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CASE 5255

MR. PORTER: The Hearing will come to order,
please. Let the record show that present for this particular
Case is Chairman Trujillo ané Commissioner Porter.

We will go on to Case 5255 and I would like to call

for appearances in this Case.

MR. DERRYBERRY: I am Tom Derryberrxy representing
the 0Oil Conservation Commission, and I have one witness.

MR. BUELL: Sumner Buell appearing on behalf of
Union Oil Company of California and I will have one witness.
MR. REYNOLDS: GSteve Reynolds appearing on behalf
of the State Engineer Office.

MR. PORTER: Does anyone else have testimony to

present in the case?

MR, CORMIER: Sir, I do not have testimony, but

I would like to make a request. My name is W. L. Cormier
rith the Chevron 0il Company out of Denver.

MR. PORTER: Mr. Hanagan, do you intend to put on
pny testimony in this Case?

MR. HANAGAN: No, sir.

MR. PORTER: Well, I believe we will have three
lparties to put on testimony here, the Commission staff and
Union and the State Engineer, and, of course, at the conclu-

Lion of the testimony anyone who would like to make a state-
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NUTTER-DIRECT CASE 5255

ment may do so at that time, whether or not you have entered
an appearance here, so I believe we are going to proceed
with the testimony in the order that was indicated by the
appearances. I'll call on Mr. Derryberry first and then I
will ask Union to put on their testimony and then the State
Engineer. Mr. Derryberry?
(Whereupon, the witness was sworn)

DAN NUTTER
called as a witness, having been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR. DERRYBERRY:

Q Would you please state your name and positien
for the record?

A Dan Nutter, Chief Engineer for the New Mexico 0il
Conservation Commission.

Q Would you give us a brief summary of your educatioval
and experience background?

A Yes, sir. I graduated from the New Mexico School
of Mines with a Bachelor of Science in Petroleum Engineering
in January, 1952. Subsequent to that I immediately went to
work for the Phillips Petroleum Company; I was employed by
the Phillips Petroleum Company until August of 1954 when I
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NUTTER-DIRECT CASE 5255

went to work for the 0il Conservation Commission as a staff
engineer the first of September, 1954. I have been employed
by the Commission since Ehat date, and have been Chief
Engineer for the Commission since 1958.

Q Have you been previously qualified, had your
qualifications accepted as a matter of record by the 0il
Conservation Commission?

A Yes, sir, I have.

MR. DERRYBERRY: We would like to tender Mr.
Nutter as an expert witness in the field of geothermal
energy production and related matters.

MR, PORTER: The Commission considers the witness
qualified to testify.

BY MR. DERRYBERRY:

Q Were you delegated the primary responsibility by
the 0il Conservation Commission for drafting the proposed
regulations for geothermal energy resources development in
the State of New Mexico?

A Yes, sir, the Commission gave me that assignment.
Q Would you briefly state the statutory background
bf State regulations in geothermal resources development?
A The New Mexico State legislature by Chapter 75,

the Laws of 1973, enacted a Statute relating to the conserva-
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RUTTER-DIRECT CASE 5255
8

tion, regulation and prevention of wasted jeothermal resources,

and giving the 0il Conservation Commission authority to
regulate, conserve and prevent the waste of geothermal
resources. I would like to read that Statute--it is very
brief--into the record of this Hearing.

{(Reading) Be it enacted by the Legislature of the
State of New Mexico., Section l. The Oil Conservation Com-
mission is hereby vested with the authority and duty of
regulating the 2rilling, development and production of geo-
thermal resouxces and with the authority and duty of con-
serving and preventing waste cof jeothermal resources within
this State in the same manner, insofar as is practicable,as
it regulates, conserves and prevents waste of natural or
hydrocarbon gas. “Geothermal Resources” as used herein
shall mean the natural heat of the earth, or the energy in
whatever form below the surface of the earth, present in,
resulting from, created by, or which may be extracted from
this natural heat, and all minerals in solution, or other
products obtained from naturally heated fluids, brines,
agsgsociated gases, and stesm in whatever form found below
the aurface of the earth, but excluding oil, hydrocarbon gas,
and other hydrocarbon substances. Nothing in this Section

shall be construed to supersede the authority which any
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NUTTER-DIRECT CASE 5255

State department or agency has with respect to the manage-
ment, protection and utilization of the State lands and
resources under its jurisdiction. (Fnd of reading.) That
is the entire statute.

Q Would vou briefly outline the steps you have taken
to familiarize yourself with the geothermal energy resources
production and cdevelorment?

A Yes, =ir. I''l bhe the first to admit that I'm an
infant in the field of geothermal resources, but I have made
an attempt to familiarize myself as much as possible since
the enactment of this Statute and to acquaint myself with

he drilling, production, and operation cf geothermal
resources, and with regulations and laws from other states
concerning these resources. I have visited the only active
geothermal resources development program in this State; I
have also visited the geysers, which the only active com-
mercial gecthermal development of steam in the United States,
in California; and I made every attempt that is possible to
familiarize myself with this. I have also visited with
stete regulatory people on a number of occasions, who are
concerned with geothermal development in their respective
states.

(Whereupon, a discussion was held off the record.)
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NUTTER-DIRECT CASE 5255

Q As a result of this study have you drafted pro-
posed regulations for geothermal energy resources production
and development in the State of New Mexico?

A Yes, sir, I have. I have drafted a copy of a set
of rules and regulations for geothermal resources and I am
proposing that these regulations be considered by the
Commission.

Q Have these proposed regulations been circulated to
the industry?

A Yes, sir. These proposed regulations have been
circulated and sent to all of the known interested parties
that we are aware of in the field of geothermal; they have
been submitted to a recent meeting oL the Geothermal Resource
Council, which i3 a nation-wide organization of geothermal
producing companies, and geothermal utilization companies,
and various states which have gecthermal interests in those
states. This recent meeting was held in San Francisco, the
meeting was attendec oy regulatory people in the field of
geothermal from ten cifferent western states, by the USGS,
by the producing companies, and by the utility companies
that utilize geothermal resources. The rules were presented
in a panel, c¢iscussed at that meeting, tnere was discussion
on them, as was there discussion on the rules and regulations
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hUTTER—-DIRECT CASE 5255

of other states. We obtained a maziling list of the attendancd
at that conference, which was highly representative of the
geothermal industry today. Copies of these rules and regula-
tions were mailed to that mailing list which we obtained,

on May 31lst, 1974 with a notation on the front cover that
these proposed rules and regulations will be considered at
public hearing by the New Mexico 0il Conservation Commission
at 9:00 o'clock a.m., June 11, 1974, at Morgan Hall, State
Land Office Building, santa Fe, New Mexico. Copies of the
proposed geothermal rules and regulations were also sent to

the Water Quality Control Commission, the State Engineer

Office, the Environmental Imprcovement Agency and the Attorney
General's office, and I cdon't know 1f there are any cther
State agencies that they were mailed to or not.

MR. PORTER: The Bureau of Mines.

A (Continuing) The New Mexico Bureau of Mines
received a copy, the USG5 was sent copies of them, not only
in the Roswell office, but alsc the Menlo Park, California
office of the U35% which has jurisdiction of geothermal
activity on Fecderal lands in the west.

Q Axe these proposed regulations prepared in the
form of an exhibit?

A They are prepared in the form of arn Exhibit and
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NUTTER-DIRECT CASE 5255

e 10
are marked Exhibit A, Case No. 5255.

Q Are copies of Exhibit A available for people
attending the Commission?

A Yes, sir, there is an abundance of copies available
here today for anyone who cares to pick one up.

Q Do you have any suggested revisions to the proposed
regulations as presently set forth in Exhibit A?

A Yes, there are some proposed revisions to these

rules and regulations that I would like to offer at this
time.

We have been under quite a dead line as far as getting
them prepared and the rules and regulations are in a state
of flux and we were still editing them right up to the time
of this hearing and we do have some corrections and some
clarifications to offer at this hearing this morning.

Q Would you please refer to Exhibit A and review
the proposed regulations, section by section, giving a short
summary of each provision, including any changes in the
present draft that you feel are necessary?

A Yes, sir. If you will notice first of all the
table of contents, we have got 9 sections in these rules,
being: Section A, Definitions; Section B, Miscellaneous

Rules; Section C, Drilling and Production; Section D, Recordj
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NUTTER-DIRECT CASE 5255

anéd Reports; E, Abandonment, Temporary Abandonment and Plug-
ging of Wells; Section F, Ratable Take; Section G, Injection
and Disposal Wells; Section H, Blowout Prevention; and
Section I, Rules on Procedure.

I will start first with the Definitions. I think that
these pretty well speak for themselves, I don't need¢ to go
into each one of them in detail. I would recommend that the
definition of correlative rights, however, be changed in the
next to the last line of that definition. The word "pool"
should be stricken, and the word "reservoir" should be sub-
stituted for that.

On the next page, A-2, a low-temperature thermal well
is defined as being a well drilled to produce low-temperature
thermal water for the purpose of extracting heat for agri-
cultural, industrial, municipal, or domestic use. This
should also include the word "commercial”.

You will note on the next page, A-3, that "waste" is
defined, and it shall mean any physical waste including
underground waste and surface waste. This is in conformance
with the Statutes governing the drilling for and production
of natural gas, natural or hydrocarbon gas, as we were
required to do by the Statute, the Laws of 1973.

Now, if we refer to Section B, the Miscellaneous Rules.
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NUTTER-DIRECT CASE 5255

Rule 1 there, if vou come down to about the seventh line,
the word "geothermal® should have a capital "G". This rule
simply says that the rules are promulgated by the Commission
to govern geothermal and that there may be special rules
enacted for special pools.

Rule 2 is Enforcement of Laws, Rules and Regulations,
giving the Commission jurisdiction to enforce this and per-
mitting emplovees, or charging emplcoyees with the duty and
obligation of enforcing the rules and regulations.

Rule 3 prohibits waste.

Rule 4 provides that all geothermal operations, ex-
ploratory, drilling, and producing shall be conducted in a
manney that will afford maximum reasonable protection tc
human life and health and to the environment.

Rule 5 I have an amrendment to. It is recognized by
the Commission that the appropriation of water, in a liquid
or gaseous state, from a geothermal reservoir, or the
appropriation of water from any other source for the purpose
of injection into a geothermal reservoir is subject to. Now,
you can scratch the words, "such water rights and permits
for water appropriation as may be required under." And, at
the end of the sentence, "the laws of the State of New

Mexico" add the following words: Concerning water rights
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NUTTER-DIRECT CASE 5255

and permits for the appropriation of water. The rule would
then read: It is recognized by the Commission that the
appropriation of water, in a liquid or gaseous state, from
a geothermal reservoir, cor the appropriation of water from
any other source for the purpose of injection into a geo-
thermal reservoir is subject tc the laws of the State of
New Mexico concerning water rights and permits for the
appropriation of water. This simply means that if the State
laws require that you must have & wvater permit for the
depletion of water from an underground reservoir or, I guess
an undergreound reservoir, that the Commission recognizes
that this permit would have to be obtained for this water
right.

Rule 6 provides fthat we recognize that the United
States Government will have regulaticns concerning geothermal
development on its lands. However, these rules which are
nct in conflict with any Federal rules will apply to Federal
lands.

Rule 7 permits ths unitization of contiguous individual
leases into unitized areas Zfor the purpouse of exploration
and production of geothermal rescurces.

Eule & provicdes that the Commission «will from time to
time define pools and extend these pocls.
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NUTTER-DIRECT CASE 5255

Rule 9 says that we will print the forms that are re-
guired.

Rule 10 gives us the authority to cooperate with other
agencies.

Now, Section C, Drilling and Production. Rule 101 is
a plugging bond rule. We heard some discussion on plugging
bonds this morning on oil and gas wells. We have taken Rule
101 in our 0Oil and Gas Section and done some revision to
that; we think that perhaps this rule will better enable the
Commission to keep up with the requirements for plugging
wells. We will have more flexibility in the approval of
bonds under this rule and it will make it possible for the
Commission to have the funds available from these bonding
companies for plugging wells in the event that there are a
number of wells owned by a given operator which must be
plugged. The $10,000 blanket bond which the Commission
presently has in effect for oil and gas wells is inadequate
for plugging more than two or three wells in many areas. 1In
some cases it would only plug one well. So we have pro-
vided in this rule that the Commission will require a bond
before drilling a well. One well would be a $5,000 bond for
a geothermal exploratory development or injection well; that
is outlined in Rule 101 {(a) (1)}.
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Page. ... ... 15 ,,,,,,,,, .

Now, if you will drop to Section (3). This one-well-
geothermal bond in the amount of $5,000 could be replaced
by a multiple well geothermal exploratory development or
injection well bond in the amount of $10,000. However, not
more than five wells could be drilled under any such bond.
An additional $10,000 bond would be posted for each addi-
tional five wells or a fraction thereof, of course.

Now, if we come back up to Section (2) we will see that
a low-temperature thermal well or a geothermal obsexvation
well, both of which would be relatively shallow, would have
a one-well $2,000 bond. But, Section (4) provides that a
multiple-well bond could be substituted for that one well,
shallow-well bond in the amount of $10,000, but not more
than 10 such wells could be drilled under that bond. An
additional $10,000 bond wcoculd be posted for each additional
10 wells. The restvof the rule simply recites that the
procedures for transfer of wells and for the release of the
bond in the event that the wells are plugged or that they
are transferred to another person.

Rule 102 says that a well shall not be drilled until
you have a drilling permit, and on the third line there aftex
the word "injection" I would also add "or disposal". So
that a drilling permit would be required for a yeothermal
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NUTTER-DIRECT CASE 5255

production or for observation or for injection or disposal.
Section (b) of that Rule is the same as we have in our 0Oil
and Gas Rules that no permit would be approved for the dril-
ling of a well within the corporate limits of any city,

town or village unless notice of this had been given to

the city council or the town council, and evidence of such
notification is given to the Commission.

Rule 103 requires a sign on the wells so that our
inspectérs could tell which well they are looking at.

Rule 104 is wWell Spacing. We first of all define an
'exploratory”well and then a "development" well. An "explora-
tory" well is more than a mile from any defined geothermai
reservoir. A "development" well is a well that is within
the confines of a defined reservoir or within one mile thered
The acreage requirements for exploration wells, now, this is
the well that is out more than a mile away from any defined 1
source would be 40-surface acres minimum for the location of
that well, and the well would have to be located at least
330 feet from the outer boundary of that drilling tract; no
closer than 660 feet to another well capable of producing
from or which is drilling to that same formation, and at
least 100 feet from any public road, street or highway.

Development wells in a pool, now once it has been designated
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NUTTER-DIRECT CASE 5255

as a pool, would be located on a tract of 10 acres, and they
would have to be at least 165 feet from the outer boundary
of that l0-acre tract and at least 330 feet from another
well drilling toc or capable of producing from that formation,
also 100 feet from a road or highway.

Injection wells don't have to have an acreage dedica-
tion, but they must be located at least 330 feet from the

outer boundary of the lease that they are on, so that they

are not too close to another man's property line. They
also would have to be 100 feet from any road, street, or
highway.

For geothermal observation wells and low-temperature
thermal wells there is no restriction as to the placement
pf these, nor is there any acreage dedication requirement.
I might get into the matter of these geothermal cbservation
wells at this time. They are simply wells that are drilled
ht scientifically picked locations by the geologist to run
brobes into -- they drill the well down to maybe 500 feet
ﬁnd run probes in there anc take measurements cf the tempera-
ture and these arxe plotted over a period cof time to see if
there is a heat source under the ground there that is worth
ﬁttempting to tag.

Section C of Rule 104 provides for administrative
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NUTTER-DIRECT CASE 5255
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Page. ... .+%
approval of non-standard locations in the event that a loca-
tion as described in Sections (1), (2), or (3) of paragraph
B 1is impossible or undesirable to drill. It requires
notification to other operators in the event that you are
crowding one.

In Section D is a provision that in the event a non-
standard location is granted and you are permitted to crowd
closer than the required distance to another operator that
the Commission could take such action as may be necessary to
offset any advantage that you gained by moving closer to that
other operator. This would be done only after a hearing,
however.

Section E provides that the Commission,after a hearing,
could adopt special rules for pools. And in the fourth line
there, if you will scratch the words “"geothermal wells" and
substitute "a particular geothermal reservoir", and then in
the last full line where it says, “‘dedication requirements
for", after the word "for" insert "a particular". It would
be: dedication requirements for a particular low-temperature
thermal. Then on the last line scratch the "s" after the
word "fields". The rule would then say: In order to prevent
waste and protect correlative rights, the Commission may

after notice and hearing, adopt different well location
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NUTTER~DIRECT CASE 5255

requirements and greater or lesser acreage dedication re-
quirements than those contained in Rule 104 B (1), (2), and
(3) for a particular geothermal reservoir and may adopt
special well location and acreage dedication requirements
for a particular low-temperature thermal field.

Rule 103 provides that you shall use rotary drilling
equipment, except in the case of temperature-observation
wells and low-temperature thermal wells and disposal wells
which will not penetréte any high-pressure zone or formation,
in which case you may use cable tools, otherwise rotary tools
nmust be used.

Rule 106 requires that if you are drilling you must have
a_piﬁ that is capable of containing the cuttings and the
preventing of the spilling of these things on the surface
of the ground. After the word "cuttings'" on the fourth line,
add the word "and". Then in the last line close the two
words "water course" into one word.

Rule 107 provides that when you are drilllng a well,
that you shall take the prcper measurements to see that
fresh water strata and krackish or briney water strata are
sealed and there shall be no communicatiocon from one strata
to the other. (b) provides that fresh waters shall be pro-
tected and special precautions by methods satisfactory to
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the Commission shall be taken to guard againstpf%éé”éf """""""""
artesian water in any strata in which it occurs, and to
prevent the contamination of artesian water strata by ob-
jectionable thermal fluids. Normally the sealing off of
these strata and the prevention of migration would be accom-
plished by casing and cement.

Rule 108 is Casing and Cementing Requirements. I have
some changes in this particular Rule. If you will come
down to the third line and after the words "disposal wells"
scratch out the remainder of that line, "and geothermal ob-
servation wells if they renetrate fresh water“. Then on
the next line scratch out the words "bearing strata"” so
that the Rule would read: "All wells drilled for the pro-
duction of geothermal resources, including low-temperature
thermal wells, and all speciality wells, including injection
and disposal wells shall be cased and cemented in such a
manner as to protect surface waters, if any, usable ground
waters, geothermal resources, and life, health, and property|
Then we acdd another sentence: "Geothermal obsexrvation wells|
if they penetrate fresh water bearing strata shall be com-
pleted and plugged in such a manner as to protect surface
waters, if any, and usable ground waters.

The reason for this change is that you will note the
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NUTTER-DIRECT CASE 5255

way the Rule was written a geothermal observation well if
it penetrated fresh water,had to be cased and cemented in
such a manner as to protect. A geothermal observation well
is a temporary well and in some cases the running of casing
into the well would prohibit the detection of the tempera-
tures in a satisfactory manner, and particularly of metal
casing. So the way a geothermal observation well is normally
completed, it is about a four-inch hole drilled with a one-
inch string of plastic pipe run in it and then this is filled
in around there with cuttings. The one-inch plastic pipe
then is filled with water to absorb the temperatures at the
various levels and the probe run into the water to cdetermine
the temperature of the water. The use of casing, as such,
is not advisable in these wells, s0 we have made the state-
ment: '"They shall be completed and plugged in such a manner
as to protect the surface waters, if any, and usable ground

waters."

Now, it is contemplated that since they are of a
temporary nature, that the completion and plugging would be
done in a reasonable period of time, and that there would
noct be the migration of water. If they do penetrate fresh
waters, normally they are not desirable as an observation
well anyway, because the water, the inflow of water into

the well will affect the temperatures that you are trying to
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measure.

The next Section, B, provides that the pipe shall pro-
vide anchorage for blowout prevention equipment, anc¢ it also
puts the operator on aotice that while we do have specifica-
tions for casing programs cutlined below, these specifications
for a casing program will be determined on a well-to-well
basis, and that these guides that are provided hereafter are
simply guides to ke used in submitting your Form G-101.

There is a good possibility in some cases that the
officer of the Commission that approves the drilling permit
will revise the submitted casing program. So these arc
simply guides for the operator to know about what to expect.
It provides that conductor pipe shall be run, but that you
can't wait too long before running your surface pipe. It
sets a maximum limit of 150 feet on your conductor pipe.
However, if you are just using a single joint of conductor
pipe for keeping mud out of the cellar, the conductor pipe
requirements are not applicable.

Surface casing is required on wells much in the same
manner as surface pipe is required on oil and gas wells. We
do prescribe some lengths of surface pipe here in Secticn (a)
of Page C-6. (Reading) In areas where subsurface geological
conditions are variable or unknown, surface casing in general
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shall be set at a cdepth equaling or exceeding 10 percent of
the propcsec¢ total depth of the well. (End of reacding.) The
word "the" should be inserted, and the words "drillecd in

L4

such areas" scratched out.

(Reading) A minimum of 200 feet and a maximum of 1,300
feet of surface casing shall be set. {2) In areas of known
high formation pressure, surface casing shall be set at a
cdepth determined by the Commission after a careful study of
geological conditions. The Commission will make such a
cetermination within 3¢ days. Drilling will not commence
until such determination has been made and the drilling
rermit has been approved. (End of reading.) So this is
geing to enable the Commission to tailor the surface pipe
program to the conditions that may be known to exist in a
given area.

Within the confines of a designated geothermal field,
cnce you have discovered it and know what the conditions
are, the depth at which surface casing shall be set shall
be determined by the Commission on the basis of known-field
conditions and the requirements of (1) and (2) might be
waived.

The cementing point for surface casing is outlinedin

Section (b) there. The first one requires that surface pipe

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505} 982-0386




NUTTER-DIRECT CASE 5255

shall be set in a good solid lithologic unit so that you can
get a good seat for your casing and your cement. It pro-
vides that if after setting your surface pipe, you are
€rilling out from under it and you start running into ab-
normally high pressures or temperatures that the Commission
may require a seconé string of surface pipe be set. Chances
are that when you start running into those conditions that
this second string of casing could be the intermediate pipe
then, and that the intermediate pipe which is required later
woulé not be requirec¢ to be run.

A correction there in (b) (1) con that seconé line where
it says (a) (2), that should be (a) (l). In paragraph (2)
there of section (b), on the second line where it says (a)
(3), that should be (a) (2) above. BAné then on the fifth
line after the words '"ground water" insert the words, "and
surface water™.

Now I will read the last sentence of that particular
Rule, Number (2), and addé some words at the end. (Reading)
A second string of surface casing may be required, before
érilling into the known high pressure zone is permitted, if
the first string of casing has not been cementeé¢ through a
sufficient series of low-permeability, competent lithologic
units, (End of reading) and either a rapidly increasing
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thermal gradient or rapidly increasing formation pressures
are encountered. This is the same provision that is up there
in Section (1); it should be in Section (Z) also, definitely
in Section (2) because here we are drilling through known
high-pressure areas.

Section (3) Within the confines of designated geo-
thermal fields, cementing point shall be determined by the
Commission on the basis of known field conditions. Require+
ments (1) and (2). 1Insert the word "and" and scratch "and
(3)" cut. Requirements (1) and (2) above may be waived for
low~-temperature thermal wells.

Section (c) requires that the temperature of drilling
mud be monitored as you are drilling the well and that the
temperature be entered in a log book after every joint of
pipe has been drilled down.

On page C-7 on the third line, change the words "Articl#
4" to"Section (h)". That Section (&) simply requires that
blowout-prevention egquipment 1is going tc be required, and
Section (h)} which we will get to later details the use of
blowout-prevention eguipment.

Paragraph (3) there defines the intermediate casing,
requires that an intermediate casing shall if possible be

cemented solid to the surface, but the requirement to
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circulate cement may be waived if the prcduction casing is
going to be cemented to the surface.

Section (4) on production cazsing states that the rroducH
tion casing shall be run either tc the top of the pay or
through the pay, that it shall be cemented solid to the
surface or lapped into the intermediate casing, if inter-
mediate casing was run. If the production casing is lapped
into an intermediate :tring the casing overlap shall be at
50 feet, and a good sclid-cemented joint obtained.

The next paragraph provides that in case of corrosive
brine reservoirs vyou will have the same nominal design from
the bottom of the hole -~ same nominal inside diameter from
the bottom of the hole to the top of the ground -- to
prevent the formation of air bubbles and corrosion, to
lessen the danger of that.

Section (5) provides that if there is any evidence that
the casing is defective that it shall be repaired, and if
*hey can't repair it the well should be plugged.

Section (6) provides that the well shall be logged, if
possible, from total depth to the bottom of the conductor
pipe prior to the running of the surface casing, but that
this requirement is not necessary on observation wells or
low-temperature thermal wells, and the requirement could be
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walved bv the Commission if they know enough about the
geclceuic conditions in the area.

Rule 109 is a rule concerning deviation tests and
Cirectional drilling, and it requires that at least every
500 feet that a Totco survey be made, and on line number 5,
it says that will be submitted on Form G-104, Certificate
of Compliance and Auvthorization to Produce Geothermal Re-
sources. "G-104"should be changed to "G-105", the Geothermal
Resources Well Log. So that would come in with the G-105,
the Deviation Survev.

The next paragranh provides that if an offset operator
feels like a crooked hole is infringing on his property he
can ask for a well surveyv, provided he posts a bond.

The next paragraph provides that no wells shall be
intentionally deviated, except toward the vertical, without
pricr permission of the Commission. Our present 0il and Gas

Rules require that this special permission from the Com-

mission come after a hearing. That may be a little stringent

in the 0il and Gas Rules, I don't know, but I am recommending
for these geothermal rules that a hearing not berequired
but that a Form G-103,with copies to other operators owning
leases offsetting the drilling tract, be filed, and that
rermission be given for the intentional deviation of a well
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in a direction cother than towards the vertical. However,

it does provide that anv well that is so deviated shall have
a directional survey run on the well and filed with the
Commission. |

Rule 110 is a rule that provides that if you damage a
well while you are working on it, you will repair the well
or plug it.

Rule 111 gives the Commission or its duly authorized
representatives the right of entry onto any geothermal
respources lease for the purpose of inspecting wells and
equiprment, and determining whether compliance with or
violaticn of these rules is occurring.

Rule 112 is a noise rule which requires that adequate
noise abatement equipment shall be installed and maintained
in good condition to reduce noise to a level approved by the
Commission or its representatives on any drilling or pro-
ducing geothermal well that is located within 1500 feet of
a habitation, school or church.

Rule 113 is a safety rule which says that you won't
keep fire hazards around the well.

Rule 114 concerns well heads and production equipment.
It requires that the well head and the related parts and
fittings shall have a test pressure equivalent at least to a
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150 percent of the calculated or known pressure in the
reservoir; and that valves shall be maintained in good order
tc permit pressures to be obtained on the production casing
in the annulus between the casing strings to assure that
you don't have leaks between the intermecdiate and the surface
pipe. Flow lines shall be of adequate pressure rating and
capacity to handle the product ané shall be sufficiently
equipped with expansion bands to prevent leakage and rupture;
and all separators, pumps, mufflers, manifolds, flowlines,
and other equipment used for the production of geothermal
resources must be of adequate pressure rating and capacity
and maintained in good corder, in good condition to prevent
loss of or damage to human life, and health, or to property
or natural resources.
Rule 115 says that if yocu are in a correcsive area you
will take measures to determine whether corrosion is occurriﬂg
that might result in leakage or a rupture.

Rule 116 is a stringent rule, the cdispcsal of highly
mineralized waters procduced from geothermal resources wells
shall be in such & manner as to not constitute a hazard to
fresh surface waters or underground supplies of fresh water.
It is very shcrt and to the point.

Rule 1.7 is a notification of fires, breaks, leaks,
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spills and blowouts. At the end of that second line there
on page C-9, after the word "treating" add"disposal” so that
disposal wells are also inclucded here. It requires that
notification be given of a leak, fire, spill at a facility.
Then on the next page, C-10,"facility"is described, and on
the 7th line down, after the word "any" and before the word
"drilling" insert the words "disposal or injection well, or"
so that a "facility" then for the purpose of this Rule shall
include any geothermal Jdrilling or producing well, any pipe-
line through which geothermal resources or the waste products
thereof are gathered or transported, any receiving tank into
which geothermal waters or wastes are produced, received, or
stored, any treating plant in which geothermal resources are
treated or processed, any electrical generating plant in
which geothermal resources are utilized ancd any disposal ox
injection well, or drilling pit or slush pit or storage pit
or pond assocliated with geothermal drilling, producing,
treating, or utilization processes in which hydrocarbons or
hydrocarbon wastes or residue, salt water, strong caustics
or acids, or cther deleterious chemicals or harmful sub-
stances are present.

The next paragraph requires that immediate notification
should be given tc the Commission of well blowouts.
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The next one requires that immediate notification be
given of major breaks, spills, or leaks; and on the second
line there before the word '"'pipelines’ add the words '‘well
heads’, so that notification of breaks, spills or leaks of
well heads, pipelines, tanks or drilling pits, slush pits, or
storage pits or ponds, the result of which 50 or more barrels
of liquids containing hydrocarbons or hydrocarbon wastes,
salt water, strong caustics or strong acids, or other
deleterious substances to reach a watercourse, which is one
word, or enter & stream or lake, or in which noxious gases
escape or any quantity of fluids are lost which may with
reasonable probability endanger human health or result in
substantial damage to property, shall be "immediate
notificaticn' required below,

The minor leak, the result of which is 25 barrels or
more but less than 50 barrels of liquids are spilled, and
in front of the word "pipelines’ there on the second line,
add the words 'well heads" thereto.

For fires, notification at gzothermal installations
in which there is a reasonable probability of danger to
human health or substantial damage to adjoining properties

1" "

cr', after the word '"prouperties", or substantial loss of

geothermal resocurces ghall be "immediste actification'.
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Notification of fires of lesser magnitude, but of $500 or
more of property damage or $500 or more of geothermal resourc
loss shall be "subsequent notice’.

"Immediate notification” is then defined as being to
pick up the telephone immediately upon discovery and advise
the Commission or a Commission representative. "Subsequent
notice" shall be a written report of the incident, and shall
be filed 10 days after discovery of the iacident.  "Sub-
sequent nctification' is regquired +to be fi_ed after "immediat
notification”, and alszo this would be the written followup
report.

Then the content of the notification is defined there,
anc a watercourse is cefined.

Rule 1ll& regquires that production frxom geothermal wells
shall be measured by continuous metering or by other methods
approved by the Commissicn.

Rule 119 stétes that after the compietion of a geo-
thermal resources well all production from said well shall
be put to beneficial use. No procuction shall be permitted
unless beneficial use is made thereof except for limited
periods of testing, in which -- this is an error here, a

1

typographical error, that word "prior" should be "proper" --

in which proper dispositicn of producec ligulds shall be made
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Getting on inio Section D, Records anc Reports. You
will :ctice ithat in 3ection A all producers transporters,
purcnasers arc util:zers of geot.ermal resources =-all make
anc keep appropriate pooks anc recorus over a period of not
less tnaan five years ‘o substantiate tne reports tnat are
required under these rules.

Now Section B, wWell Records, requires tnat the owner
or operator «f any gecthermal reszources we.l shall keep or
cause t( pe kept a careful and accurate we L log, core
record and nistory of toe drilling of anyv suen well, includin

£t formations

if:

tue litnologic craracteristics and deptn
encounterec. Tne deptns, pressures onc tewperatures of tnae
water beari.y and steam pearing =crata, tae temperatures,
cnemical compositions anc paysical characteristics of fluiéds
encounterea, and electrical logs, directivnal surveys,
physical or canemical logs, tests, includiuy potential tests,
anc surveys, 1ncluding temperature surveys. Now this is
the informaticn tnat the operator musi Xee: a3 ne drills the
well.

These data shall be kept in tne lccal wew Mexico office

of the owner or operator of the well i in tne coffice of ais

9]

statutory agent in New Mexicc anc suall be sudject to in-

spection curing nornéal business .ours v vLoe Commission or
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its representatives, &nd by the State Engineer or anis repre-
sentatives. We will come back to this after s little while.
For tne time being let it suffice to say cnat the complete
detail of tne well's operation and tne drilling progress of
that well and sll tests that are conducted oa the well, and
the products from the wvell shall pe msintained in an office
in New Mexicou where it can be inspected uy the Commissicn on
its representatives or tae State Engineer 0Y 1is representa-
tives.

Tne next paragraph simply says where to file the reportd
to keep cur nomenclature correct, the woru ‘Department”
tnere should be stric@en anc the worc “"Livision” substituted.
Ne are calling it Division throughout the rest of these
rules. It gives ocur mailing acdress.

And Section D says tnat the Commission might come up
with some more requirements for adcitional raports, data,
and so forth, 1f 1t beccues necessary.

Now we are going tc get intc zhe forme themselves. Form
G-101 is the application for a vrormit to J11i.l, deepen or
plug back, and is covered by Rule 20L. It provides that
the operatcr will fiie the form in gueuruplicate, but if the
well i1s to be drilled on scate iand, five ccopies of the form
will be filed. Eacn copy of thne if0X v U oe accompanied

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386




NUTTER -DIRECT CASE 5255
Page..... .. 30 . ..

by a G-102 which is the Geothermal Resources wWell Location
and Acreage Declication Plat. Now on this form the operator
states his name, well, the form is in the nack of the book,
we can refer to the form. 'The operator gives his name, the
location of the well, and tne type of weil he is proposing to
drill, a geothermal producer, a temperature cbservation well,
a low-temperature thnermal well, or an injection disposal
well. dHe files this form if he is goinyg tou Jrill, deepen

or plug back a well. He also not only gives che location of
the well, but he gives the elevation, tne status of his plugH
ging bond, the name of tne drilling contrsctcr, the proposed
cepth, tne formation he is going to go tc, the approximate
date the well will be commenced. He alsc osutlines his
proposed casing ana cementing program, winich I said may be
subject to revision by geothermai ofiicer of the Commission
when he receives this and approvec¢ it. &ny changes in this
will be noted cn the form itself before 1t is approved by
the Commission and returned to the operator.

Now Rule 202 concerns this acieage cecdication plat;
this is a dual-purpose form, it not vialy sacws the location
of the well, but acreage dedicated, anc alzi shows the
status of the lands. That Porm G-102 is reprcduced here in
the pback of the book. 1t shows .« plat thiere that you can
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note the location. The surveyed location must be approved
by a professional engineer and/cr landé surveyor registered
in the state of New Mexico or a surveyor approved by the
Commission. This last statement is a takeoff from our Oil
and Gas Rules. This is a little bit misleading; the New
Mexico Oil Conservation Commission can't approve a surveyor,
the surveyor has to be approved by the Bcard of Registration
for Engineers and Surveyors. However, if a man is represent-
ing his own company, and is working only for that company,
he would be approved by the Commission, of course, as well
as he is already apprcved by the Board of Registration to

do that work in the State of New Mexico for his own company.

The Rule goes on to say that the form shall be filed
in quadruplicate or quintuplicate; the only time it is filed
in guintuplicate is when it is on state land, and that extrs
copy gyoes to the Land Office.

Then we get into Rule 203 which 1s a multiple-rurpose
form, G-103. It is used to report as a nctice a proposal to
perform remecial work, temporarily abandon a well, pull or
alter casing, plug and abancon, or change plans from those
that were submitted on the G-101 when it was coriginally sub-
mitted. The form is also used as a subsequent report of

miscellaneous actions on a well, inclucing remedial work,

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386




NUTTER-DIRECT CASE 5255

notification of commencement of drilling operations, casing
test and cement, altering the casing, plugging and abandoning
and other operations. These are all covered in detail in
Section A for the Form G-103 as a Notice of Intention. I

do want to make a change here on Page D-3, Number (3) there,
Temporarily abandoning a well, parenthesis, see Rule 303 B.

Number (4), plugging and abandoning a well, see Rules
302 and 303 A. These are rules in more cetail on the filing
of this form and the information that is required.

Section (5) then goes into the remecial work which
would have to ke reported on the well.

The next paragraph, in the case of well plugging opera-
tions, the Notice of Intention shall include a detailed
statement of the proposed work including plans for shooting
and pulling casing, plans for mudding, including weight of
mud, plans for cementing, including the number of sacks of
cement, and depths of plugs, and the time and date of the
proposed plugging operations. Scratch off the rest of that,
that will be taken care of somewhere else; and then add the
words "see Rule 302" in parenthesis.

Section B covers the Form G-103 as a subsegquent report,
and items {1), (2}, (3), (4), (3). (o), (7), (&), and (9)
detail the different categories in which the form is filed
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fcr these various coperations.

Turning over to the top of Page D-4, let's call that
Section capitai C. It makes it a little easier to identify.
It goes into the various reports, when the form is filed,
and the number of forms that are required to be filed, and
the details of filing the form as a subsequent report.

In Section (2) there on Page D-4, on the fifth line
down where it refers to Rules 106 and 107, those should be
Rules 107 and 108.

MR. PORTER: Before we get too far away, Mr.
Nutter, back to Page D-3, should we change that to "plugging
and abandonment" rather than just “plug and abandon"?

MR. NUTTER: It probably would sound better, yes,
sir. So, Section {5) wculd be Plugging and abandonment.

Now, item number {(4) on D-4, the first paragraph states
that the report shall be filed within 30 days following
completion of plugging operations on the well, and that the
information that is reqguired would be filled in, including
the nature and quantities of the materials employed, the
weilight of the mud, the size of the cement plugs, and so forth{

Now, the next paragraph, no plugging report will be
approved by the Commission until, now insexrt the words "all

forms and reports on the well have bheen filec and", so we
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have: No plugging report will be approved by the Commission
until all forms and reports on the well have been filed and
the pits have been filled and the location leveled and cleard
of junk. It shall be the responsibility of the operator to
contact the Santa Fe coffice of the Commission when the
location has been so restored, in order to arrange for an
inspection of the plugged well and the location by a Commis-
sion representative.

These other detailing of the report on various operation
are pretty much self-explanatory.

We come down to Section (7), Change in Ownership of a
Drilling Well, and in the next to the last line, after the
words "Rule 101" I think it is proper to insert the words,
"the former owner of the well, to obtain release of his
bond, shall follow the procedures set forth in Rule 101 B".
Just a cross reference telling the former owner of the well
that he has got to follow the procedures in Rule 101 B if he
wants his bond released.

Now, we get to Rule 204 which concerns the Certificate
of Compliance and Authcrization to Produce Geothermal Re-
sources. FPrior to placing any geothermal resources well on
production or injecticn, the owner or operator of said well
shall file in quadruplicate with the Commission and receive
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||approval thereof Form G-104, Certificate of Compliance and
Authorization to Produce Geothermal Resources, outlining
thereon the information required and certifying that all
Commission Ruales and Regulations pertaining to the well have
been complied with. Production of or injection into any
well in violation of this rule shall result in the well being
shut in by the Commission subject to the penalties provided
by law for violation of the Commission‘'s Rules, Orders, and
Regulations. In addition to Form G-104 being approved,
additional approval for injection coxr disposal must be ob-
tained pursuant tc Rules 501 and 505. Porms G-104, now this
is for the producing wells, must be accompanied by two copies
of Form G-105, the Geothermal Resources VWell Log (see Rule
205), which we will come to, outlining the data required and
with the attachments required by Rule 204, should be 205,

and two copies of Form G-106, Geothermal Resources Well
Summary Report (see Rule 206)completely filled in and two
copies of Form G-107, Geothermal Resources wWell History (See
Rule 207) completely filled in.

You will notice that this states in just a few words
that when a well gces on injection or goes on production,
that the 104, the Certificate of Compliance and the Authori-
zation to Froduce musft be filed and must be accompanied by
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the G-105 which is the well log and requires numerous attach-
ments by the Form G-106 which is the Geothermal Resources
Well Summary Report, and by the history of the well, Form
G-107; this is when the well goes on production or injection.
After approval of the G-104, distributions cf the G-104, the
105, the 106, and the 107 which accompany it shall be made
as follows: It is gocing to be filed in guadruplicate and onsg
copy will be returned to the operatcocr approved. One copy
will be forwarded to the purchaser from the well, so that

he will know that the well is in compliance and that he can
legally purchase the production from the well. One approved
copy of the Form shall be forwarded to the New Mexico Bureau
of Mines, and one approved copy with attachments will be
retained by the Commission. I'm going to get into this a
little bit more in a minute.

I want to add a paragraph right here which was inadvert+
ently omitted regarding the Form G-104, kecause it must be
filed on other circumstances than just putting the well on
production.

I don't know if I need to read all of this slowly
enough for you to write it down; I can read it quickly through
and then summarize it.

Form G-104 shall also be filed in guadrurlicate when
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there is change in purchaser from a well, or when there is
a change of ownershir of a2 well, other than a drilling well.
So the first G-104 designates who the purchaser is; later
on if you change purchasers it would have to be filed again
in quadruplicate, sinply designating the new purchaser.
Also if the owner of a producing well sells that well the
Form G-104 designatingy the new operatcr would be filed.
No change of ownership would be approved by the Commission
unless the new owner has an approved bon? in accordance
with Rule 101. The former owner of the well to obtain
release of his bond shall follow the procedure set forth
in Rule 101 B. Then there is a notation that Form G-103
shall be used to report transfer of ownership of a drilling
well; so this is simply a cross between those two forms.
Now we get into Rule 205, the Geothermal Resources
Well Log (Form G-103). First of all Section A is for
producing wells and after the word "producing" insert the
words "or injection”. So this Section is for producing or
injection wells. Form G-105, Geothermal Resources Well Log,
shall be filed in duplicate with the Form G-104 when it is
desired to put any geothermal resources well on production
or injection, insert. It shall be accompanied by copies
of electric logs, directional survevs, rhysical or chemical
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logs, watexr analyses, tests, including potential tests and
surveys. Pailure to include these data -ny materials with
the Form G-~105 will result in witbholding ajpxoval of the

Porm G-104. Distribution of 105 for pruéucing wells shall
be one copy to the New Mexico Bureau of Mines and one copy

retaine¢ by the Commission.

Now,Secticn B for Hon-Froducling or Temporarily Abandoned
wWells, I have changed the word "non-producing’ to inactive,
For Inactive or Temporarily Abandoned wells.

Fori G-105, Geothermal Regources well Log, shall be
filed in cduplicate for every geothermal resources well not

on active producing status, insert the word “"active" before

the word “producing”. Jur every well not on active producing

ox injection status.

Within six months after cessation of active drilling
vperaticns on the well unless a permit for temporary abandon
ment shall have been mpproved for the well in accordance
with Rule 303 B. How we know that in the development of
geothermal resource: that there is a tremencous lag time
sometimes from the initiation of the first crilling until
the drilling program is complete and sn acdeguate supply
of geothexmal resource seveloped, the contract signed for

the sale and purchase of steam or hot water, for the cesign.,
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ordering and construction of the power plant. And because
of this lag there is a certain amount of information per-
taining to the development of the area that the operator
wants to keep to himself pending the completion of his
drilling program. So we have got here in Section A that
the well when it goes on production would require the filing
of the G-104, accompanied by the G-105, 106 and 107 which

13 the complete history of the well; nothing remains of the
well that hasn't been told when these four forms have been
filec. But for the inactive or temporarily abandoned well,
now that was for the producing well, everything is revealed
when you go on production, but for the inactive or temporari
abandoned well that is sitting there pending completion of
your development rrogram and the commercial utilization of
the procduct from those wells, requires that it shall be file
within six months, unless a permit for temporary abandonment
shall have been obtained pursuant to the provisions of

Rule 303 B. 1In no event, even in the case of prolonged
temporary abandonment approved by the Commission, shall the
£iling of Form G-105 be delayed for more than five years
after cessation of active drilling operations. This is the
lag time I was talking about, and New Mexico has a Public

Records law which provides that all records in the agencies'
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hands, except as provided by law, are public record, and
there is no excepted provided by law apwroved for the 0il
Conservation Commission, so any record that has been filed
pertaining to a well is public record. This denies the
protection necessary for the well that is part of a pro-
longed drilling and development program; it denies the
operator the right to keep this material which he must keep
confidential in order to adequately develcp his potential
geothermal resource.

I think that in the interest of encouraging develop-
ment of geothermal resocurces in this state that we have
to make provision, at least pending legislation, granting
us the authority to keep the information confidential: that
we must make a provision here for the delay in filing of
this confidential information.

Now when we get to Rule 303 B we will see that in
order to obtain this permit for temporary abandonment, that
the operator must have kept the information which we refer-
red to back in 200 B3, which is the conplete history of
the well with all the test analyses and everything available
for inspection by the Commission or its representatives or
the State Engineer or his representative.

So that before temporary abandonment permit is given
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out, or before a well is plugged and abandoned, access must
have been made to these datum for the Commission or State
Engineer representative. But anyway it provides that in
no event, even in the case of a prolonged temporary abandon-
ment, shall the filing of these forms be delayed for more
than five year, and once it is filed distribution shall be
one copy to the New Mexico Bureau of Mines and one copy
retained by the Commission, then it becomes a complete
public record to all sources.

I want to add a Section C here which was left out. We
have got the G-105 required for producing or injection wells
for inactive or tempcrarily abandoned wells, now we need a
section for plugged¢ and abandoned wells. So I've got a
Section C identifiec for plugged and abandoned wells, it
eimply says that Form G-105, Gecthermal Resources Well Log,
with the required attachments shall be filed in duplicate
for plugged and abancdoned wells within six months after
abandonment, Form G-105 with attachments Liled in duplicate
for P&A wells within six months, c¢istrisution would be one
- copy to the Bureau ol Mines anc¢ one copy retained by the
Commission. The bond on the well will not be released until
Form G-105 has been recsived.

We next get into the Geothermal Resources well Summary
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Report, and if you will refer to that form in the back of
the book we will see that for producing wells the G-106
shall be filed in cduplicate completely filled out; that
means each column there for a well that is going on produc-
tion. It shall be submitted with the Form G-104, and the
G-104 would not be approved until the G-106 has come in,
and distribution of it would be one copy to the New Mexico
Bureau of Mines and one copy retained by the Commission.
Now for the inactive or temporarily abandoned well,
the G-106 would be filed in duplicate within 90 days after
cessation of active drilling operations, and the owner or
cperator of the well shall state on the form the general
result of the wells condition; that is whether the well is
capable of production of geothermal resources and will be
retained for such a purpose; whether the well would be used
for injection or disposal purposes; whether the well has
been or will be plugged and abandoned or what other disposi
tion of the well is to¢ be made. The form would also report
the well's casing and cementing program, and in the case the
well is to be retained for production, and if you will refer]
to the form, we will see that in case it will be retained
for production, injection or disposal purposes, if you
will return to the form over here, we will see that the

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. {505) 982-0386




NUTTER-DIRECT CASE 5255

total mass flow in pounds per nhour, tae flowing remperarure
1. degrees fa-rentreit, and the flowing pressure in pounds
per square inci would be reporied. That is over in ihe
middle of toe pmage or tne left there, there are tihree
columns, Total Mass Flow Data, Pnunds pexr dour, Temperature,
and Pressure. Tiis is not basic information t:at tre
operator must sit on vhile he is working on nis program.
Tae Enthalpy and tne Energy i1a tnat geothermal resource is
the resu of tne data that would aot be reported at this
particular time. T.at data would be reported wien the well
went on production, out the Pounds per Hour, Temperature
and Pressure would be reported nere.

Distribution of this Form would be -~ now that would
be required within 90 days after cessation of active drill-
ing operations -- and distribution of the Form would be to
the Bureau of Mines and one copy to the Commission.

We would also add a Section C to Rule 206 which would
be much the same as the C we added to Rule 205; it would
be Section C for Pluyyed and Abandoned Wells requiriag that
the G-106 be completely filled in, shall be filed in dupli-
cate for P&A wells within six moaths after abandonment.
Distribution would be the same, a copy to the Bureau of

Mines and one copy to the Commission.
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Then we get 1nto the Rule 207 which concerns the Form
G-107, which is the Geothermal Resources Well HAistory form.
We will refer to that form in the back of the book. You
will see that it just a blank form, it simply provides a
space with attached sheets for a chronological history of
the drilling of the well, a daily drilling report so tc
speak,

For a producing well it would be filed in duplicate
with the Form G-104:for an inactive or temporarily abandoned
well it would be filed in duplicate; for every well not on
active producing or injection status within six months
after cessation of drilling operations, unless a permit for
temporary abandonment has been approved, and in that case
the distribution would be to the New Mexico Bureau of Mines,
one copy to the Commission.

Then add Section C again for P&A wells. Form G-107
Geothermal Resources Well History shall be filed in dupli-
cate for Plugged and Abandoned wells within six months
after abandonment and distribution would be tc the Bureau
of Mines and to the Commission, the same as the other.

Rule 208 is a rule referring to the Monthly Geothermal
Production Report. We don't have a copy of that in the
back of our book, I'm sorry to say. It would simply be a
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report of the production from the well each month. For
those who might be interested, it would be similar to the
Monthly Producer's Report filed with the Division of 0il and
Gas Geothermal Department, State of Califcrnia.

MR. PORTER: Mr. Nutter, would it be your plan to
attach a copy of that to any Order that is issued?

MR. NUTTER: Yes, sir.

Rule 209 concerns a report which the purchaser --
Excuse me.

MR. TRUJILLO: Mr. Nutter, that Rule 208 shows
in the body of the Rule, it shows Form G -115.

MR. NUTTER: That is G-108.

(Wwhereupon, a discussion was held off

the record.)

MR. NUTTER: Rule 209 is the Purchaser's Monthly
Report where he reports the quantity of the take from the
leases and the wells that he is connected to.

There is a Rule 210 concerning a Monthly Injection
Report on which the operator who is operating an injection
or disposal well would report the volume that he is inject-
ing into a given zone, the average temperature of the in-
jected fluid and the average injection pressure at the well+
head.
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Rule 211 calls for annual temperature and pressure
tests and a Form G-1ll1 which would have room for the data
described here: Flowing temperatures and flowing pressure
tests at the wellhea¢ shall be recorded after at least 72
hours of continuous flow at normal producing rates. The
well shall then be shut in for 24 hours and shut-in pressure
at the wellhead recorded. Results of these tests shall be
filed in duplicate with the Santa Fe office of the Commissidg

Then we have an application to place a well on inject-
ion, Form G-112, which is simply an application for approval
for an injection or c¢isposal well, and would be filed in
accordance with the procedure as outlined in Rule 503, which
we will get to.

Now we come to Section E, Abandonment, Temporary
Abandonment, and Plugging of Wells.

Okay, starting with Rule 3Cl, the owner of any well
drilled for geothermal exploration or production or tempera-
ture observation, or any seismic, core, or other exploratory
hole, now insert the words "drilled for geothermal purposes)
shall be responsible for the plugging thereof.

Rule 302 concerns the Notice of Intention to plug.
Notice of Intention to plug must be filed@ with the Commissig

and approval obtained by the owner or his agent prior to th?
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copmencenent of plugging operations on Form G-103, Sundry
Notices and Reports on Geothermal wells, which notice shall,
now we want to insert some words, "which notice shall be
filed in accordance with Rule 203 A, and shall”, back to
our text, outline the casing ané cementing program of the
well, the casing which is to be pulled, the size of cement
rlugs and their depth, and such other information as may be
pexrtinent. In the case of newly completed, scratch the
words "dry holes” and substitute the woré "wells”. In the
case of newly completed wells., By the way it may be of
interest to some of you old oil operators, they don't get
éry holes in this business, they get cold holes. In the
cese of newly completed wells which are to be plugged, now
scratch “upon verbal submission of adequate data to the
Commission's Santa Fe office". Scratch those words. So
we have: ''In the case of newly completed wells which are to
be plugged, verbal authority and instructions may be given
to plug the well.''.

Now,I have got a rather lengthy insert here concerning
verbal approval and so forth, which I will read rapidly
and if there is any need for going through it slowly, then
I will., Okay, we get back up here. 1In the casc of newly
completed wells which are to be plugged, verbal authority
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and instructions may be given to plug the well, provided,
now here is an insert: “ Provided written notice to plug

the well shall subsequently be filed within 30 days, and
approval thereof obtained. Written approval or verbal
approval of a plugging program shall be contingent upon
evidence being furnished that the plugging program for the
well is such as to prevent damage to any producing zone,
migration of fluids from one zone to another, the contamina-
tion of fresh water or other natural resources, or the
leakage of any substance at the surface, all as substantiate
by Form G-105, Geothermal Well Log, and Form G-106, Geo-
thermal Well Summary and Report". In other words, to get

approval on a plugging program, this information, the

approval shall be contingent upon information being furnishegd

that the plugging program is adequate to protect all of the
resources and to prevent migration of fluids as substantiate
by the information required on the Geothermal Well Log, the
G-105, and the Geothermal Well Summary and Report, the
G-106, unless a representative of the Commission has had
access to and inspected the data and materials described
back there in Rule 200 B. In other words, the same informa-
tion for obtaining -~ . The temporary abandonment of a

well would apply to the plugging of a well; we have got to
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have seen the information; we have either got to have the
information in our hand or we have got to have seen the
information to approve the plugging program for the well.
And then after this insert, "See Rule 203 A, also Rule
203 c(4), and Rule 303 AY

Rule 303, Plugging and Temporary Abandonment, simply
says that the well shall be plugged in a proper manner and
that the marker installed, andé seismic, core, temperature
observation, or other exploratory wells drilled to or below
fresh water shall be pluggeé in accordance with the applical
provisions recited above, but permanent markers wouldn't be
required on shallow wells that did not penetrate fresh
water.

Temporary Abandonment as shown there in Section B of
Rule 303, and is much the same, except that at the end of
the first paragraph on Page E-~2, that"Rule 201 A" should
be changed to"Rule 200 B". You will note thatvthis Rule
303 B on Temporary Abandonment is very similar to the Rule
that was discussed in Case 5217 earlier this morning, with
the exception that there has been added one paragraph at
the end of the Rule. The requirements of the paragraph
immediately above, now that is the paragraph they were
talking so much about this morning that would require the
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one~well bond and the hearing on the temporarily abandoned
well. The requirements of the paragraph immediately above
may be waived and additional extensions granted in those
cases where it can be shown that a contract exists for the
construction of electric power plants, and such plants are
being designed on order, or under construction.

Rule C simply says that when the drilling operations
on a well hawe been suspended for 60 days, fhe well shall
be P&A unless a permit for TA has been obtained, in
accordance with Section B above.

Rule 304 provides that if the land owner where a well
is drilled can use a well that is not productive for fresh
water, the ownership of the well can be transferred to
him, provided that a sealing plug is set below the fresh
water.

Section F, Purchase of Geothermal Resources, is a
ratable take section. The statute says that the Commission
is hereby vested with the authority and duty of regulating
the drilling, development, and production of geothermal
resources in the same way insofar as is practicable, as it
regulates, conserves, and prevents waste of natural or
hydrocarbon gas. There is a ratable take provision in the
natural gas statutes, and so we have included the provision
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for ratable take enforcement in these Rules. Illegal sale
is prohibited by Rule 401. Rule 402 provides that any
person engaged in purchasing gecthermal resourses from one
or more producers within a single reservoir is a common
rurchaser in that reservoir, and that he shall not unreason-
ably discriminate in favor of one producer over another in
that reservoir, either in the price paid, quantities taken,
the bases for measurement, or the facilities offered. It
alsc prohibits him from discriminating in favor of himself,
if he is a producer also, as against other producers in the
field. For the purpose of this rule, reasonable differences
in prices paid or facilities afforcded, or both, shall not
constitute unreasonable discrimination if such differences
bear a fair relationship to difference in quality, quantity,
or pressure of the geothermal resource available or to the
relative lengths of time during which such geothermal
resources will be available to the purchaser.

Any common purchaser taking geothermal resources pro-
duced from wells within a geothermal reservoir shall take
ratably under such rules, regulations, and orders, concern-
ing quantity, as may be promulgated by the Commission after
due notice and public hearing. The Commission in promul-
gating such rules, regulations and orders may consider the
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quality and quantity of the geothermal resources available,
the pressure and temperature of the product at the point of
delivery, the acreage attributable to the well, market
requirements, and other pertinent factors.

Nothing in this rule shall be construed or applied to
require, directly or indirectly, any person to purchase
geothermal resources of a quality or under a pressure or
under any other condition by reason of which such geothermal
resource cannot be economically and satisfactorily useé by
such purchaser by means of his geothermal utilization
facilities then in service.

Rule 403 provides that the Commission can determine,
or if the Commission determines that geothermal resources
production in the state or in a particular geothermal
resources area, is causing waste, the Commission shall limig
and allocate among the producing wells the total amount of
geothermal resources which could be produced in the state,
or in a particular geothermal area. We would never expect
it to apply to the state as a whcle.

Now we get over here into Section G cn geothermal in-
jection and disposal wells.

MR. PORTER: Mr. Nutter, before we start on Rule
501, I believe we will recess the hearing until one o'clock.
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(Wwhereupon, the hearing was recessed from
11:50 A.M. until 1:15 P.M.)

AFTERNOON SESSION

MR. PORTER: Mr. Nutter, I believe you were about
o begin on Rule 501, Section G.

MR. NUTTER: Yes, sSir, Section G of these Rules
and Regulations,sthe geothermal injection disposal wells.

Rule 501 defines the geothermal injection well. Rule

502 defines the geothermal dispcsal well., Both rules pro-
hibit injection unless a permit has been obtained on the
approved PForm G-112 which is the Application to Place a
Well on Geothermal Injection in a Geothermal Resources Areal
The Form shall be filed in accordance with Rule 503 which
we will go into. The Application for approval is by admini -
strative procedure, no hearing being necessary. The Applica
tion on the Form G-112 would be accompanied by a plat
showving the location of the well and the location of other
wells within a radius of two miles, and the ownership of
geothermal leases within two miles. A log of the proposed
geothermal well, or the proposed injection well, would be
submitted if available; alsc a diagrammatic sketch of the
well, with all the pertinent facts of the well's construc-
tion depicted thereon, and a structure map showing the

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982- 0386




NUTTER-DIRECT CASE 5255

contours on a geologic marker at or near the intended zone
of injection with at least one cross section showing the
proposed injection or disposal zone from at least two off-
setting wells in opposite directions. A copy of the Applical
tion would be sent to other geothermal lease owners, if any
there be within a one-half mile radius of the proposed in-
jection or disposal well. The Secretary-Director could
approve the application aftef a twenty-day waiting period

if no objections have been received, and if he was satisfied
that the well is cased, cemented, and equipped in such a
manner that there would be no danger to any natural resourceF,
including geothermal resources, fresh water supplies, and
surface resources.

Rule 504 requires that monthly injection reports would
be filed, and Rule 505 is a surveillance rule in which
competent surveillance of the well shall be made at all
times to be sure that the water that is being disposed of,
or injected, is going into the intended formation, and that
there is no leakage into any other formation.

Rule 506 is simply an abandonment rule that says they
must be plugged in a proper manner as are other wells.

Section H is on blowout prevention. Rule 602 provides
standards for bklowout prevention equipment, but it does say
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that these standards are given simply as guidelines for the
preparation of a minimum blowout prevention program for
certain categories of wells. They are not final, they
could certainly be amended or exceptions to these rules
could be approved by the geothermal officer approving the
drilling of the well, inasmuch as they are simply guidelineg.

It breaks the wells down into three categories for
blowout prevention equipment. The first is using mud as a
drilling fluid in areas where geothermal resources are
known to contain geothermal fluids at a temperature greater
than 212 degrees, at depths less than 2,000 feet, and
geothermal exploratory wells in temperatures where the
subsurface temperatures and pressures are unknown, but the
proposed depth of the well is less than 2,000 feet. The
requirement is for an API Class 2M~A or a 2ZM-RR blowout
preventer on these. The API, I have checked with them,
the API according to a bulletin D-~13 and my discussions with
API engineers tell me that the lightest duty blowout pre-
vention equipment the API has approved is Class 2M with a
working pressure of 2,000 pounds; the service condition of
this blowout prevention equipment is described as light
duty.

Now, insofar as I have been able tc ascertain there is
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no geothermal resource well anywhere in the world with a
higher surface pressure than 1,000 pounds. However, since
the API does specify construction of equipment, and they
have a minimum size on their blowout prevention equipment of
a 2M or a 2,000-pound head, if we are going to stick with
API standards, we must prescribe a 2M until the API comes

up with a smaller size blowout preventer.

As we stated before geothermal development in this
country and in the world, in fact, is in a state of infancy.
The state of the art was mentioned the other day as being
approximately the same as the oil and gas industry in the
twenties or maybe the thirties; so I am sure that the API
in the future years, if oil well drilling equipment is
going to continue tc¢ te used for geothermal development,
will come up with new standards for geothermal equipment,
but for the time being, if we are going to stick with API
equipment we must prescribe the minimum size, which would
be a 2M.

We have down here in the Section(b),Rule 602 A, and
we find here that it says the annular blowout preventer or
pipe-ram/blind~ram BOPE with a minimum working-pressure
rating 1,000, this should be changed to 2,000, shall be
installed on a surface casing.
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The next category for wells is on Page H-2Z, Section
{2) up there near the top of the page. It is for wells in
geothermal resources areas known to contain geothermal
fluids at temperatures greater than 212 degrees, at depths
of more than 2,000 feet, and geothermal exploratory wells
in areas where subsurface temperatures and pressures are
unknown and the proposed depth of the weli is more than
2,000 feet. This would be the major category, I think, for
most geothermal exploratory wells. This calls for an API
Class 2M-RSRA, or equivalent blowout prevention stack, with
the accompanying equipment that goes with it, kelly cock,
fill-up line, kill line, blow~down line, and such.

The next category is using air as a <drilling fluid for
the wells drilled in geothermal resource areas where it is
known that dry steam exists at depth and/cr formation pres-
sures are less than hydrostatic. Again,we have jyot to go
to the minimum size, the 2M, which would be 2 RSRUG API
set up. Frequently a banjo box is used in the geothermal
drilling set up rather than the drilling spool cown below
the rams. So this particular specification here is an
adaptation actually of an API 2M RSRAG stack, and it has
the banjo box in place of the drilling spool.

And again down here in Section (d) the minimum working+t

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982- 0386




NUTTER~-DIRECT CASE 5255

pressure rating should be changed to 2,000 rather than
1,000 if we are going to stay with the blowout prevention
equipment that is approved by the API. However, when we
get down to item (j), all lines and fittings must be steel
and have a minimum working-pressure rating of 1,000. The
1,000 is satisfactory there.

Rule 603 for areas with a history of blowouts provides
that the operator shall provide adequate blowout prevention
which may be contrary to the previous rules if they are
drilling in an area where there is a history of blowouts
and lost circulation.

Rule 604 prescribes testing of blowout prevention
equipment. I have some amendments to make to this particulal
rule. Upon installation, ram-type blowout preventers, and
insert the words "bag-type blowout preventers"”, valves, and
manifolds shall he, now you can strike out "tested to 100
percent of the rated working pressure and bag-type blowout
preventers shall be", strike those words. And then we have
the words "tested to", strike the "1,000" and insert"a
minimum of 750" psi pressure. So that the sentence would
then read: Upon installation, ram-type blowout preventers,
bag-type blowout preventers, valves, and manifolds shall be
tested to a minimum of 750 psi pressure.
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The next sentence, ram-type preventers shall be opera-
ted at least once every 24 hours and bag-type preventers
closed on the drill pipe at least once each week. I have
ciscussed this with some of the operators that drill Ffor
geothermal resources; I understand that in some cases,
particularly where you are involved in drilling dry steam
wells that the frequent operation of these, like on an
every-day test, that the heat of the steam will bake the
-rubber in the rams and that the rubber will dry out from
this dry steam. It may be advisable that provision should
be made for an exception to this testing rule in areas
where dry steam wells are being drilled. 1I believe that
concludes my testimony on Section H.

We next get into Rules on Procedure which is taken
from the Commission's present rules on procedure for:
Applications for Heaxrings, for the Filing of Applications,
Personal Service of Notice, Contents of Notice, Filing
Pleadings, Continuance of Hearings Without New Service,
Conduct of Hearings, Power of the Commission to Require
Attendance of Witnesses, Rules of Evidence, Examiners'
Qualifications and Appointment, Referral of Cases to Examine
Examiner’'s Power and Authority, Hearings Which Must Be Held
Before the Commission. Notwithstanding any other provisions
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of these rules, the hearing on any matter shall be held
before the Commission (1) if it is a hearing de novo, or
(2) if the Commission in its discretion desires to hear the
matter.

Rule 717 defines the Examiner's Manner of Conducting
Hearings and the next Rule is his Report and Recommendations
Disposition of Cases Heard by Examiners, De Novo Hearing
Before the Commission, Notice of Commission's Orders,
Rehearings, and Changes in Forms and Reports.

That pretty much is the essence of that Section. I
won't go into it; I think most of us are familiar with it.
If anyone has any questions regarding that Section, I will
be happy to try to answer them.

Then, of course, at the end of the Proposed Rules we
do have attached copies of the forms through 107. We have
five additional forms which are not attached here, they
will all be relatively simple forms, and their purpose and
their content has been stated in the Rule that is applicable
toc each of those forms, that would be Form 10€ through
112.

Q In your opinion, will the adoption of the proposed
Regulations, as presently drafted, and as amended by the

corrections noted today, enable the 0Oil Conservation Com-
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mission to fulfill its statutory mandate of conserving and
preventing waste of geothermal resources within the state,
in the same manner insofar as is practicable, as it regu-
lates, conserves and prevents waste of natural or hydro-
carbon gas?

A I think that it will. We naturally have a lot to
learn; I'm sure that as years go by there will be amendmentﬁ
to thesge rules, but I think that these rules will be a good
starting place at least. Our oil and gas rules were first
adopted back in 1935 and they have been amended many times
since then, and there had to be a starting point on those,
and this is the starting point on these. I think that it

will accomplish those purposes you have mentioned.

Q Do you have any recommendations that the Commissid
take with reference to these proposed rules?
A Yes, sir, I would recommend to the Commission that

the proposed rules as amended here today be adopted.

Q Do you have anything further to add to your
testimony?
A Well, I only want to say that geothermal develop-

ment, as I mentioned before, 1is in its infancy in this
country. This state has just barely gotten off the ground
with it, but I think the State of New Mexico has a tremendoy
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potential in the field of geothermal. The tectonics of a
good part of this state are such that we probably will see
the development of this new resource in New Mexico. For
this reason I urge that the Commission should adopt some
set of rules and regulations so that we can get started on
the development of this new resource.

MR. DERRYBERRY: Mr., Chairman, at this time I
would like to offer into evidence Commission Exhibit A.

MR. PORTER: If there is no objection this
Exhibit A will be admitted.

(Whereupon, Exhibit A was admitted into

evidence.)

MR. PORTER: Any questions of the Witness?
Mr. Buell?

MR. BUELL: I have a brief question for Mr.
Nutter. Over on Page D-6 under Rule 205, it is called for
there with Form G-105 to submit electric logs, directional
surveys, physical or chemical logs, water analyses, tests,
et cetera. It is my understanding that it is not always
possible to have electric logs on these wells from surface
to TD, does this mean as available?

MR. NUTTER: This would mean -- now,all of those

tests would not have been conducted on every well; this
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simply means that the stuff that has been run would be sub-~

mitted,

MR. BUELL: As is available?

MR. NUTTER: Yes, sir.

MR. BUELL: I have nothing Ffurther.

MR. PORTER: Mr. Reynolds, dc ycu have any ques-
tions?

MR. REYNOLDS: No, 20 guestions.

MR. PORTER: Mr. Stamets?

MR. STAMETE: Mr. Nutter, I note on your Rule
104 B, you prescribed that the locations nust be at least
100 feet from any roac, street or highway; I wonder if
similar restrictions should be on habitztions, commercial
buildings, schools, churchs?

MR. NUTTER: No. You mean the location of the
well within a specified distance of a habitation, schcecl or
church?

MR. STAMETS: =Right.

MR. NUTTER: It probably should be wmore than 100
feet from a school, if you are describing the distance from
2 school. I don't know just what the minimum ¢distance that
a well should be drilled from a habitation, school or
church. If it is within 1500 feet it has gnt tc have some
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nolse abatement equipment.

You must remember also, Mr. Stamets, that some of
these wells are simply going to be hot water wells, and if
a man is located over an aquifer that ccntains hot water
and has his house there, herxe is going tg want to drill that
hot water well as close to his house as he can get it, so
I think when you start specifying distance from buildings
and things like this,you may be getting into areas that --
it would get awfully complicated if you -tarted trying to
distinguish between them.

MR. STAMETS: Do you feel that the Geothermal
Division would have enough leeway under these Rules to
prevent wells from being drilled too close.

MR. NUTTER: I guestion that; I don't know if
the Commission could d¢ that or not. It may be that the
owner of the house wants the well crillec close to his
house; we may be interfering with his rights. I think that
is a matter between the ovwner and the criller.

MR. STAMETS: I have nothiny furcher.

MR. PORTER: aAny further questions?

MR. DERRYBERRY: Mr. Cnairman, I would like to
clarify one point. Mr. Nutter, does ExniLit A contain all
these revisions that vou have testifiecd as to?
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MR. NUTTER: Yes, sir, it doewu.

MR. FORTER: That is the Exhibit that will be
filec with the reporter?

MR. NUTTER: Yes, sir, that is the Exhibit that
will be enterec into the records, and it does have all these
changes ancd notations that I have mentioned.

MR. PORTER: Loes anyone else have gquestions?
The witness may be excused,

Mr. Buell, would you like to call your witness?

MR, BUELL: Mr. Porter, we ~ould like to call
Mr. w~ilsoa and ask that he be sworn.

(Whereupon, the Witness was sworn.)

JUSErPH L. wWIL3ON

called as a witness, bhaving been first duly sworn, was
examined and testified as follows:

DIRECT EXAMINATION

BY MR. BUrLd:

W wWould you please state your name, by whom you are
enployed, 1n vhat capacity, and where?
A “y name 1s Joseph L. wWilson, I am Manager of the
Lanc Lepartment of the Geothermal Divisicn of Union Oil
Cowmpany of California in LOs Angeles.

U Basically would you gyive the Comulssion some of
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your educational bhackground anc work experience.

A Since graduating from the University of Oklahoma
in 124& I have been continuously employed in the oil busi-~
ness; first £from '4t to ‘53 by the cold sStanclind 0Oil and

Gas Company, now AmOCO,and since 1953 with Union 0il Compan

=
»

I have been in their land wmanagement area, in the 0il and
Gas Division up until 1971, at that time I wvas transferred
to the Geothermal Livision and I have been involved with
geothermal operations, both locally and on an international
level.

Q Is your ewmployer, Union Oil Company of Califorxnia,
active in the geothermal area;

A Yes, gir, I think we are considered one of the
leaders in the geothermal industxy since we are the operatox
of the only commercial field, the gevsers in California. «e
are currxently expioring and developing what we think is
going to e commercial here in your state; we have opera-
tions in @lli the western states &3 well as on the interna-
tional scene. We arxe drilling «nd developing in an area
in the Phillppines, we are exploring in other areas of the
rhilippines. we have had requests from wany foreign countries
to consult with then on thelr geothermal potentials.

Q Mr. wilson, referring you to wvhat has been marked
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and introduced nto evidence as the Commission's Exhibit

1

Number 1, tne Proposed Regulatiovas, nave you iad an oppocrtut

1ty ©O review t..08 rRegulacions?

9 Referring vou to Page D-l, anc unrdexr Rule 200,
subparagraph B, nave you nad a cnance to review tinat particy-
lar paragraph?

A Yes, sir.

Q Lo you save some comments on itnis Section of the
proposed Rules, regarding the Well Records and confidentialilty’

A Yes, sir, Mr. Nutter ouched on 1t, and ne did
gqulite a good job; L feel now that I'm going to be somewhat
redundant, but 1f tie Commission will bear with me, I may
De repetitious.

As you know, the industry is 1a 1ts infancy, and we

1]

need all tne encourayement we can get. Tne necessity for
the confidentiality material basically invoives around the
long lag time between ciscovery, ultimate utilization ox
sale of the product. Just to give you an example, here in
New Mexico we drilled ocur first well in 1971, and because
of tne driiling propblems cquring tne vinter season, we have
a rather limited driiling program Ifor our exploratory wells.
Ae drilled again in '72, again in '73, anc we still nhave a
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program in '74, and we haven't started talking contract
yet; the reason behind that being -- departing from New

Mexico and just generally speaking again -- that when you

make a discovery, it takes some time to assess that discoveq

and when you are going to a utility company to make a sale,
you have to have quite an extensive background on the size
of the reservoir because obviously if you can demonstrate
to them that you think you bave an ultimate potential of a
million or two million kilowatts, you can make a much bet-
ter contract than you can if you can saj, '"Well, we feel
like we only have 250 thousand as an ultimate.” That takes
a lot of time in assessing this; then after the assessment
has been made and we have decided what we have, there is
quite & period of time in negotiation with the utility or
utilities because we hope we won't be limited to one, to
consummate a contract may take another year or so. Follow-
ing that comes the design, the ordering, and the construc-
tion of the plants, and it could very easily be five years
from discovery until, in fact, I would say that would be a
very optimistic period of five years from discovery to
utilization of the product. If we can't keep this informa-
tion confidential we have all the problems such as Federal
lease sales, State competitive lease sales, as well as the
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private sector that we might be having an on going problem
with negotiations to try to tie these ends up. If we are
able to keep this information confidential we can go out and
drill these areas before we have solidified our lease block]
and this would move up our period quite a bit. If we had t$
give this information up everybody would be trying to have
a solid lease block and hopefully cover all the areas, and
this could take quite a period of time, but if we feel we
can keep this confidential we think we can drill maybe a
tight hole ané then go about the process; so we think it is
very necessary for the confidentiality tc be maintained
during that period.

MR. BUELL: Mr. Porter, I would point out at this
time in the second paragraph of subparagraph B, it says that
the records can be kept in the local office of the owner
or operator or his statutory agent. I would submit for the
Commission's consideration, that it might be "designated"
agent rather than "statutory" agent.

MR. PORTER: You are recommending to change that
word "statutory" to "designated"?

MR. BUELL: Yes, sir.

MR. PORTER: Mr. Nutter, do you have any comment

on that proposed change?
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MR. NUTTER: No, sir, corporate agent, designated
agent, as long as it is somebody we can go visit.

MR. PORTER: Mr. Carr just called my attention to
the fact that statutory agent might be the secretary of
state, then it would be a matter of public record.

MR. BUELL: Also the other problem is that there
are several corporations in this state that act as profes-
sional statutory agents, and they may be statutory agents
for 20 or 30 corporations, and they would have a storage
problem on their hands,

BY MR. BUELL:

Q Mr. Wilson, referring you to Rule 302 and particu-
larly Page E-2, the last paragraph of that rule states the
requirements of the paragraph immediately above may be
waived and additional extensions granted in those cases
where it can be shown that a contract exists for the con-
struction of electric poﬁer rlants and such plants are being
designed, on order, or under constructicn. This has to do
with temporarily abandoned wells; do you have any comments
on that?

A Yes, and this is just an on going bit of what I
was just referring to. We could very readily find ourself
like we have in New Mexico where we have had wells that have
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been shut in for three years, and two years, and a year.
This period of time between, as I mentioned earliex, discove
and the construction and completion of the plant can be
five years and so this five-year period we would have to

be continuously coming to the Commission for an extension
for these temporarily abandoned wells, and if we could have
some relief in the geothermal sector if this is going to be
included in our rules tc maybe prior to the contracts being
consummated, possibly a five-year period or some period of
time that we could have these wells standing without having
to come back to the Commission.

MR. PORTER: In other words, you would like some
modification that would make the necessity for reappearance
to be less frequent?

MR. WILSON: Yes, sir.

MR, BUELL: Mr. Chairman, in that connection I
would offer a suggestion that if the end of the sentence
there, after the word “"construction" period. Strike the
period, insert a comma in lieu of it and add the following
language which leaves a little bit to be desired grammatical
"Or in the case of exploration of a geothermal reservoir to
determine its commercial feasibility."

MR. PORTER: Mr. Nutter, do you have a note of
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of that change?

MR. NUTTER: To me this goes back to the problem
we had with this same rule, or the similar rule in the 0il
and Gas Rules and Regulations. If you take Mr. Buell's
statement there, that means that an operator with just any
old well just almost anywhere can sit there and say he is
witing to evaluate the commercial feasibility; and he could
have a cold hole and be telling us he has a potential geo-
thermal reservoir.

MR. BUELL: I can appreciate Mr. Nutter's concern,
and I certainly am not going to make an escape hatch there.
How about qualifying an on going exploration program.

MR. NUTTER: If it is an on going program then
it is a lot more worthy of consideration than a well that
is sitting out there with a claim being made for it.

MR. BUELL: We are not trying to protect the one
well that is sitting, but a program that is on going like
I told you.

MR. NUTTER: Actually your on going program there
could be referring to the development of geothermal fields
that wouldn't necessarily be designed for or suitable for
electrical power plants. Up in the Pacific Northwest they
are using geothermal waters for food packing plants, for
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green houses, nurseries, as well as heating units and things
like that; so an on going program for the development of
this resource would be more inclusive than just a field that
is being developed for electric plants.

MR. BUELL: Well, I have added the final two words
"as a commercial" to determine if the field is commercial
or the reservoir is commercial feasibility, it was limited
to power plants.
BY MR. BUELL:

Q Mr. Wilson, referring you to Page F-l, it deals
with Ratable Take. Down in the fourth paragraph, in
charging the Commission with the duty of promulgating rules
and regulations for Ratable Take, it says that the Commissio
may consider the quality and the quantity of geothermal
resources, do you have any comment on that?

A Well, we would suggest that if you could change
"may" to "shall" it would certainly be beneficial in ocur
way of thinking in that we certainly are in favor of every-
one getting their fair share of the production, but what
we are concerned about is a well that might be hooked up
that would be of a quality that would be a detriment to the
generating facility, whereas they could put some dirty steam

in your system and they could get some blades in the genera-
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tor or the turbine and break it down and be out of service
for some months while the equipment was being ordered and
the turbines are being repaired.

Another problem would be, if my hands were an area
that was being developed for a particular plant in the mid-
dle and somebody came up with a well on the extreme outside
or what we call the perimeter of the producing area, by
the time his well was -~ his pipeline was linked to our
system it would cool and he would really be putting a low-
quality bit of thermal energy into our system. So if it
was a matter that they shall consider these things then
that would take any arbitrary possibility out of it, and I
think that would relieve any kind of concern that we might
have as to a poor guality well being entered into a system
that could be a detriment to the system, or could be
actually causing great damage to it.

MR. NUTTER: Mr. Porter, I might point out that
this particular Rule was taken from the statute of the laws
here in New Mexico, and the laws say that the Commission
may consider this; it doesn't say shall.

BY MR. BUELL:
Q Do you have anything you would like to add to
your testimony?
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A No, sir.

MR. BUELL: I have no other questions; I do have
a comment after the cross examination.

MR. PORTER: Does anyone have a question, any
questions of Mr. Wilson? He may be excused.

MR. BUELL: Mr. Porter, I would like to direct
the Commission's attention to Rule 5 over on Page B-2, and
we have some concern over this Rule. We are aware that the
statutory authority for geothermal activity for the produc-
tion and drilling were given to the Commission; we also are
aware that there is & clause in there reserving to other
state agencies their regular powers. This Rule provides
that the appropriation of water in liquid or gaseous state
will be subject to the water laws of the State of New Mexicg
Our concern is that 2s an operator in this state we don't
know exactly where we stand. Certainly we understand if
we appropriate surface water for injection purposes or use,
we must go through the State Engineer; if we appropriate
ground water, and particularly in a basin in which we are
located, a declared basin, we must go through the State
Engineer. Wwe are confused about who we see to get our
drilling permit. There are stringent rules for drilling
and the granting of permits in these Rules. The State
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Engineexr has permits and rules for their permits for drill-
ing. We are a little confused about that; we think that
this Section, although I have no specific language to offer
at this time, could be clarified as to where an operator in
this state goes to deal with the proper agency and to avoid
a risk of having dealt with the wrong agency to his detri-
ment and be subject to litigations, and it would also help
to eliminate any jurisdictional disputes between two agencies
over a given program. We would like to see that clarified
as to who has jurisdiction over what in the geothermal areal
Incidentally, I would point out in this regard that
the Public Service Commission apparently has some color of
interest in this since they are yiving the duties for the
power to regulate the production and sales steam. So it
is a confused area and I think it could be clarified.
I have nothing slse.
MR. PORTER: Thank you, Mr. Buell. Mr. Reynolds?
(Whereupon, the witness was sworn.)

S. E. REYNOLDS

called as a witness, having been first duly sworn, was
examined and testified as follows:

MR. PORTER: Mr. Revnolds, will you proceed, and
give us your testimony, please?
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MR. REYNOLDS: Mr. Chairman, for the record I am
S. E. Reynolds, State Engineer, appearing in that capacity.

Mr. Chairman, my comments are, I am afraid, largely
editorial, but they do, at least to some extent, deal with
substantive matters upon which testimony may be helpful to
the Commission.

I invite your attention first, Mr. Chairman, to Page
A-3, the definition of "well" in the last paragraph of that
page. The first problem that I see, it occurs to me at this
point and perhaps throughout, there should be some defini-
tion of "fresh water". Mr. Chairman, as one possible source
I refer you to Frank Irby's letter of RApril 13, 1967 to
vou. Furthermore, Mr. Chairman, I will refer the Commission
to Page 6 of U. S. Geological Survey Water Supply Paper
No. 1365 which gives definitions. It might be useful if I
read them: (Reading) Slightly saline, 1000 to 3000 parts
per million; moderately saline, 3000 to 10,000 parts per
million; very saline, 10,000 to 35,000 parts; brine more
than 35,000 parts. (End of reading.)

50 fresh water according to those definitions would be
water containing less than 1000 parts. The letter to which
I refer you suggests the value of 1C,00C parts per million.

MR. PORTER: That was in Mr. Irby's letter I
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believe?

MR. REYNGLDS: Yes, sir.

MR. PORTER: What was ©ic seco1d reference you
nade to Mr., Irhy?

MR. REYNCLLSG: The second refereace, Mr. Chairman,
was to Water Supply Paper No. 1353 2f the U. S. Geological
Surwey, whilch contains certain Jefinitions.

I am further concerned, Mr. Cnairma~, with the wording
of that particular definition. It would apparently exclude
not, dry woles from 1ae definition of 2 well., It would seen
also to exclude wells drilled only wnere bHrackish or saline
waters are present, a- it would seem to be necessary to
have fresh water before vyou nave anything that fits a
definition of a well.

Mr. Chairman, then moving to Page B-2, Rule 5. Mr.
Chairman, I believe that the amendments offered by Mr.
Nutter doc greatly improve that particular Rule. I would
offer for your consideration a2 <ifferent smendment which I

believe will further improve it, and perhaps answer, at

73

least in part, Mr. Buell's ceoncern. It would then read thigd
way, Mr. Chairman: (Reading) It is recognized by the
Commission that the aprrorriation of watev in liquid or
jaseous state frow a ‘recthermal resexvolr, or the appropriat
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of water from any other source for the purpose of injection
into a geothermal reservoir is subject to, and at this
point I will offer new language for the rest of the Rule.
(Continue reading) The provisions of the New Mexico Consti-
tution and Statutes, and the Rules and Regulations of the
State Engineer governing the appropriation and use of the
public waters of the State. (£nc c¢f reacding)

Then, Mr. Chairman, moving tc Fage C-2, I suggest Mr.
Chairman, that under the heading of Rule 104 A, Classifica-
tion of wWells, there may be some typographical errors in
the first paragraph under that heading, and it appears to
me that it would nee¢ toc be considerably amended to be
consistent with the definition given on Page A-1 for an
exploratcry well. Mr. Chairman, I don't necessarily sug-
gest this as an amencment, but to make it consistent, and
to make it clear, to me at least, it would be necessary,
one, to delete the word "from” in the second line, and
substitute for it the word "beyond”, delete the (1), and
then coming to the thiru line, after the word "field"
delete the worcs "and¢ (z) any well which is within one of
guch fielc”. Then, Mr. Chairman, it would be consistent
with the definition, and I believe cleaxer.

Then, Mr. Chairman, moving to Page C-5. Mr. Chairman,
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here again in a very general way, let me suggest again the
value of a definition of the term "fresh water" which
occurs on this particular page in the second line of Para-
graph (a), the first line of Paragraph (b), and in Para-
graph A under Rule 108. I think that it causes troubles at
each of those points that could be overcome by the adoption
of a definition of the term "fresh water™.

Then, Mr. Chairman, moving to Page C-10, in the para-
graph numbered (2) at about the middle of the page. First,
in the fourth line I suggest as Mr. Nutter pointed out at
one or more points, "watercourse" should be one term, one
word, and then to avoid ambiguity I would suggest the cele-
tion of the woxds "or enter a stream or lake", and the
very use of the term "watercourse” in view of the cdefinition
seems to cover that, and it could lead to some ambiguity by
repeating those words here.

I might point out in the third line of that paragrarh,
it would seem o me that the intent is, at the fourth wordg,
the word "the" should probably read, "as a result" instead
of "the result".

Mr. Chairman, I would recognize that the definition on
Page C-11 of a watercourse is drawn from the existing OCC
Regulations. However, I think the definition would be
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improved by the deletion of the word "bed" in the first
line and in the second line of that definition.

Then, Mr. Chairman, moving to Page D-2, it is strictly
editorial. On the first paragraph under Rule 202, I suggest
that in context, the Rule would be improved by the deletion
of the Latin words "et al". It seems to be the intent is
simply to designate the majority owner.

Moving on, Mr. Chairman, to Page E-1, and again, Mr.
Chairman, the difficulty with the definition of the term
"fresh water" . This is in the first paragraph under Rule
303 A, the third from last and last line.

Then, Mr. Chairman, G-l1, here, Mr. Chairman, not
having qualified myself as an expert in geothermal resources
you may find my remarks here gratuitous, and I offer them
here only for what help they may be. I know the Commission
will disregard them to whatever extent they f£ind them
inappropriate.

It appears tc me that the first paragraph in Rule 501
snould perhaps make provision for the situation in which it
15 necessary to inject fluids to recover the heat, and that
appears not to be specifically addressed. Further, with
respect to Rule 502, and subsection (5) of Rule 503, the
Commission may £ind it useful tc expressly establish
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authority to require or permit reinjection to prevent or
control subsidence, if in fact the basic statute provides
such authority. I am aware that such problems have been
encountered in California.

Then, Mr. Chairman, moving to Page I-3, the last para-
graph on that page, I would be flattered, Mr. Chairman, if
the Commission could include the State Engineer among those
who may be represented by unsworn testimony at its hearings.
You might do that by inserting the words "State Engineer" .
after”the Bureau of Mines' or after "competent persons”.

Thank you, Mr. Chairman.

MR. PORTER: Does anyone have a question of Mr.
Reynolds or anything you would like to discuss with him
while he is cn the stand?

Mr. Nutter?

MR. NUTTER: No, sir.

MR. PORTER: Do you feel you understand Mr.
Reynold's proposals in each case?

MR. NUTTER: Yes, sir. Mr. Reynolds, with respect
to that comment you made on Rule 501, I felt that the
injection of water into dry, hot rocks would be augmenting
the supply, the natural supply, the natural supply is zero.
That is the reason I didn't mention that:; it could very well
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be mentioned, though. You will be in some cases, injecting
water into rocks that don't have any natural waters in
them.

MR. REYNOLDS: Mr. Chairman, if I may, it did
occur to me that was your line of reasoning, but it occured
to me since it is not the intent to augment the supply; the
real intent, of course, is to heat it up and evaporate it
if possible and bring it back up, rather than to augment
the supply.

MR. NUTTER: By putting it in you augment a zero
supply.

MR. REYNOLDS: Yes, but then you quickly remove
it.

MR. PORTER: Any further gquestions? Thank you,
Mr. Reynolcs.

MR. REYNOLD:S: Thank you, very much,

MR. PORTER: I might say that Mr. Reynolds and I
serve on a board, a commission, together, and I accuse Mr.
Reynolds of memorizing #ll of the proposed rules . It
wouldn't be haxrd tc see where I get the idea. We certainly
appreciate your very therough ec¢iting, and we will certainly
take all of your recommendations intc consideration.

MkR. REYNOLDS: I appreciate your courtesy, Mr.
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Chairman.

MR. PORTER: Does anyone else have any testimony
they want to present in the case? Would anyone like to
make a statement or comment on the case in any way.

Yes, sir?

MR. CORMIER: Mr. Chairman, I don't know if this
is a comment or statement or not, but I would address this
to the Commission that I represent Chevron 0il Company, I
am a landman; Chevron is a wholly-owned subsidiary of
Standard of California, but we are not prepared to submit
comments at this time due to the fact that we did not
receive copies of the proposed rules until yesterday, June
the 10th, because of some mixup in the postal service. I
have ar envelope here that shows fthis first stamp May 7,
and they weren't even mailed out to May 31, then it was
stamped again on Juné 7th. For this reason Chevron 0il
Company respectfully requests that the Commission grant a
period of time within which written comments may be submittg
and we suggest a period of 15 days or until June 3xd to
submit written comments.

MR. PORTER: Does anyone else have a statement
they would like to make?

(Wwhereupon, a ciscussion was held off the record.)
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MR. PORTER: In accordance with the gentleman's
suggestion, the Commission will allow until June 30th for
additional comments to be filed concerning the proposals
that have been made here today.

Is there anything else anybody would like to request
or would like to offer in this case?

At this time I certainly want to thank publicly Mr.
Nutter for all of the time that he has devoted to the
compilation of these Rules. He has made three trips to
California; he has presented these Rules as he has previousl
advised you, to a symposium out there, and he has tried to
get the benefit of the thinking of people who were more
familiar in this area than we are. Mr. Ulvog accompanied
him on one of those trips.

When the law was first passed, the first law that was
proposed, went into rule making to quite a degree and we
discouraged that,anc¢ we had a new bill written which simply
gave us jurisdiction over geothermals because of the in-
flexibility of rules that are written into the law. Once
they are in there it would take at least two years to get
one changed, so we felt that the rule-making process should
rest with this Commission. we gave expertise in this field.

I also want to thank the gentlemen from Union who have
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participated and given us the benefit of their knowledge
in the geothermal field.

I previously, I believe, expressed my appreciation to
Mr. Reynolds for his nelp in the editing of the Rules.

Is there anything else? The Commission will take the

Case undexr advisement and the Hearing is adjourned.
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STATE OF NEW MEXICC )
) ss.
COUNTY OF SANTA FE )
I, RICHARD L. NYE, Court Reporter, do hereby certify
that the foregoing and attached Transcript of Hearing before
the New Mexico 0il Conservation Commission was reported by

me, and the same is a true and correct record of the said

proceedings, to the best of my knowledge, skill and ability.

RICHARD L. NYE, Court Reporter
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