STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION COMMISSION

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION COMMISSION
FOR THE PURPOSE OF CONSIDERING:

APPLICATION OF PUBLIC SERVICE COMPANY CASE NO.
OF NEW MEXICO FOR DE NOVO HEARING ON

ORDER NO. R-11134 ISSUED BY THE NEW

MEXICO OIL CONSERVATION DIVISION IN

OCD CASE NO. 12.033

APPLICATION AND REQUEST FOR DE NOVO HEARING
ON ORDER NO. R-11134 ISSUED BY
THE NEW MEXICO OIL CONSERVATION DIVISION

COMES NOW Appiicant. Public Service Company of New Mexico (“PNM”). and
pursuant to 19 NMAC 15 § 1220. hereby submits its application and request for a de novo
hearing relating to Order No. R-11134 ( the "Order™) issued by the New Mexico Qil
Conservation Division (“OCD” or “Division™) in OCD Case No. 12,033. In support of this
application. PNM states as follows:

1. PNM is a combined natural gas and electric uﬁlity providing natural gas service
to customers in various areas of the State of New Mexico.

2. In furtherance of its business as a gas utility, PNM procures a portion of its gas

supply from various producers in the northwestern part of New Mexico.
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S PNM has procured natural gas trom Burlington Resources. Inc. and its
predecessors. Meridian Oil Company and/or Southland Rovalty Company (collectively
“Burlington™). Burlington has owned and operated a well known as the Burlington
Resources Hampton 4M well (“Hampton 4M”) located at Unit Letter N. Section 13.
Township 30N. Range 11 W near Aziec. New Mexico. The Hampton 4M is located on
certain land leased by Burlington trom the United States Bureau of Land Management
("BLM™). PNM has purchased natural gas produced from the Hampton 4M.

4. Burlington installed. maintained and continues to operate an extensive

amount of well equipment located in the southernmost portion of the site. including two
combination unit separators which 'dflscharged into an unlined earthen pit at the site.  In
addition, Burlington maintained two large volume product tanks on the site. Historical
records show that Burlington maintained at least two unlined pits at the site. There is
evidence of surface releases from Burlington’s equipment at the site.
3. PNM. or its subsidiary Sunterra Gas Gathering Company. formerly owned
and operated the gathering system and certain natural gas dehydration equipment located
adjacent to and downgradient from Burlington’s operations at the Hampton 4M site. The
dehvdration equipment was and is used to dehydrate the natural gas from the Hampton 4M
as an accommodation for Burlington and its predecessors.

6. The dehydration units owned and operated' by PNM at the Hampton 4M site
are and were intended to remove water vapor from the natural gas stream. Water vapor and
other liquids in the gas pipelines will cause operational problems, including treezing and

shut ins of wells. The combination unit separators owned and operated by Burlington are
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necessary tor proper well operation in order o prevent tree product trom entering the
dehvdration unit and causing malfunctions and loss of glvcol trom the dehvdration
equipment. PNM. as a public utility. has an absolute obligation to serve its customers.

Theretore. PNM installs dehvdrators to remove moisture from its gas lines to help ensure

operational integrity and to ensure that it can meet its obligations to serve its customers. -

All of PNM’s tormer operattons and equipment at the Hampton 4M were located
downstream and downgradient trom Burlington's operations at this site.

7. On June 30. 1995. PNM sold the gathering system and dehvdration
equipment associated with the Hampton 4M to Williams Gas Processing-Blanco. Inc.
("Williams™). Since June 30. 1993, Y\Villiams has owned and continued to operate the
gathering system and natural gas dehydration equipment which services the Hampton 4M.

8. In 1996. PNM undertook actions to timely cease discharge into its former
dehydrator pit located adjacent to the Hampton 4M by installation of a collection tank.
The cease discharge was undertaken pursuant to OCD Order R-7940-C relating 1o the
elimination of discharges into unlined pits (“Discharge Order™ and PNM’'s Pit Closure
Plan (“Closure Plan™) which was submitted to and approved by the OCD and BLM in
1993.

9. In addition to achieving cease discharge, PNM undertook remediation
activities to address certain hvdrocarbon soil comamine'uion in. the area of the former
dehydrator pit which is located downgradient from the Hampton 4M welilhead and
Burlington’s operations. Pursuant to the Discharge Order and PNM’s Closure Plan. PNM

removed and properly treated approximately 300 cubic yards of soil in and around the
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tormer dehydrator pit ut the Hampton 4M site and backfilled the pit with clean soil. PNM
took the lead in these activities pursuant to its agreement with Williams tor the sale of the
vathering syvstem.

10. In December 1996. subsequent to the cessation ot discharge by PNM at the
site and remediation ot the soil contamination in the vicinity ot the dehydrator pit. PNM
assessed the vertical extent of the soil contamination underlving the tormer pit. This work
was conducted pursuant to direction by the OCD and in accordance with PNM’s approved
Groundwater Management Plan for Surtace Impoundments Closures dated March 1996
("Groundwater Management Program™. PNM encountered groundwater at 28 ft. b‘elow
surface. Initial sampling of the groundwater beneath the site revealed an approximate 2
inch layer of free phase hydrocarbons. As detailed below, the free phase hydrocarbon layer
underlying the site signiticantly increased in thickness over the next several months.
though there was no additional discharge to ground from Williams™ operations at the site.

11. Upon information and beliet. atter PNM notified the OCD of the unusual
levels of contamination at this site. the OCD directed Burlington to undertake certain
investigatory and remedial activities in the immediate vicinity ot Burlington’s ongoing
activities at the Hampton 4M. The investigation and remediation performed by Burlington
included the limited removal ot certain contaminated soils and the installation of temporary
well borings. Temporary well borings installed by Burli;lgton at Hampton 4M in the area
upgradient of PNM’s former operations detected significant soil contamination at the 15 to
16 foot level. Burlington’s excavation of contaminated soils was performed to only 15 feet

below grade level. leaving documented contamination in place at Hampton 4M.
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12. Groundwater tlow in the vicinity of the Hampton 4M is down-canvon

toward the northwest. The hyvdraulic gradient is ftairly steep and subparallel to the
topographic gradient at approximately 0.10 (a slope of approximately 10%). The tormer
dehyvdrator pit area is located downgradient and downstream trom Burlington’s Hampton
4M well and wellhead equipment.

13. In August 1997. the OCD “drew a line in the sand™ on the Hampton 4M
well pad between the location of PNM’s former dehydration pit on the north
(downgradient) end of the site and Burlington’s equipment on the south (upgradient) end of
the site. PNM was designated responsibilitv tor a/l contamination north of the OCD lihe of
demarcation (downgradient of the wellhead and all operating equipment at the site) and
Burlington was designated responsibility for a// contamination on the south end of the well
pad (upgradient of the wellhead and of Williams’ operating equipment at the site).

14. The basis tor the OCD’s line of demarcation at the well pad was the belief
that there were two sources ot contamination at the site. One source was thought to be
PNM’s former dehydrator pit and the other was some unknown source located to the south
and upgradient of PNM’s pit on the Burlington portion of the well pad.

15. Pursuant to a Groundwater Management Program. PNM commenced
groundwater monitoring and recovery of free phase hydrocarbons in the vicinity of the
Hampton 4M site. PNM installed a free product recovery well, MW-6. in November 1997
and initiated recovery of free phase hydrocarbons in January 1998. At that time. free

product thickness in MW-6 was 4.71 feet and 4.41 feet in MW-2,



16. PNM installed monitoring well MW-8 downgradient from the Burlington
source area and upgradient trom PNM’'s former pit area. Test results from the well
showed soil contamination at depths or 14 to 20 teet below grade. In addition. the
groundwater had a visible sheen and analytical results showed high concentrations of
dissolved phase hydrocarbons. The foregoing test results show that upgradient
contamination from Burlington’s operations exists and is impacting the area of PNM’s
former pit.

17. Burlington installed temporarv well TPW-02 upgradient of PNM’s tormer
pit. Analysis from the well boring showed significant soil contamination at a depth of 25
1o 26 feet. In addition. analysis of water trom the temporary well showed the presence of
free product in the groundwater. Because tree product will not migrate upgradient,
particularly when a recovery well is pumping in an area downgradient from the temporary
well. the contamination at TPW-02 originated from an upgradient source and was released
through the normal operation or malifunction ot Burlington’s equipment at the site.

18. Sampling results from monitoring wells indicate that hyvdrocarbon
contamination has migrated downgradient from the area of the Hampton 4M well head and

well head equipment to the area of PNM’s former dehvdrator pit. In addition. these

sampling results show that contamination may have migrated to downgradient off-site

locations.
19.  The OCD issued a letter dated March 13. 1998 directing PNM to “take
additional remedial actions within 30 days to remove the remaining source area with free

phase hydrocarbons in the vicinity of and immediately downgradient of the dehy pit.” The



March 13, 1998 consututed an appealable tinai determination by the OCD (Final
Determination™). A true and correct copy ot the OCD’s Final Determination is attached
as Exhibit "A™

20. PNM continued recovery of free product until earlv November of 1998
when MW-6 was removed trom the site by Burlington. etfectively rendering any additional
free product recovery by PNM an impossibility. Over the nearly 11 months ot operation.
PNM recovered approximately 1.100 gallons of free product from the groundwater. Free
product thickness decreased by two teet as a result of PNM’s recovery actions. PNM also
continued to conduct additional sarnpling tfrom the monitoring wells at and around the site.
The continued monitoring showed the presence of iree product in wells tar upgradient trom
PNM’s tormer unlined pit in the location of Burlington’s operations.

21 In early November 1998. Burlington undertook soil remediation in the area
of PNM’s former unlined pit. Burlington used a bulldozer to excavate in the area of the
tormer pit until Burlington encountered groundwater. The groundwater contained free
product contamination. Burlington’s use of the bulldozers resulted in the removal and
destruction of PNM’s monitoring and recovery wells .in this area. Burlington excavated all
of the remaining soil underlving PNM’s former pit location (as well as underlving
Williams' current operations) thereby completely eliminating either the dehydrator or the
tormer pit as a potential source of any turther soil or groun'dwater contamination.

22.  Burlington’s stated remediation strategy was to remove the tree product

contamination by pumping the groundwater (including any tree product on the

groundwater) dry under the Hampton 4M well pad. Upon information and belief.



Burlington has been unsuccesstul at pumping all of the groundwater trom under the site or
in removing all free product contamination at the site.

23. Data developed as a result ot Burlington's free product remediation etforts
contirm that the free product contamination at the Hampton 4M could not have originated
trom PNM’'s former pit. The release point of the free product is clearly upgradient in the
area of Burlington's operations. Moreover. the volume of free product recovered thus far
is far in excess of any amounts that PNM could have released to the groundwater from its
pit under a worst case scenario.

24, The data developed during the course of investigation at this site shon that
there is a continuing source tor dissolved phase hyvdrocarbons and suggest a continuous or
intermittent source of free phase product in the vicinity of the Hampton 4M. The data alSo
show that the source for the dissolved phase and free phase product is upgradient from
PNM's former dehydrator pit and did not originate from the pit.

2s. Because of the existence ot a continuing source for contamination in the
vicinity of the Hampton 4M. from operations and locations that are not within the control
of PNM. any efforts 1o conduct further remediation by PNM would be ineffective.

26. Unless and until the specific release point or points of the contamination is
located and this source is removed. it is unreasonable to require PNM to conduct further
remediation in the area ot the tormer pit.

27. It is likely that operational deficiencies relating to the separators and tanks

owned and operated by Burlington and its predecessors as Hampton 4M have resulted in



the release ot free phase product to the environment which has impacted the soils and
croundwater in the vicinity of the Hampton +4M.

28. In the alternative. 1t is possible that a casing leak or leaks. or leaks in
underground piping ‘ellhead operated by Burlington on Burlington’s leasehold. has
caused and/or is causing the reiease of free product to the environment. As PNM is neither
the lessee nor the operator ot the well or the wellhead equipment. PNM cannot investigate
or control th_is release.

29.  Under ecither altemative. the free phase product in the vicinity of the
Hampton 4M is neither owned. generated or released by PNM. The product is and rerﬁains
the property of the producer. wherever it may be situated. Thus. PNM had no control over
the free phase product and related dissolved phase contamination which are present in the
groundwater or which caused soil contamination. Accordingly, PNM has no liability for
further investigation or remediation of the tree phase product or dissolved phase
contamination at the site. and. as PNM has completely remediated all soils which may have
been contaminated by its operations, also has no liability for tfurther investigation or
remediation of soil contamination at the site.

30. Moreover. based upon the data concerning the area and thickness of the free
product plume. PNM has been able to calculate an estimated volume of free product under
the site. A conservative estimate of the volume of free product under the site is between
7.700 and 13.000 gallons.

31. There is also an apparent anomaly in production rates of hydrocarbon

product from the Hampton 4M well. The production records showing the oil and gas ratios



tor the Hampton 4M well indicate that there was no recovery of any oil or liquid
hydrocarbons from the Mesa Verde formation tor a period of at least two vears. though gas
production trom the formation continued during that period. This loss of production is
unexplained. The product unaccounted for by Burlington tfor the vear 1995 alone
represents 100 to 125 percent ot the volume of free product currently estimated to underlie
the site.

52.  The combination unit separators owned and operated by Burlington have at
least a 99 percent efficiency rate. This means that the separators remove over 99 percent of
any free product from the natural gas piped 10 PNM’s dehydration equipment. Under these
circumstances. very little free product would ever reach PNM’s dehvdrators. The
dehydrators were designed and operated so that if carryover hydrocarbons were received
from upstream operations. the dehydrator sensing element would detect the carrvover and
would shut in the weil. Indeed. the operational history gathered concerning PNM’s
dehydrators suggests that they were working well. Field personnel indicated that, on
occasion. the well would be found to have been shut in. so the sensing element was
operating properly to prevent carryover of hydrocarbons into the dehydrator and thus into
the discharge pits. Also. no excessive glycol loss or other operational problems with the
dehydrators were noted. indicating that the dehydrators neither received nor discharged
significant amounts of free product. If significant amount's of free product had gone to the
dehydrators due to a malfunction of Burlington’s equipment and subsequent malfunction of
the sensing element on the dehydrator. significant loss of glycol and other loss of function

would have resulted. Because there was no significant loss of glycol or other major
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Jdehvdrator operational problems noted. it is reasonable to conclude that the dehvdrators

were working properly and that little tree product was discharged to the pit through the

dehyvdrator.

(V8 )
(V]

Using data concerning hydrocarbon production from the Hampton 4M well.
together with information concerning the relative efficiencies of the separators and
volatilization of the tree product. PNM was also able to calculate the maximum amount of
free product which could have been discharged to its former pit. These calculations show
that a maximum of 523 gallons of free product would have been discharged into PNM’s pit
during the entire existence of the uniined pit. This figure represents the maximum amount
of product that could have possibly entered the pit as contrasted with the maximum
possible amount that could have entered the ground water. The amount that could have
entered the ground water would be significantly less than this amount. As large amounts of
free product were never observed in the pit. any hydrocarbons that were released to the pit
would have been released slowly. over a long period of time. and soils in and underlying
the pit would have absorbed the tree product betore it could reach the ground water. Other
natural processes would also have served to begin the breakdown of the hydrocarbons
before it reached groundwater. All of this data suggest that free product could not have
come through PNM’s pit. migrated through the soil column and ended up as more than four
feet of free product in the ground water. PNM did not har;dle sutficient volume of product
through its dehydration pit to result in such contamination.

34. PNM maintains that even if it were determined that PNM somehow

contributed to the presence of free product at the Hampton 4M site. it has already recovered
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well in excess of any imounts that it could have possibly introduced to the ground water.
As noted above. the maximum amount ot free product that could possibly have been
discharged by PNM i< approximately 300 gallons. Up to the time when PNM’'s recovery
well was removed by Burlington. PNM had recovered in excess of 1.100 gallons of free
product from the site.

35. As noted above. PNM is no longer owner of the gathering system and
dehydration equipment associated with Hampton 4M. The subject system and equipment
was sold to Williams on June 30. 1995. At the time that pit remediation was commenced
at the Hampton 4M site. PNM no longer owned or operated any facilities at the site. To
the extent that any contamination occurred at the former pit location at the Hampton 4M
site after June 30, 1995. such contamination is not the responsibility of PNM.

36. Pursuant 1o OCD practice and internal policy. prior owners or operators of a
facility are not regarded as the “responsible person” for purposes imposing liability for
abatement of contamination at natural gas well sites. Therefore, under the OCD’s practice
and internal policy, PNM. as a former operator. is not a “responsible person” for purposes
of any required activities in the vicinity of the Hampton 4M.

37. PNM filed a timelv application for appeal of the OCD’s Final
Determination on April 15, 1998. A hearing was held before Hearing Examiner Mark
Ashley on November 19 and 20. 1998 in Santa Fe. New I;/Iexico. Appearing at the hearing
were PNM. the OCD and Burlington.

38. On February 5. 1999. the Hearing Examiner issued his Order which was

adopted by the Division Director. A true and correct copy of the Order is attached as



Exhibit "B”. The Order modified the OCD’s Final Determination in several respects. The
Order concluded that both PNM and Burlington had contributed to tree phase
contamination under the Hampton 4M well pad. The Order determined that PNM was
responsible for any soil contamination on the north side of the previous OCD line of
demarcation on the well pad. The Order further determined that Burlington was
responsible for any soil and groundwater contamination on the south side of the OCD line
of demarcation. As to any groundwater contamination on the north side of the OCD line of
demarcation. the Hearing Examiner ruled that PNM and Burlington were jointly
responsible tor such contamination. PNM and Burlington were directed to suﬁmit
proposed remediation plans within 60 days of the Order. PNM was assigned primary
responsibility for any required reporting.

39. PNM is seeking a de novo review of the Order by the Oil Conservation
Commission ("OCC™) pursuant to 19 NMAC 15 § 1220. PNM seeks a determination by
the OCD that PNM has completed all remediation activities relating to its former unlined
pit and has no turther responsibility for the remediation ot any soil contamination. free
product contamination and the associated dissolved phase hydrocarbons at and in the
vicinity of the Hampton 4M well site.

40. The bases for the relief sought by PNM in this application are as follows: 1)
PNM’s former unlined pit is not the source for any free phase product in the groundwater
under the site: 2) the data show that the free phase product underlying the Hampton 4M
well pad originated at a release point or points upgradient of PNM’s former dehydration

pit; 3) PNM is not the owner of any free product under the site; 4) to the extent that free



product may have been discharged into PNM's former unlined pit it was the result of
operational or mechanical tailure ot Burlington’s upgradient equipment and operations; 5)
PNM has already recovered more free product from the ground water than could have
possiblv been discharged into its former unlined pit under any reasonable scenario: 6) all
soil contamination underlyving PNM’s former unlined pit that was potentially a result of
discharges tfrom PNM operations was removed. and any additional contamination that has
occurred in the area has been conveyved there tfrom upgradient release points/sources and/or
tfrom discharges from equipment that is not owned. operated. or controlled by PNM: and 7)
the OCD has no authority to require PNM to submit a remediation plan as PNMl has
already submitted and received approval ot its Closure Plan and Groundwater Management
Program.
41. Based upon the foregoing. PNM respectfully requests that the OCC grant
the following relief:
a. Schedule a e novo hearing betore the OCC to consider PNM's application
in this matter:
b. Stay the OCD Order pending a determination by the OCC on PNM’s
application:
c. Declare that all soil contamination in the area of PNM’s former pit has been

remediated and that PNM shall have no further responsibility for soil

contamination at the site:
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Declare that PNM is not a responsible party for any free product underlying

the Hampton 4M site or tor the associated dissolved phase product in the

vicinity of the site:

Grant PNM closure for it former unlined pit at the Hampton 4M site and

relieve PNM of any further responsibility for investigation and remediation

at this site

Grant such other relief as the OCD deems proper.

Respecttully submitted.

KELEHER & McLEOD. P.A.

BY B
“Richgfd L. Alvidrez
P.O. Drawer AA
Albuquerque. New Mexico 87103
(505) 346-4646

and

Colin L. Adams
. Corporate Counsel
Public Service Company of New Mexico
Alvarado Square MS 0806
Albuquerque. New Mexico 87158
(505) 241-4538

Attorneys for Public Service Company of
New Mexico
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION COMMISSION

IN THE MATTER OF THE HEARING CALLED
BY THE OIL CONSERVATION COMMISSION
FOR THE PURPOSE OF CONSIDERING:

APPLICATION OF PUBLIC SERVICE COMPANY CASE NO.
OF NEW MEXICO FOR DE NOVO HEARING ON

ORDER NO. R-11134 ISSUED BY THE NEW

MEXICO OIL CONSERVATION DIVISION IN

OCD CASE NO. 12.033

CERTIFICATE OF SERVICE

THIS WILL CERTIFY that a true and correct copy of the Application and Request for
Hearing of Public Service Company ot New Mexico for Review of a Final Determination
by the New Mexico Oil Conservation Division was mailed. this 13th day of April. to the
tollowing:

Ed Hasely
Sr. Statf Environmental Representative
Burlington Resources. Inc.

3535 East 30th Street
Farmington. New Mexico 87402-8801

J. Burton Everett

General Partner

Evereu Investment

P.O. Box 476

Aztec. New Mexico 87410

Mr. Bill VonDrehle

The Williams Companies. Inc.
2800 Post Oak Blvd.
Houston. Texas 77251-1396

Mr. Thomas L. O’Keefe
Director. Torre Alta Operations

Williams Field Services
P.O. Box 218

O
Bloomtield. New Mexico 87413 (VRS



Mr. Bill Liese

Bureau of Land Management
1235 La Plata Highway
Farmington. New Mexico 87401

William C. Olson

Hydrologist

New Mexico Oil Conservation Division
2040 South Pacheco

Santa Fe. New Mexico 87505

Mr. Tim Reynolds
#102 Road 2585
Aztec. New Mexico 87410

Mr. Gordon Herra
P.O. Box 996
Aztec, New Mexico 87410

Mr. Jerry Amnon
#46 County Road 3148
Aztec, New Mexico 87410

KELEHER & McLEOD. P.A.

BY 4
d L. Alvidrez

P.O. Drawer AA

Albuquerque, New Mexico 87103
(505) 346-4646

and

Colin L. Adams-

Corporate Counsel

Public Service Company of New Mexico
Alvarado Square MS 0806
Albuquerque, New Mexico 87158

(505) 241-4538

Attorneys for Applicant Public Service Company
of New Mexico
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 12033
ORDER NO. R-11134

APPLICATION OF PUBLIC SERVICE COMPANY OF NEW MEXICO FOR
REVIEW OF OIL CONSERVATION DIVISION DIRECTIVE DATED MARCH 13,
1998, DIRECTING APPLICANT TO PERFORM ADDITIONAL REMEDIATION
FOR HYDROCARBON CONTAMINATION, SAN JUAN COUNTY, NEW MEXICO.

BY THE DIVISION:

This case came on for hearing at 8:15 a.m. on November 19, 1998, at Santa Fe, New
Mexico, before Examiner Mark W. Ashley.

NOW, on this day of February, 1999, the Division Director, having considered
the record and the recommendation of the Examiner,

FINDS THAT:

(1)  Due public notice has been given and the Division has jurisdiction of this case
and its subject matter.

2) The applicant, Public Service Company of New Mexico (“PNM”), seeks an
order nullifying the Division directive to PNM dated March 13, 1998 requiring it to perform
additional remediation for hydrocarbon contamination in the area of the Burlington
Resources Oil & Gas Company (“Burlington”) Hampton No. 4 M Well (“Hampton 4M”)
located in Unit Letter N, Section 13, Township 30 North, Range 11 West, NMPM, San Juan
County, New Mexico, and a determination by the Division that PNM is not a responsible
person for purposes of further investigation and remediation of contamination at this
location.

(3)  Burlington appeared at the hearing and presented testimony in opposition to
the application of PNM.

“@ The Environmental Bureau of the Oil Conservation Division (“Bureau’)
appeared at the hearing and presented testimony in support of the Division directive dated

~
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Case No. 12033
Order No. R-11134
Page 2

March 13, 1998.

(5)  In 1984 Burlington’s predecessors Meridian Oil Company and/or Southland
Royalty Company drilled and completed the Hampton 4M well in the Dakota and Mesaverde
formations. Burlington operates well equipment located in the southern most portion of the
Hampton 4M well site. At one time, this equipment discharged into an unlined pit at the site.
The unlined pit has since been covered up.

(6) PNM installed and operated dehydration equipment in the northern most
portion of the Hampton 4M well site until Williams Field Services purchased the equipment
on June 30, 1995. The equipment included an unlined discharge pit. The purpose of the
dehydration equipment is to remove liquids from the gas stream produced from the Hampton
4M well. :

(7)  During a site assessment of the Hampton 4M well site conducted on April 23,
1996, PNM discovered potential hydrocarbon contamination at PNM’s pit. PNM began
closure activities at PNM’s pit in April 1996 pursuant to a Bureau-approved pit closure plan.

®) On December 16, 1996 PNM performed soil borings at PNM’s former pit
which encountered ground water hydrocarbon contamination.

)] On January 13, 1997 PNM notified the Bureau in writing of ground water
hydrocarbon contamination at PNM’s former pit.

(10) On January 31, 1997 PNM installed two monitor wells upgradient from
PNM’s former pit. One of the wells, located adjacent to Burlington equipment, encountered
ground water hydrocarbon contamination.

(11) On April 14, 1997 Burlington discovered a hydrocarbon seep along the
northwestern edge of the Hampton 4M well site adjacent to PNM’s former pit. Burlington
notified both the Bureau and PNM about the seep.

(12)  On April 17, 1997 Burlington conducted excavations around the northwest



Case No. 12033
Order No. R-11134
Page 3

(14)  Additional monitor wells were installed at the Hampton 4M well site between
June 1997 and May 1998.

(15) In August 1997 the Bureau drew a line of demarcation just south of the PNM
equipment for the purpose of apportioning liability for hydrocarbon contamination at the
Hampton 4M well site. PNM was assigned responsibility for any hydrocarbon contamination
north of that line. Burlington was assigned responsibility for any hydrocarbon contamination
south of the line.

(16) PNM installed a free phase hydrocarbon recovery well system adjacent to
PNM’s former pit in November 1997 and initiated recovery of free phase hydrocarbons from
the ground water in January 1998.

(17)  On March 13, 1998 the Bureau wrote to PNM and directed PNM to remove,
within 30 days, the remaining source areas with free phase hydrocarbons in the vicinity of
and immediately downgradient of PNM’s former pit.

(18) In ApriI 1998 PNM appealed the March 13, 1998 directive and sought a stay

of the directive pending a decision on its appeal. The D1v1510n denied PNM’s request for

stay on August 20, 1998.

(19)  On September 1, 1998, the Bureau directed PNM and Burlington to conduct
additional investigation and to determine the complete downgradient extent of hydrocarbon
contamination at the Hampton 4M well site.:

(20)  On October 28, 1998 Burlington submitted a response to the Bureau letter
dated September 1, 1998. Burlington stated that if PNM did not begin remediation of PNM’s
former pit by October 30, 1998, then Burlington would begin remediating the entire
Hampton 4M well site, starting at PNM’s former pit and working south towards Burlington’s
former pit.

(21) PNM continued recovery of free phase hydrocarbons until early November
1998 when Burlington’s remediation activities resulted in the removal of PNM’s free phase
hydrocarbon recovery well system.

(22) At the time of the hearing, neither PNM nor Burlington had completed
remediation activities at the Hampton 4M well site.
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Case No. 12033
Order No. R-11134
Page 4

(23) The evidence indicates that soil and ground water contamination at the
Hampton 4M well site is a result of hydrocarbon releases at the facilities of both PNM and
Burlington, and not from off-site sources.

(24)  The evidence also indicates that the ground water gradient is from southeast
to northwest.

, (25)  The evidence further indicates that PNM’s facilities are located downgradient
from Burlington’s facilities and that ground water contamination from Burlington’s facilities

has moved downgradient and commingled with ground water contamination from PNM’s
facilities.

(26) The evidence failed to indicate that PNM or Burlington had removed all soil
and ground water contamination that resulted from releases from their former pits.

(27)  The application of PNM should be denied.

(28) Burlington should be the responsible party for any contamination remaining
south and upgradient of the previously determined Bureau line of demarcation.

(29) PNM should be the responsible party for any soil contamination remaining
north and downgradient of the previously determined Bureau line of demarcation.

(30) PNM and Burlington should equally share the responsibility of remediation
for any ground water contamination remaining north and downgradient of the previously
determined Bureau line of demarcation.

(31) Both PNM and Burlington should submit remediation plans to the Bureau,
for approval, within 60 days of the date of this order. At a minimum, the remediation plans
should contain plans to determine the lateral extent of contamination, to remove remaining
sources of contamination, and to remediate the remaining contaminants.

(32) PNM should have the oversight and reporting responsibilities for ground
water remediation in the area north and downgradient of the previously determined Bureau

line of demarcation.

(33) This order should supersede all prior directives of the Bureau.
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IT IS THEREFORE ORDERED THAT:

(1)  The application of the Public Service Company of New Mexico (“PNM”) for
an order nullifying the Division directive to PNM dated March 13, 1998 requiring it to
perform additional remediation for hydrocarbon contamination in the area of the Burlington
Resources Oil & Gas Company Hampton No. 4-M Well located in Unit N, Section 13,
Township 30 North, Range 11 West, NMPM, San Juan County, New Mexico, and a
determination by the Division that PNM is not a responsible person for purposes of further
investigation and remediation of contamination at this location is hereby denied.

(2)  Burlington shall be the responsible party for any contamination remaining
south and upgradient of the previously determined Bureau line of demarcation.

3) PNM shall be the responsible party for any soil contamination remaining
north and downgradient of the previously determined Bureau line of demarcation.

(€))] PNM and Burlington shall equally share the responsibility of remediation for
any ground water contamination remaining north and downgradient of the previously
determined Bureau line of demarcation. '

(&) Both PNM and Burlington shall submit remediation plans to the Bureau, for
approval, within 60 days of the date of this order. At a minimum, the remediation plans shall
contain plans to determine the lateral extent of contamination, to remove remaining sources
of contamination, and to remediate the remaining contaminants.

(6)  PNM shall have the oversight and reporting responsibilities for ground water
remediation in the area north and downgradient of the previously determined Bureau line of
demarcation.

@) This order shall supersede all prior directives of the Bureau.

®) Jurisdiction is hereby retained for the entry of such further orders as the
Division may deem necessary.
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DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

LORI WROTENBERY
Director

S EAL



