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This matter came on f o r hearing before the O i l 

Conservation Commission, WILLIAM J. LEMAY, Chairman, on 

Wednesday, March 19th, 1997, a t the New Mexico Energy, 

Minerals and Nat u r a l Resources Department, Po r t e r H a l l , 

2 04 0 South Pacheco, Santa Fe, New Mexico, Steven T. 

Brenner, C e r t i f i e d Court Reporter No. 7 f o r the State of 

New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:06 a.m.: 

CHAIRMAN LEMAY: We w i l l now c a l l Case Number 

11,72 0, which i s the A p p l i c a t i o n of the O i l Conservation 

D i v i s i o n t o amend Rule 103 of i t s Rules t o change, add or 

de l e t e c e r t a i n i n f o r m a t i o n on w e l l signs. 

I ' l l c a l l f o r appearances i n Case Number 11,720. 

MR. CARROLL: May i t please the Commission, my 

name i s Rand C a r r o l l , appearing on behalf of the O i l 

Conservation D i v i s i o n , and I have one witness t o be sworn. 

CHAIRMAN LEMAY: Thank you, Mr. C a r r o l l . 

Any a d d i t i o n a l appearances i n Case 11,72 0? 

I f not, w i l l t h a t witness please stand and r a i s e 

your r i g h t hand? 

(Thereupon, the witness was sworn.) 

MR. CARROLL: I'm going t o put copies of t h i s 

e x h i b i t back on the t a b l e f o r anybody who's i n t e r e s t e d . 

CHAIRMAN LEMAY: Mr. C a r r o l l , you may continue. 

FRANK CHAVEZ. 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. CARROLL: 

Q. Mr. Chavez, w i l l you please s t a t e your name and 

residence f o r the record? 

STEVEN T. BRENNER, CCR 
(505) 989-931.7 
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A. My name i s Frank Chavez, and I r e s i d e i n Aztec, 

New Mexico. 

Q. And what i s your j o b t i t l e and your 

r e s p o n s i b i l i t i e s ? 

A. I'm D i s t r i c t Supervisor of the Aztec D i s t r i c t of 

the O i l Conservation D i v i s i o n . 

Q. And do your r e s p o n s i b i l i t i e s i n c l u d e e n f o r c i n g 

what i s OCD Rule 103? 

A. Yes, i t i s . 

Q. What i s OCD Rule 103? 

A. OCD Rule 103 requ i r e s a sig n a t a w e l l s i t e , 

i d e n t i f y i n g the w e l l t h a t ' s t h e r e . 

Q. And what i n f o r m a t i o n has t o be on t h a t s i g n under 

Rule 103? 

A. Under the cu r r e n t r u l e s and r e g u l a t i o n s , the w e l l 

s i g n r e q u i r e s t h a t the w e l l be i d e n t i f i e d by a name, a w e l l 

number and l o c a t i o n and operator name and t h a t t he si g n be 

l e g i b l e a t a c e r t a i n distance from the w e l l . 

Q. And has the D i v i s i o n determined t h a t t h i s r u l e 

needs t o be changed t o r e q u i r e the a d d i t i o n or d e l e t i o n of 

i n f o r m a t i o n on t h a t sign and a change i n the l o c a t i o n ? 

A. Yes, the sig n , now, we want t o c o n t a i n a l s o the 

API number, the w e l l and the l o c a t i o n , instead of by 

qua r t e r q u a r t e r s e c t i o n , by u n i t l e t t e r as i s commonly used 

t o i d e n t i f y w e l l l o c a t i o n s i n OCD records. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. And i s the proposed amended Rule 103 incl u d e d on 

what has been marked as the f i r s t page of OCD E x h i b i t 

Number 1? 

A. Yes, i t i s . 

Q. And does the f i r s t page th e r e show the o l d r u l e 

w i t h the deleted language and the added language? 

A. Yes, i t does. The deleted language i s s t r i c k e n 

and the added language i s shown h i g h l i g h t e d . 

Q. And i s the second page of E x h i b i t Number 1, i s 

t h a t the c u r r e n t Rule 103? 

A. Yes, i t i s . 

Q. And t u r n i n g t o page 3, have you received comments 

from operators regarding our proposed amended Rule 103? 

A. Yes, I have. The wording of our proposed r u l e 

seemed a b i t ambiguous t o some operators i n c e r t a i n ways. 

For example, the language says "sign posted", and 

the word i t s e l f , "posted", was sometimes unclear. So we've 

changed t o t h a t " i n s t a l l " , the proposal be changed t o 

" i n s t a l l " . 

Also, t h e r e was some concern about changes t h a t 

might be made t o a w e l l s i g n , versus a new s i g n t h a t ' s 

i n s t a l l e d a t a w e l l . 

A common p r a c t i c e now i s , when there's an 

operator change, f o r the operator t o purchase some adhesive 

s t i c k e r s t h a t have the new operator name and j u s t put t h a t 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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over the o l d operator name on the w e l l s i g n . And t h a t i s 

not the i n s t a l l a t i o n of a new sig n , and we wouldn't expect 

the operator t o put up a brand-new si g n w i t h the API 

number, and t h a t would be acceptable i f they j u s t want t o 

place a s t i c k e r on i t , and i t would be i n compliance. 

Also, a question came up about w e l l signs a t 

d r i l l i n g l o c a t i o n s where an API number may not have been 

assigned t o the w e l l a t the time the d r i l l i n g commences and 

t h e r e f o r e i s not a v a i l a b l e t o the operator when they make 

t h e i r s i g n f o r the d r i l l i n g location.. 

And the wording which I propose t h e r e on page 3 

changes the wording t o address these issues so we would say 

t h a t "each permanent, new or replacement s i g n i n s t a l l e d " , 

and I t h i n k t h a t language w i l l take care of the issues t h a t 

were brought up by the operators. 

Q. And Mr. Chavez, does the OCD have a grandfather 

clause included i n i t s proposed r u l e . When w i l l t h i s r u l e 

be e f f e c t i v e and as t o what w e l l s w i l l i t apply to? 

A. I t w i l l apply t o not n e c e s s a r i l y w e l l s but apply 

t o new signs t h a t are i n s t a l l e d a f t e r June 30th of 1997, so 

e x i s t i n g signs w i l l not r e q u i r e changes on them. 

Q. Okay. And w i l l amendment of Rule 103 as proposed 

by the D i v i s i o n and as set f o r t h on page 1 of E x h i b i t 1 a i d 

the OCD i n performing i t s r e g u l a t o r y f u n c t i o n ? 

A. Yes, i t w i l l . 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. And do you t h i n k i t w i l l a i d i n d u s t r y ? 

A. I t may i f they are out i n the f i e l d and they want 

t o i d e n t i f y a p a r t i c u l a r w e l l l o c a t i o n t h a t t hey're on, i t 

w i l l , yes. 

MR. CARROLL: That's a l l I have. 

CHAIRMAN LEMAY: Thank you.. 

Are there questions of Mr. Chavez? 

Commissioner Bailey? 

COMMISSIONER BAILEY: I t h i n k Frank has — 

CHAIRMAN LEMAY: I'm s o r r y , go ahead, Frank. I 

d i d n ' t see you, I'm sor r y . Excuse me. 

MR. GRAY: Yeah, I got i n here l a t e . Frank Gray 

from Texaco E x p l o r a t i o n and Production, from Midland, 

Texas. 

I would l i k e t o ask i f th e r e might be 

co n s i d e r a t i o n given t o a small process change as i t 

p a r t i c u l a r l y r e l a t e s t o f e d e r a l w e l l s . I don't t h i n k i t 

w i l l r e q u i r e any change i n the r u l e . I t h i n k the r u l e 

would f a c i l i t a t e the sign i n s t a l l a t i o n f i n e . 

But Texaco and many other operators are able t o 

i n s t a l l a permanent sign a t the time the w e l l i s spudded. 

You k i n d of r e l a t e d t o t h a t . 

We would l i k e , h o p e f u l l y , t o be able t o continue 

t o do t h a t , but on f e d e r a l w e l l s i t ' s a l i t t l e b i t of a 

problem, because we can spud as soon as the BLM approves 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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the APD, and then the paperwork comes i n t o the OCD where 

an API number i s assigned, so there might be a two- t o 

seven-day delay. 

Rather than s t a r t a process of having t o i n s t a l l 

a temporary s i g n , which could r e s u l t i n f a i l u r e t o get the 

proper s i g n on, on time, or e r r o r s and so f o r t h , we would 

h o p e f u l l y be able t o get an API number e a r l y enough t o have 

a permanent si g n ready when we spud the w e l l . 

So as a suggestion, I would suggest t h a t maybe we 

could see i f we could assign a block of API w e l l numbers 

f o r the BLM t o put them on the APD when the approve i t , or 

i f they could contact the OCD i n advance and get an API 

w e l l number such t h a t when the approved APD comes t o the 

operator, an API w e l l number i s t h e r e and we could have the 

permanent sign a v a i l a b l e a t the time of spudding, r a t h e r 

than s t a r t i n g a process of p u t t i n g temporary signs. 

Would t h a t be something you t h i n k the OCD could 

work with? 

MR. CHAVEZ: I t h i n k we could work w i t h i t i f the 

wording were such t h a t i f the API number i s not a v a i l a b l e 

a t the time t h a t the w e l l i s spud, i t doesn't have t o be on 

the s i g n , because i f c e r t a i n i n f o r m a t i o n i s n ' t a v a i l a b l e 

you can't be r e q u i r e d t o show i t . 

MR. GRAY: My concern, of course, would be t h a t 

we could put the permanent sign up, and then we'd have t o 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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have some process of going back and p u t t i n g the API w e l l 

number on t h a t s i g n , and t h a t always leads t o p o t e n t i a l 

e r r o r s or f a i l u r e s t o get out i n time or f o r g e t t i n g t o do 

i t . 

I f we could j u s t have t h a t e a r l y enough i n the 

process, we could have the permanent si g n e a r l i e r . We 

don't want t o have t o buy an e x t r a sign and then put the 

o f f i c i a l s i g n l a t e r or anything l i k e t h a t . 

And i t ' s not very p r o f e s s i o n a l t o p a i n t a s i g n on 

a piece of cardboard and s t i c k i t out th e r e u n t i l you get 

your permanent si g n , so we don't want t o s t a r t t h a t . 

That's j u s t a process change t h a t I ' d l i k e 

considered. I don't t h i n k there wouid be a need t o change 

the r u l e associated w i t h t h a t . 

MR. CHAVEZ: I don't know e x a c t l y how t h a t would 

be worked out, but we can c e r t a i n l y look a t i t . 

CHAIRMAN LEMAY: Any other questions or comments? 

The rule-making i s a l i t t l e b i t i n f o r m a l . 

That may be obsolete t h e r e , Frank, i n a couple of 

years, when we s t a r t assigning API numbers, because we're 

approving the APDs on f e d e r a l w e l l s , but w e ' l l see. 

Commissioner Bailey? 

COMMISSIONER BAILEY: I don't have any questions. 

CHAIRMAN LEMAY: Commissioner Weiss? 

COMMISSIONER WEISS: No questions. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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EXAMINATION 

BY CHAIRMAN LEMAY: 

Q. Frank, i s there any cost estimates on t h i s ? W i l l 

i t increase the cost t o operators, reduce the costs or be 

about the same? 

A. The operators I've t a l k e d t o , so f a r the comments 

were t h a t i t w i l l not increase any costs, as long as they 

can grandfather i n the o l d , e x i s t i n g signs, because t h i s 

r u l e i s intended t o apply only t o newly created and 

i n s t a l l e d signs, not t o o l d signs t h a t would r e q u i r e any 

changes. 

CHAIRMAN LEMAY: That's the only question I had. 

That's i t , thank you, Mr. Chavez, appreciate your 

testimony. 

MR. CARROLL: Thank you. 

CHAIRMAN LEMAY: I s there anything else i n Case 

Number 11,720, comments or statements? 

I f not, can you give the Commission a d r a f t 

order, Mr. C a r r o l l ? Appreciate i t . 

We s h a l l take the case under advisement. 

(Thereupon, these proceedings were concluded a t 

9:21 a.m.) 

* * * 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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103 SIGN ON WELLS 

All wells subject to these regulations, including drilling, production, and injection wells, shall be 
identified by a sign, posted on thc derrick or not more than 20 50 feet from such well, and such sign 
shall be of durable construction and the lettering thereon shall be kept in legible condition and shall 
be large enough to be legible under normal conditions at a distance of 50 feet. Thc wells on each 
lease or property 3hall be numbered in non-repctitive, logical and distinctive sequence. Each sign 
shall show the number of the well, the name of the lease property (which 3hall be different or 
distinctive for each lease), the name of the lc33cc, owner or operator, and the location by quarter 
section unit letter, section, township and range. Thc location, for each 3ign po3tcd after March 1, 
1968, 3hall indicate thc quarter-quarter section, township, and range. [1-1-50...2-1-96]Each sign 
posted after June 30,1997, shall show the API number of the well with the state code, the county 
code, and the next five digits ofthe API number. An operator will have 60 days from the effective 
date of an operator name change to change the operator name on the well sign unless an extension 
of time is granted by the District Supervisor upon submission of a schedule for the changes. 

| BEFORE THE 
! GIL CONSERVATION C O N ^ N 



101.L. A l l bonds r e q u i r e d by these r u l e s s h a l l be c o n d i t i o n e d f o r 
w e l l p l u g g i n g and l o c a t i o n cleanup o n l y , and n o t t o secure payment for/damages t o 
l i v e s t o c k , range, water, crops, t a n g i b l e improvements, nor any o t h e r / p u r p o s e . 
[1-1-50...2-1-96] 

101. M. Upon f a i l u r e o f t h e o p e r a t o r t o p r o p e r l y p-iug and abandon 
the w e l l ( s ) covered by a bond, t h e D i v i s i o n s h a l l g i v e n o t i c ^ t o t h e o p e r a t o r and 
s u r e t y , i f a p p l i c a b l e , and h o l d a h e a r i n g as t o whether t h ^ w e l l (s) s h o u l d be 
plugged i n accordance w i t h a D i v i s i o n - a p p r o v e d p l u g g i n g program. I f , a t t h e 
h e a r i n g , i t i s d e t e r m i n e d t h a t t h e o p e r a t o r has f a i l e d JCo p l u g t h e w e l l as 
p r o v i d e d f o r i n t h e bond c o n d i t i o n s and D i v i s i o n RulaeO t h e D i v i s i o n D i r e c t o r 
s h a l l i s s u e an o r d e r d i r e c t i n g t h e w e l l ( s ) t o be p l u g g e d i n a time c e r t a i n . Such 
an o r d e r may a l s o d i r e c t t h e f o r f e i t u r e o f t h e boyra upon t h e f a i l u r e o r r e f u s a l 
o f t he o p e r a t o r , s u r e t y , o r o t h e r r e s p o n s i b l e p a r t y t o p r o p e r l y p l u g t he w e l l ( s ) . 
I f t h e proceeds o f t h e bond(s) are n o t s u f f i c i e n t t o cover a l l o f t h e c o s t s 
i n c u r r e d by t h e D i v i s i o n i n p l u g g i n g t h e weLd(s) covered by t h e bond, t h e 
D i v i s i o n s h a l l t a k e such l e g a l a c t i o n as i/e necessary t o r e c o v e r such a d d i t i o n a l 
c o s t s . Any monies r e c o v e r e d t h r o u g h bona f o r f e i t u r e o r l e g a l a c t i o n s s h a l l be 
p l a c e d i n t h e O i l _ Gas Rec l a m a t i o n Fu_-d. [6-5-86 ... 2-1-96] 

102 NOTICE OF INTENTION TO DRILJ 

102. A. P r i o r t o the/commencement o f o p e r a t i o n s , n o t i c e s h a l l be 
d e l i v e r e d t o t h e D i v i s i o n i n t e n t i o n t o d r i l l any w e l l f o r o i l o r gas o r f o r 
i n j e c t i o n purposes and a p p r o v a l o b t a i n e d on Form C-101. A copy o f t h e a p r v ^ e d 
Form C-101 must be k e p t / a t t h e w e l l s i t e d u r i n g d r i l l i n g o p e r a t i o n s . [1-1-;....2-
1-96] 

102.B. bfo p e r m i t s h a l l be approved f o r t h e d r i l l i n g o f any w e l l w i t h i n 
t h e c o r p o r a t e l i m i t s o f any c i t y , town, o r v i l l a g e o f t h i s s t a t e u n l e s s n o t i c e o f 
i n t e n t i o n t o d a f i l l such w e l l has been g i v e n t o t h e d u l y c o n s t i t u t e d g o v e r n i n g 
body o f s u c h / c i t y , town o r v i l l a g e o r i t s d u l y a u t h o r i z e d agent. Evidence o f 
such n o t i f i c a t i o n s h a l l accompany t h e a p p l i c a t i o n f c r a p e r m i t t o d r i l l (Fo.„ 
101). [5/22-73 ... 2-1-96] 

102.C. When f i l i n g a p e r m i t t o d r i l l i n any q u a r t e r - q u a r t e r s e c t i o n 
c o n t a i n i n g an e x i s t i n g w e l l o r w e l l s , t h e a p p l i c a n t s h a l l c o n c u r r e n t l y f i l e a 

t a t o r o t h e r a c c e p t a b l e document l o c a t i n g and i d e n t i f y i n g such w e l l ( s ) and a 
statement t h a t t h e o p e r a t o r ( s ) o f such w e l l ( s ) have been f u r n i s h e d a copy o f t h e 
p e r m i t . [5-22-73 ... 2-1-96] 

103 SIGN ON WELLS 

A l l w e l l s s u b j e c t t o these r e g u l a t i o n s , i n c l u d i n g d r i l l i n g , 
p r o d u c t i o n , and i n j e c t i o n w e l l s , s h a l l be i d e n t i f i e d by a s i g n , p o s t e d on t h e 
d e r r i c k o r n o t more t h a n 20 f e e t f r o m such w e l l , and such s i g n s h a l l be o f 
d u r a b l e c o n s t r u c t i o n and t h e l e t t e r i n g t h e r e o n s h a l l be ke p t i n l e g i b l e c o n d i t i o n 
and s h a l l be l a r g e enough t o be l e g i b l e under normal c o n d i t i o n s a t a d i s t a n c e o f 
50 f e e t . The w e l l s on each lease o r p r o p e r t y s h a l l be numbered i n non-
r e p e t i t i v e , l o g i c a l and d i s t i n c t i v e sequence. Each s i g n s h a l l show t h e number o f 
th e w e l l , t h e name o f t h e lea s e (which s h a l l be d i f f e r e n t o r d i s t i n c t i v e f o r each 
l e a s e ) , t h e name o f t h e le s s e e , owner o r o p e r a t o r , and t h e l o c a t i o n by q u a r t e r 
s e c t i o n , t o w n s h i p and range. The l o c a t i o n , f o r each s i g n p o s t e d a f t e r March 1, 
1968, s h a l l i n d i c a t e t h e q u a r t e r - q u a r t e r s e c t i o n , t o w n s h i p , and range. [1-1-50... 
2-1-96] 

3_ REQUIREMENTS FOR DRILLING TRACTS 

CLASSIFICATION OF WELLS: WILDCAT WELLS AND DEVELOPMENT WELLS 



Rand Carroll 

From: Frank Chavez 
To: Rand Carroll 
Subject: Rule 103 
Date: Tuesday, March 1 1 , 1997 9 :30AM 

After talking to some operators the fol lowing changes should be considered: 

Instead of "Each sign posted after. . ." , say "Each permanent new or replacement sign installed after . . 

Page 1 


