BEFCORE THE CIL CONBERVATION COMMISSICN
OF TPE STATE OF NEY MEIICC

IR THE MATTER OF THE HEAZIDD
CALILED BY THE ©Il. CORCERVATIOH
CCHMISSIONR CF REW MEXICC Ton
THYE. PURPCESE CF CONSIDERING:

CA3E NG, 15s2
Order Ro. -148%

APPLICATION OF LEA CCGUNTY DRIP (GMDPaANY,
INC, FCR ZEVISION CF RULE® 311, 3813,
1126, AND 1117 GF THE BTATEWIDE RULEE
AND REGULATIONE OF THE CIL QORSERVATIC
COMMISSICON OF NEW MEXICC,

CADER CF THE CCHHISEICH

BY TEE COHMISEION:

This cause camé o for hearimg at 9 o'clock a.m. on Cotober
13, 1958, at Farmington, Few Hexico, and again at & o'ciock a.m.
on November 13, 1958, ut Santa Fe, Kev Mexico, beiore the Cii
Conservation Commission oi New Mexico, bereinnfter referred to ss
the Commimsion.’

2

NCW, on this ¢  day of Tecember, 1858, the Commission, a
gquorun being preseatl, having comsidered the application, the
evidence adduced and beinmg fully advised in the premises,

FINDE:

(1) That due public notice bavimg been given as reguired
by law, the Commissien has jurisdiction of this cause ami the
gubject matter thereoi.

(2) That the applicant proposes certals revisions in Cou-
mission Rules 311, 3iZ, 1116, and 1117 regarding the hamdiing and
disposition of tank bottoms and other accumulations, on oil and gas
leases, of liquid bhydrocarbons which ure not merchantable through
normal chanmels.

(3) That ome 0f the proposed revisions ia that any
serchantable oll which might be reclaimed from such hydrocarbon
accumuiations shoulé not be charged againet the aliowablie for
the well or wells from vhich said oil was produced.

(4) That such a revision would encourage ianesfficieant
operation of o1l apd gad leases in Hew ¥Mexico and would tend to
violate correlative rights.
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(5) That the renainder o1 the proposed revisioons are im
the interest of conservation and willi encourage good operating
practices.

1T 1€ THEREFCRE CODERED:

1. That Ile 2i: of the Rules and Regulations of the il
Conservation Commimgsion of Hew Hexico be and the same is hereby
revised to read as f{ollows:

20LE 3i1. SEDIMENT CIL

(a) “SBedirent 0il " is dcfined as tank bottoms and aay
other accumulations of ilguid hydrocarboms on am o0il and gas iease,
whieb hydrocarbons are pot merchastabie through mormal channels.

(b)) Ko sediment o0il shall be burmed or otherwise
destroyed unless and until the Jommission bas approved am appli.
cation to destroy the same on Form (~il7-A. No permit shali be
required, however, when sediment oil is put {0 bepeficial use on
the originating lease ior purposes of eliing iease roads, fire
walls, tank gradea, or other similar purposes.

(¢} Yhen ssdiment oil is to be rewoved from a .iease
ior reclamation, the person removing such sediwent oil shall obtain
a permit (Form C-117-B) irom the appropriate District Office oi
the Commission prior to removal of the o1l f{rom the lease. Any
merchantable 0il recovered irom sedimenmt oil shall be charged
againat the allowable for the wells on the origimating iease. All
such recovered oil shall be reported by the operator of the lease
on Form C-115 {(Operator's MNopthly Regort). Nothimg contained in
paragraph (c) of this Twile shail apply to reclaiming of pipeiine
break oil or the treating of tank bottoms occurring at a4 pipeline
station, crude oil storage terminal, or refimery, to the treating
by a gasolime plant operator of oil amd other catchimgs coilected
in traps and drips in the gas gathering lines coumected to gasoliine
plants and in scrubberg at such plasts, nor to the treating or
reclamation of oil and other catchings coliected in community sait
water disposal systess.

2. That Bule 31Y of the Rfuies and Regulations of the il
Conservation Commission oi Kew lexico be and the same is hereby
revised to resd as follows:

AULE 312. TREATING PLANTE

No treatiag plant shail operate except im conjormity
with the followimng provisions:
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{a) Prior to the comstruction of a treating slant,
a2 written application shall be filed for a treatinmg plant permit
gtating in detaii the location and type and capacity of the pliant
contemplated. The Commission, in mot iess than 30 days, wiil set
such application for heariug to determime whether the proposed
plant and method of processing wiil efficiently process, treat,
and reclaim sediment 0il. Belfore beginnivg actual operations,
the permittee shall file with the Commission a performaance bond
in the amount of $10,000.00, comditiomed upon substantiai
complinnce with appiicabie statutes of the State ol New Mexico and
a1i rules, regulations, and orders of the Cil Conservation Com-
mission of New Mexiceo.

(b) Such permit shal! entitle the treating piant
operator to am approve. Certificaie of Compliiance amd Authborization
to Traasport ¢il, Commission Form C-ii0, for the total amount of
progucts secured irom sediment oils processed by the operator. All
permits shall De revocable, after notice amd hearing. upon showing
of good cause,

(¢} ALl treating plant operators shail, on or beiore
the 25th day of each calendar wonth, file at the appropriate
District Cffice, a monthkly report on Comnission Foyrm C-il8, which
report shall support the Commissioa Form C-1i0 for the met oil
recovered and sold during the ;receding month.

The operator of each lease from which sediment oii 1is
removed for reclamation shail be promptly notified by the treating
plant operator of the amount of pipelime 01i recovered thereirom.
Ia the event sediment oll iror twd or more separate leases is to
be commingled prier to treatimg, the treating plamt operator shall
deternine the amount of Dipeiine oil attributable to each iease by
testing a represeatative sample of the sediment oii from sald lease
in sccordapce with the standard centrifugal test prescribed by
the APY Code for Measuring, Sampling, and Testing Crude Cil, Number
315, section 5.

3. That Wwie 1116 of the Ruies anid Reguliations of the
cil Comservation Coumission of Nev Mexico be and the sawme are
hereby revised to read as foilows:

RULE 1116. SEDIMENT CIL DISPCSITICGR PERMITS (FCGRU C-117-A ANU
C-~117-B)

{(a) Form C-117-2, Sediment U1l Destruction Permit, shali
be submitted inm TRIPLICATE in accordance with Rule 31i, and shail
contain the foliowing information:
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(i)
(2)
(3)

(4)

Name of operator

Name and location of icase

Tyie of sodiment oil (tank bottoa,
emuision, ete.)

Estinated amount (ip barreis).

{(v) Form C-117-B, Rediment Oil Becovery Permit, shalil
be submitted is QUADRUPLICATE in accordance with Rule 311, and
éhall coatain the following ianformatiosn:

(1)
(2)
(3)
(4)

{5
(6)

Mawe of Transporter

Rane of operator

Noame and locatiom of lease

Tyge)of Sediment ofil (tank bottom, emuision,
ete.,

Estimated amount (im barrels)

Disposition

4. That Bule 1i17 oi the Rules and Regulations oif the (il
Conservation Commission of New Mexico be and the same aire hereby
revised to read as follows:

RULE 1117. TREATING DPLANT CPERATOR'S MONTHLY REPORT (FCRK C~1i8)

Form C-11B shall be submitted in DUPLICATE in accordance
with RZule 312, and shall coatainm the following imformation:

(1)
{2)
(3)
()
3)

)

Nape of treating plaat operator

location of piamt or plants

source of each individual acgquisition
Funber of permit authorizing acguisition
Gross volume of sedimeat o1l acquired irom
each source.

Net amount ©f pipelivce ©il recovered from
each acqguisition.

5. That Forms C-il7 and Form C~ii8, as the same pow exist,

are hereby abolished.

8. That Porms C-1i7-4, Form (~ii7-B, and Porm C-1i8, sheets
1 and i~-A, be and the same are hereby establisbed as they appear in
Exhibita A, B, C, and D, respectiveiy.
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IT IZ FURTHER CRDERED:

That the effective date of this order and 0f ail of the
provisions contained berein shall be January 1, 1836,

STATE OF NEW MEXICC
GIL CONSERVATICHN COMMISEION

IDYIE L, MECHEY, Chalrmanm

HURRAY E. MORGAN, Member

A, L., PCaTE], Jr., Member & Secret.ry
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