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

IN THE MATTER OF THE HEARIN G CALLED
BY THE OIL CONSERVATION COMMISSION
- FOR THE PURPOSE OF CONSIDERING:

APPLICATION OF THE NEW MEXICO OIL CONSERVATION DIVISION, v
THROUGH THE ENVIRONMENTAL BUREAU CHIEF, FOR ADOPTION OF A
NEW RULE REGULATING PITS AND BELOW-GRADE TANKS; AMENDIVIENT
OF 19.15.1.7 NMAC AND 19.15.5.313 NMAC; RECISSION OF 19.15.1.18 NMAC,
-19.15.3.105 NMAC AND 19.15.2.1 THROUGH 19.15.2.15 NMAC; AND RECISSION .
OF ORDERS R-3221, R-3221-A, R-3221-B, R—3221—B-1 R-3221-C R-3221-D R—7940
R-7940-A AND R-7940-C. _

CASE NO. 12969
o ORDER NO. R-12011-B
ORDER OF THE OIL (_f_ONSER__VA’I_‘ION COMMISSION
BY THE COMMISSION: |

'THIS MATTER Cé.me beforé the Oil Consérvatlon Commission (heremaﬁer referred

to as "the Commission") .on November 13 and 14, 2003 at Santa Fe, New Mexico, on
application of the New Mexico Qil Conservation. Division (hereinafter referred to as "the

Division") through the Chief of the Environmental Bureau, and the Commission, havmg, :
-carefully considered the evidence, the pleadings, comments and other materials submitted in
- support and in opposition of the. proposal now, on this I 1 #Lday of December 2003,

FINDS:

1. Proper notices have been given of this proceedmg and of the pubhc heanng
hereof, and the Commission has Junsdlctlon of the subject matter.

The Division's Proposals

2. In this rule making proceeding, the Division has applied for repeal of existing
_tules concerning pits and below-grade tanks, except pits and tanks that are a part of waste
management facilities permitted pursuant to Rule 711 (19. 15.9.711 NMAC) or facilities
permitted under Water Quality Control Commission (WQCC) regulatlons and the adoption
of a new comprehensive rule regulating pits and below-grade tanks.

3. The Division proposes repeal of the following rules and orders:

‘Rule 18 '  19.15.1.18 NMAC
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Rule 105 19.15.3.105 NMAC
Order R-7940 - not codified
. Order R-7940-A " not codified o e
Order R-7940-C 19.15.2. lthrough 19.15.2.11 NMAC :
Order R-3221 19.15.2.12 NMAC ‘
Order R-3221-A. . 19.15.2.13NMAC
. OrderR-3221-B  19.152.14NMAC
.. OrderR-3221-B-1 . . "19.15.2.15NMAC
~ OrderR-3221-C . " . not codified -
Order R-3221-D o _'not COdlﬁCd

o Orders R-7940»B and R—7940-B( 1) Were w1thdrawn by Order R-7940- C

4. In addition, the D1v1$10n proposes to amend Rule 313 [19 15 5313 NMAC] to

- eliminate provisions therein relating to pits.

. 5. The Division proposes amendment of Rule 7 [19.15.1.7 NMAC] to
incorporate additional definitions of general applicability, and the adoption of a new rule to

. be codified as 19.15.2.53 NMAC. The proposed new rule, proposed amendments to Rules 7
and 313 and the proposal to repeal the above-identified rules and orders, collectlvely,

constitute "the Division's proposals.” S e

o 6. To assist in formulating the DlVlSlOIl s proposals the Envuonmental Bureau of

the Division ("the Bureau") created a workgroup including representatives of the New
~Mexico Oil and Gas Association ("NMOGA"), the Independent Petroleum  Association -of
- New Mexico ("TPANM"), other governmental agencies (including the United States Bureau
_of Land Management, and Native American tribes), other interested groups. (including the

o ‘Sierra Club, the Fee and Public Land-Users Association and the New Mexico Cattle Growers_

'Association) and representatives of the Bureau. The workgroup was charged with reviewing
existing rules and orders and developing recommendations. The Division's proposals
incorporate the consensus of the workgroup on those issues on which the group was able to -
achieve consensus, and the Bureau's recommendations on identified issues on which no
consensus was achieved. The efforts of the workgroup have been of mvaluable ass1stance to
the Division and the Commission. ,

7. The: Commission held a public hearing on the Division's proposals on
November 13 and 14, 2003. In addition, the Commission accepted written comments
concerning the proposed rulemaking both prior to and following the hearing. The
Commission deliberated on the application in open session dunng its meeting on December
11, 2003.

Background

8. ' The Commission has been concerned about disposal or storage of
hydrocarbons, produced water and other materials in open pits and the potential of such pits
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to contammate fresh water resources of the' Ste,te for a long time. Beginning in 1958 with the -
adoption of Order R-1224-A, the Commission has undertaken selective regulatlon of p1ts in
‘particular areas of the State and in partlcular circumstances.

: 9. The D1v_1s__10n s existing orders and rules regulating pits are complex van_d-

R 10.  Pits in the producing areas of southeastem New Mexico, consisting of Lea,
. Bddy, Chaves and Roosevelt Counties ("the ‘southeast"), .are governed by Order R-3221, as

- amended by Orders R-3221-A, R-3221-B, R-3221-B-1, R-3221-C and R-3221-D. OrderR- -

~+3221, as amended by Order R-3221-C; se¢ts forth the basic substantive rules, generally
. . prohibiting unlined pits and requiring permits for lined pits. . Order R-3221-B delineates an

~ exempt area to which these rules do not apply, and Order R-3221-D establishes procedures o o
- applicable to requests for exceptlons Specific orders issued pursuant to. Order R-3221-D -

- have granted exceptions to the prov1s1ons of Orders R-3221 through R-3221-C in particular
circumstances. ,

-~ 11,  Pits in the produomg areas of northwestern New Mexico (McKinley, Rio -
Arriba, Sandoval and San Juan Count1es) are governed by spec1a1 rules adopted by Order R-
:7940-C.

~12.  The propOSed new rﬁle submltted by the Division (“the proposed rule")

- admitted into evidence as Exhibit 4 at the hearing, and the accompanying deﬁmtlons:"

- admitted as Exh1b1t 3, would apply statewide and would supersede all of the existing rules
-and. orders relatmg to pits. - Basically the Division's proposals would subject all pits to

. penmttmg and closure requu‘ements, and expand to statewide applicability most of the o

restrictive provisions apphcable in' the major producing areas under ex1st1ng orders. Details
of the proposed changes are analyzed below in conneouon with a review of the tesumony at

. the heanng

Techmcal Ev1dence -

13_ : The Division presented the test1mony of Roger Anderson, a chem1cal englneer -
~ and Chief of the Division's Environmental Bureau. Mr. Anderson testified concerning the
organization, composition and activities of the work group and the process by which the
Division's proposals were formed. '

- 14,  Mr. Anderson further explamed the Division's proposals and the reasons why
the Division recommended adoption of particular provisions. He pointed out those portions
- of the Division's proposals that represented a consensus of the work group and those that did
not represent a consensus. With respect to those provisions where consensus was not
achieved, Mr. Anderson testified concerning the Division's reasons for recommendmg
particular alternatives and rejecting others.
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~15.  The Division also presented the testlmony of William C. Olson, a geologist
and hydrologlst employed as Senior Hydrologist by the Division. Mr.. Olson. testlﬁed
concerning certain instances of pit contammatlon investigated by the Division. : -

16. Dr. Donald A. Neeper, a citizen of the State of New Mexico, possessor of a

- PhD degree in thermal physics and work. experience in chemical contamination and .
environmental clean-ups testified on his own behalf. Dr. Neeper testified that soluble
pollutants deposited in pits, and particularly those buried upon. pit- closure will tend to -
percolate upwards toward the surface where they can pollute the vadose zone and inhibit -
plant growth, and that this can happen even if the pit is lined. - Dr. Neeper recommended
certain alternatives to the Division's proposals that are discussed below in reference to
partlcular prowsmns .

- 17.. . Ms. Tweeti Blancett and Mr. Chris Velasquez, ranch operators in San Juan
County, New Mexico, testified on behalf of the Oil and Gas Accountability Project and the -
_ San Juan Citizens' Alliance. Their testimony chiefly concerned specific instances of surface
- . pollution and damage to livestock attributed to oil and gas operations. - They. recommended_ :
. altematlve and more restrictive prov1s1ons that are discussed bclcw EETE o

L The New- Mex1co 011 and Gas Assoclatlon and the Independent Petroleum
Assoc_latlon of New Mexico, jointly (NMOGA/IPANM), presented the testimony of Mr.
‘Bruce Gantner, Division Manager, Environmental Health and Safety for Burlington
"~ Resources, Mr. Robert L. Manthei, Operations Supervisor for Southeast New. Mexico for BP..
- American. Productlon Company and Mr. Randall T. H1cks 2 geologlst and hydrologlst with

‘ ~specmhzat10n n contammant mlgrauon issues. .

. Mr Gantner and Mr. Manthe1 tesuﬁed in support of alternatlves to some of ... .
: «the D1v1s1ons proposals recommended: by IPANM/NMOGA. - Their testimony is described -

- . ‘belowin connection with the discussion of spec1ﬁc provisions - of the proposed rule.

: 20 Mr ‘Hicks testlﬁed regardmg studles and simulation- models in which he -
participated in order to determine the effects of discharges of chlorides in an envnonxnent
resembling that of southeast New Mexico. Mr. Hicks testified that his studies indicate that
- water containing chlorides, unless constituting a highly concentrated dlscharge in a small
area, would not likely cause groundw,ater to exceed standards, or even reach groundwater.

- He accordingly concluded that, except in unusual circumstances, such as where groundwater
is extremely close to the surface, pits such as drilling or workover pits contalmng relattvely
small fluid volumes do not pose a threat to groundwater. .

21.  Mr. Hicks further testified, however, that chlorides from pits closed on site
could migrate upward and cause soil sterilization, confirming the testimony of Dr. Neeper.
Accordingly, Mr. Hicks recommended that all pits, including temporary pits, should be
“properly closed. He did not, however, recommend specific provisions concerning closure.
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Comments

22. NMOGA/]PANM Controlled Recovery, Inc., the Fee and Public Land -

‘ Assocmtlon, Greg Duggar, Donald A. Neeper, PhD, the Oil and Gas Accountability Project,
~ the New Mexico Department of Game and Fish, the New Mexico Cattle Growers

Association, the Rio Grande Chaptér of the Sierra Club the Surface Division of the New

Mexico State Land Office and Carl L. Johnson submltted written comments at or before the
hearing. - C .

23. In addition to the above identified witnesses, the following persons made

- - -comments at the hearing: Janet Rees, San Juan County resident; B.J. Brock, representing the . -
 New Mexico Cattle Growers Association, Cody Motrow, representing the Surface Division

of the New Mexico State Land Office; Jennifer ‘Goldman, representing the Qil and Gas
Accountability Project; Greg Duggar, Otero County resident; Mike Starrett, representing

" OXY Permian; Clifford K. Larsen, representing the Rip Grande Chapter of the Sierra Club; -
~Irvin Boyd, representmg the Fee and Public Land Users Assocratlon, and David. Sandoval i

: attorney representmg various landowners

24, NMOGA/IPANM, the D1v1s1on, David Sandoval, Dr. Neeper, the Department

of Game and Fish, and Carl L. Johnson subrmtted post-hearmg comments within the time - - -
c allowed by the Commission.

D1scuss1on of the Proposed Rul
Subsection A - Perm1t Re_qmrement

24, Subsectlon A of the proposed rule requlres a permlt for any plt not expressly- .

: exempted or perrmtted pursuant to another rule e

25.. Permlts are now requlred for hned d1sposal or storage pits.in the southeast by

- paragraph (5) of Order R-3221-C; by Rule 4 adopted by Order R-7940-C in the northwest, -

-and by statewide Rule 18 in all other areas. Paragraph (4) Order R-3221-C, however,

provides an exception to the permit requirement for "surface pits . . . utilized for the disposal | '

~ of a maximum of one barrel of produced water per day for each developed 40-acre tract."
Permits are required for storage of wastes in below-grade tanks by Rule 4 adopted by Order

R-7940-C in the northwest, and by statewide Rule 18 in all other areas. Permits are not

required for unlined pits in those areas where unlined pits are allowed. Unlined pits in the
northwest outside the vulnerable areas are required to be registered; however registration is

not a prerequisite to construction or use of such pits.. Although there is no express exclusion -

from the permitting requirements of Rule 4 of Order R-7940-B or of statewide Rule 18 for
drilling and workover pits, the division has mterpreted those prov1s1ons as not applying to
such pits.

S
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26. Subsecuon A of the proposed rule Would extend the permitting requirement to
unhned pits, eliminate the exemption for relatively small disposal pits currently provided by

Order R-3221-C, and, in conjunction with the definition of "pit" in the Division's proposals, -

would make clear that the penmttmg requxrement applies to drilling or workover pits.

- 27. Mr Anderson testlﬁed that this prov1s1on represented the consensus of the -‘
workgroup He further testified that the Interstate Oil and Gas Compact- Commission -
(TOGCC), .and State' Review .of Oil and Natural Gas Environmental Regulation, Inc.-

' (STRONGER) through - their state review program, had found New Mexico's regulatoryv

| regime deficient under IQGCC. . guidelines due to the absence of "a permlttmg or Teview -
- process in place for all pits." Mr. Anderson also testified generally concernmg the potentlal. v

.dangers to groundwater and the envuonment associated with pits.

~ ,28. - No party opposed the general permlttmg requirement of Subsectron A
. W1tnesses and representatives of public “interest groups and. landowners' and ranchers' .

associations who -appeared or submitted comments generally recommended that - the
Commission prohibit- all plts associated with wells and require wells to be operated with
v closed systems. L ,

29.  The 'Commission ooncludes that:

a ‘use of pits for either temporary or permanent storage of oil. field
. wastes, including drilling fluids, entails significant hazards to freshwater resources

and the environment, but such hazards are manageable;

‘b. :‘ a general permrttmg. requlrement_ apphcable all_v pits is necessary to

enable the Division to manage the hazards associated with pits and to.conform New
- Mexico to natlonal regulatory standards - = o

c the concemns artlculated by landowners concerning - surface

contamination from pits, while significant, are more germane to the manner of closure : o

of pits than to the existence of p1ts . o L

d. . none of the part1es urgmg prohtbltlon of pits. offered persuaswe'» )
evidence specifically indicating that lined pits presented surface contamination
dangers so long as liner mtegnty was mamtamed and proper closure procedures were

followed; and

e accordingly, subsectlon A of the proposed rule should be adopted.

Subsectlon B Permrttmg Procedures

30.  Subsection B of the proposed rule sets forth the procedures, including
timeframes, for filing for and approval of, permits for existing and future p1ts These
provisions are new.,
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‘31, Mr. Anderson testified that Subsection B represented the consensus of the

workgroup, except with respect to drilling and workover pits, and with respect to the specific.

timeframes for continued use of existing pits. He further testified that the times provided in
“the proposed rule for notification of intent to.close or to continue to use existing pits and for
- filing permit applications for existing pits contemplated an earlier adoption of the rule than is

now possible, and accordingly should be deferred to-reflect the actual date of enactment, but- B

that the:June 30, 2005 date for dlscontmuance of use of existing p1ts for whlch perrmts were
* not filed should not be deferred. : Co

32.  NMOGA/IPANM recomm"ended.that drilling and workover pits be permitted

- by rtule, ‘dispensing with the need for a specific application. . In support of that . ..
‘recommendation, Mr. Gantner testified -that such pits are relatively small and: open for .

relatively short periods, and that OCD records reflect an extremely. small number of
environmental problems with such pits. 'Mr. Gantner also pointed out that the permitting

o reqmrement would add new paperwork since advance syndry notices are not now requu'ed .

) for some small workover operatlons that involve workover pits.

_ 33 NMOGA/IPANM also recommended a. six-months- deferral of the time for .
notification of intent to contmue to use ex1stmg pits: . _ _

34, NMOGA/IPANM recommended that ex1$tmg p1ts be grandfathered so long as

they have integrity. Their witnesses did not explain, however, what class- or.classes of pits - - = .

might be grandfathered under their recommended language, whether those pits would meet

standards for permitting or whether concerns regarding such p1ts could be addressed through IR

the exceptlon process provided i in the proposed rule.

- 35_. The Comm1ss1on concludes that

S a. The perrmttmg procedure prov1ded in subsectlon B of the proposed

rule is generally reasonable;

b. - Specific perrmttmg of p1ts, mcludmg dnlhng and workover pits, W}]l -
enable the Division to have reliable information regarding the nature and location of

pits, and to consider site-specific factors in applying its guidelines;

c. Existing pits that comply with standards should be permltted whereas -
those that do not should be brought up to standards unless a basis for a specific

exception is established; accordingly existing pits for which permits are not approved
should not be allowed to contmue to operate, as recommended by the
NMOGA/IPANM '

d. the timeframe provided in subsection B of the proposed rule for
notification of intent to continue to use existing pits should be deferred to April 15,
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2004, and the time for filing permit apphcatlons for existing p1ts should be deferred to
L September 30, 2004; and - S

€. - subsection B of the proposed rule should be adopted without

' substantlve change other than as to specrﬁc times, in the form shown in Exh1b1t c

hereto o

36, Subseeuon C of the proposed rule sets forth desrgn, constructron and
' 'operatlonal standards for p1ts and below—gradetanks o A :

,37. Paragraph 1 of subsectlon C establishes general performance standards “Mr.

Anderson testlﬁed that this prows1on represented work group consensus; and no party vorced v

E any oppos1t10n

R 38 Subparagraph C. 2(a) relates to locatlon of pits. - It would prohlblt pits, except 5
- drilling and workover pits, in any watercourse, sinkhole, lakebed, playa lake or wetland; and

authorizes the Division to impose additional requirements for pits in groundwater sensitive
areas. The Division also submitted, as a part of its proposed amendments to Rule 7, a
. proposed deﬁmtlon of "groundwater sensitive areas." S s

39. Subparagraph C.2(a) is new. Existing orders prohibit un]med prts in certain

" areas but do not contam speclﬁc prov1s1ons regardmg location of hned pits.-

40 Mr Anderson testlﬁed that subparagraph C. 2(a) d1d not represent work group

CODSCHSUS

42, Mr Larsen also recommended that the proposed language should be altered to

‘provide that the Division "shall" rather than "may" impose additionatl requuements m

groundwater sensitive areas.

43. Mr. Morrow, representt'rtg the Surface Division of the New Mexico State Land -

Office, recommended that pits be excluded from additional areas such as areas in the vicinity

of existing water wells and 100-year floodplain areas. Mr. Sandoval also recommended

' proh1b1t1ng pits in areas around public or private water wells.

44, M. Anderson testified that the Work group d1d not reach a consensus on the -

definition of "groundwater sensitive area," but no party ralsed specific objections to the
_proposed definition. ,

45, The Commission concludes that:

41, The Department of Game & Fish of the State of New Mexico and Mr. Larsen,
- representing the Rio Grande Chapter of the Sierra Club, objected to the exception aIlowmg B
o dnllmg or workover pits in areas where this paragraph would proh1b1t other p1ts DR :

B o L L R TS
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a. p1ts located in actually or mterrmttently saturated areas present extra .p
hazards to surface water and groundwater, as exemplified by the testimony of Mr.
Hicks concerning a p1t that was located in the bed of the San Juan River;

_ b. the excepuon process in the proposed rule provides an avenue of relief
where unusual reasons m1ght exist for locatmg apitin an otherwise prohibited area;

‘ c. no . adequate ba81s was ‘shown for generally excepting dnllmg and
workover pits from the prohlbltlon of plts in aquatlc environments;. . .

d. wh11e the D1v1$1on should have authonty to impese additional permit

~ conditions and stipulations for pits located in groundwater sensitive areas, in the =
absence of the Commission- adopting standards for such additional requirements, it .

- would not be meaningful to make 1mpos1t10n of additional conditions mandatory;

e. = wellhead protectlon areas, as deﬁned in the deﬁmtlons set forth in
Exhibit B hereto, should be treated similarly to groundwater sensitive areas as areas
where additional protectlve COI]dlthIlS should be cons1dered :

f. accordmgly, subparagraph C.2. (a) of the proposed rule should be

adopted, deleting the exception for drilling and workover pits and addmgv-
- authorization for additional protective cond1t10ns in wellhead protectlons areas, in the

form shown in Exhibit C hereto; and o o

g. ~the accompanying deﬁmtlon of groundwater sensitive areas should
also be adopted . o

46. Subparagraphs C.2(b).and C. 2(c) of the proposed rule set. forth requlrements

: for lmers and leak detection. Generally these prov131ons require a gingle liner for drilling and -
workover pits and a double liner with a leak detection device between the hners for all other .
- pits, except flare pits for whlch no liner is required. : S :

.
A

47, Mr Anderson testrﬁed that these prov1s1ons represented work group»

consensus, and, except for the requirement that drilling and workover pits be lined, are in

accordance with existing Division guidelines. = Mr. Sandoval recommended more speclﬁc :
liner performance standards.

48. Subparagraph C.2(d) of the proposed rule preserves the prov1$1on of ex1stmg
Rule 105 requiring that drilling and workover pits be of sufficient size to provide an adequate

'supply of drilling fluid, and adds a new requirement that hydrocarbon—based dnlhng fluids be

confined in tanks.

49. Mr. Anderson testified that these provisions represented work group
consensus, and no party voiced any opposition thereto. _
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50. The Commission concludes that'

a. spemﬁc hner standards are more appropnate for mclusron in the
guldelmes and : :

o ~'b. subparagraphs C. 2(b), (c) and (d) of the proposed rule should be
- adopted.. o

51. Subparagraph C_.Z(e) of the proposed rule. establishes two «perform:mc_e
standards applicable to disposal and storage pits, requiring that liquids containing more than
‘two-tenths percent hydrocarbons not be discharged into such pits, and that if spray
- evaporation systems are used, spray-borne sohds not be allowed to escape from the penmeter
of the lined p1t These prov1s1ons arenew, : S

‘ 52 Mr Anderson testlﬁed that the-work group reached consensus on the spray- .
‘borne solids- ‘requirement but not on the two-tenths percent hydrocarbon limitation. - He.

further testified that the latter requirement was introduced in the interest of specificity, but he -

did not mdlcate any sclentlﬁc or pohcy-based Teason for this partlcular standard

53 '- NMOGA/IPANM recommended an altematlve prov1s10n requlrmg that'
d1sposa1 and storage plts be "kept reasonably free of oil." . .

- 54; In support of this recommendatlon Mr. Kantner and Mr. Manthel testlﬁed that - -

o ﬁeld personnel could not determine if a stream contained more than two-tenths percent
- hydrocarbons, and thus could not comply with the standard of the proposed rule; but:coyld :
~ make a meaningful Judgment based on visible mspectlon as to whether a pit was reasonably -

free of oil. -

55, Mr Larsen recommended retentlon of the two-tenths percent hydrocarbon -+ . . i
- limitation -because of' its - objectivity, ‘and’ ‘several witnesses expresSed concern about.a S S

enforceability of vague language such as "reasonably."

‘ 56.' ~ Mr. Anderson testified that the phrase' "spray-borne .solids" ‘in the spray
evaporation system requirement was intended to include solids dissolved in the sprayed fluid."

: 57.  Ms. Blancett and Mr. Vasquer recommended that spray evaporation systems
be prohibited. In support of this recommendation, they testified concerning instances of such’

systems that had over-sprayed and destroyed vegetation, and Ms. Blancett express doubt that -

spray-borne solids could be confined to pits.
58.  The Commission concludes that:

a. the Division's proposed two-tenths percent standard lacks adequate
scientific or policy justification, and would be difficult to enforce;
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- where pits either were not fenced, or where fences were inadequately maintained.

. b. NMOGA/IPANM's recommended language is subject to varying
~ interpretation; ‘ ' ' - ‘

c.  amore reasonable and enforceable approach is to require that disposal =
and storage pits be kept free of "any measurable or visible layer of oil anywhere on
the pit"; . '

d. for clarification, the standard regarding spray evaporation systems
should be changed to require that "spray-bome suspended or dtssolved sohds" remain
within the pit penmeter, and - , L

e subparagraph C. 2(e) of Exhlblt C to this order, incorporating the above‘ L

_, changes, should be adopted in heu of the prov1sron recommended by the Division.

’. 59. Subparagraph C.2(f) of the proposed rule deals wrth fencing and nettmg of -

.. pits and open tanks for the protectlon of hvestock, blrds and other w11d11fe

60. Present Rule 313 requrres plts used for dlsposal of tank bottoms to be fenced,

and Order R-3221-C, apphcable to the southieast, requires that lined storage and dlsposal pits - .

be fenced. These provisions also specifically require that fences be kept in repan' There is B
not now a fencmg requlrement for other p1ts ' . v

. 61 Present Rules 18 and 313 require tanks exceeding 16 feet in diameter and all .
pits to be netted or screened to protect birds unless specifically exempted Rule 105,

applicable specifically to drilling and workover pits, requires netting or screening only after

the operation has ceased and then only if oil is not removed from the surface of the pit.

L 62. Mr Anderson testified that consensus was not achieved on the fencing and: = - .-
: ‘nettlng proposals He further testified that netting was not necessary for- drilling and R
workover pits during active operations. because human - presence. would be a deterrent to o

birds; but that netting mJght be necessary aﬁer cessation of operatlons

- -63.  In response to cross-examination concermng the requirement for fencmg to -

| protect wildlife, Mr. Anderson testified that the proposed rule was not intended to require

fencing specifically des1gned to exclude wildlife except where a partlcular wildlife concern:
was identified. ' . .

64.  Ms. Blancett and Mr. Velasquez testified to instances of damage to livestock
: b Y

. 65, NMOGA/IPANM recommended retaining the present exemption from
netting for drilling and workover pits. Mr. Manthei testified in support of this
recommendation that during his many years of field expenence he had never seen a dead
bird in or near a drilling or workover pit.
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66.  Ms. Rees, Mr. Larsen and the Department of Game & Fish recommended that
there be no exceptions to the netting requirements, and Ms. Rees and the Department of
Game and Fish recommended that tanks less than 16 feet in diameter also be required to be
netted

67.. The commission concludes that:

a: ‘exclusion of wildtife would require specially designed fencmg that
v ,should not be required except where a wildlife problem has been 1dent1ﬁed

: - b accordmgly, the general fencmg reqmrement should ‘be limited to
-protectlon of livestock; - L

c.  the fencing proposal as so modlﬁed should be adopted with the

- ‘addition of a speclﬁc prowsmn, as in present Rule 313 and Order Re-3221-C that -

R fences be kept in repair;

'-d. - -netting is not necessary for dnlhng or workover plts durmg operations
because human presence and activity will generally render dnllmg and workover plts

- non-hazardous to birds during such operations, and such pits will not present a ) o

matenal hazard to birds after operatlons if they are kept reasonably free from orl and,

R el accordmgly, subparagraph C.2(f) of Exh1b1t C ‘should be adopted in
' ».,heu of the prov1s1on recommended by the Division. _ S '

: 8 Subparagraph C 2(g) of the proposed rule would prohlblt unlmad p1ts except .
in des1gnated geographmal areas. v ,

69 Th1s prowsmn restates the requlrements of ex1st1ng orders, wuh the followmg, -
changes o T o , S

'?f»
"‘

‘ 'e1ght ‘major producmg countres,

b. the exceptlon allowmg unlined disposal pits that receive less than one
barrel of produced water per day per 40-acre tract served in the southeast prov1ded n .
‘Order 3221-C, will be repealed and

C. pursuant to the Division's proposed deﬁmtlon of "wellhead protectlon
area," the wellhead protection areas where unlined pits are prohibited in the northwest
would be extended to include a 1,000-foot radius around all water wells; whereas
Order 7940-C now provides for a wellhead protection area defined by a 200-foot
radius around domestic wells and a 1,000-foot radius around other wells.

a. unlmed pltS w111 no longer be allowed in parts of the state outs1de Ihe EEE
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v 70. M Anderson testified that Subparagraph C.2(g) represented work group
CONSensus. ' S o v v ' . :

71.  Clause (ii) of subparagraph C.2(g) provides a procedure for an operator to
apply to the Division for a permit for an unlined pit in a particular case. This provision does
not include a notice requirement. However, Mr. Anderson testified that the notlce '

requirement in proposed subsectlon G was mtended to apply

72. Some commentors, including several landowners, M. Morrow, representing
the Surface Division of the New Mexico State Land Office, and the Department of Game and
_Fish, recommended that unlined pits be prohibited in all areas. However, no technical

.- evidence was presented to demonstrate a need for such a prolubltlon in those areas wherc' .

unlined plts are specifically penmtted

- 73.  The Division did not present any spec1ﬁc ev1dence to support extension of
"wellhead protection areas" from 200 to 1000 feet around private water wells.

74.  The Commission concludes_. t_hat; ‘ u

a.  areas where unlined pits may continue to be allowed without
endangering groundwater have been defined in previous orders based on extens1ve
evidence received by the comm1ssxon in the proceedmg that produced those orders;

b. the ev1dence presented in this proceedlng was insufficient to justify re- - -

v1s1tmg those determinations, except that the proh1b1t10n of unlined pits in wellhead

' protection ateas, currently apphcable only in the northwest _should be made
statewrde, e

¢ the excepnon procedure for unlined pits in clause (i) of this ..

, »subparagraph duplicates the exception procedure provided in paragraph G.1 of the ;
‘ proposed rule, and is therefore redundant and unnecessary, o ‘ o

d. subparagraph C. 2(g) should be adopted generally as proposed, deletmg o

the exception procedure as redundant, and with effective date changes and clanfymg
wording changes as set forth in Exhibit C hereto; and . ‘

e the definition of "Wellhead protecuon area" set forth in Exhibit B
hereto, which is substantively the same as that in Order 7940- C, should be adopted in
lieu of that proposed by the D1v1s1on

75.  Proposed paragraph C.3 requires secondary containment and leak detection
for all new below-grade tanks, and retrofitting of existing below-grade tanks at the time of
major repairs. Mr. Anderson testified that this paragraph represented work group consensus,
and no party objected thereto (except to its applicability to large sumps that would not
qualify as "sumps" under the Division's proposed definition).
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76.  The Commission concludes that paragraph C.3 of Exhibit C hereof should be
adopted, mcorporatmg the substance of the Drvrsron 'S proposed paragraph C.3 with clanﬁed
' ~wordmg ’ o

77. Proposed paragraph C.4 reqmres annual mtegnty testing of sumps. Sumps are

basically tanks used to catch drips or leaks. Sumps are intended to remain predominantly

empty. They are €xcluded from the permitting and secondary containment reqmrements
otherwise apphcab_le to pits and below-grade tanks. The Division submrtted an accompanymg
“ definition of "sump,"” which limited the apphcabrhty of the term to a reservoir. that has a
_ capaclty less than 110 gallons . _

7. NMOGA/IPANM proposed (a) deﬁmng a sump as a "vessel" rather than a
. "reservoir," (b) eliminating the 110-gallon maximum, and exempting surnps of less tha.n 30-
- gallons capac1ty from the annual mtegnty testrng reqmrement , s .

o 79. In support of these proposals, M. Manther testlﬁed concerning the use of . |
sumps in the oil field. He testified that sumps are made of man-made materials, not earthen B

~ impoundments, ‘and, accordingly, the term - "vessel" is a more accurate descnptron than

"reservoir." ‘He further testified that since sumps are intended to be used only in the event of

a spill or leak, and will otherwise remain empty, there is no reason fo require secondary
- containment for ‘sumps as is proposed for below-grade tanks, regardless of the size of the
. sump. ‘Mr. Kantner testified that, in his opmron there is no legltlmate reason. for mtegnty

. testing of very small sumps. .

80.‘ ' Mr Larsen recommended preserving the size hmltatlon on sumps suggestlng.
~ that large sumps should be subject to permitting and leak detection requu'ements apphcable .

- ._to below-grade tanks even 1f berms are not requlred

81 The Comnussron concludes that

a. - the word "vessel" should be substltuted for "reserv01r" in the deﬁmtron :
of "sump" to exclude emergency prts frorn the deﬁmtlon, SN . gt s

b.  the 110-gallon maximum for sumps not requrred to be permltted as
below-grade tanks is somewhat arbitrary and excludes many structures of similar -
function; however, some maximum size should be retained because of the greater
environmental hazards posed by larger vessels that could contain larger quanfities of
contammants, .

C. a 500-gallon limitation would bring most drain and leak-catching
sumps within the definition while still requiring permitting of larger structures;

d. the exception process provided in subsection G of the rule will enable
the Division to dispense with the requirement for secondary containment and leak
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detection for larger installations that serve a function analogous to sumps where the

lack of need for addltronal protective measures can be shown;

e. annual integrity testing should be required for all sumps, with visual

testing authorized only for those that can be removed from therr emplacements for;

T testrng, and

f. the deﬁmtron‘of ‘;'éump" set forth 1n Exhibit B hereto, and paregraph- .
C.4 set forth in Exhibit C hereto should be adopted in lieu of the Division's. .

recommendatrons

=Subsectron D: Emergencies .

82. Subsectron D of the proposed rule, except for paragraph D.5, deals with plts_ _
constructed in’an emergency. - The new rule authorizes construction and. use of such pits

without a permit provided they are emptied within 24 hours. Paragraph D.5 requires that
"emergency pits" constructed in advance to contain a potentlal release be perm1tted

- 83. Mr. Anderson testified that the proposed provisions regarding pits constructed
in an emergency situation represented a work group consensus, except that some members

wanted to allow construction of such plts in Iess exigent circumstances upon verbal approval L

of the D1v1s10n

‘ -84, NMOGA/IPANM proposed addmg language allowing ‘construction of =~
~emergency p1ts upon verbal approval of the Division, but their witnesses did not identify any

" circumstance that would justify construction of such a pit upon verbal approval that would
v not also constltute an emergency. . R

= - 85. Mr Anderson testified that paragraph D.5 requiring - permlttrng of pits. = . A
* constructed in ant1c1pat10n of a future emergency did not represent a work group consensus, SERNEEE I
but was a necessary prowsron for enforcement in view of the ﬁ'equent use of such pitsas
'unpermrtted d1sposa1 plts : - .

86. NMOGA/IPANM recommended that proposed paragraph D5 be changed to o
exclude impoundments constructed pursuant to the Environmental Protection Agency's Spill.
Prevention, Control and Countermeasure (SPCC) requirements, and the Division, in post-hearing -

comments, joined in this recommendation provided that the pit is described in a plan
submitted to the Environmental Protection Agency (EPA) and that notice of the locatlon of
the pit be filed with the Division.

87.  The Commission concludes that:

a. the Division's proposed conditions for excepting SPCC pits are :

desirable to prevent the exception bemg used to evade the permitting requirement for
emergency pits;
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: b. however, since SPCC plans are not ordinarily filed with EPA except in
the event of certain incidents, a requirement that the SPCC plan have been ﬁled with
EPA is too restrictive; and = .

(b) proposed subsection D should be adopted in the. form set forth in -
- ,EXhlblt C, which exempts spill containment pits described in SPCC plans that are-
requlred by EPA provided the Division is g1ven notice thereof. _ o

. S_ubsectr_on E: Dril

ing Fluids and Cuttln s

88. Subsection E of the proposed rule provides for disposal of drill cuttings and
 drilling fluids in any pit in a manner approved by the D1v1310n, and requlres that the proposed o
- method of d18posal be statcd in the perm1t apphcatmn % SR S

89 Present Rule 105 requires on-site bunal of drill cuttmgs and drlllmg ﬂmds
unless the Dmswn expressly approves off-sxte d1sposa1 LTI S T

- ..-90. Mr Anderson tesuﬁed that the work group d1d not achieve consensus on - - =
- subsectlon E because some members advocated prohibiting on-site disposal in all cases. At.

~ the hearmg landowner witnesses and commentors proposed proh1b1tmg on-51te burial and

' expressed concern that buried contaminants ‘would rise to the surface and contaminate soils.

* Both independent witness, Dr. Neeper, and NMOGA/IPANM witness, Randall Hicks, -
.test1ﬁed that soil contamination was a possibility if there were salts in the buned material.

_ 91 . The Comm1ss1on concludes that

a. proposed subsection E addresses concernis about potential surface
pollution. from burial of drilling fluids and drill cuttings by (1) establishing. a
: performance standard. for disposal of these materials that- encompasses protection of

R v,'pubhc health and the environment and is not limited, as is present Rule: 105, to i

~ protection of surface and subsurface water, and (2) requiring division approval for the
operator's proposed method of disposal for each specific location, in lieu of rmumng
~ on-site burial in other than exceptional cases, as the present rule does, C o

b proposed subsectlon E, apparently madvertently, is 11m1ted to d1sposa1 :
- of those substances "contained in any pit or below-grade tank"; whereas present Rule
105 is not so limited; and '

c. proposed subsection E should be adopted deleting the inad\}ertently
added language and with clarified wording in the form set forth in Exhibit C hereto.

Subsection F: Pit Closure
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' 92.  Subsection F of the proposed rule prescribes procedures for pit closure,
bas1ca11y requiring that pits be filled and leveled ‘and a closure report ﬁled wrth the division,
within six months after cessation of use. - _ :

, 93. - Order 3221-C, applicable in the southeast, requires closure and leveling of
~ lined pits permltted pursuant to that order "as.soon as practicable after termination of use." -

Rule 202 requires that when a well is plugged and abandoned, all pits be filled and the
location leveled within one year Otherwise, subsectlon F of the proposed rule is new.

94,  Mr. Anderson testrﬁed t_hat the work group did not achieve consensus on B
subsection F. S e o .

95. NMOGA/IPANM submrtted an alternatlve proposal regardmg closure, which
-would require closure reports only for unlmed pltS or hned plts where there is ewdence of
soil contamination. - :

9. In support of thrs proposal, Mr. Kantner testified that, in his expenence when.
a pit liner is removed it is very apparent if there has been soil contamination. However, he
conceded in response to cross-exammatlon that liner removal eould be dlfﬁcult ' :

'97. NMOGA/IPANM further recommended that the surface restoration provrsrons o
of proposed paragraph F.2 be changed to read "to prevent extended ponding of rainwater,"
instead of "to prevent ponding of rairnwater." "In support of this proposal, Mr. Kantner

. testified that, aﬁer substantral rams forma’aon of some small ponds would be praetlcally S
L mev1tab1e . '

o 98, In response to a question about the vagueness of the reqmrement that a o
. detailed closure plan be filed "in appropriate cases," Mr. Anderson testified that 1t was the -
o .D1v1s10n s’ mtennon that a closure plan be requlred lf the perrmt so reqmred - .

; 9.9; The D1v1510n in post—heanng comments, spec1ﬁcally opposed the
recommendation that closure reports and soil samples be required only where there is

evidence of contamination, and offered a counter suggestion that the requnement apply .
- unless the operator demonstrated that there was not soil contammatlon T

: 100. - Landowner and ranchmg association witnesses and commentors expressed

significant concerns about the manner in which pits were closed, particularly with regard to -
liner disposal. Most of these witnesses and commentors recommended prohibition of on-site
burial of pit liners and pit contents at the time of closure.

101. Mr. Sandoval recommended "that the closure - provisions make specific
reference to WQCC water quality standards

102. The Commission concludes that:
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~a. because of the variety of sifuations that pit closures may present the
Division should have the flexibility to determine specific closure requirements on a

~ case-by-case basis through the promulgatlon and apphcatlon of mterpreuve
gmdehnes, - .

.b. - since the D1v1s10n mdlcated that "appropnate cases" for requu-mg a ,v
; deta11ed closure plan would be 1dent1ﬁed in the perm1t the rule should be modified to

state th1s mtentlon,

c. - express reference to WQCC standards is not necessary in subsectlon F

since the rule as a whole clearly reflects adoption of WQCC water quahty standards

S the standard for protectlon of fresh water; and

: d. . accordingly, subsectlon F should be adopted changmg "m appropnate
cases" to "as a condition of a perrmt“ and wrth clarified wordmg, as set forth in
- Exhibit C hereto -

}' Subsectlon G: Exemntmns Addltlonal Condltlons

o 103. Subsectron G of the proposed rule authonzes the D1v1510n to 1mpose. .
" additional” condmons on pit permits and to grant exceptions to requirements, of the rule in

‘ partlcular cases. It also prescnbes procedures for grantmg of exceptlons ThlS subsect10n is
new. - _ :

G.1 and G. 2 authorizing additional conditions and exceptions, but that consensus was not

-achieved on the procedural provisions of subsection G.3, particularly the requirement that the - -
. applicant for an exceptlon must not1fy the surface owner and such other persons as. the;
o ’D1v151on may dlrect A R NI

| 105 At the hearmg and in wntten comments, NMOGA/]PANM opposed the. -

* provision. authonzmg the Division to require notice of exception applications to persons ofher

o than the surface owner. Mr. Sandoval recommended a broader specific notice requlrcment,
including surface owners; mineral owners and cities within a two-mile rad1us T

106.  Jennifer Goldman of the Oil and Gas AcCountability Project, objected that the -

proposed rule did not clearly place the burden of proof on an operator. seekmg an excepnon
_ to show that a requested exception met the standard. - . .

107; _ The Commission concludes that:

a.  subsection G.2 should be re-worded to make clear that an operator
requesting an exception would have the burden to demonstrate in the administrative
or hearing record that the requested exception would meet the prescribed standard;

1'04 Mr. Anderson testlﬁed that the work group consensus supported subsectrons v
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b. - in partlcular cucumstances ‘where an exceptlon is likely to have off-
premises effects, such as an exception for a pit in a municipality or on a small tract,
notification of persons other than the surface owner at the pit location might be
appropriate, and the Division should have the flexibility to require notice to add1t10naI

y persons or publlc agencies that m1ght be affected; _ '

} ..c. : however because comphance w1th notice requlrements may be
' burdensome and' costly, notice to persons other than the landowner at the specific s1te
should only be requlred in those cases where such persons are likely to be affected '

d. the D1v151ons authonty to revoke a previously granted exception
should be governed by a standard stated in the rule, which should be that the standard
which authorized the exception (i.e., protection of ﬁesh water, pubhc heath and the‘ .

~ environment), was no longer met, and S

e. .. subsection G should be adopted as proposed with the rev1s1ons
necessary to specify the burden of proof for exception apphcauons and the standard
- for exception revocation and with clarifying changes, as shown in Exhibit C hereto.

108. As a general comment on the proposed rule, Mr. Sandoval recommended that
provisions be added requiring notice to the surface owner of vanous actions other than a
request for exceptlon, mcludmg permit apphcatrons and closure _ :

109. The Commission concludes, however, that such notice is not necessary since »
these are routine actions where the operator is required to comply with standards set forth in
‘ the rule. ‘

Fmal Conclus1ons E

L 110. . The Commlssmn has concluded that the rules and orders. 1dent1ﬁed in ﬁndmg . -
paragraph 3 above should" be repedled as recommended, and that Rules 313 and 7

[19.155.313 NMAC and 19.15.1.7 NMAC] should be amended to read ss s shown in Exl;lblts B

A and B hereto, respectively. - _
111. The Comm1ss1on has further concluded that a new rule, to be codified as .

19.15.2.53 NMAC, or otherwise if necessary to meet requirements of the Commission of

Pubhc Records, should be adopted in the form attached hereto as EXhlblt C. '

IT IS THEREFORE ORDERED:

1. A new rule of the Oil Conservation Division, to be codified at 19.15.2.53
- NMAC (or elsewhere if necessary to meet requirements of the Commission of Public
Records), copy attached as Exhibit C, is hereby adopted, effective as of the date of its
publication in the New Mexico Register.
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72, Rules 313 and 7 [19 15 5 313 NMAC and 19. 15 1.7 NMAC] should be
amended to read as shown in Exhibits A and B hereto, effective: upon the effectlve date of the

new rule,

' 3.‘ " ‘Rules 18 [19 15.1.18 NMAC] and 105 [19 18.3.105] ofthe Oil Conservatlon‘
' .D1v1s1on are hereby repealed, effective upon the effective date of the new rule '

_ 4. . Orders R-3221, R—3221 -A, R-3221-B, R-3221-B-1, R-3221-C, R-3221-D, R~
7940, R-7940-A and R-7940-C, are hereby rescinded, and the portions of those orders
“¢odified as 19.15.2.1 through 19. 15.2. 15 NMAC are hereby. repealed effectlve upon the
effective date of the new rule. _ '

o 5. - Staff of the Oil Conservation Division is - instructed to secure prompt
E ’:pubhcatmn of the referenced rules, amendments and repeals in the New Mex1co Register.

6; ‘ Jurisdiction of this matter 1s retam_ed for entry of such further orders as may be
necessary‘ ‘ o : C o

| ‘_ DONE at Santa Fe, New Mex1co, on the day and year heremabove demgnated

STATE OF NEW. MEXICO
 SGONSERVATION COMMISSION

" ROBERT LEE, 4| > ER

SEAL
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- EXHIBIT A to Order No. R—12011-B _

. 19.155.313  EMULSION, BASIC SEDIMENTS AND TANK BOTTOMS

,  Wells producing oil shall be operated in such a. , manner as will reduce as much as practicable the -
formatlon of emulsion and basic sediments. - These substances and tank bottoms shall not be allowed to pollutev :
fresh waters or cause surface damage T4ank botioms ernoved-to-sut nits-the-pits-shall-befer and

[1-1-50...2-1-96; 19.15.5.313 NMAC - Rn, 19 NMAC 15.E.313, 5-15-00]




- EXHIBIT B to Order No. R-12011-B

19.15.1.7 DEFINITIONS
A. Definitions Beginning with the Letter “A”:
. (1) Abate or Abatement shall mean the. mvesugauon, containment, removal or other mmgauon '
- . of water pollution.
: (2) Abatement Plan shall mean a description of any operational, monitoring, conungency and
closure requirements and conditions for the prevention, investigation and abatement of water pollution.
o (3) Adjoining Spacing Units are those existing or prospective spacing units in the same pool(s)
that are touching at a point or line the spacing unit that is the subject of the application.
(4) Adjusted Allowable shall mean the allowable production a well or proration umt recelves i
after all adjustments are made.
(5) ~Allocated Pool is one in which the total oil or natural gas productmn is restncted and
 allocated to various wells therein in accordance with proration schedules. . - -
o (6) Allowable Production shall mean that number of barrels of oil or standard cublc feet of
natural gas authorized by the Division to be produced from an allocated pool. " ..
S (7)__Alluvium shall mean detrital material that has been transported by water or other erogional
forces and deposned at points a]onz the ﬂood nlam of a watercourse. It tvmca]lv is composed of sands. silts,
fresh U

(—7—){_) Aquer shall mean a geologmal formation, group of formattons, ora patt ofa fommtxon

-' -that is capable of yielding a significant amount of water to a well or spring.

B. = Definitions Beginning with the Letter “B”: ' ' :
- (1) Back Allowable shall mean the authonzatlon for producuon of any shortage or
underproduction resultmg from pipeline proration.-
(2) Background shall mean, for purposes of ground-water abatement plans only, the amount of
‘ ground-water contaminants naturally occurring from undisturbed geologic sources or water contaminants
-occurring from a source other than the responsible person's facility. This definition shall not prevent the
Director from requiring abatement of commingled plumes of pollution, shall not prevent responsible persons.
from seeking contribution or other legal or equitable relief from other persons, and shall not preclude the.
Director from exercising enforcement authority under any applicable statute, regulation or common law.
(3) - Barrel shall mean 42 United States Gallons measured at 60 degrees Fahrenhe1t and
atmosphenc pressure at the sea level.
(4) Barrel Of Oil shall mean 42 Umted Smtes Gallons of oil, after deductions for the full amiount
of basic sediment, water and other impurities present, ascertamed by centrifugal or other recognized and.

customary test. -
(5) _Below-grade Tank shall mean a vessel, excluding sumps and m'essunzed pipeline drip traps, ™ -

| where any portion of the sidewalls of the tank is below the surface of the ground and not visible. -

o .~ (6) ~ Bermshall mean an embankment or ridge. constructed for the purpose of Drevenmm the

.- movement of liquids, sludge, solids. or other materials. .

‘ ~ (X7) Bottom Hole Or Subsurface Pressure shall mean the gauge pressure in pounds per square :
inch under conditions existing at or near the producing horizon.

(6)8) Bradenhead Gas Well shall mean any well producmg gas through wellhead connectlons o
from a gas reservoir which has been successfully cased off from an underlying oil or gas reservoit. :

C. Definitions Beginning with the Letter “C*:

(1) . Carbon Dioxide Gas shall mean noncombustible gas composed chleﬂy of carbon dioxide -
occurring naturally in underground rocks. '

: (2) Casinghead Gas shall mean any gas or vapor or both gas and vapor mdlgenous to and
produced from a pool classified as an oil pool by the DlVlSlOIL This also includes gas-cap gas produced from
such an oil pool.

(3) Commission shall mean the Oil Conservation Commission.

(4) Common Purchaser For Natural Gas shall mean any person now or hereafter engaged in
purchasing from one or more producers gas produced from gas wells within each common source of supply
from which it purchases.

: (5) Common Purchaser For Oil shall mean every person now engaged or hereafter engaging in
the business of purchasing oil to be transported through pipelines. :

(6) Common Source Of Supply. See Pool. :

(7) Condensate shall mean the h@vered at the surface that results from condensation due




to reduced pressure or temperature of petroleum hydrocarbons emstmg in a gaseous phase in the reservoir.

(8) Contiguous shall mean acreage joined by more than one common point, that is, the common - -

boundary must be at least one side of a governmental quarter—quarter section.
(9) . Conventional Completion shall mean a well completion in which the producuon strmg of
casing has an outside diameter in excess of 2.875 inches.

(10) Correlative Rights shall mean the opportunity afforded, as far as it is practicable to do so, to -

the owner of each property in a pool to produce without waste his just and equitable share of the oil or gas, or
both, in the pool, being an amount, so far as can be practically determined, and so far as can be practrcably

obtained without waste, substantially in the proportion that the quantlty of recoverable oil or gas, or both, under :
". such property bears to the total recoverable oil or gas, or-both, in the pool, and for such pu.rpose to use his Just o

and equrtable share of the reservoir energy.
(11) 'Cubic Feet Of Gas Or Standard Cubic Foot Of Gas, for the purpose of these rules, shall

mean that volume of gas contained in one cubic foot of space and computed at a base pressure of 10 ounces per '

square inch above the average barometric pressure of 14.4 pounds per square inch (15 025 ps1a) ata standard
base temperature of 60-degrees Fahrenheit. , .
. 'D.- - Definitions Beginning with the Letter “D

the surface.. . _ . o
(2) Depth Bracket Allowable shall mean the basic oil allowable assigned to a pool and based on
its depth, unit size, or special pool rules, which, when multiplied by the market demand percentage factor in
effect, will determine the top unit allowable for the pool. o
(3) Director shall mean the Director of the Qil Conservation Division of the New Mexmo '
Energy, Minerals and Natural Resources Department.

(4)  Division shall mean the Oil Conservation Dlvrsron of the New Mexmo Energy, Mmerals and

. Natural Resources Department.
E. - Definitions Beginning with the Letter “E™:

(1) Exempted Aquifer shall mean an aquifer that does not currently serve asa source of dnnkmg a

water, and which cannot now and will not in the foreseeable future serve as a source of drinking water because:
is hydrocarbon producing; ,
: (a) itis hydrocarbon producmg,
(b) itis situated at a depth or location which makes the Iecovery of water for dnnkmg
water purposes economrcally or technologically impractical; or, ‘
(c) itis so contaminated that it would be economically or technologrcally mpracucal to
render that water fit for human consumption. )
(2) Existing Spacing Unit is a spacing unit containing a producmg well
F. Definitions Beginning with the Letter “F”; :
(1) Facility shall mean any structure, installation, operatlon, storage tank, transmission lme,
- access road, motor vehicle, rolling stock, or activity of any kind, whether statiopary or mobile. - -

(2) Field means the general area which is-underlaid or appears to be underlaid by at least one. o

.pool and field also includes the underground reservoir or reservoirs containing such crude petroleum oilor. -
natural gas, or both. The words field and pool mean the same thing when only one underground réservoir is
involved; however, field unlike pool may relate to two or more pools

(3) Fresh Water (to be protected) includes the water in lakes and playas, the surface waters of aH
streams regardless of the quality of the water within any given reach, and all underground waters containing
10,000 mllhgrams per liter (mg/1) or less of total dissolved solids (TDS) except for which, after riotice and ".
hearing, it is found there is no present or reasonably foreseeable beneficial use which would be impaired by
contamination of such waters. The water in lakes and playas shall be protected from contamination even though
it may contain more than 10,000 mg/1 of TDS unless it can be shown that hydrologxcally connected fresh
ground water will not be adversely affected. ,

G. Definitions Beginning with the Letter “G™: o

(1) Gas Lift shall mean any method of lifting liquid to the surface by injécting gas into 2 well
from which oil production is obtained.

(2) Gas-Oil Ratio shall mean the ra’uo of the casinghead gas produced in standard cubrc feet to
the number of barrels of oil concurrently prodiiced during any stated period.

(3) Gas-Oil Ratio Adjustment shall mean the reduction in allowable of a high gas 011 ratio unit to
conform w1th the production permitted by the limiting gas-oil ratio for the particular pool during a particular
proration period. (

(4) Gas Transportation Facility shall mean a pipeline in operation serving gas wells for the

transportation of natural gas, or some other device or equipment in like operation whereby natural gas produced

N

(1) - Deep Pool shall mean a common source of supply which is situated 5000 feet or more below o



from gas wells connected therewith can be uansported or used for consumption,
(5) Gas Well shall mean a well producing gas or natural gas from a gas pool, or a well with a
gas-oil ratio in excess of 100,000 cubic feet of gas per barrel of oil producing from an oil pool.
(6) Ground Water shall mean interstitial water which occurs in saturated earth material and
which is capable of entering a well in sufficient amounts to be utilized as a water supply. :
(7) __Grouridwater Sensitive Area shall mean an area ﬂe@;ﬂw@m&m@m
~  after evaluation of technical evidence where groundwater exists that would hkelv exceed. Water Oualrtv Control
- Commxssron standards if contaminants were introduced into the environment. -
‘ H.: - Definitions Beginning with the Letter “H™ - - . ' ‘
. (1) . Hazard To Public Health exists when water whrch is used or is reasonably expected to be '
‘ used in the future as a human drinking water supply exceeds at the time and place of such use, one or more of
the numerical standards of 20 NMAC 6.2.3103.4, or the naturally occurring concentrations, whichever is ;
" higher, or if any toxic pollutant as defined at 20 NMAC 6.2.1101 affecting human health is present in the water,
~ In determining whether a release would cause a hazard to public health to exist, the’ Director shall investigate
- and consider the purification and dilution reasonably expected to occur from the tlme and place of release to the
, ___trmeandplace of withdrawal for use as human drinking water.
: : (2) High Gas-Qil Ratio Proration Unit shall mean a unit with at least one producmg 011 well wrth
a gas-orl ratio in excess of the limiting gas-oil ratio for the pool in which the unit is located. _

In- . Definitions Beginning with the Lettet “T:
( 1) Illegal Gas shail mean natural gas produced from a gas well in excess of the allowable '
. determined by the Division.

2 megal Qil shall mean crude petroleum oil produced in excess of the allowable as ﬁxed by the
Division. '
(3) Tllegal Product shall mean any product of 1llegal gas or rllegal oil.” A )
‘ _ (4) Inactive Well shall be a well which is not being utilized for beneﬁcral purposes such as
, productlon, injection or monitoring and which is not being drilled, completed, reparred or worked over.
o ' (5) Injection Or Input Well shall mean any well used for the m_]ectzon of air, gas, water, or other _
ﬂmds into any underground. stratum. S
J. . Reserved.
‘K. Reserved. .
© ‘L. - Definitions Beginning with the Letter “L”
. (1) Limiting Gas-Oil Ratio shall mean the gas-oil ratio- assrgned by the Division to a partrcular
'011 pool to limit the volumes of casinghead gas: ‘which may be produced from the various oil producing units
wrthm that particular pool. . '
‘ © (2) LoadOQilis any oilor hqurd hydrocarbon which has been used in reme&td operatron in any
oil or gas well. '
(3) LogOr Well Log shall meana systemauc detarled and correct record of formatrons
, ’-encountered in the drilling of a well. . - - R L .
o . M. ... Definitions Beginning. wrth the Letter “M”

ay Marginal Unit shall mean a: proratxon unit whrch is mcapable of producrng top umt allowable Dol

“for the pool in-which its located.
' ' 2):  Market Demand Percentage Factor shall mean that percentage factor of 100 percent or less as

 determined by the Division at an oil allowable hearing, which, when multrphed by the depth bracket allowable o

apphcable to each pool, will- determine the top unit allowable for that pool. . : S

.(3)° Mineral Estate is the most complete ownership of oil and gas recogmzed in law and mcludes o
all the mineral interests and all the royalty interests.

(4) Mineral Interest Owners are owners of an interest in the executrye nghts which are the rights

~'to explore and develop, including oil and gas lessees (1 e., “workmg interest owners”) and mineral mterest
owners who have not signed an oil and gas lease. :
' (5) Minimum Allowable shall mean the minimum amount of productron ﬁ'om an 011 or gas well
- which may be advisable from time to time to the end that production will repay reasonable lifting cost and thus -
prevent premature abandonment and resulting waste: .

(6) Multiple Completion (Combination) shall mean a zmrltrple completion in which two or more
common sources of supply are produced through a combination of two or more conventional diameter casing
strings cemented in a common well-bore, or a combination of small diameter and conventional diameter casing
strings cemented in a common well-bore, the conventional diameter strings of which might or might not be a
Multiple Completion (Conventional).

(7) Muttiple Completion (Conventional) shall mean a completion in which two or more common
sources of supply are produced through one or more strings of tubing installed within a single casing string,



with the production from each common source of supply completely segregated by means of packers.
(8) Multiple Completion (Tubingless) shall mean completion in which two or more common .
sources of supply are produced through an equal number of casing strings cemented in a common well-bore,

each such string of casing having an outside diameter of 2.875 inches or less, with the producuon from each

common source of supply completely segregated by use of cement.
N. Definitions Beginning with the Letter “N™:

(1) Natural Gas Or Gas shall mean any combustible vapor composed chleﬂy of hydrocarbons
occurring naturally in a pool classified by the Division as a gas pool. :
v . (2) Non-Aqueous Phase Liquid shall mean an interstitial body of hqurd 011, petroleum product, .
E petrochemlcal, or organic solvent, including an emulsion containing such material.. ,

' 3 Non-Margmal Unit shall mean a proration unit which is capable of producing top unit -
' _allowable for the pool in which it is located, and to which has been assigned a top unit allowable
0. Definitions Beginning with the Letter “O”: SO
' @)(1) Official Gas-Oil Ratio Test shall mean the periodic gas-oﬂ ratio test made by order of the -
Drvrsron by such method and means and in such manner as prescribed by the Division. - - ,
6)2) Oil, Crude Oil, Or Crude Petroleurn Oil shall mean any petroleum hydrocarbon produced N
from a well in the liquid phase and which existed in a liquid phase in the reservoir.. - '
(6)(3) Oil Field Wastes shall mean those wastes produced in conjunction w1th the exploratron, [
production, refining, processmg and transportation of crude-oil and/or natural gas and commonly collected at - -
field storage, processmg, disposal, or service facxhtres, and waste collected at gas processmg plants refineries. "
‘ and other processing or transportation facilities... . .~ e
. E3{(4) Oil Well shall mean any well capable of producmg oil and whrch isnota gas well as - - l »
deﬁned herein. - ‘
- )5 Operator shall mean any person er—persens—who, duly authonzed, isin charge of the -
development of a lease or the operation of a producmg property, or who is in charge of the operatron or
management of a facility.
. “(9X6) Overage Or Overproductron shall mean the amount of oil or the amount of natural gas
A produced dunng a proration period in excess of the amount authorized on the proration schedule. S
‘@0)(7) Owner means the person who has the right to drill into and to produce from any pool, and [
to-appropriate the production either for himself or for himself and another. : - .
P. Definitions Beginning with the Letier “P: ' SRR
(1) ~ Penalized Unit shall mean a proration.unit to which; because of an excessive gas—o11 ratlo,
allowable has been assigned which is less than top umt allowable for the pool in whrch it is located and also less
'than the abrhty of the well(s) on the unit to produce, .
(2) - Person shall'mean an individual or any’ other entity. mclud.mg partnershrps, corporatron,
associations, responsible business or association agents or officers, the state or a political subdivision of the
- state or any agency, department or mstrumentahty of the Umted States and any of its ofﬁcers, agents or

employees
L : (3) _ Pit shall mean any surface or sub-surface gpoundment, man- made or natural depression, or - |
o d.lked area on the surface Excluded from thrs deﬁmtron are berms constructed around tanks or other. facrhtres :

- 4 Plava Lak ___g,_s_hall meari a level or nearly level area that occumes the lowest Dart of g TR X
completely closed basin and that is covered with water at rrregglar intervals, forming a temporary lake. - . % |
- 6}5) Pool means any underground reservoir containing a common accumulation of crude * . | .
petroleum oil or natural gas or both. Each zone of a general structure, which zone is completely separated from .
any other zone in the structure, is covered by the word "pool" as used herein. "Pool" is synonymous w1th :
"common source of supply” and with "common reservoir." - S
)(6) Potential shall mean the properly determmed capacrty of a well to produce 011 orgas,or - |
both, under conditions prescribed by the Division. o
¢)7)  Pressure Maintenance shall mean the mJectron of gas or other ﬂu1d into a reservoir, either |
to maintain the existing pressuie in such reservoir or to retard the natural decline in the reservoir pressure.
€6)(8) Produced Water shall mean those waters produced in conjunction with the production of |
crude oil and/or natural gas and commonly collected at field storage, processing, or disposal facilities including
but not limited to: lease tanks, commingled tank batteries, bum prts LACT units, and community or lease salt
water disposal systems and which may be collected at gas processing plants, plpelme dnps and other processing
" or transportation facilities.
' €5(9) Producer shall mean the owner of a well or wells capable of producing oil or natural gas or - |
both in paying quantities. :
8)(10)  Product means any commodity or thing made or manufactured from crude petroleumoil | -




or natural gas, and all derivatives of crude petroleum oil or natural gas, including refined crude oil, crude tops,
topped crude, processed crude petroleum, residue from crude petroleum, cracking stock, uncracked fuel oil,
treated crude oil, fiiel oil, residuum, gas oil, naphtha, distillate, gasoline, kerosene, benzene, wash oil, -
Iubricating oil, and blends or mixtures of crude petroleum oil or natural gas or any derivative thereof.
: €@)(11) Proration Day shall consist of 24 congecutive hours which shall begin at 7 a.m. and end
. at 7 a.m. on the following day. The language i in this paragraph is dxﬁ'erent than that which was filed 02- 28—97
(effective
(-L(-))(_I_Z_l Proration Month shall mean the calendar month which shall begm at 7 am. on the ﬁxst [
‘ day of such month and end at 7 a.m. on the first day of the next succeeding month.

&3y Prorauon Period shall mean for oil the proration month and for gas the twelve-month v I .

period which shall begin at 7 a.m. on January 1 of each year and end at 7 a:m. on January 1 of the succeedmg
year or other period designated by general or specxal order of the Division.

€12)(14) Proration Schedule shall mean the order of the Division ¢ authonzmg the producnon, Nt -

* purchase, and transportation of oil, casinghead gas,- and natural gas from the vanous units of 011 or of natural gas -
‘in allocated pools. :
' €&3)(15) Proration Unit is the area in a pool that can be effectively and eﬂic:lently dramed by one |
: well as determined by the Division or Commission (See NMSA. 1978 Section 70-2-17.B) as well as the area
assigned to an individual well for the purposes of allocatmg allowable productlon pursuant to a prorationing
.. order for the pool.” A proration unit will be the same size and shape as a spacing unit. All proranon units are .
’ 'spacmg units but not all spacing units are proration units.

' producmg well.
Q. Reserved. -
R. - Definitions Beginning with the Letter “R”:
(1) Recomplete shall mean the subsequent completion ofawellina dxft'erent pool from the' pool
in which it was originally completed. o
(2)  Regulated Naturally Occumng Radioactive Material (Regulated NORM) shall mean
" naturally occurring radioactive material (NORM) contained in any oil-field soils, equipment, sludges orany
other materials related to oil-field operations or processes exceed.mg the radxauon levels: spec1ﬁed in 20 NMAC .
3.1., Section 1403.

: " (3) Release shall mean all breaks, leaks spills, releases, fires or blowouts mvolvmg crude oil,
produced water, condensate, drilling fluids, completion fluids or other chemical or. contammant or mixture
thereof, mcludmg oil field wastes and natural gases to the environment. B}

(4) Remediation Plan shall mean a written description of a program to address unauthonzed
releases. The plan may include appropriate information, including assessment data, health risk demonstrations,

and corrective action(s). The plan may also include an alternative proposmg no action beyond the submittal of a

sp111 report. - -
) Responsxble Person shall mean the owner or operator who must complete Dmsmn approved
corrective action for pollution from releases.. . -
L - (6). Royalty Interest Owners are owners of an mterest in the non-execunve nghts mcludmg
' lessors, royalty interest owners and overriding royalty interest owners Royalty mterests are non-cost beanng
- S. . Definitions Beginning with the Letter “S™:

(1) "~ Secondary Recovery shall mean a method of recovenng quantities of oil or gas ﬁ'om a

[

réseﬁon wluch  quantities would not be recoverable by ordinary primary depletion' methods. - - -~ ‘ EERE

(2) - Shallow Pool shall mean a pool which has a depth range from 0 to 5000 feet.

(3) . Shortage Or Underproducuon shall mean the amount of oil or the amount of natural gas-
dunng a proration period by which a given prorat:on unit failed to produce an amount equal to that authorized
in the proration schedule.

(4) Shut-In shall be the status of a productmn well or an m_]ectlon well wh.lch is temporanly
closed down, whether by closing a valve or disconnection or other physical means.

(5)  Shut-In Pressure shall mean the gauge pressure noted at the wellhead when thc wellis
completely shut in, not to be confused with bottom hole pressure.

(6) Significant Modification Of An Abatement Plan shall mean a change in the abatement
technology used excluding design and operational parameters, or relocation of 25% or more of the compliance
sampling stations, for any single medium, as designated pursuant to Subsection E, Paragraph (4), Subparagraph
(b), Subsubparagraph (iv) of Section 19.15.5.19 NMAC.

(7) Spacing Unit is the area allocated to a well under a well spacing order or rule. Under the Oil
& Gas Act, NMSA 1978, Section 70-2-12.B(10), the Commission has the power to fix spacing units without

first creating proration units. See Rutter & Wilbanks Corp. v. Oil Conservation Comm 'n, 87 NM 286 (1975).

{4)(16) Prospective Spacing Unit isa hypothetmal spacmg unit that does not yet have a ‘, [




This is the area designated on Division form C-102. -

o (8) Subsurface Water shall mean ground water and water in the vadose zone that may become
ground water or surface water in the reasonably foreseeable future or may be utilized by vegetation.

(9) - Sump shall mean any jmpermeable single wall vessel with a capacity less than 500 gallons, .

. where any portron of the sidewalls of the reservoir is below the surface of the ground and not visible which

vessel remains predominantly empty, serves asa drain or rcceptacle for spilled or leaked liguids on an .

’mtenmttent basis, and is not used to store, treat. drspose of, or evaporate products or wastes
o T. Definitions Beginning with the Letter “I™:. -

(1) Tank Bottoms shall mean that accumulation of hydrocarbon material and other substances o

_which settles naturally below crude oil in tanks and receptacles that are used in handling and storing of crude
oil, and which accumulation contains in-excess of two (2%) percent of basic sediment and water; provided, .
however, that with respect to lease production and for lease storage tanks, a tank bottom shall be limited to that
volume of the tank in which it is contained that lies below the bottom of the pipeline outlet thereto. - .-

(2) Temporary Abandonment shall be the status of a well which is inactive and bas been . -
approved for temporary abandonment in accotdance with the provrslons of these rules.
(3) Top Unit Allowable For Gas shall mean the maximum number of cubic feet-of natural gas,
for tbe prorauon period, allocated to a gas producmg unit in an allocated gas pool. :
' -(4)> *Top Unit Allowable For Oil shall mean the maximum number of barrels for oil dally for each

calendar month allocated on a proration unit basis in a pool to non-marginal units. The top unit allowable fora .

' pool shall be determined by multiplying the apphcable depth bracket allowable by the markeét demand
percentage factor in effect. . - -
(5) Treating Plant shall mhean any plant constructed for the purpose of wholly or partlally or
being used wholly or partially for reelalmmg treating, processing, or in any manner makmg tank bottoms or
any other waste oil marketable. ‘ L
(6) Tubingless Completion shall mean a well completion in whrch the productron strmg of casmg

~ has an outside diameter of 2.875 inches or less. .

U. Definitions Beginning with the Letter “U™:
" (1) Underground Source Of Drinking Water shall mean an aqm.fer w]nch supphes water for
human consumption or which contains ground water having a total drssolved sohds concentration of 10, OOO
mg/1 or less and which is not an exempted aquifer. .
, * (2): - Unit Of Proration For Gas shall consrst of such multiples of 40 acres as may be prescnbed by
special pool rules issued by the Division. -
{3) Unit Of Proration For Oil shall consist of one 40-acre tract or such multrples of 40-acre tracts :
as may be prescnbed by special pool rules issued by.the Division. :
" (4) ' Unorthodox Well Location shall mean a location which does niot conform to tbe spaclng
requirements established by the rules and regulations of the Division. .
V. Definitions Beginning with the Letter “V™: -
(1) " Vadose Zone shall mean unsaturated earth matenal below the land surface and above ground o
'water or in between bodies of ground water. ' : A :
. 'W. | Definitions Beginning with the Letter “W” _ -
(1) Waste, in addition to its ordmary meaning, shall include; =
, (a) Underground Waste as those words are generally understood in the 011 and gas
busmess, and in any event to embrace the meﬁicrent, excessive, or improper use or dissipation of the reservorr‘
_energy, mcludmg gas energy and water drive, of any pool, and the locating, spacing, drilling, equipping, . . .
operating, or producing; of any well or wells in a manner to reduce or tend to reduce the total quantity of crude -
petroleum oil or natural gas ultrmately tecovered ﬁom any pool, and the use of meﬁicrent underground storage
of natural gas.

®) Surface Waste as those words are generally understood in the oil and gas busmess, and
in any event to embrace the unnecessary or excessive surface loss or destruction without beneficial use, :
however caused, of natural gas of any type or in any form, or crude petroleum oil, or any product thereof, but -
including the loss or destruction, without beneficial use, resulting from evaporation, seepage, leakage, or fire,
especially such loss or destruction incident to or resulting from the manner of spacing, equipping, operating or -
producing a well or wells, or incident to or resulting from the use of inefficient storage or from the production
of crude petroleum oil or natural gas, in excess of the reasonable market demand.

(c) -The production of crude petroleum oil in this state in excess of the reasonable market
demand for such crude petroleum oil. Such excess production causes or results in waste which is prohibited by
the Oil and Gas Act. The words "reasonable market demand" as used herein with respect to crude petroleum oil,
shall be construed to mean the demand for such crude petroleum oil, for reasonable current requirements for
current consumption and use within or outside of the state, together with the demand of such amounts as are



, reasonably necessary for buﬂdmg up or mamtammg reasonable storage reserves of crude petroleum oil or the -
products thereof, or both such crude petroleum oil and products. :

. ~ (d) - The non-ratable purchase or taking of crude petroleum oil in tlus state. Such non-

, ratable taking and purchasing causes or resulfs in waste, as defined in paragraphs (a), (b); and (¢) of tlns
definition and causes waste by violating Section 70-2-16 of the Oil and Gas Act.

(¢) The production in this state of natural gas from any gas well or wells, or from any gas
pool, in excess of the reasonable market demand from such source for natural gas of the type produced or in
excess of the capacity of gas transportation facilities for such type of natural gas. The words "reasonable market

" demand,” as used herein with respect to natural gas, shall be construed to mean the demand for natural gas for
reasonable current reqmrements, for current consumption and for use within or outside the state, together with -
the demand for such amounts as are necessary for building up or mamtammg reasonable storage reserves of
~ natural gas or products thereof, or both such natural gas and products. '
€(2) - Water shall mean al] water mcludmg water situated wholly or partly w:thm or botdenng

- .upon the state, whether surface or subsurface, public or pnvate except private waters that do not combine thh o

: .- other surface or subsurface water.
' )3) Water Contaminant shall mean any substance that eould alter if released or spllled the
physxcal, chemical, biological or radiological qualities of water. "Water contaminant" does not mean source R

o speclal nuclear or by-product material as defined by the Atomic Energy Act of 1954,
3(4) . “Watercourse shall mean any lake bed; or gully, draw, stream bed, wash, arroyo, or natu.ral

or human-made channel through which water flows or has flowed. .

é4)(5) Water Pollution shall mean miroducmg or permitting the mtroductxon into water, either
directly or indirectly, of one or more water contaminants in such quantity and of such duration as may with.
. reasonable probability injure human health, animal or plant life or property, or to unreasonably mterfere with
- the public welfare or the use of property.

(5)(6) Well Blowout shall mean a loss of control over and subsequent eruptmn of any dnllmg or |7

workover well or the rupture of the casing, casinghead, or wellhead or any oil or gas well or injection or
- disposal well, whether active or mactwe, accompamed by the sudden emxssmn of fluids, gaseous or hqmds
from the well.

domestic or stock watering purposes or within1000 horizontal feet of any other fresh water

. well or spring, Wellhead protection areas shall not include areas around water wells drilled . .
. afier.an ex1stmg 011 or natural gas waste storage, treatment, or d1sp_osa1 s1te was estabhshed -

( 8) Wetlands shall mean those areas that ate mundated or saturated by surface or gl_'oundwater

- . yegetation mlcallx adapted for life in samr_a_,ted soil conditions in New Mexxco Co structed wetl ds used fo R
- wastewater treatment purposes are not included in this deﬁgtxon. ' .

6)9) Working Interest Owners are the owners of the operatmg mterest undet an 011 and gas
lease ‘who have the exclusive right to exploit the oil & gas minerals. Working interests are cost bearing.”

. [1-5-50...2-1-96; A, 7-15-96; Rn, 19NMAC 15 A7 lxhrough784 3 15-97; A,7-15—99 19. 15.1. 7NMAC~ 5

Y

Rn, 9NMAC 1547, 5-15:01] _ R , :

- () Wellhead Protection Area shall mean the area within 200 honzontal feet of |
- anyprivate, domestic fresh water well or spring used by less than five households for .




EXHIBIT C to Order No. R-12011-B

19. 15 2 . Pits and Below-Grade Tanks

A. Permrt Required. Discharge into, or construction of, any p1t or below-grade tank is prohlbrted
- absent possession of a permit issued by the division, unless otherwise herein provided or unless the
.. division grants an exemption pursuant to Subsection G of 19.15.2.53 NMAC. Facilities permitted by
the division pursuant to Section 711 of 19 15.9 NMAC or Water Quahty Control Comrmssron »
regulauons are exempt from Sectxon 53 of 19. 152 NMAC , _ o

B. Application.
1. Where.Filed'Aj;)plication Form -

(a) - Downstream Faclhtles An operator shall apply to the division’s
" environmental bureau for a permit to construct or use a pit or below-grade tank at a downstream
facility such as a refinery, gas plant, compressor station, brine facility, service company, or surface
waste management facility that is not permitted pursuant to Section 711 of 19.15.9 NMAC or Water -
Quality Control Commission regulatrons The operator shall use a Form C-144, Applicationto =
Discharge Into A Pit or Below-Grade Tank. The operator may submit the form separately orasan
~ attachment to an application for a discharge permit, best management practlces perm1t, surface waste
'management facility permit, or other penmt . o ‘

(b) Dnllmg or Productlon ‘An operator shall apply to the appropnate district S
ofﬁce for a permit for use of a pit or below-grade tank in drilling, production, or operations not =
otherwise identified in Subparagraph (a) of 19.15.2.53.B.1 NMAC. The operator shall apply for the -
permit on the Application for Permit to Drill (form C-101) or on the Sundry- Notices and Reports on.
‘Wells (form C- 103), or electromcally as otherwise provided in this Chapter. Approval of such form -

. constitutes a permit for all pits and below-grade tanks annotated on the form. A separate form C-144
is: not required. A o , o , -

2. General Pemﬁt Iﬂdﬁddﬁal Perrmt An operator may apply for a bernut tousean
.. individual pit or below-grade ta.nk, or may apply for a general permit apphcable toa class of hke
T facrhues o

- _3, : WhenFrled

o (a) New P1ts or New Below-Grade Tanks. After Apnl 15 2004 operators shall
. obtam a penmt before constructmg a p1t or below-grade tank.

(b) Exrstmg Pits or Below-Grade Tanks For each pitor below-grade tank in
existence on April 15, 2004 that has not received an exemption after hearing as allowed by OCC
Order R-3221 through R-3221D inclusive, the operator shall submit a notice not later than April 15,
2004 indicating either that use of the pit or below-grade tank will continue or that such pit or below -

grade tank will be closed. If use of a pit or below-grade tank is to be discontinued, drscharge into the
pit or use of the below-grade tank shall cease not later than June 30, 2005. If use of a pit or below-
grade tank will continue, the operator shall file a permit application not later than September 30,
2004. If an operator files a timely, administratively complete application for continued use, use of
the pit or below-grade tank may continue until the division acts upon the permit application.

C. Design, Construction, and Operational Standards.



1. InGeneral. Pits, sumps and below-grade tanks shall be designed, constructed and
- operated so as to contain liquids and solids to prevent contamination of fresh water and protect public
health and the environment. . ,

2. Special Requirements for Pits.

: (a) Location. No pit shall be located in any watercourse, lakebed, sinkhole, or
playa lake. Pits adjacent to any stich watercourse or depression shall be located safely above the
- ordinary high-water mark of such watercourse or depression. No pit shall be-located in any wetland.
The division may require additional protectlve measures for pits located in groundwater sens1t1ve
areas or wellhead protection areas. .

(b) Lmers
(1) Dnllmg Plts Workover Plts Each drilling pit or workover pit shall

" contain, at a minimum, a single liner appropriate for conditions at the site. The liner shall be

- designed, constructed, and maintained so as to prevent the contamination of fresh water, and protect
_ public health and the environment. Pits used to vent or flare gas during drilling or ‘workover
‘operatlons that are des1gned to allow hqulds to dram toa separate plt do not requlre a lmer

: : (u) Dlsposal or Storage Pits. Each disposal p1t (mcludlng but not hmlted
" to, any separator pit, tank drain pit, evaporation pit, blowdown pit used in production activities,
pipeline drip pit, or production pit) and each storage pit (including any brine pit, salt water pit, fluid
"storage pit for an LPG system, or production pit) shall contain, at a minimum, a primary and a o
secondary liner appropriate to the conditions at the site. Liners shall be designed, constructed, and
- maintained so as to prevent the contammatxon of fresh water, and protect pubhc health and the o

o envnonment.

(111) Altematlve Liner Med1a The dmsmn may approve liners that are not .
constructed in accordance with division guidelines only if the operator demonstrates to the division’s
satisfaction that the alternative liner protects fresh water, pubhc health, and the envxronment as -
effectwely as those prescnbed in division guidelines. Lo , V

= : (© Leak Detection. A leak detectxon system shall be mstalled between the
f pnmary and secondary liner in each disposal or storage pit. The leak detection system shall be
designed, installed, and operated so as to prevent the contamination of fresh water, and protect pubhc

health and the environment. = The operator shall notify the division at least twenty-four hours prior to..

installation of the pnmary hner 502 division representatlve may inspect the leak detecuon system -

i .beforeltlscovered R , _ §

(d) Drilling and Workover Pits, Each dnllmg or workover pit shall be of an R
~ adequate size to assure that a supply of fluid is available and sufficient to confine oil, natural gas, or .
water within its native strata. Hydrocarbon-based drilling fluids shall be contamed in tanks made of

steel or other division-approved material.

(e) D1sposal or Storage P1ts No measurable or ws1b1e layer of oil may be
allowed to accumulate or remain anywhere on the surface of any pit. Spray evaporation systems shall
be operated such that all spray-borne suspended or dissolved solids remain within the penmeter of the
pond’s lined portion.

: (f) Fencing and Netting. All pits shall be fenced or enclosed to prevent access by
livestock, and fences shall be maintained in good repair. Active drilling or workover pits may have a
portion of the pit unfenced to facilitate operations. In issuing a permit, the division may impose
additional fencing requirements for protection of wildlife in particular areas. All tanks exceeding 16



feet in diameter, exposed pits, and ponds shall bé screened, netted, covered, or otherwise rendered
non-hazardous to migratory birds. Drilling and workover pits are exempt from the netting
requirement. Immediately after cessation of these operations such pits shall have any visible or
measurable layer of oil removed from the surface. Upon written application, the division may grantan -
- exception to screening, netting, or covering requirements upon a showing that an alternative method
will adequately protect rmgratory birds or that the tank or p1t is not hazardous to migratory blrds

' (g) Unhned Pits. -

) General Prohxbxtxon Aﬁer June 30, 2005 use of, or dlscharge into, any
unlined pit that has not been previously permitted pursuant to Section 711 of 19.15.9 NMAC or.

Water Quality Control Commission regulations is prohibited, except as otherwise provided in Section o

53 0f 19.15.2 NMAC. After April 15, 2004, construction of unlined plts is prohlblted unless
. otherwise provxded in Section 53.0f 19.15.2 NMAC. : L

(11) Unlined Pits Exempted By Previous Order. An operator of an unlmed
plt ex1st1ng on Apnl 15, 2004 for which a- previous exemption was received after hearing as allowed |
- pursuant to Commission Orders No. R-3221 through R-3221D inclusive, shall not be required to
reapply for an exemptxon pursuant to Subparagraph (g) of 19.15.2.53(C)2 NMAC provided the . e
. operator notifies the division, no later than April 15, 2004, of the existence of each unlined pitit - \
believes is exempted by order, the location of the pit, and the nature and amount of any discharge into ‘
the pit. Such order shall constitute a permit for the purpose of Subparagraph (g) of 19.15.2. 53(C)2 N

o NMAC.. The d1v1s10n may terminate any such permit in accordance with paragraph (2) of

19.15.2.53(G) NMAC. Any pit constructed after April 15,2004 shall comply with the perrmttmg, N
lining and other requirements of Section 53 of 19.15.2 NMAC, notmthstandmg any previous order

to the conu‘ary

(111) Unlmed pits. shall be allowed in the followmg areas prov1ded that the

operator has submitted, and the division has approved, an apphcatlon for permit as provided in o

- Subsection 53 of 19.15.2 NMAC, and provided that the p1t site is not located in fresh watet-beanng -
‘alluvium or in a wellhead protectton area: o _ .

- TOWNSHIP 19 SOUTH, RANGE 30 EAST, NMPM Sections 8 through 36; -
TOWNSHIP 20 SOUTH, RANGE 30 EAST, NMPM Sections 1 through 36; -~
TOWNSHIP 20 SOUTH, RANGE 31 EAST, NMPM Sections 1 through 36; . -~

 "TOWNSHIP 20 SOUTH, RANGE 32 EAST, NMPM Sections 4 through9, -

- Sections 16 through 21; and Sections 28 through 33; N

TOWNSHIP 21 SOUTH, RANGE 29 EAST, NMPM Sections 1 through 36, S

TOWNSHIP 21 SOUTH, RANGE 30 EAST, NMPM Sections 1 through 36;

TOWNSHIP 21 SOUTH, RANGE 31 EAST, NMPM Sections 1 through 36;

TOWNSHIP 22 SOUTH, RANGE 29 EAST, NMPM Sections 1 through 36;

'TOWNSHIP 22 SOUTH, RANGE 30 EAST, NMPM Sections 1 through 36;

TOWNSHIP 23 SOUTH, RANGE 29 EAST, NMPM Sections 1 through 3,

Sections 10 through 15, Sections 22 through 27, and Sections 34 through 36;
TOWNSHIP 23 SOUTH, RANGE 30 EAST NMPM Sectlons 1 through 19

that area within San Juan, Rio Arriba, Sandoval and McKinley Counties that is outs1de the valleys of
the San Juan, Animas, Rio Grande, and La Plata Rivers, which are bounded by the topograplnc lines -
on either side of the rivers that are 100 vertical feet above the river channels, measured :
perpendicularly to the river channels, andis outside those areas that lie within 50 vertical feet,
measured perpendicularly to the drainage channel, of all perennial and ephemeral creeks, canyons,
washes, arroyos, and draws, and is outside the areas between the above-named rivers and the
Highland Park Ditch, Hillside Thomas Ditch, Cunningham Ditch, Farmers Ditch, Halford



‘ Independent Ditch, Citizens Dltch or Hammond Ditch, provided that no protectable ground water is
present or if present, will not be adversely affected; or .

any area where the dlscharge into the pit. meets New Mexxco Water Quahty Control Commission -
ground water standards. .

A 3, Special Requnements for Below-grade Tanks All below—grade tanks constructed ,
_' after April 15,2004 shall be constructed with secondary containment and leak detection. The operator
. of any below-grade tank constructed prior | to April 15,2004 shall test its integrity annually and shall -

e ‘promptly repair or replace any below-gradé tank that does not demonstrate mtegnty Any such -

below-grade tank shall be eqmpped with leak detection at the tune of any major repalr

: 4., Sumps. Operators shall test the mtegnty of all sumps annually, and shall promptly
o repalr or replace any sump that does not demonstrate integrity. Sumps that can be removed f.rom their

- emplacements may be tested by visual lnspectlon Other sumps shall be tested by appropnate o

o mechamca] means. v

'D. Emergeney Actions :

D '1. Permit Not Reqmred In an emergency an operator may consu'uct a p1t w1thout a
permlt to contain fluids, sohds or wastes 1f an mmedrate danger to ﬁ'esh water, pubhc health orthe -

. env1ronment exxsts

» 2. Construction Standards A p1t constructed inan emergency shall be constructed, to
the extent possible given the emergency, in a manner that is consistent with the requirements of )
Section 53 of 19.15.2 NMAC and that prevents the contamination of fresh water, and protects pubhc _

- health and the environment.

. : 3. Notxce The operator shall notify the appropnate dlslnct office as soon as possrble '
(1f poss1ble before construction begms) of the need for eonstructlon of such a pit.. ,

: -4, Use and Duratlon The pit may be used only for the duratlon of the emergency. If
the emergency lasts more than forty-eight (48) hours, the operator must seek approval from the
- division for continued use of the pit. All fluids, solids or wastes must be removed within 24 hours

o :'after cessatron of use t.mless the dmsmn extends that t1me penod

s "Emergency Pits." Subsectwn (D) of 19 15. 2 53 NMAC shall not be construed to ‘
.allow construction or use of so-called "emergericy pits," which are pits constructed as a. precaut!onary
matter to contain a spill in the event of a release. Construction or use of any such pit shall requirea;: =

permit issued pursuant to Subsection 53 of 19.15.2 NMAC unless the pit is described in a Spill - ‘~ S

Prevention, Control and Countermeasure (SPCC) plan required by the United States Envu‘onmental
Protection Agency, all fluids are removed from the pit within 24 hours, and the operator has fileda
notice of the locatron of the pit with the division. o

E. Drilling Flulds and Drill Cuttings. Drilling fluids and drill cuttings shall either be recycled or -
be disposed of as approved by the division and in a manner to prevent the contamination of fresh
water and protect public health and the environment. The operator shall describe the proposed -
disposal method in the Application for Permit to Drill (form C 101) or the Sundry Notices and -
Reports on Wells (form C-103). ‘

F. Closure and Restoration. '

1. ’ Closure. Except as otherwise speeiﬁed in Subsection 53 of 19.15.2 NMAC, a pit or
below-grade tank shall be properly closed within six months after cessation-of use. As a condition of



a permit, the division may require the operator to file a detalled closure plan before closure may

commence. The division for good cause shown may grant a six-month extension of time to'

accomplish closure. Upon completion of closure a Closure Report (form C- 144), or Sundry Notices

and Reports on Wells (form C-103) shall be submitted to the division. Where the pit’s contents will

likely migrate and cause ground water or surface water to exceed Water Quality Control Commission

~ standards, the pit’s contents and the liner shall be removed and disposed of in a manner approved by
the division. v , 4

2. Surface Restoratmn Within one year of the completlon of closure of a pit, the
: operator shall contour the surface Where the p1t was located to prevent erosion and ponding of
rainwater.

G. Exemptions; Additional Condition‘s.
1. The division may attach additional conditions to any permit upon a finding that such
conditions are necessary to prevent the eontammatlon of fresh water, or to protect public health or -

the enwronment

: 2. The division may gfant an exemption from any requirement if the operator
demonstrates that the granting of such exemption will not endanger fresh water, public health or the

environment. The division may revoke any such exemption after notice to the operator of the pit and o = i

opportunity for a hearing if the Division determines that such action is necessary to prevent the o
contamination of fresh water, or to protect pubhc health or the enwronment : ,

3. Exemptlons may be granted administratively w1thout hearmg prowded that the
operator gives notice to the surface owner of record where the pit is to be located and to such other
persons as the division may direct and (a) written waivers are obtained from all persons to whom
notice is required, or (b) no objection is received by the division within 30 days of the time notice is.
given. If any objection is received and the director determines that the objection has technical merit
or that there is significant public interest the director shall set the apphcatlon for hearmg The ’
dlrector, however, may set any appllcatlon for hearlng :




