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Docket No. 27-85

Dockets Nos. 29-85 and 30-85 are tentatively set for September 25 and October 9, 1985. Applications for
hearing must be filed at least 22 days in advance of hearing date.

DOCKET: EXAMINER HEARING - WEDNESDAY - SEPTEMBER 11, 1985

8 A.M. - OIL CONSERVATION DIVISION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The following cases will be heard before Michael E. Stogner, Examiner, or Gilbert P. Quintana, Alternate Examiner:

ALLOWABLE:

CASE 8673:

CASE 8692:

CASE 8693:

CASE 8694:

CASE 8684:

CASE 8635:

CASE 8695:

CASE 8696:

CASE 8697:

(1) Consideration of the allowable production of gas for October, 1985, from fifteen prorated
pools in Lea, Eddy, and Chaves Counties, New Mexico.

(2) Consideration of the allowable production of gas for October, 1985, from four prorated pools
in San Juan, Rio Arriba, and Sandoval Counties, New Mexico.

(Continued from August 14, 1985, Examiner Hearing)

Application of Chevron USA Inc. for a unit agreement, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval of the Trooper Unit Area comprising 2,880
acres, more or less, of State lands in Township 11 South, Range 35 East.

Application of Parabo, Inc. for salt water disposal, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the
San Andres formation in the perforated interval from 4500 feet to 5050 feet in a well to be
located 50 feet from the North line and 1892.47 feet from the East line of Sectiom 32, Township
21 South, Range 38 East.

Application of Parabo, Inc. for salt water disposal, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the
San Andres formation in the perforated interval from 4500 feet to 5050 feet in a well to be
located 50 feet from the North line and 796.07 feet from the East line of Section 32, Township 21
South, Range 38 East.

Application of Amerind 0il Company for an unorthodox oil well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval of an unorthodox oil well location 1650 feet
from the North line and 1350 feet from the East line of Section 35, Township 14 South, Range 34
East, High Plains-Permo Pennsylvanian Pool, the NE/4 of said Section 35 to be dedicated to the
well.

(Continued and Readvertised)

Application of David Fasken for pool extensions and contractions, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks the contraction of the Burton Flat-Morrow Gas Pool by
the deletion therefrom of all of Section 35, Township 20 South, Range 27 East, and Lots 1 through
16 of Section 1, Township 21 South, Range 26 East, and the concomitant extension of the Avalon-
Morrow Gas Pool.

(Continued from August 14, 1985, Examiner Hearing)

Application of Energy Reserves Group, Inc. for salt water disposal, Roosevelt County, New Mexico.
Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the

Fusselman formation in the perforated interval from 8150 feet to 8220 feet in its McClellan Well

No. 1 located 2000 feet from the South line and 1900 feet from the West line of Section 10, Town-
ship 6 South, Range 33 East.

Application of Benson-Montin-Greer Drilling Corp. for an unorthodox o0il well locatiom, Rio Arriba
County, New Mexico. Applicant, in the above-~styled cause, seeks approval of an unorthodox oil well
location 1850 feet from the North line and 870 feet from the West line of Section 6, Township 25
North, Range 1 West, West Puerto Chiquito-Mancos 0il Pool, all of said Section 6 to be dedicated

to the well.

Application of Pennzoil Company for pool creation, special pool rules, assignment of a discovery
allowable, and the contraction of the East Lovington—-Pennsylvanian Pool, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks the contraction of the East Lovington-Pennsylvanian

Pool by either contracting the horizontal or vertical limits underlying the NW/4 NW/4 of Section 4,
Township 17 South, Range 37 East, and the creation of a new o0il pool for Strawn production comprising
all of said Section 4, the promulgation of special pool rules therefor including a provision for 80-
acre well spacing and proration units, and the assignment of a discovery allowable to its Viersen
Well No. 1 located 2130 feer from the South line and 660 feet from the East line of said Section 4.

Application of Pennzoil Company for an unorthodox 0il well location, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks approval of an unorthodox o0il well location 1300 feet
from the South line and 1650 feet from the East line of Section 4, Township 17 South, Range 37 East,
Strawn formation, the dedicated acreage for the well to be either 40 or 80 acres depending upon the
outcome of Division Case No. 8696.
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CASE 8698:

CASE 8699:

CASE 8700:

CASE 8676:

CASE 8701:

CASE 8702:

CASE 8703:

CASE 8689:

Application of TXO Production Corp. for compulsory pooling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests from 4825 feet
below the surface to the base of the Bone Spring formation at 8800 feet underlying the NE/4 NW/4
of Section 26, Township 18 South, Range 32 East, to be dedicated to a well to be drilled ar a
standard location thereon. Also to be considered will be the cost of drilling and completing said
well and the allocation of the cost thereof as well as actual operating costs and charges for
supervision, designation of applicant as operator of the well, and a charge for risk involved in
drilling said well.

Application of TXO Production Corp. for amendment of Division Order No. R-7817, as amended, Eddy
County, New Mexico. Applicant, in the above-styled cause, seeks the amendment of Division Order
No. R-7817, as amended, which subsequently approved an unorthodox gas well location 660 feet from
the South and East lines of Section 2, Township 22 South, Range 27 East, to rededicate the E/2 of
sald Section 2 to the subject well, to compulsorily pool all mineral interests from the bage of
cthe Wolfcamp formation to the base of the Morrow formation underlying said E/2, and to approve a
non-standard proration unit comprising the SE/4 of said Section 4 if Wolfcamp production is
established.

Application of Jerome P. McHugh for compulsory pooling, San Juan County, New Mexico.

Applicant, in the above-styled cause, gseeks an order pooling all mineral interests from the surface
to the top of the Basin-Dakota Pool with the exception of the Blanco-Mesaverde Pool underlying the
NE/4 of Sectiom 29, Township 31 North, Range 13 West, forming a standard 160-acre gas spacing and
proration unit for any and all formacions and/or pools developed on 160-acre spacing, to be dedi-
cated to a well to be drilled at a standard gas well location thereon. Applicant further seeks

an order pooling all mineral interests in the Blanco-Mesaverde and Basin-Dakota Pools underlying
the N/2 of said Section 29 forming a standard 320-acre gas spacing and proration unit for both
pools to be dedicated to the aforementioned well also at a standard location thereon. Alsc to be
considered will be the cost of drilling and completing said well and the allocation of the cost
thereof as well as actual operating costs and charges for supervision, designation of applicant

as operator of the well and a charge for risk involved in drilling said well.

(Continued and Readvertised)

Application of Southland Royalty Company for pool creation, special pool rules, and the comtraction
of the vertical limits of the Scharb-Wolfcamp Pool, Lea County, New Mexico. Applicant, in the
above-styled cause, seeks the contraction of the vertical limits of the Scharb-Wolfcamp Pool under-
lying the SW/4 of Section 33, Township 18 South, Range 35 East, the N/2 and SW/4 of Section 4 and
the E/2 of Sectiom 5, Township 19 South, Range 35 East. Applicant further seeks the creation of a
new oil pool for Lower Wolfcamp production comprising Sections 28, 29, 32, and 33, Township 18
South, Range 35 East, and Sections 4 and 5, Township 19 South, Range 35 East, and the promulgation
of special pool rules therefor including a provision for 80-acre well spacing and proration units.

Applicarion of Wayne Newkumet for amendment of Division Order No. R-2874, as amended, Lea County,
Yew Mexico. Applicant, in the above~styled cause, seeks the amendment of Rule 4 of the Special
Rules and Regulations for the High Plains-Permo Pennsylvanian Pool as promulgated by Order No.
R-2874, as amended, to require that each well be located no nearer than 660 feet to the outer
boundary of the proracion unit nor nearer than 330 feet to any governmental quarter-quarter section
line.

Application of M & W of Lovington, Inc. for amendment to Division Order No. R-3616, Roosevelt
County, MNew Mexico. Applicant, in the above~styled cause, seeks the amendment of Division Jrder
No. R-3616 to authorize the disposal of produced salt water into all formations below a packer
set at 4100 feet in its previously approved O'Neill State Well No. 1 in Unit L of Section 15,
Township 8 South, Range 36 East, South Prairie~Cisco Pool.

Application of Chama Petroleum Company for compulsory pooling, Eddy County, New Mexico.
Applicant, in the above~styled cause, seeks an order pooling all mineral interests from the
surface to the base of the Glorieta Yeso formation underlying the NW/4 SE/4 of Sectiom 4, Town—
ship 19 South, Range 26 East, to be dedicated to its Bogart Well No. 1 located 1980 feet from

the South and East lines of said Section 4. Also to be considered will be the cost of drilling
and completing said well and the allocation of the cost thereof as well as actual operating costs
and charges for supervision, designation of applicant as operator of the well, and a charge for
risk involved in drilling said well.

(Continued from August 28, 1985, Examiner Hearing)

Application of Doyle Hartman for compulsory pooling, Lea County, New Mexico.

Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Jalmat Gas
Pool underlying a previously approved 120-acre non-standard proration unit comprising the N/2 ¥W/4

and SW/4 NW/4 of Section 20, Township 25 South, Range 37 East, to be dedicated to its Justis Christmas
Gas Com Well No. 1 located 2225 feet from the North line and 790 feet from the West line of said
Section 20. Also to be cousidered will be the cost of drilling and completing said well and the
allocation of the cost thereof as well as actual operating costs and charges for supervision, desig-
aation of applicant as operator of the well and a charge for risk involved in drilling said well.



CASE 8604:

CASE 8605:

CASE 8594:

? - L L Y L
Page 4 of
Commission Hearing - Wednesday - September 18, 1985 Docket No. 28-85
CASE 8457: (Reopened)
In the matter of Case 8457 being reopened on the motion of LeFlore 0il and Gas, Inc. to require
Amerind Oil Company to appear and show cause why Division Order No. R-7796, as amended, which
authorized compulsory pooling and an unorthodox oil well location in Section 28, Township 16
South, Range 37 East, should not be rescinded.
CASE 8400: (Continued from July 10, 1985, Commission Hearing)

Application of Jack J. Grymberg for amendment of Division Order No. R-6873, Chaves County, New
Mexico. Applicant, in the above-styled cause, seeks the amendment of Division Order No. R-6873
to 1) declare the applicant to be the operator of said Order's subject well and unit, 2) allow
for the drilling of a second. PrePermian well on the established 320-acre proration unit and

3) the establishment of risk factor -and overhead-charges.for the new.well... . .

(Continued from July 10, 1985, Commission Hearing)

Application of HCW Exploration, Inc. for compulsory pooling and a non-standard gas proration unit,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks an order pooling all mineral
interests from the surface to the base of the Jalmat Gas Pool, underlying the SE/4 of Section 27,
Township 23 South, Range 36 East, forming a l160-acre non-standard gas proration unit to be dedicated
to a well to be drilled at a standard location thereon. Also to be comsiderad will be the cost of
drilling and completing said well and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designation of applicant as operator of the well and a charge for
risk involved in drilling said well.

(Continued from July 10, 1985, Commission Hearing)

Application of Doyle Hartman to rescind Division Order No. R-3690, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks to rescind Division Order No. R-3690 which authorized
the disposal of produced water into the Seven Rivers formation through the Etz Well No. 3 located
330 feet from the South line and 1650 feet from the West line of Sectioun 27, Township 23 South,
Range 36 East, Jalmat Gas Pool, in which HCW Exploration, Inc. is the operator.

(Continued from July 10, 1985, Commission Hearing)

application of Doyle Hartman for compulsory pooling, a non-standard gas proratiom unit, and an
unorthodox gas well location, Lea County, New Mexico. Applicant, in the above-styled cause, seeks
an order pooling all mineral interests from the surface to the base of the Jalmat Gas Pool under-
lving the SE/4 of Section 27, Township 23 South, Range 36 East, forming a 160-acre spacing and
proration unit, to be dedicated to a well to be drilled 660 feet from the South line and 330 feet
from the East line of said Sectiom 27. Applicant further seeks approval for a 160-acre non-standard
Jalmat Gas Pool spacing and proration unit comprising said SE/4 of Section 27 also to be dedicared
to the aforementioned well which is an unorthodox gas well location in the Jalmat Gas Pool. Also

to be considered will be the cost of drilling and completing said well and the allocation of the
cost thereof as well as actual operating costs and charges for supervision, designation of applicant
as operator of the well and a charge for risk involved in drilling said well.
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CASE 8690: Application of Doyle Hartman for a non-standard proration unit, two unorthodox locations, and simul-
taneous dedication, Lea County, New Mexico. Applicant, in the above-styled cause, seeks a finding
that the drilling of two wells to be located at unorthodox well locationms, the first of which is rto
be at least 1325 feet from the South line but not more than 1650 feet from the South line and at
least 660 feet from the West line but not more than 850 feet from the West line of Section 22, and
the second of which is to be at least 250 feet from the North line but not more than 990 feet from
the North line and at least 660 feet from the West line but not more than 1980 feet from the West
line of Sectiom 27, all in Township 25 South, Range 37 East, Jalmat Gas Pool and Langlie Mattix
Pool, is necessary to effectively and efficiently drain that portion of a 240-~acre non-standard
gas proration unit in the Jalmat Gas Pool only, comprising the W/2 SW/4 of Section 22 and the NW/4
of Section 27, Township 25 South, Range 37 East, which cannot be so drained by the existing Jalmat
wells. Applicant further seeks approval for the simultaneous dedication of said 240-acre non-
standard Jalmat proration unit to the subject wells and the currently producing Carlson-Harrison
Federal Com Wells Nos. 1, 2, and 3.

**************;It***********************************************************************************************

Docket No. 23-85

DOCKET: COMMISSION HEARING - WEDNESDAY - SEPTEMBER 18, 1985

OIL CONSERVATION COMMISSION - 9 A.M. - ROOM 205
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 8645: (Reopened)

In the matter of the hearing called by the 0il Conservation Commission on its own motion to amend
Rule 102 to require a copy of Form C-101 (Permit) on location during drilling operations, to pro-
vide for notice to landowners and/or tenmants prior to the staking of well locatioms, and to pro-
vide for notice to the operator of any other well located on the same quarter-quarter section.
This case is being reopened to additionally consider requiring notice to the operator of anv
other well on a 40-acre tract by the operator of a new well to be drilled thereon.

NOTE: Following consideration of this matter on July 10, 1985, an operator requested that the
case be reopened for consideration of an additional requirement for notice to the operator
of any other well on a 40-acre tract by the operator of a new well proposed to be drilled
on such tract. This case is reopened for comsideration of such request.

CASE 8704: In the matter of the hearing called by the 0il Conservation Commission on its own motion to amend
Rule 313 by the addition of fresh waters to said rule.

o
<::ffff:§ﬁiii‘\(Concinued from July 10, 1985, Commission Hearing)

In the matter of the hearing called by the 0il Conservation Commission on its own motion to amend
Rule 1204 and Rule 1205, to delete present Rule 1206, to renumber and amend Rule 1207, and to
oromulgate a new Rule 1207. The Commission, in the above=-styled cause, seeks to amend its rules
relative to giving notice of hearings and to establish additional notice requirements for applicants
for hearings.

Copies of the proposed rule changes, deletions, and new rules are available at 0il Conservation
Division offices in Santa Fe, Hobbs, Artesia, and Aztec.

PLEASE NOTE CHANGES IN PROPOSED RULE 1207:
(1) The language of paragraphs (a)(2), (a)(5), and (a){(7) has been amended to clarify the party(ies)
who should receive notice.

(2) A new paragraph (a)(8) has been added for exceptions to rules or orders controlling surface
disposition of produced water or other fluids.

(3) A new paragraph (a)(9) has been added to address notice requirements for all other applicationms.

(4) Paragraph (b) has been amended to clarify the required content of the 'additional notice."

(5) The final paragraph of part (a) has been redesignated part (c).

CASE 8463: (DE NOVO)

Application of David Fasken for termination of prorationing in the Burton Flac-Morrow Gas Pool,
Eddv County, New Mexico. Applicant, in the above-styled cause, seeks an order terminating prora-
tioning in the Burton Flat-Morrow Gas Pool located in portions of Townships 20 and 21 South, Ranges
26, 27, and 28 East, and to also cancel all cumulative over—production and under-production within
said pool. .

Upon application of David Fasken this case will be heard De Novo pursuant to the provisions of Rule
1220.



N - RULES ON PROCEDURE

RULE 1204. METHOD OF GIVING LEGAL NOTICE FOR HEARING

Notice of each hearing before the Commission and notice of each hearing before a
Division Examiner shall be [Givan. bi-PAXEoRin--S@E%icCo-oR--tiid--poisoh—af-factad-ox] by
_ publication once in a newspaper of general circulation publ;shed at Santa Fe, New Mexico,
and once in a newspaper of general circulation published in the county or each of the
counties, if there be more than one, in which any land, oil, or gas, or other property
which may be arffected is situated.

RULE 1205 CONTENTS OF NOTICE OF HEARING

[Such--Resica] Published notices shall be issued in the name of "The State of New
Mexico" and shall be signed by the Director of the Division, and the seal of the Commission
shall be impressed thereon.

The notice shall specify whether the case is set for hearing before the Commission or
before a Division Examiner and shall state the number and style of the case and the time
and place of hearing and shall briefly state the general nature of the order or orders,
rule or rules, requlation or regulations to be promulgated or effected. The notice shall
alsoc state the name of the petitioner or applicant, if any, and unless the contemplated
order, rule, or regulation is intended to apply to and affect the entire state, it shall
specify or generally descxribe the common source or sources of supply which may be affected
by such order, rule, or regulaticn.

[ RULE 206 e e BRERSONAL. SERVILCT . CR.-NOTICE
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RULE [4=8%4 1206. PREPARATION OF NOTICES

After a motion or application is filed with the Division the notice [o#-nesives]

required under Rule 1205 shall be prepared by the Division and [seswvice-and] publication
thereof shall be taken care of by the Division without cost to the applicant.

RULE 1207. ADDITIONAL NOTICE REQUIREMENTS (New Rule Alternative No. 1)

(a) Each applicant for hearing before the Division or Commission shall give
additional notice as set forth below:

1. In cases of applications filed for compulsory pocling under Section 70-2-17

MMSA 1978, as amended, or statutory unitization under Section 70-7-1, et. seq.
NMSA 1978, as amended: Actual notice shall be given to each known individual
owning an uncommitted leasehold interest, an unleased and uncommitted mineral
interest, or rovalty interest not subject toc a pooling or unitization clause in
the lands affected by such application which interest must be committed and has
not been voluntarily committed to the area proposed to be pooled or unitized.
Such individual notice in compulsory pooling or statutory unitization cases shall
be by certified mail (return receipt requested).

2. In cases of applications for approval of unorthodox well locations:

Actual notice shall be given to any operator of an offsetting spacing unit or
cwner of an undrilled lease to which the proposed location is closer than the
closest standard location and, if the proposed well lies within or offsets a
Division designated potash area subject to special rules, any potash operator
within one mile of the proposed location. Such notice shall be given by
certified mail (return receipt reguestad).

2. In the case of applications for the approval of any non-standard proration unit:

Actual notice shall be given to all operators owning a leasehold interest to be
excluded from the proration unit in the quarter-quarter section (for 40-acre
pools or formations), the quarter section (for l60-acre pools or formations)} the
half section (for 320-acre pools or formations), or in the section (for 6§40-acre
pools or formations) in which the non-standard unit is located and to each
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(b)

operator on any proratcion unit, if there be such, or tract which adjo;ns or
cocrners such guarter-quarter, guarter, half, or whole section. Such nctice shall
pe by certified mail {(return receipt requested).

In cthe case of applicatrions for adoption of, or amendment of, special pool rules:

Aczual notice shall be given to all operators within the existing, or proposed
pool boundaries and those of operators within one (1) mile of such boundaries.
Such notice may be provided by regular mail.

In the case of applications to amend special rules affecting any Divisicen
designated potash area, actual notice shall be given to any affected potash
operator or oil or gas operator or owner. Such notice shall be provided by
certified mail (return receipt requested).

In the case of applications for approval of downhole commingling of the product
of multiple formations: Actual notice shall be given to all offset operators.
Such notice shall be provided by regular mail.

In the case of any other application which will, if granted, alter any

working interest owner's or any royalty interest owner's percentage interest in
an existing well: Actual notice shall be given to the operators and applicant's
royalty interest owners in such existing well. Such notice shall be provided by
certified mail (return receipt requested).

In cases of applications for exceptions to rules or orders controlling surface
disposition of produced water or other fluids: Actual notice shall be given to
any surface owner within one-half mile of the site for which the exception is
sought. Such notice shall be provided by certified mail (return receipt
requested).

In cases of applications not listed above, the ocutcome of which may affect a
property interest of other individuals or entities: Actual notice shall be given
to such individuals or entities by certified mail (return receipt requested).

Any notice required by this rule shall be to the last known address of the party

to whom notice is to be given at least 20 days prior to the date of hearing of the
applicacion and shall apprise such party of the nature and pendency of such action and the
means by which protests may be made.

{c)

At each hearing, the applicant shall cause to be made a matter of record, either

by testimony at the hearing or by an affidavit signed by applicant or its authorized
representative, that the notice provisions of this Rule 1207 have been complied with, that
applicant has conducted a good-faith diligent effort to find the correct address of all
interested persons entitled to receive notice, and that pursuant to Rule 1207, notice has
been given at that correct address as provided by rule. In addition, such certificate
shall contain the name and address of each interested person to whom such notice was sent
and, where proof of receipt is available, a copy of same.

Evidence of failure to provide notice as provided in this rule may, upon a proper
showing, be considered cause for reopening the case.
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Dockets Nos. 23-85 and 24=85 are tentatively set for July 17 and 31, 1985. Applications for hearing must be
filed at least 22 days in advance of hearing date.

DOCKET: COMMISSION HEARING - WEDNESDAY - JULY 10, 1985

OIL CONSERVATION COMMISSION - 9 A.M. - MORGAN HALL,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

»CASE 8643:
CASE 8644:
CASE 8645:
CASE 8646:

CASE 8647:

CASE 8648:

ASE 8649:

CASE 5958:

CASE 8400:

CASE 8604:

In the matter of the hearing called by the 0il Conservation Commission on its own motion to amend Rule
0.1, Rule 1, Rule 2, Rule 3, Rule 7, Rule 709, and Rule 710 to define fresh water and produced water
and to provide for protection of fresh water.

In the matter of the hearing called by the 0il Conservation Commission on its own motion to promulgate
a new Rule 8 to provide for the approval of the use of lined pits or below grade tanks for disposal or
storage of produced water and other oil field fluids.

In the matter of the hearing called by the 0il Conservation Commission on its own motion to amend Rule
102 to require a copy of Form C-101 (permit) on location during drilling operations and to provide for
notice to landowners and/or tenants prior to the staking of well locations.

In the matter of the hearing called by the 0il Conservation Commission on its own motion to amend Rules
108 and 113 to provide for notice of defective casing and for the notice of damage to casing, cement,
or the formation as a result of well treatment.

In the matter of the hearing called by the 0il Conservation Commission on its own motion to delete Rule
308 in order to clarify the need for reporting of small volumes of produced water.

In the matter of the hearing called by the 0il Congervation Commission on its own motion to amend Rule
111 to provide for operator calculation of maximum bottomhole digplacement when the deviation during
drilling averages more than five degrees in any 500-foot interval.

In the matter of the hearing called by the 0il Conservation Commission on its own motion to amend Rule
1204 and Rule 1205, to delete present Rule 1206, to renumber and amend Rule 1207, and to promulgate a

new Rule 1207. The Commission, in the above-styled cause, seeks to amend its rules relative ta giving
notice of hearings and to establish additional notice requirements for applicants for hearings.

Copies of the proposed rule changes, deletions, and new rules are available at 01il Comservation
Division offices in Santa Fe, Hobbs, Artesia, and Aztec.

(DE NOVO) (This case will be dismissed.)

Application of Continental 0il Company for downhole commingling, Rio Arriba County, New Mexico.
Applicant, in the above~styled cause, seeks approval for the downhole commingling of Gomzales-Mesaverde
and Otero-Chacra production in the wellbores of its AXI Apache "J" Wells Nos. 18, 23, and 24 located

in Units A, D, and P of Section 8; Nos. 19 and 22 in Units D and L of Sectiom 6; Nos. 20 and 21 in

Units C and 1 of Section 5; and No. 25 in Unit A of Section 7, all in Township 25 North, Range 5 West.
Upon application of Conoco Inc. this case will be heard De Novo pursuant to the provisions of Rule 1220.

(Continued from Junme 12, 1985, Commission Hearing)

Application of Jack J. Grynmberg for amendment of Division Order No. R-6873, Chaves County, New Mexico.
Applicant, in the above-styled cause, seeks the amendment of Division Order No. R-6873 to 1) declare
the applicant to be the operator of said Order's subject well and unit, 2) allow for the drilling of
a second PrePermian well on the established 320-acre proration umit and 3) the establishment of risk
factor and overhead charges for the new well.

(Continued from June 5, 1985, Examiner Hearing)

Application of HCW Exploration, Inc. for compulsory pooling and a non-standard gas proration unit,
Lea County, New Mexico. Applicant, in the above-styled cause, seeks an order pocling all mineral
interests from the surface to the base of the Jalmat Gas Pool, underlying the SE/4 of Sectionm 27,
Township 23 South, Range 36 East, forming a 160-acre non-standard gas proration unit to be dedicated
to a well to be drilled at a3 standard locaticn thereon. Also to be considered will be the cost of
drilling and completing said well and the allocation of the cost thereof as well as actual operating
costs and charges for supervision, designatiom of applicant as operator of the well and a charge for
risk involved in drilling said well.
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CASE 3605:

CASE 8594:

CASE 8323:

(Continued from June 5, 1985, Examiner Hearing)

Application of Doyle Hartman to rescind Division Order No. R-3690, Lea County, New Mexico.
Applicant, in the above-styled cause, seeks to rescind Division Order No. R=-3690 which authorized
the disposal of produced water into the Seven Rivers formation through the Etz Well No. 3 located
330 feet from the South liné and 1630 feet from the West line of Section 27, Township 23 Souta,
Range 36 East, Jalmat Gas Pool, in which HCW Exploration, Inc. is the operator.

(Continued from June 5, 1985, Examiner Hearing)

Application of Doyle Hartman for compulsory pooling, a non-standard gas proration unit, and an
unorthodox gas well location, Lea County, New Mexico. Applicant, in the above=-stvled cause, seeks
an order pooling all mineral interests from the surface to the base of the Jalmat Gas Pool under-
lying the SE/4 of Section 27, Township 23 South, Range 36 East, forming a 160-acre spacing and
proration unit, to be dedicated to a well to be drilled 660 feet from the South line and 330 feet
from the East line of said Section 27. Applicant further seeks approval for a l60-acre non-standard
Jalmat Gas Pool spacing and proration unit comprising said SE/4 of Section 27 also to be dedicated
to the aforementioned well which is an unorthodox gas well locatiom in the Jalmat Gas Pool. Also

to be considered will be the cost of drilling and completing said well and the allocation of the
cost thereof as well as actual operating costs and charges for supervision, designation of applicant
as operator of the well and a charge for risk involved in drilling said well.

(DE NOVO)

Application of Blanco Engineering, Inc. for salt water disposal, Eddy County, New Mexico.
Applicant, in the above-styled cause, seeks authority to dispose of produced salt water into the
Atoka Penn formatiom in the perforated interval from 9,094 feet to 9,116 feet in its Pan American
Flint Gas Com Well No. 1 located in Section 22, Township 18 South, Range 26 East.

Upon application of Yates Petroleum Corporation this case will be heard De Wovo pursuant to the
provisions of Rule 1220.



PROPOSED RULE ADDITIONS AND AMENDMENTS

RULE 0.1 DEFINITIONS

Additional Definitions

FRESH WATER (to be protected) includes all surface waters and includes all underground
waters containing 10,000 milligrams per liter or less of total dissolved solids except
for which, after notice and hearing, it is found there is no reasonably foreseeable
beneficial use which would be impaired by contamination of such waters.

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 1limited to: lease tanks, commingled tank
batteries, burn pits, LACT units, and community or lease salt water disposal systems and
which may be collected at gas processing plants, pipeline drips and other processing or
cransportation facilities.

B - MISCELLANEQUS RULES
RULE 1. SCOPE OF RULES AND REGULATIONS

{a) The following General Rules of statewide application have been adopted by the
0il Conservation Division of the New Mexico Enerqgy and Minerals Department to conserve
the natural resources of the State of New Mexico, to prevent waste, Llanrél- to protect
correlative rights of all owners of crude oil and natural gas, and to protect fresh
waters. Special rules, regulations and orders have been and will be issued when
required and shall prevail as against General Rules, Regulations and Orders if in
conflict therewith. However, whenever these General Rules do not
conflict with special rules heretofore or hereafter adopted, these General Rules shall
aprly.

(b) The Division may grant exceptions to these rules after notice and hearing,
when the granting of such exceptions will not result in waste but will protect
correlative rights or prevent undue hardship.

RULE 2. ENFORCEMENT OF LAWS, RULES AND REGULATIONS DEALING WITH CONSERVATION OF OIL AND
GAS

The Division, its agents, representatives and employees are charged with the duty
and obligation of enforcing all rules and statutes of the State of New Mexico relating
o the conservation of oil and gas, including the related protection of fresh waters.
However, it shall be the responsibility of all the owners or operators to obtain
information pertaining to the regulation of o0il and gas and protection of fresh waters
pefore operations have begun.

RULE 2. WASTE PROHIBITED/ GEMERAL OPERATICNS

(a} The production or handling of crude petroleum oil or natural gas of any type
or in any form, or the handling of products thereof, in such a manner or under such
conditions or in such amcunt as to constitute or result in waste is hereby prohibited.

(b) All operators, ccntractors, drillers, carriers, gas distributors, service
companies, pipe pulling and salvaging contractors, treating plant operators or other
persons shall at all times conduct their operations in or related to the drilling,
equipping, operating, producing, plugging and abandonment of —erd--eas—weliss 0il, cas,
injection, disposal, and storage wells or other facilities in a manner that will prevent
waste of o1l and gas, the contamination of fresh waters and shall not wastefully utilize
0il or gas, or allow either to leak or escape from a natural reservoir, or from wells,
tanks, containers, pipe or other storage, conduit or operating equipment.

RULE 7. AUTHORITY TO COOPERATE WITH OTHER AGENCIES

The Division may from time to time enter into arrangements with State and Federal
governmental agencies, industry committees and individuals, with respect tc special
projects, services and studies relating to ccnservation of o©il and gas and the
associated prctection of fresh waters.




ccntemplated order, rule, or regulation is intended fo apply to and affect the en:zire
state, it shall specify or gererally describe the common source or sources of supply
which may be affected by such order, rule, or regulation.
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RULE 432 1206. PREPARATION OF NOTICES

After a motion or application is filed with the Division the notice {fexr—reticest
required under Rule 1205 shall be prepared by the Division and {seswiee—anrd} publication
thereof shall be taken care of by the Division without cost to the applicant.

RULE 1207. ADDITIONAL NOTICE REQUIREMENTS (New Rule Alternative No. 1)

{a) Each applicant for hearing before the Division or Commission shall give
additional notice as set forth below:

1. In cases of applications filed for compulsory pooling under Section 70-2-17
NMSA 1978, as amended, or statutory unitization under Section 70-7-1, et. seq.
NMSA 1978, as amended: Actual notice shall be given to each known individual
owning an uncommitted leasehold interest, an unleased and uncommitted mineral
interest, or royalty interest not subject to a pooling or unitization clause-
in the lands affected by such application which interest must be committed and
has not been voluntarily committed to the area proposed to be pooled or
unitized. Such individual notice in compulsory pooling or statutory
unitization cases shall be by certified mail (return receipt requested).

2. In cases of applications for hearing for approval of unorthodox well
locations:

Actual notice shall be given to any cffset operator in those adjoinirng
spacing/proration units of the same size that is adversely affected by the
proposed unorthodox location, or any potash operator in an adjoining proration
or spacing unit in the R~111-A area provided the subject well be cleocser to
that potash operator than the closest standard location allows. Such notice
shall be given by certified mail (return receipt regquested).

3. In the case of applications for the approval of any non-standard proration
unit:

Actual notice shall be given to all operators owning a leasehold interest to
be excluded from the proration unit in the guarter-quarter section (f£or
40~acre pools or formations), the quarter section (for 1l60~-acre pools cr
formations) the half section (for 320-acre pools or formations), or in the
section (for 640-acre pools or formations} in which the non-standard unit is
located and to each operator on any proration unit, if there be such, or tract
which adjoins or corners such quarter-quarter, gquarter, half, or whole
section. Such notice shall be by certified mail (return receipt requested).

4, In the case of applications for adoption of, or amendment of, special pcol
rules:

Actual notice shall be given to all operators within the existing, or proposed
pcol boundaries and those of operators within one (1) mile of such boundaries.
Such notice may be provided by regular mail.

5. In the case of applications to amend R-~111-A, the Potash-0il Area and Special
Rules, actual notice shall be given tc any affected potash operator or oil or
gas operator or owner. Such notice shall be provided by certified mail
(return receipt regquested).

6. In the case of applications for approval of downhole commingling of the
product c¢f multiple formations: Actual notice shall be given to all offset
cperators. Such notice shall be provided by regular mail.

~1

In the case of any other application which may diminish or adversely affect



RULE 308. [SALT OR SULPHUR WATER]
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RULE 709. REMOVAL OF PRODUCED WATER FROM LEASES AND FIELD FACILITIES
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{431 (a) Transportation of any produced water by motor vehicle from any lease,
contral tank battery, or other facility, without an approved Form C-133 {Authorization
to Move Prcduced Water) is prohibited.

[+e+] (b) Authorization to transport produced water may be obtained by £filing
three copies of Form C-133 with the Director of the Division in Santa Fe.

{+&+] (c) No owner or operator shall permit produced water to be removed from it
leases or field facilities by motor vehicle except by a person possessing an approved
Form C-133.

RULE 710. DISPCSITION OF [TRANSRORTED] PRODUCED WATER

(a) No person, including anv transporter, may dispose of [sueh] produced water on
the surface of the ground, or in any pit, pond, lake, depression, draw, streambed, or
arroyo, or in any watercourse, or in any other place [or] in any manner which will
constitute a hazard to any fresh water supplies.

Delivery of produced water to approved salt water disposal facilities, secondary
recovery or pressure maintenance injection facilities, or to a drillsite for use in
drilling £fluid will not be construed as constituting a hazard to fresh water supplies
provided the produced waters are placed in tanks or other impermeable storage at such
facilities.

{b) The supervisor of the appropriate district office of the Division may grant
temporary exceptions to paragraph (a) above for emergency situations and for use of
procduced water in road construction or maintenance or for use of produced waters for
cther construction purposes upon request and a proper showing by a holder of an approved
Form C-133 (Authorization to Move Produced Water).

(c) Vehicular movement or disposition of produced water in any manner contrary *o
these rules shall be considered cause, after notice and hearing, for cancellation of
Form C-132

N - RULES ON PROCEDURE

RULE 1204. METHOD QOF GIVING LEGAL NCOTICE FOR HEARING

Notice of each hearing before the Commission and notice of each hearing before a
Civision Examiner shall be [given—by—personal—servica—on—the persca-affected—oxr] by
publication once in a newspaper of general circulation publisheé at Santa Fe, New
Mexico, and once in a newspaper of general circulation publisheé in the county or each
of the counties, if there be more than one, in which any land, o0il, or gas, or other
property which may be affected is situated.

RULE 1205 CONTENTS OF NOTICE OF HEARING

fsuch-noticel Published notices shall be issued in the name of "The State of New
Mexico" and shall be signed by the Director of the Division, and the seal of the
Commission shall be impressed thereon.

The notice shall specify whether the case is set for hearing before the Commission
or before a Divisicn Examiner and shall state the number and style of the case and the
time and place of hearing and shall briefly state the general nature of the order or
orders, rule or rules, regulation or regulations to be promulgated or effected. The
notice shall also state the name of the petitioner or applicant, if any, and unless the



ccntemplated order, rule, or regulation is intended to apply to and azffect the enzire
state, 1t shall specify or generally describe the common source or sources of supply
which may be affected by such order, rule, or requlation.
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RULE +4+=<202] 1206. PREPARATION OF NOTICES

After a motion or application is filed with the Division the notice —fex—reticest
required under Rule 1205 shall be prepared by the Division and {iseswiee—ard]} publication
thereof shall be taken care of by the Divisiocn without cost to the applicant.

RULE 1207. ADDITIONAL NOTICE REQUIREMENTS {New Rule Alternative No. 1)

(a} Each applicant for hearing before the Division or Commission shall give
additional notice as set forth below:

1. In cases of applications filed for compulsory pooling under Section 70-2-17
NMSA 1978, as amended, or statutory unitization under Section 70-7-1, et. seq.
NMSA 1978, as amended: Actual notice shall be given to each known individual
owning an uncommitted leasehold interest, an unleased and uncommitted mineral
interest, or royalty interest not subject to a pooling or unitization clause’
in the lands affected by such application which interest must be committed and
has not been voluntarily committed to the area proposed to be pooled or
unitized. Such individual notice in compulsory pooling or statutory
unitization cases shall be by certified mail (return receipt requested).

2. In cases of applications for hearing for approval of unorthocdox well
locations:

Actual notice shall be given to any offset operator in those adjoining
spacing/proration units of the same size that is adversely affected by the
proposed unorthodox location, or any potash operator in an adjoining proration
or spacing unit in the R-111-A area provided the subject well be clecser to
that potash operator than the closest standard location allows. Such notice
shall be given by certified mail (return receipt requested).

3. In the case of applications for the approval of any non-standard proraticn
unit:

Actual notice shall be given to all opérators owning a leasehold interest to
be excluded from the proration unit in the quarter-quarter section (for
40-acre pools or formations), the qguarter section (for 160-acre pools cr
formations) the half section (for 320-acre pools or formations), or in the
sectien (for 640-acre pools or formations) in which the non-standard unit is
located and to each operator on any proration unit, if there be such, or tract
which adjoins or corners such quarter-quarter, quarter, half, or whole
section. Such notice shall be by certified mail (return receipt requested).

4. In the case of applications for adoption of, or amendment of, special pool
rules:

Actual notice shall be given to all operators within the existing, or proposed
pcol boundaries and those of operators within one (1) mile of such boundaries.
Such notice may be provided by regular mail.

5. In the case of applications to amend R-111-A, the Potash-0il Area and Special
Rules, actual notice shall be given to any affected potash operator or oil or
gas operator or owner. Such notice shall be provided by certified mail
(return receipt requested).

6. In the case of applications for approval of downhole commingling of the
product cof multiple formations: Actual notice shall be given to all offset
cperators. Such notice shall be provided by regqular mail.
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In the case ©f anv other application which may diminish or adversely affect



royalty interests: Actual notice shall be givern to the applicant's zrcvalty
interest owners immediately affected. Such notice shell be prcvided bv
certified mail (return receipt requested).

At each hearing, the applicant shall cause to be made a matter of record,
either by testimony at the hearing or by an affidavit signed by applicant or
its authorized representative, that the notice provisions of this Rule 1207
have been complied with, that applicant has conducted a gocd-faith diligent
effort to £ind the correct address of all interested persons entitled to
receive notice, and that pursuant to Rule 1207, notice has been given at *hat
correct address as provided by rule. In addition, such certificate shall
contain the name and address of each interested perscn to whom such notice was
sent and, where proof of receipt 1s available, a copy of same.

Evidence of failure to provide notice as provided in this rule may, upon a
proper showing, be considered cause for reopening the case.

{b) Any notice required by this rule shall be to the last known address of the
party to whom notice is to be given at least 20 days prior to the date of hearing of the
application.

RULE 1207. ADDITIONAL NOTICE REQUIREMENTS (New Rule Alternative No. 2)

Each applicant for hearing before the Division or Commission shall give additicnal
notice to any party expected to be adversely affected by granting of the application,
any party whose interest would be pooled to form a spacing or proration unit, and any of
applicant's royalty owners immediately affected by the granting of the application.

The notice required by this rule shall be mailed at least 20 days prior to the date
of the hearing on the application.

At each hearing, the applicant shall cause to be made a matter of record, either by
testimony or by an affidavit signed by the applicant or its authorized representative,
the method used in determining the parties who received the additional notice required
by this rule, the names and addresses of all such parties and a statement or proof that
a good faith effort has been made to notify such parties of the purpose of the
application and the date and time of the hearing.

Evidence of failure to provide notice as provided in this rule may, upon a proper
showing, be considered cause for reopening the case.



