STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

CASE NO. 15957

IN THE MATTER OF THE:

APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION TO AMEND
RULES OF THE COMMISSION CONCERNING THE DRILLING, SPACING, AND
OPERATION OF HORIZONTAL WELLS AND RELATED MATTERS BY AMENDING
VARIOUS SECTIONS OF RULES 19.15.2, 19.15.4, 19.15.14, 19.15.15, AND 19.15.16
NMAC; STATEWIDE.

CERTIFICATE OF COMPLIANCE WITH NOTICE REQUIREMENTS

As Clerk to the New Mexico Oil Conservation Commission, I hereby certify that notice of
this matter has been provided as follows:

1. The Notice of Proposed Rulemaking for this Case (“Notice”) was sent to the State
Records Center and Archives and was published in the New Mexico Register on February
27, 2018. (Attachment A)

2. A copy of the Notice was sent to the Albuquerque Journal and was published on
March 15, 2018. (Attachment B)

3. On February 27, 2018, a copy of the Notice was posted on the Oil Conservation
Division website and remained posted though the date of the public hearing.

4. On March 5, 2018, a copy of the Notice was sent to the Oil Conservation Division field
offices in Hobbs, Artesia, and Aztec to be available to the public.

5. By March 19, 2018, a copy of the Notice had been mailed or e-mailed to all persons on
the Commission mailing list for rulemakings.

6. On March 12, 2018, a copy of the Notice was e-mailed to the New Mexico Legislative
Council for distribution to committees.

7. On March 1, 2018, a copy of the Notice was posted to the New Mexico Department of
Information Technology’s Sunshine Portal.

NEW MEXICO OIL CONSERVATION COMMISSION

Il Lgaoolass

Florene Davidson, Commission Clerk ’ EXHIBIT
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Notices of Rulemaking and Proposed Rules

CULTURAL AFFAIRS,
DEPARTMENT OF

NOTICE OF PROPOSED
RULEMAKING

NOTICE IS HEREBY GIVEN that
the Museum of New Mexico Board of
Regents (BOR) and the Department of
Cultural Affairs (DCA) are proposing
to repeal 4.51.57 NMAC, which
governs the portal artisans program
of the New Mexico Palace of the
Governors State History Museum
(POG/NMHM), and replace it with
anew 4.51.57 NMAC. In summary,
4.51.57 NMAC contains provisions
on the location of the portal program;
participant qualifications and program
operations; vending rules; annual
meeting requirements; responsibilities
of portal committee; POG/NMHM’s
administration of the program;

and the authenticity and quality

of products offered for sale in the
program. The BOR/DCA propose to
repeal 4.51.57 NMAC because the
current rule is disorganized; needs
clarification; contains redundant,
outdated, and unnecessary provisions;
and lacks definitions and detail on

the application process, committee
structure, committee meetings,
committee member elections, duty
officer responsibilities, and rule
enforcement.

The purpose of the proposed new
rule is to clarify, supplement, and
update 4.51.57 NMAC in order

to enhance the program and the
NMHM/POG’s ability to effectively,
fairly and lawfully administer the
program. In summary, the proposed
replacement rule 4.51.57 NMAC
defines key terms; sets forth the
portal coordinator’s administrative
responsibilities; establishes
requirements for the application and
demonstration process and participant
qualifications consistent with law;
establishes rules on the selection,
structure, and responsibilities of the
portal committee and removal of its
members; establishes procedures
for conducting annual, committee

and special meetings; governs

daily operations of the program,
including establishing duty officer
responsibilities, rules for the
drawing for spaces, and participant
vending rules; sets forth disciplinary
procedures for rule violations,
including penalty guidelines and
appeals process; establishes product
authenticity and quality standards;
and codifies the portal committee
code of conduct for all participants.

The BOR and DCA are proposing
these rule changes pursuant to
Subsection E of Section 9-4A-6
NMSA 1978 and Subsection G of
Section 18-3-3 NMSA 1978.

The BOR and the DCA will hold a
public hearing on Tuesday, April 3,
2018, at 10:00 A.M. in Room 238

of the Bataan Memorial Building
(Old Senate Chambers), 407 Galisteo
Street, Santa Fe, New Mexico 87501.
The purpose of the hearing is to
receive oral and written comments on
the proposed rule repeals and on the
proposed new rule.

The proposed rule is available at

the DCA website: http://www.
newmexicoculture.org. To request
that a copy of the proposed rule be
mailed to you, submit your request
in writing to Shirley Lujan, Museum
Resources Center, Dept. of Cultural
Affairs, 725 Camino Lejo, Santa Fe,
New Mexico 87504, or by email to
Shirley.Lujan@state.nm.us.

Any person may appear at the hearing
and make oral comments, or submit
written comments, or both. Written
comments may be submitted by

mail or email to Shirley Lujan at the
addresses noted above. The BOR and
DCA will accept written comments
for consideration no later than 10:00
AM. on the hearing date. Written
comments received at least one day
prior to the public hearing will be
posted on the DCA’s website.

Individuals in need of a reader,
amplifier, qualified sign language
interpreter or any other form of

auxiliary aid or service to attend

or participate in the hearing should
contact Shirley Lujan at 505-476-
1126 at least five business days prior
to the hearing.

ENERGY, MINERALS AND
NATURAL RESOURCES

DEPARTMENT
OIL CONSERVATION
COMMISSION

NOTICE OF PROPOSED
RULEMAKING

The New Mexico Qil Conservation
Commission (Commission) hereby
gives notice of the following proposed
rulemaking (Case No. 15957).

The New Mexico Oil Conservation
Division (“OCD”) proposes to amend
19.15.2,19.15.4, 19.15.14, 19.15.15,
and 19.15.16 NMAC as follows to
make changes concerning the drilling,
spacing and operation of horizontal
wells, and related matters:

19.15.2.7 NMAC. OCD proposes

to amend 19.15.2.7 to add a new
definition of “affected persons™ and
amend the definitions of “mineral
interest owners” and “proration unit”.
19.15.4.12 NMAC. OCD proposes to
amend 19.15.4.12 to clarify the notice
requirements for applications for
non-standard well locations and non-
standard spacing and proration units.
19.15.14 and 19.15.15 NMAC.

OCD proposes to amend 19.15.14.8
and 19.15.15.8 to conform cross-
references to proposed revisions of
19.15.16 NMAC.

19.15.16 NMAC. OCD proposes

to amend 19.15.16 NMAC to
comprehensively revise the
requirements for horizontal wells.
Changes include adding definitions of
“first take point” and “last take point”,
“infill horizontal well”, “multi-lateral
well”, and “unitized area”, and repeal
definitions of “penetration point”,
“producing area”, “project area”, and
“standard project area”.

19.15.16.14 NMAC will be
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rules of “directional” as opposed

to “horizontal” wells. The rules

for directional wells will not be
significantly changed, but will no long
apply to horizontal wells.
19.15.16.15 NMAC will be amended
to collect in a single section those
rules that apply to horizontal

wells and proposes revisions to
comprehensively regulate such wells.
These changes include establishing
standard horizontal spacing units
and procedures for OCD approval

of non-standard horizontal spacing
units. The proposed changes also
provide minimum setback distances
for horizontal wells from horizontal
spacing unit boundaries and authorize
horizontal wells to produce at
maximum efficient rates to prevent
waste of oil and gas.

Purpose of Proposed Rule. The
proposed changes will adapt the

spacing and setback requirements
for horizontal wells to the unique
nature of those wells, and maximize
such wells’ efficiency by eliminating
unnecessary restrictions on
production, and also clarify matters
that are uncertain in existing rules.

Legal Authority. These amendments
are authorized by the Oil and Gas
Act, NMSA 1978, Sections 70-2-1
through 70-2-38, and specifically
Section 70-2-11(A), (which authorizes
the adoption of rules to carry out

the purposes of the Act), Section
70-2-12(A) (which authorizes the
Commission to prorate production of
crude petroleum oil and natural gas)
and Section 70-2-12(B)(10) (which
authorizes the Commission to fix the
spacing of wells). The rulemaking
proceeding will be governed by the
Commission’s rule on rulemaking,
19.15.3 NMAC.

he full text of the propose
rule amendments is available
from Commission Clerk, Florene
Davidson at (505) 476-3458 or can be
viewed on the Rules page at the Oil
Conservation Division’s website at
http:// .emnrd.state. nm.us/ocd, or
at Oil Conservation Division offices

amended to provide for distinct

in Santa Fe, Hobbs, Artesia, or Aztec.

ic Hearing an mment.
The Commission will hold a public
hearing on the proposed rules at
the Commission meeting which will
commence at 9:00 A.M. on April
17, 2018, in Porter Hall, 1st Floor,
Wendell Chino Building, 1220 South
St. Francis Drive, Santa Fe, New
Mexico.

Written or electronic comments

on the proposed rule may be

hand delivered or mailed to the
Commission Clerk, Florene Davidson,
3d floor, 1220 South St. Francis
Drive, Santa Fe, NM 87503, or
e-mailed to florene.davidson@state.
nm.us. All written or electronic
comments must be received by the
Commission Clerk no later than 9:00
AM. on April 17, 2018, unless the
Commission or the Commission Chair
extends this deadline.

er intending to submit

proposed modifications to the
proposed rule amendments, to
present technical testimony at
the hearing. or to cross-examin
witnesses must file six copies of a
Pre-hearing Statement conforming
to the requirements of Subsection B
0f 19.15.3.11 NMAC, no later than
5:00 P.M. on April 3,2018. Pre-
hearing Statements must be hand-
delivered, mailed, or e-mailed to
the Commission Clerk at the above
address.

Any person who has not submitted

a pre-hearing statement may present
non-technical testimony or make an
unsworn statement at the hearing. A
person may also offer exhibits with
the testimony so long as the exhibits
are relevant to the proposed rule
changes and do not unduly repeat the
testimony. Any person who wishes
to present non-technical testimony
should indicate his or her intent on

a sign-in sheet at the hearing. A
person who testifies at the hearing is
subject to cross-examination by the
commissioners, commission counsel,
or a party on the subject matter of the
person’s direct testimony.

If you are an individual with

a disability who needs a reader,
amplifier, qualified sign language
interpreter, or any other form of
auxiliary aid or service to attend or
participate in the hearing, please
contact Ms. Davidson at (505)
476-3458 or through the New
Mexico Relay Network at 1-800-
659-1779 by April 3,2018. Public
documents can be provided in various
accessible forms. Please contact

Ms. Davidson if a summary or other
type of accessible form is needed.

A party who plans to use projection
equipment at a hearing must contact
Ms. Davidson seven business days
prior to the hearing requesting the use
of the projection equipment. Wireless
internet is available; however, the
person requesting to use the wireless
connection must provide a laptop
computer.

Technical Information that served as
a basis for the proposed rule includes:
-Holditch, S. and Blakeley, D., “Flow
Characteristics of Hydraulic Fracture
Proppants Subjected to Repeated
Production Cycles”, SPE Production
Engineering, Feb. 1992; and
-Crafton, J. and Noe, S., “Impact

of Delays and Shut-Ins on Well
Productivity”, SPE Eastern Regional
Meeting, August 2013.

These materials can be viewed on the
Rules page at the Oil Conservation
Division’s website at http://www.
emnrd.state.nm.us/ocd.

ENERGY, MINERALS AND
NATURAL RESOURCES

DEPARTMENT
STATE PARKS DIVISION

NOTICE OF PROPOSED
RULEMAKING

The New Mexico Energy, Minerals
and Natural Resources Department
(EMNRD), State Parks Division
hereby gives notice of the following
proposed rulemaking.

The State Parks Division proposes
to amend its rules 19.5.1 NMAC,
General Provisions; 19.5.2 NMAC,



Notice of Proposed Rulemaking

The New Mexico Oil Conservation Commission (Commission) hereby gives notice of the following proposed rulemaking (Case No.
15957).

The New Mexico Oil Conservation Division (“OCD”) proposes to amend 19.15.2, 19.15.4, 19.15.14, 19.15.15, and 19.15.16 NMAC as
follows to make changes concerning the drilling, spacing and operation of horizontal wells, and related matters:

19.15.2.7 NMAC. OCD proposes to amend 19.15.2.7 to add a new definition of “affected persons” and amend the
definitions of “mineral interest owners” and “proration unit”.

19.15.4.12 NMAC. OCD proposes to amend 19.15.4.12 to clarify the notice requirements for applications for non-standard
well locations and non-standard spacing and proration units.

19.15.14 and 19.15.15 NMAC. OCD proposes to amend 19.15.14.8 and 19.15.15.8 to conform cross-references to proposed
revisions of 19.15.16 NMAC.

19.15.16 NMAC. OCD proposes to amend 19.15.16 NMAC to comprehensively revise the requirements for horizontal
wells. Changes include adding definitions of “first take point” and “last take point”, “infill horizontal well”, “multi-lateral well”, and
““unitized area”, and repeal definitions of “penetration point”, “producing area”, “project area”, and “standard project area”.

19.15.16.14 NMAC will be amended to provide for distinct rules of “directional” as opposed to “horizontal” wells. The rules
for directional wells will not be significantly changed, but will no long apply to horizontal wells.

19.15.16.15 NMAC will be amended to collect in a single section those rules that apply to horizontal wells and proposes
revisions to comprehensively regulate such wells. These changes include establishing standard horizontal spacing units and procedures
for OCD approval of non-standard horizontal spacing units. The proposed changes also provide minimum setback distances for

horizontal wells from horizontal spacing unit boundaries and authorize horizontal wells to produce at maximum efficient rates to
prevent waste of oil and gas.

Purpose of Proposed Rule. The proposed changes will adapt the spacing and setback requirements for horizontal wells to the unique
nature of those wells, and maximize such wells’ efficiency by eliminating unnecessary restrictions on production, and also clarify
matters that are uncertain in existing rules.

Legal Authority. These amendments are authorized by the Oil and Gas Act, NMSA 1978, Sections 70-2-1 through 70-2-38, and
specifically Section 70-2-11(A), (which authorizes the adoption of rules to carry out the purposes of the Act), Section 70-2-12(A)
(which authorizes the Commission to prorate production of crude petroleum oil and natural gas) and Section 70-2-12(B)(10) (which

authorizes the Commission to fix the spacing of wells). The rulemaking proceeding will be governed by the Commission’s rule on
rulemaking, 19.15.3 NMAC.

The full text of the proposed rule amendments is available from Commission Clerk, Florene Davidson at (505) 476-3458 or can be
viewed on the Rules page at the Oil Conservation Division's website at http://www.emnrd.state.nm.us/ocd, or at Oil Conservation
Division offices in Santa Fe, Hobbs, Artesia, or Aztec.

Public Hearing and Comment. The Commission will hold a public hearing on the proposed rules at the Commission meeting which

will commence at 9:00 A.M. on April 17,2018, in Porter Hall, 1st Floor, Wendell Chino Building, 1220 South St. Francis Drive, Santa
Fe, New Mexico.

Written or electronic comments on the proposed rule may be hand delivered or mailed to the Commission Clerk, Florene Davidson,
3d floor, 1220 South St. Francis Drive, Santa Fe, NM 87505, or e-mailed to florene.davidson@state.nm.us. All written or electronic

comments must be received by the Commission Clerk no later than 9:00 A.M. on April 17, 2018, unless the Commission or the
Commission Chair extends this deadline.

Persons intending to submit proposed modifications to the proposed rule amendments, to present technical testimony at the
hearing, or to cross-examine witnesses must file six copies of a Pre-hearing Statement conforming to the requirements of Subsection
B 0f 19.15.3.11 NMAC, no later than 5:00 P.M. on April 3,2018. Pre-hearing Statements must be hand-delivered, mailed, or e-mailed
to the Commission Clerk at the above address.

Any person who has not submitted a pre-hearing statement may present non-technical testimony or make an unsworn statement at the
hearing. A person may also offer exhibits with the testimony so long as the exhibits are relevant to the proposed rule changes and do
not unduly repeat the testimony. Any person who wishes to present non-technical testimony should indicate his or her intent on a sign-
in sheet at the hearing. A person who testifies at the hearing is subject to cross-examination by the commissioners, commission
counsel, or a party on the subject matter of the person’s direct testimony.

http://164.64.110.239/nmregister/xxix/xxix04/EMNRDnotice.htm 1/2
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NEW MEXICO OiL
CONSERVATION
COMMISSION
Nollce of Proposed Rulemaking

The Mew bexico O Conzarvation Commission (Cammission)
l’v{ere})g ggr_:;es notica of the foliowirg proposed rulemaking (Case
0. )

The Mew Mexico Qil Canservaticn Division (OCD7 proposes
%o amend 18.15.2, 19.15.4, 19.15.14, 19.15.15, and 19.15.16
KMAC as klloas 1o make changes concerning the driling,
specing end operalion of horzorial wells, ard related matiers:

195,27 NMAC, OCD propeses v amend 19.152.7 to add a
new gafiniticn of ‘afiscted persons™ end amend bz deliritiors
of “mineral interast camers” ard *proration unit’,

18.15.4.12 NMAC. OCD prepesas Lo amend 19.15.4.12 1o clar-
ify the notice requirements for applications for non-standard
well kecations and non-standzrd spacing end proration uris.

19.15,14 and 18.15,15 NMAC. OCD propossas to amend 19.15.
148 ard 19.15.15.8 fo conbarm crase-refarences lo prepesad
revisions of 19.15.16 NMAC,

18.15.18 NMAC. OCD prapases lo amard 18.15.16 RMAC 1o
compretersively revise 1he requrements for herzontal wels.
Changes inchude adding deliritions of *first take pont™ and “last
take point’, “infll horizontal welf, *multi-lateral wel, and “uni-
ized ared’, end repeal definiticas of ‘peretration poird, “pro-
ducing area”, "prefecl area”, and “slandand project 2rea”.

19.15.16.14 NMAG will be emerded ba provide for distine! rules
of "diractional’ as o d to "herzontal” weds. The ndes for
directioral wells wil not be sigrificardly changed, but will no
lorg apely to heedzontal wels.

19.15.16.15 NMAC will b2 amended to collect in 3 single sac-
fion these rules that apply 1o harlzealal walls and 1{«:pcses raui-
sions 1o comprehensively requlate such wells. These changes
inghide eslablishing standard horizeatal spacing unils and pro-
cedures fer OCD a of non-stardard horzontal spac:’g
unts, The proposed changes eko provide minimum seth
distaroas for harizealal walls fram horizordal spacing unil boun-
daries and authorize horizoatal wells to produce at maximum
efficierd rates 1o prevent waste of oil and gas.

P of Propesed Rule. The proposed changes will adapt
m:p:;:dng ammack rzqmn%anx;g foe _ho%%rl.aj wells
the unique nature of those wells, and maximize such wels' effi-
meng elminating unngczssary restriciions on production,
and also clarlly maltats that are urceran in existing rdes.

Legal Autharily. These amerdmenls are aulhorized by?the Gil
and Gas Act, NMSA 1978, Secticns 70-2-1 thr 0-2-38,
and specifically Section 70-2-11(4), (ahich zuthorizes the
ateplica of nfes b cary out tha purpases of the Acl), Secion
70-2-12(A) (which authedzes the Commission to prorate pro-
duclion of crde pelroleum o and natural gas) ard Secica 70-
2-12(B){10) (which authorizes the Commission to fix the spac-
ing of wells), The nulemaking proceeding wil be gu.w-ed by
the Commizzion’s rule an rulemaking, 18.75.3 NMAC.

The full fexd of the proposed ruke amendments is evailshle from
Cammission Clerk. Fiorene Davidsan at {505) 476-3458 af can
be viewed on the Rules page a1 the Gil ervaticn Divisien's
wabs2e at hitp-lfwrerw. emnrd state nm.usiocd, or at O Coreer-
vation Dwision cffices in Sanla Fe, Hobbs, Arlesia, or Azlec,

Public Hearing and Cemment.  Tha Commission will held a
putlic hearing en the proposed rules at the Commission meet-
ing which wil commence 21 9:00 AM. an April 17, 2018, in Per-
ter Hall, 1st Flor, Wandal Chiro Buiding, 1220 Scuth St.
Francis Drive, Santa Fe, New Mexico,

Writtan ar electronic comments ¢n the proposed rule may te
hand dedverad o mailed {o the Commission Cler, Florene Da-
vidson, 3d floar, 1220 South St Francs Drive, Sanla Fe, NM
87505, or e-maied to forene davidson@state.nmus.  All wril-
fen or electronic ¢omments must be recsived by the Commis-
san Clerk no later than 900 AM. on Agril 17, 2018, unless the
Cammission or the Commission Char extends 1his deadine.

Persors intending to submit prepesed modificasions to the pro-

ﬁosed nie amendmends, to present technical tesmony at the
earing, of 1o cross-xaming witnasses must Ha si eopas of a

Pre-hearing Statement conforming 1o the requirements of Sub-

gactn B of 19.15.3.11 NMAC, no [afer than 5:00 P an Al

3, 2018, Pre-hearing Statemenis mus! be hand-gelivered,

:jneﬁed, or e-maded to the Commissica Clerk at the above ed-
ress.

Ary persan who has ned submilied a pre-hearing sfatement
may preseni nontachnical testimony or make an unswom
slarement at the hearing. A person may also offer exhbits with
the festimany so long as the exhibits are relavant fo the pro-
posed rule charqes and do not unduly regeat 1he testimony.
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Ary gersan whg wishzs o presanl nondschrical stmony
should indizata his ce her Intant on a sign-n sheat at the hear-
ing. A person who testifies at the heanng is subject 1o cross--
exzminglion by the commiszionsrs, commissin counss, or a
party on the subject matter of the persen's drect iestmory.

Il yoa are an indidual with a disatility whe needs a raader,
ampifier, qualified sign farguage interpreser, or any other fom
af gusiliary 8id or service fo atterd or parficipale in ths bearing,
Elease contact Ms. Davidson at {303) 476-3438 or threugh the
New Mexio Relay Metwork & 1-800-650-1779 by Agril 3,
2018. Public dacumanls can be provided in vanious accessile
forms. Please cordact Ms. Davidson If a summary or otfer type
aof eccesshle form s needzd. A parly wha plans to use procee-
tien equipment a1 a haadng must ceatact Ms. Davideon seven
business days prior to the hearing requesting 1he use of the
projeclion equipmenl. Wirsless inlemed & availzble; howaver,
the persen requesting to vas the wireless ceanection must pro-
vide & laplop computer.

Technical Infarmaion thal served as a tasis or ihe propesad
ik includes:

-Holitch, 5. and Blakeley, D., *Flow Characeristics of Hydrzal-
it Fraciure F:ggﬁpams Subiacled Io Repealad Produttion Cy-
cies’, SPE Production Enginesdng, Feb. 1952; and

-Crafton, J. ard Nog, S, “Impact of Delays &nd Shitns ¢n
)"‘éells Productivity’, SPE Easlem Pegional Mestng, August

These maleriads can be viewed on the Rules page at the il
Cu'rﬁruaﬁm Division’s webeta gl htiplwwaw,emnrd.state.ran
usioed.

Given urder the Seal of tha Siate of Mew Mexico O Censenva-
ticn Cemmisslon at Santa Fe, New Mexico on this 12th day of
March, 2018,

STATE OF NEAY MEXICO
QIL CONSERVATION DIVISION

Heather Riké
DCirectee, Oil Consanvation Divisian

Joumgk March 15, 2018
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