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

APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION,
THROUGH THE ENFORCEMENT AND COMPLIANCE MANAGER, FOR A
COMPLIANCE ORDER AGAINST MESQUITE SWD, INC., SUSPENDING
MESQUITE’S AUTHORITY TO INJECT INTO THE EXXON STATE NO. 8 UNDER
ORDER SWD-180 UNTIL MESQUITE SHOWS THAT THE INJECTED FLUIDS ARE
NOT ESCAPING TO UNAUTHORIZED INJECTION ZONES; REQUIRING
COMPLIANCE WITH ORDER NO. SWD-180 AND RULE 19.15.9.703 NMA(E:‘AND
REQUEST FOR EXPEDITED HEARING; EDDY COUNTY, NEW MEXICO :W
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IN THE MATTER OF MESQUITE SWD, INC.’S APPLICATION NO. PKVR081793
TO AMEND PERMIT SWD-180 Fe

]

Case No. 14178

MESQUITE SWD, INC.’S MOTION TO QUASH EMERGENCY ORDER NO. E-37

Mesquite SWD, Inc. (“Mesquite”) submits its Motion to Quash Emergency Order No. E-

37. In support of its Motion, Mesquite states:
L. Introduction

On May 9, 2008, the New Mexico Oil Conservation Division (“NMOCD”) issued
Emergency Order No. E—37@@due to alleged violations of
Order No. SWD-180. Emergency Order No. E-37. Emergency‘ Order No. ER-37 mistakenly
alleges that Mesquite violated Order No. SWD-180 by using the Exxon State No. 8 well to
dispose of fluids at a depth of 694 feet. Id. However, the NMOCD amended Order No. SWD-
180 in 1977 by approving an Application to Drill the Exxon State No. 8 to a depth of 700 feet.

Accordingly, Mesquite is in full compliance with Order No. SWD-180 and no legal basis

supports Emergency Order No. E-37.




IL. Legal Standard

A motion to quash should be granted when a court or administrative agency enters an
order unsupported by law. See, State v. Heinsen, 2005-NMSC-35, €s 2, 4-5, 138 N.M. ;141,
444-445 (affirming the quash of a order granting an appeal based on a non-appealable, non-final
order); Charles P. Young, Co. v. Anayﬁ, 119 N.M. 449, 451; 891 P.2d 1203, 1205 (1995)
(affirming the quash of improperly issued sﬁbpoenas).

The NMOCD has statutory jurisdiction to “enforce effectively” the provisions of the Oil
and Gas Act and other New Mexico laws “relating to the conservation of oil and gas.” NMSA §
70-2-6(A). An operator who “conducts any activity pursuant to a permit, administrative order or
other written authorization” from the NMOCD must comply with the terms, conditions, and
provisions of such authorization. 19.15.1.141 NMAC. When an operator has failed to comply
with the terms, conditions and provisions of the NMOCD’s authorization, the NMOCD may
issue an emergency order and sanctions. See, id.; 19.15.14.1225 NMAC; 19.15.14.1227(B)
NMAC. Conversely, an emergency order issued when an operator has complied with all of the
terms, conditions and provisions of its authorization from the NMOCD lacks a legal basis and
should be quashed. See, 19.15.1.141 NMAC; 19.15.14.1225 NMAC; and 19.15.14.1227(B)
NMAC.

In a compliance proceeding, the NMOCD bears the burden of demonstrating that the
operator against whom the NMOCD has brought the emergency order has violated a specific rule
or order. See 19.15.14.1227(B) NMAC (The NMOCD may seek a compliance proceeding “for
violation of... any rule or order” issued pursuant to the Oil and Gas Act.). The NMOCD cannot
support an emergency order against an operator who has not violated any terms, conditions, or

provisions of its authorization from the NMOCD. See id. Emergency orders issued without a




valid legal basis should be quashed. See; Anaya, 119 N.M. 449, 451; 891 P.2d 12()3, 1205;
Heinsen, 2005-NMSC-35, s 2, 4-5, 138 N.M. 441, 444-445.
III.  Argument
Mesquite has complied with the terms, conditions and provisions of Order No. SWD-180,
as amended. Consequently, Emergency Order No. E-37 lacks a legal basis to shut in the Exxon
State No. 8. Emergency Order No. ER-37 mistakenly states that Mesquite violated Order No.
SWD-180 by using the Exxon State NW )

Emergency Order No. E-37, 9s 5, 8. However, when it issued Emergency Order No. ER-37,

the N\/IOCD failed to consider the subsequent amendment to Order No. SWD-180 allowing the
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Pluv Back Approved February 18, 1977, attached as Ex. A. A brief history of the Exxon

State No. 8 demonstrates that the NMOCD authorized the well to be drllled toa depth of 700 f et
on February 18, 1977: 7% g—b W)\
B n VR m N
1) From approximately May 18, 1976 to October 12, 1976, Order No."R-5217

authorized A.H. Rains, the original operator of the Exxon State No. 8, to operate the
Pure State No. 1 well as a salt water disposal well. See Order R-5217, attached as

Ex. B. GuS D

2) Mr. Rains determined that the Pure State No. 1 could be used as a production well
and submitted an application to change the purpose of the Pure State No. 1 and to
substitute another or additional well under the same lease as a saltwater disposal well.
On October 12, 1976, the NMOCD entered Order No. R-5217-A approving Mr.
Rains’ application to use the Pure State No. 1 well as a production well. See Order
R-3217-A, attached as Ex. C.

<)

3) Order No. R-5217-A further authorized the “Secretary-Director of the Commission...
to approve such additional or substitute injection wells at orthodox or unorthodox
locations within the applicant’s Pure State Lease.” Ex. C, Order No. R-5217-A, p.

2,92,

4) To obtain approval for additional or substitute injection wells, Order No. R-5217-A
required Mr. Rains to submit an application to the Commission. Id. The Order
provided that the Commissioner-Director had the authority to administratively

L




approve such application if the NMOCD did not receive any objections within 20
days. Id.

5) On December 13, 1976, pursuant to Order No. R-5217-A, Mr. Rains submitted an
application to operate the Exxon State No. § as a salt water injection well within the
Pure State Lease. Order No. SWD-180, first unnumbered paragraph.

6) On December 31, 1976, Mr. Joe D. Ramey, the Secretary-Director of the NMOCD at
that time, administratively approved Mr. Rains’ application by issuing Order No.
SWD-180. Order No. SWD-180, p. 3. Order No. SWD-180 approved the Exxon

. ————
State No. 8 to a depth of “approximately 570 feet to approximately 600 feet.” ‘Order
MM

———

No-SWD-180, pri———

7) On February 8, 1977, Mr. Rains submitted an “Application for Permit to Drill,
Deepen, or Plug Back” for the Exxon State No. 8, using a Form C-101, consistent
with the provisions of Order R-5217-A. See Ex. A. The application identified the
Exxon State No. 8 as the well to be drilled and identified the permit to be modified as
“SWD 180.” Id. On February 18, 1977, Mr. W.A. Gressett of the NMOCD
administratively approved Mr. Rains’ application to drill the well to 700 feet, again
consistent with the authority to act administratively pursuant Order No. R-5217-A.
See id.; Ex. C, Order No. R-5217-A, p. 2, § 2. This approval, pursuant to the

i authority granted by Order R-5217-A, demonstrates that the Exxon State No. 8 has
yeen approved to a depth of 700 feet.

8) On March 7, 1977, seventeen (17) days after the NMOCD’s approval of Mr. Rains’
application to deepen the Exxon State No. 8 to 700 feet, the Artesia Daily Press
published notice that the NMOCD had approved the Exxon State No. 8 to a depth of
700 feet. Artesia Daily Press, Oil Patch Report, March 7, 1977, attached as Ex.
D.

9) On November 25, 1977, Mr. Rains filed the Well Completion or Recompletion
Report and Log, Form C-105, showing that the Exxon State No. 8 was completed to a
depth of 694 feet. A handwritten note on the lower right-hand corner of this form
confirms that this completion log is associated with “SWD #180,” the permit for the
Exxon State No. 8. Well Completion or Recompletion Report and Log,
November 25, 1977, attached as Ex. E.

The record demonstrates conclusively that the NMOCD amended Order No. SWD-180 to

allow the operator of the Exxon State No. 8 to dispose of salt water at a depth of 700 feet.

Consequently, Emergency Order No. E-37 shutting in the Exxon State No. 8 was improvidently

entered and should be quashed.
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IVv. Conclusion

For the reasons set forth above, Mesquite requests that that the Division Examiner enter
an order quashing Emergency Order No. E-37 and allow the Exxon State No. § to operate
pursuant to Order SWD No. 180, as amended and modified by the NMOCD on February 18,

1977.
Respectfully submitted,

HINKLE, HENSLEY, SHANOR & MARTIN, LLP

%m@é—o-/‘m

Thomas M. Hnasko
Kelcey C. Nichols

Post Office Box 2068
Santa Fe, NM 87504-2068
505.982.4554

Attorneys for Applicant Mesquite SWD, Inc.

CERTIFICATE OF SERVICE

[ hereby certify that on this on this 9th day of September, 2008, I sent a true and correct
copy of the foregoing and Mesquite SWD, Inc.’s Motion to Quash Emergency No. Order E-37
via postage prepaid first class mail and electronic mail to:

Mr. Sonny Swazo, Esq.

01l Conservation Division
1220 South St. Francis Drive
Santa Fe, NM 87505

W i !

Kelcey C.Aichols
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BEFORE THE CIL COMSERVATION COMMIEZSION
OF THE STATE OF HEW MEIICC

i OF THE EEEF'NH
CALLED BY 'I“" s OIL COHNGERVATI
COMMISSTION OQF HEW MpXICO FGR
2HE PURPCSE OF CONMSIDERING:

CASE HO. %6EL
Order No. R~%5217

APPLICATION OF A. H. RAINI FOR
SALT WATER DISPOSAL, EDDY COUNTY,
HEW MEXICO.

ORDER OF THE COMMISSION

5Y THE COMMISS IDH‘

This cause came on for hearing at 3 a.m. on May 12, 1975,
at Santa Fe, New Mexice, bhefore Examiner, Canial 8. Nutter.

W, on BRI i1arn _day of May, 1976,
rum being present, naving considersd the

quar tastimony, the
racord, and the recommendstions of the Examiner, and being fully
zdvized in the premises,

{1} That due public notice having been g¢given as requir
by law, the Commiszion has jurisdiction of this cause and th
subijest matter thereof,

H
o r
31

}  That the applicant, A. B. Rains, is the operator cf
g State Well Ho. 1, lozated in Unit J of Se
p st, N¥MPM, Maoruder-

the aprlicant proposés to utillize said well to
soose of produced salt water into the Yates formation, with

50
jection into the apen-hole interval from approximately 540
et

e

feet to 55) faex,

(4 hat the inieckion shouwld be accomplished thrcugh
278~inch tubing installed in a packer set at approximately
35 feet; that the casing=tubing annulus should be £illed with
nert fluid; and that a pressure gauge or approved lsak

etection device shouid be attacheu to the annulus in order 4o
setermine leakage in the casing, tubing, or packer

}  That the operater should notify the supervisor of
the Artesia district office of the Commission of =he date
and time of the installatiecn of disposal squisment 30 that the
same may bhe ilnspestad.

EXHIBIT

2




the ,njéc:ac,watc& entmrs c“»y the p
i

b
ts escape to oth

{7} That approval of the subiect application will prevent
&

the drilling of unnecessary wells
and protact correlative rights.,

{1} That the apmlicant, i.
=c u*ilize its Pure State Well Ho.
Section 15, Township 21 South, Rang@
Yates Pool, Eddy County, New Mexico
watar 1 e Yates formafion, rn1ﬂ*
thraoy inch tubing instnlled !
mat t, with injection into
ape 540 feet to 3531 faet;
WEVER, that the casi:
nert flui
annulusz o
datactlion davice
ubing, or packesr.

That the c:erﬁ‘cr shall

Y ma lnspectad.

{3} That the cperatcor shall

isor of the Commission's Artesia
cf the tubing, casing, or packer,
of warer from or arsund said well

may ke bimely and necsssary to corysct

'u“1;d celd
her ard

necessary.

That the ap"llcahd shall
sposal operations in accordance with Rules
Commission Rules and Regulations.

and otherwis revant waste

H. Rains, is hereby authorized

1, locatsd in Unit J of

27 East, uMPM, Hagruder-

to dispose of produced salt
tion to be accomplished

; 8t at approxi-~
le intezval £rom

g-tubing annulus shall be

uid, a2nd that a pressurs gaudge shall be
r the annuius shall be squipped with

in order tc leakage

netify the supervisor of

esiz distzict office of the Commission of the date and
the installation of dispusal sguipment so that the same

Imma notiiy the super-
dlatx fice of +the failure
in =2aid or the leakage
and sna- 2 3uch stsps as
ilure or leakage.
submit me raparts of
704 and 1120

CaRUEe 1
Commission mav deem




SAant
&

above jchng

f
.'*

E‘;‘: Hewe Hﬁ‘}fiCO, on

ETATE OF NEW MEXICO
OXL COHSERVATION COM¥

VHIL R. LUCE PQA ci dirman

e
f{f‘,'e./\, A

AN e m e
¥, Mewber & Secrastary
;




L:_».'ﬂﬁ«M DL

IK THE MATTER OF THE BIARING
CALLED BY THE COLL CONSERVATION
COMMISSION QP HEW MEXICO FOR
THE PURPQGSE OF CONSIDERING:

O
o

APPLICATION OF A, H. REINS
AMENDMENT OF CORDEER BO. R-5
EDDY COUNTY, NEW MEXICC.

ORDER OF THEZ COMMISSI

caus for hearing at 9 a.m. on Septambez 15,
Santa P‘", New‘ 'il:—;x’ . . - -

£, the Commissioswn,
testimonv, the
r, ané being fully

HOW, on this _ 12th day of Oc'ube:, 187
& q;orﬂm being present, Kaving ldered the
scard, and the recommendations o he Examine

ized in the premises,

»"t‘l-—'

1

T

{2} That due public notics having bee
by law, the Commission has jurisdiction of
gubject matter thereof,

(2} That by Commission Crder Mo, R-3217 dated Mav 18, 197s,
the applicent, A. E, Rains, wasg granted agthority o utilize his
Purs State Well XMc, 1, located in Unit J of Section 15, Township
21 Seuth, Range 27 East, NMP¥, Magruder-Yztes Pocl, Eddy County,
He ic as a zalt water disposal well for water production
Ir T2 5State Lease, -

{3} That it now appeazs that sald Pure State Well No. 1 may
ne better utilized as a producing well.

(4} That the asplicant seeks the amendment of Order Eo.
R-3217 to provide an admini trat*vs v¥gcedure _f£zr the approval of
Substitute or adailtiongl—salt water @ifgTossl wells on Said Purc

] /—N—_\.—
Stqgg'deasé“*n*ﬁectﬂon Iﬁ*—Town”ﬁrp‘7T“€outh, Rangeé 27 E&st,
> = bty A =
Magrider-YEEes POl Eddy COounty, New MEXich .

(5) That the applicant is the only operator in said Magrudsr-
Yatas Paool, A

(6} That approval of the appliczation may result in greatar
recavery of oil from gaid Pure State Leass, will not cause wazte,
will not vaal :te corrslative rights, and wiil not endanger ftesh
watesrs provided that prover well copsitruction 2nd menitzring

nrocedures are vequlired.

Richard L. Stamets.

EXHIBIT

C
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{1} That Crder (1), (2}, and (3), ¢f Commission Orgdar We.
7 are hereby amend2d to read in thelr entlrety as follows:

"{1} That the applicant, A, #. Ralns, i1s hereby zuthorized
o ubkllize his Pure State Well NMo. 1, located in Unit
Section 153, Township 21 South, Range 27 East, HMPM, M¥Ma
Vates Pool, Bddy County, Haw Mexico, & i ;
galt water into the Yates formabtion, inj
accomplished through 2 3/8-inch tubing
packer set at approximately 535 fest, wiu *n;ert*on int
+the open-hole interval from approximately 540 feet ko 55
faat.

r

"{21 The Secretarv-Uirector of the Commi
au:hor;zeq te approve S h additicnzl o
i t orthedax and uncrtho
within the bcund&ries of applicant’s Pur

a2s may be necessary t¢ handle produced w
pravided said wells aze located no closs
to the outer houndary of said lsase nor
fzet Lo any guarter-quartsy sectlion or
bBoundary To obtain such approval, the
ar application with the Cormissi
on shall inciude the following:

at showing the lLosation 5f the propoeed
within the project arsza, and affsget
locating wells which cffset the project area

homatic dzawlng of the p:opose& digposal
1y describes the casing, tubking, perforated
dapth,
{cl A lsutex starting that all offset operators to
the proposed well have peen furnished a complete copy
of the application and the date of mofification.
THe Secretary=-Diracter may apsrove the propossad well if,
wichin Z0 davs after recaiving the application, no objection
£o the propesal is received, The 32 :eta;y—Direc:or ELY
grant immediate apyrav&’ ¢f the application upon rscelipt

of waivers from offmetting operators,

(%) That terms apnd conditions of approval of any disposal
well under provizions of this order shall be as Follows:

() That the ceging-tuking annulug shall be filled
a: ert fluid, and that a pressure gauge shall bae
:h ¢ the annuluz or the annulus zhall he eguipped
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dit* an acproved leak detection device in or
mine leakage in the c¢asing, tubing, or packer,

{bY That the opera ator shall notify the supervisor
af the Artesia district office of the Commission of the
date and time of the installation of dispesal equipmen=
so that the same may be inspectad.

(c} That the operator shall immediately notify the
gyperviscr of the Comnission's Artesia district office of
the failure of the tublng, casing, or packer, in sz2id well
or the lesakage of watar from or arocund said well and
shall taxe surh staps a8 may be timely anéd necessary to
correct such fazilurs or leakage.
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ROME &t Santa Fe, New Mexico, on the day and vear herein-

designated.

T OF NEW MEXZICO
L CONSERVATION COMMISSION

L




The A

2 Anesla
, .un“,m:ih
.. Tu EJ(..AJ in
e ence

iomiwel at f
Head Start con
reom, Seventh and Kem

JUNIOR HUMANE~—The
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will meet at7:30 p.m. tonlght at
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merce,

John Gates wEll
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be the
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GOP WOMEN-—The’ Ar‘eskn
chapter of the Federation of
Republican Womc-; will meet at

T p.m. Tueaday in Peoples State
Bank meeting rocm. hew c!- 3

ficers will be instalied. ~
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anitcd ' '

GIRLS SOFTBALL-~The
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" 13 urged to registar at this Ume,
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with them lo register, and:
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giris registering for the first
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All members a1 urged tn‘
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DAR MEETING—-Tha Mary
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Revolution w&k meset at 7:3
p.m. tonight in the home of Mr,
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American higtory ssaay wine
ners and their mothers will ba
Ruesil.
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Cancer Crusade.
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