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We w i l l now go ahead and c a l l 

Case 8735, a p p l i c a t i o n o f t h e O i l C o n s e r v a t i o n D i v i s i o n on 

i t s own mo t i o n t o r e q u i r e D i v i s i o n a p p r o v a l o f a l l commer­

c i a l and c e n t r a l i z e d p i t s i n t h e San Juan B a s i n . 

T h i s i s t h e c o n t i n u a t i o n o f a 

case which was c a l l e d a t t h e l a s t Commission h e a r i n g . 

MR. TAYLOR: May i t please t h e 

Examiner, my name i s --

MR. STAMETS: How about Commis­

s i o n e r ? 

MR. TAYLOR: I mean t h e Commis­

s i o n e r , my name i s J e f f T a y l o r , Counsel f o r t h e O i l Conser­

v a t i o n D i v i s i o n . 

I b e l i e v e you m i s s t a t e d t h e 

number o f t h a t case. I ' ve g o t i t as 8835. 

MR. STAMETS: I'm s o r r y , 8835. 

MR. TAYLOR: And we have one 

w i t n e s s who needs t o be sworn. 

MR. STAMETS: I s t h i s a new 

w i t n e s s o r t h e same one t h a t was sworn l a s t time? 

MR. TAYLOR: The same one t h a t 

t e s t i f i e d l a s t t i m e . 

MR. STAMETS: F i n e . We w i l l 

not have t o re-swear Ms. B a i l e y . 
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Are there any new appearances 

i n t h i s case? 

MR. PADILLA: Mr. Commissioner, 

Ernest L. P a d i l l a o f Santa Fe, New Mexico, f o r BCO, Inc. 

MS. AUBREY: Mr. Commissioner, 

Karen Aubrey w i t h the law f i r m o f K e l l a h i n & K e l l a h i n , r e ­

presenting Tenneco O i l Company. 

We have no witnesses today. 

MR STAMETS: Thank you. 

Oh, before we begin, too, I'd 

l i k e t o introduce our new Chief Engineer, Vic Lyon, and ask 

tha t those o f you who are presenting e x h i b i t s today be sure 

Mr. Lyon gets a copy so t h a t he can a s s i s t the Commission i n 

i t s work today. 

JAMI BAILEY, 

being c a l l e d as a witness and having been p r e v i o u s l y sworn 

upon her oath, t e s t i f i e d as f o l l o w s , t o - w i t : 

DIRECT EXAMINATION 

BY MR. TAYLOR: 

Q Would you please s t a t e your name, employ­

er, and job d e s c r i p t i o n f o r the record, please? 

A I am Jami Bai l e y w i t h the Environmental 

Bureau o f the O i l Conservation D i v i s i o n here i n Santa Fe. 
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Q Ms. Ba i l e y , have you t e s t i f i e d p r e v i o u s l y 

before the Commission or i t s examiners and had your q u a l i f i ­

c a tions accepted? 

A Yes, I have. 

MR. TAYLOR: Mr. Commissioner, 

I tender the witness as an expert. 

MR. STAMETS: She's s t i l l q u a l ­

i f i e d . 

Q Ms. Bailey, would you please e x p l a i n t o 

the Commission, i d e n t i f y and e x p l a i n f o r the Commission what 

E x h i b i t One i s i n t h i s case today? 

A E x h i b i t One are propose special r u l e s and 

re g u l a t i o n s governing the di s p o s a l o f produced water, d r i l l ­

ing f l u i d s , d r i l l c u t t i n g s , and completion f l u i d s at commer­

c i a l or c e n t r a l i z e d p i t s , u t i l i z i n g ponds, p i t s , or below-

grade tanks w i t h i n McKinley County, Rio A r r i b a , Sandoval, 

and San Juan Counties. 

That was commercial or c e n t r a l i z e d f a c i l ­

i t i e s . 

Q Ms. Bailey, you t e s t i f i e d as the previous 

hearing regarding the proposed r u l e s and r e g u l a t i o n s f o r 

disposal of produced water. Would you e x p l a i n the d i f f e r ­

ences i n the proposed r u l e s which were presented today and 

those which were presented at the l a s t Commission hearing; I 

bel i e v e February 26th? 
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A Yes. Beginning w i t h Rul e 1. A p p l i c a b i l -

j-fcy-

This r u l e now includes d r i l l i n g f l u i d s 

and d r i l l c u t t i n g s as items disposed of at commercial or 

c e n t r a l i z e d f a c i l i t i e s and they are also c a r r i e d i n t o the 

subsequent r u l e s . 

At t h i s time I would l i k e t o recommend 

e l i m i n a t i o n o f Rule 2 because t h a t t o p i c i s e s s e n t i a l l y 

covered i n Rule 4, as w e l l as i n our general r u l e s . 

Rule 3 includes the d e f i n i t i o n s f o r 

d r i l l i n g f l u i d s and d r i l l c u t t i n g s . Rule 3(d) i s the d e f i n ­

i t i o n f o r d r i l l c u t t i n g s and Rule 3(e) i s the d e f i n i t i o n f o r 

d r i l l i n g f l u i d s . 

Rule 4(c) was changed May 1st. instead o f 

A p r i l 1 s t . 

Rule 5 now has the c l a r i f i c a t i o n of the 

types o f waste which may be received at commercial f a c i l i ­

t i e s , enumerating produced water, acides, completion f l u i d s , 

d r i l l i n g mud, et cetera. 

Parts o f Rule 6 were completely changed 

and now there i s a p r e s e n t a t i o n o f three options f o r the 

Commission t o consider. 

Rule 6(a) i s e s s e n t i a l l y the same as i t 

was but Rule 6(b) now r e q u i r e s OCD t o n o t i f y a p p l i c a n t s o f 

proposed c e n t r a l i z e d f a c i l i t i e s w i t h i n t h i r t y days o f r e -
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c e i p t o f a r e g i s t r a t i o n form, whether they w i l l need t o pro­

vide a d d i t i o n a l i n f o r m a t i o n . 

On March 1.8th we had a meeting w i t h mem­

bers of the Long Term Produced Water Study Committee and r e ­

ceived some valuable i n p u t from i n d u s t r y r e p r e s e n t a t i v e s . 

Option 1 was presented at t h a t meeting by 

i n d u s t r y r e p r e s e n t a t i v e s . I t provides a scoring mechanism 

i n which p i t s are ra t e d according t o the d a i l y volume, the 

TDS q u a l i t y o f the produced water, and depth t o groundwater. 

Only p i t s t h a t receive e x c l u s i v e l y produced water would be 

e l i g i b l e f o r using the r a t i n g scheme. 

A l l other c e n t r a l i z e d p i t s , except pipe­

l i n e d r i p p i t s , would a u t o m a t i c a l l y have r e g i s t r a t i o n forms. 

The D i v i s i o n r e t a i n s the p r e r o g a t i v e of 

r e q u i r i n g r e g i s t r a t i o n forms f o r p i t s i n which the l o c a t i o n , 

discharge, or other f a c t o r s , may provide inadequate protec­

t i o n o f groundwater. Each category, volume, q u a l i t y , and 

depth t o groundwater, have scores ranging from ] t o 5 w i t h 

the l e a s t hazardous f a c t o r s r e c e i v i n g the lower scores. 

Rule 6(d) i s i d e n t i c a l i n a l l the options 

and provides t h a t o f f - s i t e p i t s t h a t receive produced water 

under emergency water flow d r i l l i n g c o n d i t i o n s are exempt 

from f i l i n g a p i t r e g i s t r a t i o n form provided t h a t a p i t i s 

not located w i t h i n a water course or t h a t the base of the 

p i t i s greater than 10 fe e t above the water t a b l e . 
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The r u l e i s now w r i t t e n and f u r t h e r pro­

vided t h a t should such emergency c o n d i t i o n s p e r s i s t f o r a 

period i n excess of ten days permission t o continue disposal 

i n t o such p i t s h a l l be sought from the Aztec D i s t r i c t o f ­

f i c e . 

I would suggest at t h i s time t h a t t h a t 

p o r t i o n o f the r u l e i n a l l options be changed t o read "and 

f u r t h e r provided t h a t permission t o dispose i n t o such p i t 

s h a l l be sought from the Aztec D i s t r i c t o f f i c e " . 

That way the Aztec O f f i c e knows from day 

one t h a t o f f s i t e p i t s are being used f o r emergency disposal 

from d r i l l i n g o perations. 

Option 2 o f Rule 6 i s e x a c t l y the same as 

Option 1 except f o r the numerical r a t i n g t h a t the volume and 

the depth t o groundwater c a t e g o r i e s . 

At the Long Term Produced Water Study 

Committee Meeting the r a t i n g s were presented as suggestions 

or s t a r t i n g p o i n t s and i t was understood the D i v i s i o n would 

study them and suggest m o d i f i c a t i o n s f o r the r a t i n g s . 

Under both Option 1 and 2 p i t s t h a t 

scored 10 or less are exempt from the i n i t i a l r e g i s t r a t i o n 

process. 

Under Option 1 a p i t 11 f e e t t o ground­

water could receive 50 b a r r e l s a day o f 10,000 TDS water and 

be exempt from f i l i n g a p i t r e g i s t r a t i o n form. 
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Under Option 2 t h a t p i t t h a t receives 50 

b a r r e l s a day o f 10,000 TDS water and i s 11 feet t o ground­

water would be r e g i s t e r e d . Only the r a t i n g s f o r volume and 

depth t o groundwater were changed. 

Option 3 --

MR. STAMETS: Excuse me. 

A Yes. 

MR. STAMETS: On Option 2 what 

was the -- what was the volume again? 

A That was 50 b a r r e l s a day o f 10,000 TDS 

water 11 feet t o groundwater. 

MR. STAMETS: That was, I'm 

sorry , I thought t h a t was Option 1. 

A Under Option 1 t h a t p i t would not be reg­

i s t e r e d . 

MR. STAMETS: Okay. 

A Option 2, the p i t would be r e g i s t e r e d . 

MR. STAMETS: Okay. 

Q And I assume, Ms. Bail e y , t h a t i t ' s your 

f e e l i n g t h a t Option 2 i n t h a t s i t u a t i o n i s p r e f e r a b l e be­

cause i t would r e q u i r e the r e g i s t r a t i o n o f a p i t t h a t you 

see as a p o t e n t i a l problem. 

A There could be a p o t e n t i a l problem t o 

fresh water w i t h those circumstances. 

Q Okay, please continue. 
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A Option 3 i s an OCD proposal t h a t 

e l i m i n a t e s the need f o r a l l the c a l c u l a t i o n s . I t ' s simple 

and easier t o understand. 

This o p t i o n gives a f l a t 16-barrel per 

day exemption f o r disposal o f only produced water at 

c e n t r a l i z e d f a c i l i t i e s provided t h a t the p i t i s not located 

w i t h i n a water course or i s not w i t h 10 f e e t t o groundwater. 

This 16-barrel per day exemption i s 

co n s i s t e n t w i t h Order Number R-3221, which regulates pro­

duced water disposal i n Lea, Chaves, Roosevelt and Eddy 

Counties i n southeast New Mexico. 

I t i s a f i g u r e which i s already 

es t a b l i s h e d f o r a c c o u n t a b i l i t y o f volume and i t i s also 

c o n s i s t e n t w i t h Option 2 concentrations up t o 5000 TDS. 

Both Option 2 and Option 3 would be good 

mechanisms f o r operators t o decide i f a c e n t r a l i z e d p i t t h a t 

receives only produced water needs t o be r e g i s t e r e d . 

Option 2 takes i n t o account the major 

f a c t o r s involved i n a f i r s t glance at e v a l u a t i o n o f the 

impact t o the p i t on groundwater and I appreciate the e f f o r t 

o f the i n d u s t r y members one which t h i s o p t i o n was based; 

however, i n order t o a c c u r a t e l y use the r a t i n g scheme, the 

operator must know the highest TDS o f a l l sources o f 

produced water and the depth t o groundwater, f i g u r e s which 

may not be r e a d i l y a v a i l a b l e on a l l c e n t r a l i z e d p i t s i n 
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An added burden may be added t o the oper­

at o r s i f e i t h e r o f these options i s adopted. 

Option 3 e l i m i n a t e s the need f o r t h a t 

type o f research and the possible confusion t h a t the r a t i n g 

scheme could generate. I n Option 3 the operator only needs 

to know the maximum d a i l y d i s p o s a l f o r the c e n t r a l i z e d p i t 

and the OCD f e e l s t h a t the volume o f 16 b a r r e l s , which es­

t a b l i s h e d f o r southeast New Mexico and i s equivalent t o one 

b a r r e l from each 40-acre t r a c t i n a f u l l y developed s e c t i o n , 

i s a reasonable c u t o f f f i g u r e f o r required f i l i n g o f a p i t 

r e g i s t r a t i o n form. 

I n areas where t h a t volume could present 

a t h r e a t t o groundwater, the OCD r e t a i n s the o p t i o n o f r e ­

q u i r i n g t h a t a form be f i l e d w i t h i n 30 days n o t i f i c a t i o n . 

To continue w i t h the changes i n these 

proposed r u l e s , Rule 7 has been changed i n i t s wording but 

e s s e n t i a l l y c a r r i e s the same requirements as i t d i d at the 

previous hearing. 

Rule 7(b) now o u t l i n e s the c r i t e r i a which 

the D i v i s i o n w i l l determine whether the f a c i l i t i e s may pre­

sent a t h r e a t o f groundwater contamination, and Rule 7(c) 

o u t l i n e s the procedure t o be used by the D i v i s i o n i f f a c i l ­

i t y use may threa t e n water s u p p l i e s . 

To summarize t h i s procedure, the p i t 
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r e g i s t r a t i o n form i s f i l l e d out, then a d d i t i o n a l i n f o r m a t i o n 

i s requested. 

T h i r d , the D i v i s i o n n o t i f i e s the owner-

operator of i t s s p e c i f i c concerns and i n v i t e s them t o con­

s u l t w i t h the D i v i s i o n t o i n i t i a t e the changes we f e e l are 

necessary. 

Rule 7(d) states t h a t upon a showing t h a t 

the f a c i l i t y does not present a hazard t o f r e s h water, the 

D i r e c t o r w i l l a d m i n i s t r a t i v e l y approve the f a c i l i t y , and 

Rule 7(e) states t h a t i f no agreement i s reached, the D i v i ­

sion w i l l issue a second n o t i c e s p e c i f y i n g the p o t e n t i a l 

t h r e a t t o f r e s h water. 

The operator may then request a hearing 

w i t h i n t h i r t y days. 

Q Ms. B a i l e y , would you now summarize the 

reasons why these r u l e s are necessary and the r u l e of the — 

out o f the three o p t i o n s , the one t h a t i s p r e f e r r e d by the 

D i v i s i o n and why? 

A Yes. F i r s t o f f , the O i l Conservation 

D i v i s i o n and Commission i s r e q u i r e d t o regulate the d i s p o s i ­

t i o n o f water produced or used i n connection w i t h d r i l l i n g 

f o r or producing o f o i l or gas, or both; and t o d i r e c t sur­

face or subsurface disposal o f such water i n such a manner 

t h a t w i l l a f f o r d reasonable p r o t e c t i o n against contamination 

of f r e s h water supplies as designated by the State Engineer. 
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There i s much production o f crude o i l and 

n a t u r a l gas i n northwestern New Mexico t h a t i s accompanied 

by the co-production o f produced water. Completion f l u i d s , 

p a r t i c u l a r l y s a l t s o l u t i o n s , b r i n e s and acids may contain 

high concentrations o f c h l o r i d e s , a h i g h l y mobile contamin­

ant o f f r e s h water, and other c o n s t i t u e n t s t h a t can increase 

TDS beyond acceptable l e v e l s . 

Waste f l u i d s disposed of i n unlined p i t s 

t r a n s p o r t any included dissolved contaminant load i n t o the 

subsurface. 

The r e l a t i v e l y greater volume o f fresh 

water contaminants found at commercial and c e n t r a l i z e d d i s ­

posal f a c i l i t i e s presents the p o t e n t i a l f o r the greater v o l ­

ume o f contaminant movement i n t o the subsurface and fre s h 

water s u p p l i e s . 

The D i v i s i o n seeks t o p r o h i b i t and/or 

l i m i t d i s p o s i t i o n o f o i l f i e l d r e l a t e d f l u i d s at such f a c i l ­

i t i e s as may be necessary against contamination o f fre s h 

water s u p p l i e s . I n order t o a f f o r d reasonable p r o t e c t i o n 

against contamination o f f r e s h water supplies as designated 

by the State Engineer, the disposal or storage o f produced 

water, d r i l l c u t t i n g s , d r i l l i n g f l u i d or completion f l u i d s 

at commercial or c e n t r a l i z e d surface c o l l e c t i o n or disposal 

f a c i l i t i e s i n any unautorized p i t , pond, lake, or depres­

sio n , or i n any stream bed, arroyo, water source, or i n any 
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other place or i n any other manner, such f a c i l i t i e s which 

may c o n s t i t u t e a hazard t o f r e s h water supplies, should be 

p r o h i b i t e d . 

OCD Order Number R-794Q requires surface 

disposal f a c i l i t y approval f o r produced water removed from 

or disposed o f or stored i n the defined vulnerable area of 

the San Juan Basin, but no method e x i s t s f o r r e p o r t i n g the 

disposal l o c a t i o n s f o r produced water regulated by t h a t o r ­

der . 

I n a d d i t i o n , the s i t u a t i o n can occur 

where produced water from the vulnerable area i s disposed o f 

or stored i n an approved p i t side by side a p i t not r e q u i r ­

ing approval and r e c e i v i n g produced water and other o i l 

f i e l d f J u i d s from outside the vulnerable area. This s i t u a ­

t i o n i s undesirable i n t h a t i t does not provide the same de­

gree o f p r o t e c t i o n t o f r e s h water under equivalent condi-

t ions. 

The O i l Conservation D i v i s i o n does not 

have s u f f i c i e n t s t a f f t o assure t h a t nonapproved f a c i l i t i e s 

are not r e c e i v i n g produced water from the vulnerable area. 

The presence o f crude o i l p r e s e n t l y found 

on the surface i n many produced water p i t s i n d i c a t e s the 

possible waste o f o i l . The required use o f skimmer ponds or 

tanks at approved commercial evaporation p i t f a c i l i t i e s 

would prevent the waste o f o i l . The a v a i l a b i l i t y of county 
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l a n d f i l l lagoons f o r produced water disposal i s l i m i t e d . To 

assure that, produced water, d r i l l c u t t i n g s , d r i l l i n g f l u i d s , 

and completion f l u i d s which may be trucked or otherwise 

moved out of an area are not disposed o f or stored i n the 

manner which represents a t h r e a t t o fre s h water, a l l commer­

c i a l disposal or c o l l e c t i o n f a c i l i t i e s should be approved 

and appropriate c e n t r a l i z e d disposal or c o l l e c t i o n f a c i l i ­

t i e s should be r e g i s t e r e d and when necessary, approved. 

Q Now, Ms. Ba i l e y , the second p a r t of the 

question was which o f the options does the D i v i s i o n p r e f e r 

and why i s t h a t a p r e f e r a b l e option? 

A The D i v i s i o n p r e f e r s Option 3, which 

gives the f l a t 16-barrel exemption f o r c e n t r a l i z e d surface 

disposal or c o l l e c t i o n f a c i l i t i e s . 

That o p t i o n i s p r e f e r a b l e because i t i s 

simple. I t i s obvious. I re q u i r e s no e x t r a o r d i n a r y e f f o r t s 

on the p a r t s o f the operators t o determine what the depth t o 

groundwater i s , what the TD — TDS i s o f the highest — the 

highest TDS o f a l l sources o f f l u i d t o t h a t p i t . I t i s sim-

ple i n t h a t they o n l y need t o know the volume which goes i n ­

t o t h a t p i t on a d a i l y basis at the highest d a i l y r a t e . 

I t e l i m i n a t e s confusion. 

Q Thank you. Do you have anything f u r t h e r 

t o add t o your testimoy? 

A No. 
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MR. TAYLOR: Mr. Commissioner, 

t h a t ' s a l l our testimony i n t h i s case. We o f f e r — 

MR. KELLEY: May I ask one 

question? 

MR. TAYLOR: Sure. I would 

move the admission o f E x h i b i t One. 

MR. STAMETS: We'll admit Exhi­

b i t One. 

Mr. K e l l e y . 

CROSS EXAMINATION 

BY MR. KELLEY: 

Q On Option 3, I t h i n k there's one other 

t h i n g the operator has t o know and t h a t ' s whether the 

groundwater i s a c t u a l l y 10 feet below the bottom o f the p i t , 

and I'm not sure t h a t ' s always a v a i l a b l e from the geologic 

i n f o r m a t i o n i n some of these l e t t e r s . 

A That's t r u e ; however, f i n d i n g out i f i t s 

10 f e e t t o groundwater i s a l o t simpler than f i n d i n g out i f 

i t ' s 100 fe e t t o groundwater or 80 fe e t t o groundwater. 

That can be done w i t h the use o f a backhoe, i f necessary. 

BY MR. STAMETS: 

Q 

CROSS EXAMINATION 

Ms. Bail e y , I'd l i k e t o run through some 
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of these r u l e s . I've had a chance t o review these, and I 

may have some suggestions here, and l e t me see i f my percep­

t i o n i s the same as -- as what you've proposed. 

We s t a r t w i t h Rule 1 and take the next t o 

the l a s t l i n e , would i t be appropriate i f the word " s o l e l y " 

would be i n s e r t e d a f t e r the word "subject"? 

A So these r u l e s s h a l l not apply t o those 

f a c i l i t i e s which are subject s o l e l y t o r e g u l a t i o n under the 

r u l e s and r e g u l a t i o n s o f the New Mexico WQCC? 

Q Right. 

A I would have no problem w i t h t h a t . 

Q Okay. Let's go t o Rule 4, then, under 

( c ) , was i t your i n t e n t i o n i n t h i s r u l e t h a t the operator of 

any e x i s t i n g unapproved commercial c o l l e c t i o n or disposal, 

f a c i l i t y would n o t i f y the D i v i s i o n o f the l o c a t i o n o f t h a t 

f a c i l i t y ? 

A Yes. 

Q Okay. Perhaps t h a t language might be 

modified t o r e f l e c t t h a t more c l o s e l y . 

Let me, i n Rule 5, the l a s t l i n e on page 

2, i t seems perhaps as though the word " f a c i l i t y " should be 

s u b s t i t u t e d f o r " p i t " . 

A I ' l l agree w i t h t h a t one, too. 

Q And then i n the f o l l o w i n g sentence, such 

records, perhaps instead o f "are t o " i t should say " s h a l l " . 
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A That sounds good t o me. 

Q The end o f t h a t l i n e at the top o f page 

three, perhaps the word " f l u i d " should be e l i m i n a t e d since 

there are other m a t e r i a l s here besides f l u i d s . 

A Yes. 

Q I n the f i r s t o p t i o n t o the Rule 6, take 

the end o f the second l i n e t h a t says "only produced water 

t h a t " , cross out " t h a t ' , add i n "which f a c i l i t i e s score", 

cross out "receive," would t h a t make t h a t more readable? 

A To read "The requirement f o r f i l i n g a p i t 

r e g i s t r a t i o n form s h a l l not apply t o those p i t s or f a c i i t i e s 

r e c e i v i n g only produced water" — 

Q Uh-huh, "which f a c i l i t i e s score a numeri­

ca l index of 10 or l e s s . . . " 

A Okay. That makes t h a t c l e a r . 

Q The one, two, th r e e , f o u r , f i f t h l i n e , 

"the D i v i s i o n " , perhaps t h a t should be D i v i s i o n D i r e c t o r , 

"to the owner/operator o f any such p i t s " . . . 

A C e r t a i n l y 

Q And I'm confused. You t o l d me something 

about (d) th e r e , r e l a t i v e t o emergency c o n d i t i o n s . Could 

you go over t h a t again, please? 

A A l l r i g h t , the language now reads "per­

mission t o continue disposal i n t o such p i t s h a l l be sought 

from the Aztec D i s t r i c t O f f i c e . " 
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That should be changed t o read — I ' l l 

get back t o my notes here, "and f u r t h e r provided t h a t per­

mission t o dispose i n t o such p i t s h a i l be sought from the 

Aztec D i s t r i c t O f f i c e . " 

Q Okay, now where i t ' s d e a l i n g w i t h an 

emergency d r i l l i n g c o n d i t i o n , and t h a t p i t was -- i n a l l 

l i k e l i h o o d would be l o c a t e d at the w e l l s i t e , why do we need 

t h i s rule? 

A Because under emergency water flow condi­

t i o n s i t i s not unusual f o r other p i t s i n the area t o be 

used f o r disposal o f t h a t produced water. 

We are only r e f e r r i n g t o those o f f - s i t e 

p i t s under t h i s o p t i o n , under t h i s r u l e . 

So i t would only be f o r o f f - s i t e disposal 

and o f f - s i t e p i t s t h a t receive the excess water flow. 

I've been t o l d o f s i t u a t i o n s where every 

p i t i n the area i s f i l l e d . 

Q Okay. A l l r i g h t . Moving along, under 

the l a s t paragraph o f t h a t r u l e on page 4, f o r consistency 

i t would seem t h a t the two words "mud et cetera" at the end 

of the second l i n e should perhaps be changed t o " f l u i d s or 

d r i l l c u t t i n g s " . 

A Yes. 

Q And the next l i n e s h a l l instead o f "auto­

m a t i c a l l y " i n s e r t "be r e q u i r e d t o " and then I t h i n k the l a s t 
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l i n e there saying " c l e a r l y i n d i c a t i n g the types and volumes 

of f l u i d s " i s probably unnecessary. 

A number of those changes would be the 

same under e i t h e r o f those two o p t i o n s , and then Option 3, 

Rule 6(c) one, two, t h r e e , f o u r , f i v e , the s i x t h l i n e , per­

haps D i v i s i o n D i r e c t o r i s the appropriate place t o give 

w r i t t e n n o t i c e , as opposed t o the D i v i s i o n . 

A Yes. I would c e r t a i n l y agree w i t h t h a t . 

Q I'm a l i t t l e concerned, Ms. Bailey, that, 

these r u l e s don't r e a l l y s p e l l out the t h a t the D i v i s i o n 

should move promptly i f there i s a s i t u a t i o n where ground­

water r e a l l y i s threatened by the — by any e x i s t i n g or — 

an e x i s t i n g commercial or c e n t r a l i z e d disposal or storage 

f a c i l i t y . 

I wonder i f we need a ru3e 8 i n there 

which would say something t o the e f f e c t t h a t nothing i n 

these r u l e s s h a l l p r o h i b i t the D i v i s i o n from t a k i n g immed­

i a t e a c t i o n t o suspend the use o f any commercial or c e n t r a ­

l i z e d disposal or storage f a c i l i t y and r e q u i r e the removal 

o f f l u i d s and m a t e r i a l therefrom when such suspension or r e ­

moval i s necessary t o p r o t e c t f r e s h water. 

A I t h i n k t h a t i s an e x c e l l e n t idea. We 

need t o have t h a t r u l e . 

MR. STAMETS: Are there other 

questions o f t h i s witness? 
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Mr. Pearce. 

MR. PEARCE: Thank you. 

CROSS EXAMINATION 

BY MR. PEARCE: 

Q My questions a r i s e from one of the 

changes which was j u s t suggested by the Chairman o f the 

Commission, and i f I could, Ms. Bailey, I'd l i k e f o r you t o 

walk through a process w i t h me and i t r e l a t e s t o those 

f a c i l i t i e s which are regulated by the O i l Conservation 

D i v i s i o n as a c o n s t i t u e n t agency o f the Water Q u a l i t y 

Control Commission, so those are the ones t h a t I'm t a l k i n g 

about. 

My concern i s t h a t i t i s my understanding 

t h a t those f a c i l i t i e s are regulated under r e a l l y two sets of 

a u t h o r i t y . They are regulated by the O i l Conservation D i v i ­

sion because they receive produced water and t h a t produced 

water i s e x c l u s i v e l y w i t h i n the j u r i s d i c t i o n o f the O i l Con­

se r v a t i o n D i v i s i o n . 

They are regulated under the terms and 

con d i t i o n s o f the Water Q u a l i t y Control Commission regula­

t i o n s because they do receive some water and produce some 

l i q u i d waste which i s not produced water and t h e r e f o r e not 

w i t h i n the e x p l i c i t j u r i s d i c t i o n and c o n t r o l o f the O i l Con­

se r v a t i o n D i v i s i o n . 
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I s t h a t your understanding? 

A Yes. Yes, i t would be. 

Q My concern, and I address the question t o 

you and I c e r t a i n l y want t o exclude any comment, but i f you 

i n s e r t the word " s o l e l y " i n t o Rule J, I no longer am sure 

t h a t , f o r instance, n a t u r a l gas processing p l a n t s w i l l not 

be subject t o dual r e g u l a t i o n again, which we have t r i e d t o 

avoid, I thought, and I say t h a t because those f a c i l i t i e s 

w i l l now be forced t o f i l e discharge plans under the Water 

Q u a l i t y Control Commission r e g u l a t i o n s a p p l i e d by t h i s 

agency as a c o n s t i t u e n t agency, and they w i l l be required t o 

comply w i t h the terms o f t h a t r u l e . I s t h a t your understan­

ding? 

A The WQCC discharge plans, as we enforce 

them, cover areas where produced water may be in v o l v e d . 

There i s no superseding o f r e g u l a t i o n s of WQCC over the OCD. 

I t i s a matter o f using the same c r i t e r i a f o r the discharge 

standards so t h a t there would not be any c o n f l i c t o f proce­

dure i n t h a t area. 

Q And th a t was also my understanding the 

way I read the l a s t sentence o f Rule Mo. 1 before the sug­

gested change was t h a t i f a f a c i l i t y was regulated under the 

r u l e s and r e g u l a t i o n s o f the Water Q u a l i t y Control Commis­

sion, i t would not, f o r instance, have t o f i l e p i t r e g i s t r a ­

t i o n s under t h i s order. 
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A That's the way i t was w r i t t e n . 

Q But i t sounds t o me as i f i n s e r t i n g the 

word " s o l e l y " i n t o t h a t sentence would place t h a t a d d i t i o n a l 

a d m i n i s t r a t i v e burden on the operator o f t h a t f a c i l i t y . 

A Because we have not asked f o r a l l — f o r 

discharge plans from a l l f a c i l i t i e s which are regulated by 

the WQCC i s simply a matter o f p r i o r i t i e s and time on our 

p a r t . Those f a c i l i t i e s which have not been requested t o 

f i l e a discharge plan or have not already f i l e d a discharge 

plan, would be r e q u i r e d t o f i l e the p i t r e g i s t r a t i o n form. 

Q I t i s your understanding o f t h a t sentence 

w i t h the proposed change i s t h a t i f a f a c i l i t y has f i l e d and 

received approval o f a discharge plan under the Water Qual­

i t y Control Commission r e g u l a t i o n s , t h a t i t would not be 

forced t o comply w i t h t h i s proposed order, i s t h a t c o r r e c t ? 

A That i s c o r r e c t . 

Q I — i t may not be proper, but I'd l i k e 

t o express an o p i n i o n t h a t I don't t h i n k t h a t ' s what t h a t 

says, and I'm pleased t o hear you say t h a t t h a t ' s what you 

inte n d j u s t because we'd r a t h e r avoid d u p l i c a t e a d m i n i s t r a ­

t i v e procedures, i f we can avoid them. 

My concern i s t h a t a processing p l a n t , 

fo r instance, which had an approved discharge plan, the word 

" s o l e l y " excludes t h a t f a c i l i t y from the exemption because 

i t i s regulated under the Water Q u a l i t y Control Commission 
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r e g u l a t i o n s f o r two reasons, and not s o l e l y the Water Qual­

i t y Control Commission r e g u l a t i o n s , and so I t h i n k t h a t pre­

sents a problem. 

Having -- having brought t h a t problem up, 

I would say t h a t on behalf o f El Paso Natural Gas Company 

and Meridian O i l Company, t h a t my c l i e n t s are g e n e r a l l y i n 

favor of Option No. 3. Our p o s i t i o n i s t h a t i t does i n f a c t 

add a d m i n i s t r a t i v e s i m p l i c i t y and X t h i n k j u s t g e n e r a l l y i n 

favor o f i t . 

Thank you. 

MR. STAMETS: Mr. Pearce, you 

di d p o i n t out an i n t e r e s t i n g issue there and I can see what 

you're g e t t i n g a t . Hana on a second. 

I f something l i k e t h i s were 

added t o t h a t , take out the word " s o l e l y " , t h a t then we'd 

t a l k about f a c i l i t i e s possessing a discharge plan approved 

by the D i v i s i o n , which plan included p r o v i s i o n s f o r disposal 

of produced water, would t h a t take care o f your concern? 

MR. PEARCE: May I have tha t 

language once again? 

MR. STAMETS: Okay. We've been 

t a l k i n g here i t s h a l l not apply t o a f a c i l i t y approved under 

WQCC r e g u l a t i o n s i f those f a c i l i t i e s possessed an approved 

discharge plan approved by the D i v i s i o n and t h a t plan i n ­

cluded p r o v i s i o n s f o r disposal of produced water. 
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The t h i n g I'm concerned about 

here i s we might have a f a c i l i t y somewhere else t h a t i s ap­

proved f o r God knows what by the EID and people are ha u l i n g 

produced water t o t h a t , you know. I n my view t h a t ' s not — 

t h a t ' s not an appropriate t h i n g t o have done and I don't 

t h i n k we can give away t h a t s o r t of j u r i s d i c t i o n but i f 

we're approving i t under WQCC r e g u l a t i o n s and the plan d i d 

deal w i t h produced water, t h a t some t h i n g l i k e t h a t would be 

app r o p r i a t e . 

MR. PEARCE: I'm not sure t h a t 

you could ever have a f a c i l i t y regulated under the Water 

Q u a l i t y Control Commission r e g u l a t i o n s which would not deal 

w i t h the disposal o f f l u i d s at the f a c i l i t y . I thought 

t h a t ' s a l l . those r e g u l a t i o n s d e a l t w i t h . 

I hope we are a l l a p p r e c i a t i n g 

each others concern, Mr. Chairman. Our concern i s t h a t the 

tim e t a b l e set f o r t h i n t h i s order f o r approval and a c t i o n 

has been kicked i n t o place. For instance, a processing 

p l a n t on which you have not yet requested a discharge plan, 

then we're going t o have t o much more q u i c k l y than — than 

would a l l o w us t o do a thorough j ob, we're going t o have t o 

jimmy something t o get (not c l e a r l y understood) o f p i t reg­

i s t r a t i o n on the p i t s i n t h a t f a c i l i t y when i n f a c t I t h i n k 

we a l l recognize t h a t t h a t i s s u b s t a n t i a l l y a more compli­

cated s i t u a t i o n . 
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MR. KELLEY: M r . Pea rce . 

MR. PEARCE: Yes, s i r . 

MR. KELLEYt Are there two con­

cerns here? One, kind o f l i k e a grandfather clause f o r 

those f a c i l i t i e s under EID r e g u l a t i o n r i g h t now and then a 

time frame f o r new p i t r e g i s t r a t i o n s ? 

MR. PEARCE: The — there i s a 

time concern about the p i t r e g i s t r a t i o n s i n a d d i t i o n t o the 

simple g r a n d f a t h e r i n g , though, r a t h e r than j u s t grandfather­

in g present f a c i l i t i e s , we are concerned about having f a c i ­

l i t i e s subject t o two sets o f r e g u l a t i o n s . 

MR. STAMETS: Mr. Boyer i s i n 

the audience. I'd ask him i f he's got any comments on t h i s 

or suggestions. 

MR. BOYER: Well, I ' l l t r y t o 

c l a r i f y a couple o f t h i n g s . 

I t i s not the i n t e n t o f the En­

vironmental Bureau s t a f f t o have dual r e g u l a t i o n s i n t h i s 

instance. I f there i s a f a c i l i t y such as a na t u r a l gas pro­

cessing p l a n t , such as El Paso Natural Gas and some o f these 

other f o l k s have, i t i s not my i n t e n t t o have t h i s p a r t i c u ­

l a r order apply t o such f a c i l i t i e s , even though they may-

have produced water. 

I f e e l t h a t the discharge p l a n t 
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Now, as f a r as i f i t wasn't ~— 

i f they were subject t o t h i s order, then since they do have 

produced water, yes, they'd have t o — I t h i n k they would 

have t o f i l e the form. I t h i n k the order would i n d i c a t e 

such was the case. 

I t i s my i n t e n t i o n i f I f i n d a 

problem at a p a r t i c u l a r f a c i l i t y t o r e q u i r e a discharge plan 

t h a t addresses not only these discharges but any other d i s ­

charges t h a t may impact groundwater and I b e l i e v e t h a t the 

Bureau needs t o have the f l e x i b i l i t y t o take a look at each 

one of those f a c i l i t i e s i n d i v i d u a l l y and t o request a d i s ­

charge plan a f t e r — a f t e r we look at i t r a t h e r than j u s t 

r e q u i r i n g a j e r r y - r i g g e d form s u b m i t t a l l i k e Mr. Pearce i n ­

di c a t e d . 

So I would support whatever 

changes t o the language would be necessary t o e l i m i n a t e t h i s 

p a r t i c u l a r confusion given the f a c t t h a t we do have a p r i o r ­

i t y l i s t that, from l o o k i n g at the discharge from the n a t u r a l 

gas processing f a c i l i t i e s and I would want not — would not 

want t h a t t o get mixed up w i t h the f a s t f i l i n g o f forms. 

MR. STAMETS: So, Mr. Boyer, 

what you're saying b a s i c a l l y i s t h a t i f there i s a f a c i l i t y 

which the O i l Conservation D i v i s i o n would be approving at 

some p o i n t , approving t h e i r discharge plan under WQCC regu 
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l a t i o n s , i t would not be your i n t e n t t h a t t h a t f a c i l i t y be 

required t o f i l e under these rule;; — 

MR. BOYER: Yes, s i r , that i? 

co r r e c t . 

MR. STAMETSs — be required t o 

f i l e under WQCC r u l e s . 

MR. BOYER: Yes, s i r , when they 

are requested t o submit a discharge plan. 

Again we have t h a t f l e x i b i l i t y 

under the cu r r e n t WQCC ru l e s which has been exercised very 

r e c e n t l y t o request a discharge plan when we f e e l there's a 

problem at a s i t e . 

MR. STAMETS: Let me suggest, 

then, t h a t i f we don't hear any o b j e c t i o n s t o t h a t p o l i c y , 

that you work w i t h Mr. Pearce t o come up w i t h some — gome 

language f o r Rule 1 which would s p e l l out that, a l i t t l e more 

c l e a r l y . 

MR. TAYLOR: Mr. Chairman, I 

might p o i n t out t h a t (not c l e a r l y understood) look a t i t , we 

might want t o change i n t h a t sentence the word " r u l e s " , "the 

ru l e s s h a l l not apply" t o something more s p e c i f i c , such as 

the p i t r e g i s t r a t i o n requirement s h a l l not apply, because 

Mr. Boyer may at some l a t e r time want, t o re q u i r e p i t r e g i s ­

t r a t i o n a f t e r they review the s i t u a t i o n ? i f the r u l e s d i d n ' t 

apply t h a t might cause a problem. 
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MR. STAMETS: That sounds good, 

MR. PEARCE: Thank you, Mr, 

Chairman, I have nothing f u r t h e r . 

MR. STAMETS: Ms, Aubrey. 

MS. AUBREY: Thank you Mr. Sta­

mets . 

CROSS EXAMINATION 

BY MS. AUBREY: 

Q Ms. Bailey, I want t o ask you a couple o f 

questions on your proposal No. 2, Option No. 2. 

As I read i t , t h i s i s s i m i l a r t o Option 

No. 1 since the proposal numbers under volume and depth t o 

groundwater haven't changed. 

A That i s c o r r e c t . 

Q Under your Option No. 2 i f a p i t receives 

5 b a r r e l s o f water i t would then receive a 1 under volume. 

A That's r i g h t . 

Q And i f the water had a TDS q u a l i t y o f 

5000-to-l t o 10,000 TDS, i t would then receive a 4, i s t h a t 

c o r r e c t ? 

A That i s c o r r e c t . 

Q And i f the p i t were i n the 11 t o 50 fe e t 

depth t o groundwater, i t would receive a 6. 

A That's r i g h t . 
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Q That t o t a l s 11 so t h a t p i t would need t o 

be r e g i s t e r e d , i s t h a t c o r r e c t ? 

A That i s c o r r e c t , 

Q Under Order 7940 a p i t which received 5 

b a r r e l s or less o f water, less than 10,000 TDS, and at l e a s t 

10 feet above the water t a b l e , or 11 f e e t , would not have t o 

be covered by 7940, i s t h a t c o r r e c t ? 

A 7940 app l i e s only t o the vulnerable area. 

This, these r u l e s do not apply t o the vulnerable area. 

Q Let me ask you my question about the v u l ­

nerable area. 

Under 7940 i n the vulnerable area a p i t 

which had the c r i t e r i a we've j u s t described under your Op­

t i o n No. 2 would not even be covered by the — by 7940 by 

the vulnerable area r u l e s . 

A Uh-huh. 

0 I s t h a t c o r r e c t ? 

A Yes. 

Q But t h a t same p i t would have t o be r e g i s ­

tered i n the non-vulnerable area. 

MS. AUBREY: That's a l l I have. 

MR. STAMETS: You're not going 

t o t e l l us t h a t you p r e f e r any o f these options over any o f 

the others? 

MS. AUBREY: Well, Mr. Stamets, 
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or I can make i t at the end of 

MR. STAMETS: Okay, t h a t ' s 

Anything f u r t h e r ? 

MR. TAYLOR: I have another 

REDIRECT EXAMINATION 

BY MR. TAYLOR: 

Q Ms. Bail e y , as t o Option 1, do you be­

l i e v e the numerical r a t i n g s on t h a t o p t i o n are adequate t o 

pr o t e c t f r e s h water? 

A No, I do not. That i s the reason t h a t 

those r a t i n g s have been modified i n Option 2. 

We f e l t t h a t i t was important t o be able 

t o cover p i t s t h a t received 10,000 TDS, are 11 fe e t t o 

groundwater, w i t h 50 b a r r e l s , we f e l t t h a t those f i g u r e s 

t h a t I gave i n the o r i g i n a l testimony needed t o be covered 

and t h a t i s why Option 2 was brought about. 

Q And, Ms. Bail e y , simply because a p i t r e ­

quires a r e g i s t r a t i o n form does not i n f e r t h a t there w i l l be 

some k i n d o f massive r e g u l a t i o n about t h a t , i s n ' t t h a t cor­

r e c t ; t h a t they merely f i l e the form f o r the knowledge o f 

the D i v i s i o n o f the p i t ? 
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A That i s c o r r e c t , 

Q Thank you. 

MR. STAMETS; Any other ques­

t i o n s of the witness? 

She may be excused. 

Anybody have any c l o s i n g s t a t e ­

ments? 

Ms. Aubrey? 

MS. AUBREY: Thank you. 

On behalf o f Tenneco O i l Com­

pany I would f i r s t l i k e t o thank the s t a f f and p a r t i c u l a r l y 

Ms. Bai l e y and Mr. Boyer f o r the amount o f time they've 

spent w i t h i n d u s t r y considering the concerns which i n d u s t r y 

has about these r e g i s t r a t i o n forms. 

t i o n Ko. 1 because we b e l i e v e t h a t i t gives the operator the 

o p p o r t u n i t y t o dispose o f water which does not have a s i g n i ­

f i c a n t l y high TDS i n p i t s which are not — which are shallow 

t o groundwater. 

s t r i n g e n t than Option No. 1 and i n our op i n i o n creates regu­

l a t i o n i n the non-vulnerable area which i s more s t r i n g e n t 

than t h a t i n the vulnerable area. 

Both Option No. 1 and Option 

No. 2, o f course, w i l l r e q u i r e the operator t o determine 

Tenneco O i l Company p r e f e r s Op-

Option No. 2 i s c l e a r l y more 
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depth t o groundwater before disposing o f produced water i n a 

p i t . 

As Ms. Bail e y s a i d . No. 3 i s 

the easiest t o comply w i t h because the c a l c u l a t i o n s are sim­

p l e r . The problem t h a t Tenneco has w i t h No. 3 i s t h a t i t 

does not permit the disposal o f a t r u c k l o a d o f water i n the 

non-vulnerable area. 

We would propose Option No. 1 

be adopted by the Commission on an i n t e r i m basis f o r a year 

t o a l l o w the D i v i s i o n s t a f f t o examine the p i t r e g i s t r a t i o n 

forms f o r those p i t s t h a t must be r e g i s t e r e d and t o put t o ­

gether an analysis o f the i n f o r m a t i o n received on depth t o 

groundwater and TDS l e v e l s , not. only from the vulnerable 

area, but also from the non-vulnerable area. We b e l i e v e 

t h a t by having the operators provide t h i s i n f o r m a t i o n t o the 

D i v i s i o n i n the event an operator wants t o use o f f - s i t e d i s ­

posal i t w i l l give the D i v i s i o n more i n f o r m a t i o n than i t has 

now about the l o c a t i o n o f those p i t s and the possi b l e t h r e a t 

t o groundwater, w h i l e a t the same time p r o t e c t i n g ground­

water by p r o h i b i t i n g disposal o f high TDS water at hi g h v o l ­

umes at shallow depth t o groundwater. 

MR. STAMETS: Are there other 

c l o s i n g statements? Any comments? 

Being none, t h i s case w i l l be 

taken under advisement. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO HEREBY 

CERTIFY the foregoing T r a n s c r i p t o f Hearing before the O i l 

Conservation D i v i s i o n (Commission) was reported by me? t h a t 

the said t r a n s c r i p t i s a f u l l , t r u e , and c o r r e c t record o f 

the hearing, prepared by me t o the best o f my a b i l i t y . 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 
STATE LAND OFFICE BLDG. 
SANTA FE, NEW MEXICO 

26 February 1986 

COMMISSION HEARING 

IN THE MATTER OF: 

A p p l i c a t i o n o f the O i l Conservation CASE 
D i v i s i o n on i t s own motion t o re q u i r e 8835 
D i v i s i o n approval o f a l l commercial 
and c e n t r a l i z e d o i l f i e l d f l u i d waste 
c o l l e c t i o n or disposal f a c i l i t i e s ... 
McKinley, Rio A r r i b a , Sandoval, and 
San Juan Counties, New Mexico. 

BEFORE: Richard L. Stamets, Chairman 
Ed K e l l e y , Commissioner 

TRANSCRIPT OF HEARING 

A P P E A R A N C E S 

For the D i v i s i o n : J e f f Taylor 
Attorney a t Law 
Legal Counsel t o the D i v i s i o n 
State Land O f f i c e Bldg. 
Santa Fe, New Mexico 87501 

For Tenneco: Karen Aubrey 
Attorney a t Law 
KELLAHIN & KELLAHIN 
P. O. Box 2065 
Santa Fe, New Mexico 87501 



I 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

2 

A P P E A R A N C E S 

For Northwest P i p e l i n e : W i l l i a m F. Carr 
Attorney at Law 
CAMPBELL & BLACK P. A. 
P. 0. Box 2208 
Santa Fe, New Mexico 87501 

For El Paso Natural Gas: VJ. Perry Pearce 
Attorney at Law 
MONTGOMERY & ANDREWS 
P. O. Box 2307 
Santa Fe, New Mexico 87501 

I N D E X 

J A M I B A I L E Y 

D i r e c t Examination by Mr. Taylor 5 

Cross Examination by Ms. Aubrey 18 

Cross Examination by Mr. Carr 35 

Questions by Mr. Chavez 39 

Redirect Examination by Mr. Taylor 40 

Recross Examination by Ms. Aubrey 43 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

I N D E X CONT 

STATEMENT BY MR. PEARCE 

STATEMENT BY MR. CARR 

STATEMENT BY MS. AUBREY 

E X H I B I T 

D i v i s i o n Exhibit-

D i v i s i o n E x h i b i t 

D i v i s i o n E x h i b i t 

D i v i s i o n E x h i b i t 

D i v i s i o n E x h i b i t 

D i v i s i o n E x h i b i t 

One, Proposed Rules 

Two, Summary-

Three, Summary 

Four, Map 

Five, Guidelines 

Six, Chart 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

4 

MR. STAMETS: We w i l l c a l l next 

Case 8835, being the a p p l i c a t i o n o f the O i l Conservation 

D i v i s i o n on i t s own motion t o r e q u i r e D i v i s i o n approval o f 

a l l commercial and c e n t r a l i z e d o i l f i e l d f l u i d waste and 

disposal f a c i l i t i e s u t i l i z i n g ponds, p i t s s , and below grade 

tanks i n McKinley, Rio A r r i b a , Sandoval, and San Juan Coun­

t i e s , New Mexico. 

And I w i l l ask f o r appearances 

at t h i s time. 

MR. TAYLOR: May i t please the 

Commission, my name i s J e f f Taylor. I'm counsel f o r the O i l 

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

MR. STAMETS: Are there other 

appearances i n t h i s case? 

MS. AUBREY: Karen Aubrey from 

the law f i r m o f K e l l a h i n and K e l l a h i n , representing Tenneco 

O i l Company. 

MR. STAMETS: Do you expect — 

MS. AUBREY: I don't b e l i e v e we 

w i l l be c a l l i n g a witness a t t h i s time. 

MR. STAMETS: Thank you. 

MR. CARR: May i t please the 

Commission, my name i s W i l l i a m F. Carr, w i t h the law f i r m o f 

Campbell and Black, P. A., o f Santa Fe. We represent North-
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west P i p e l i n e Corporation and we do not intend t o c a l l a 

witness today. 

MR. STAMETS: Any other appear­

ances? 

I ' l l ask the witness t o stand 

and be sworn, please. 

(Witness sworn.) 

MR. TAYLOR: There are copies 

of the proposed r u l e s and e x h i b i t s , i f anybody wants them. 

MR. STAMETS: You may proceed, 

Mr. Taylor. 

JAMI BAILEY, 

being c a l l e d as a witness and being du l y sworn upon her 

oath, t e s t i f i e d as f o l l o w s , t o - w i t ; 

DIRECT EXAMINATION 

BY MR. TAYLOR: 

Q Would you please s t a t e your name, your 

place o f employment, and your job class f o r the record? 

A I am Jami Bai l e y w i t h the Environmental 

Bureau o f the O i l Conservation D i v i s i o n i n Santa Fe. 

Q Ms. Ba i l e y , have you t e s t i f i e d before the 
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Commission or i t s examiners before and had your c r e d e n t i a l s 

accepted? 

A Yes, I have. 

MR. TAYLOR: I tender the w i t ­

ness as an expert g e o l o g i s t . 

MR. STAMETS: The witness i s 

considered q u a l i f i e d . 

Q Ms. Ba i l e y , could you b r i e f l y s t a t e the 

purpose o f the hearing today? 

A The OCD i s proposing s p e c i a l r u l e s and 

re g u l a t i o n s governing the disposal o f produced water and 

completion f l u i d s at commercial or c e n t r a l i z e d f a c i l i t i e s , 

using ponds, p i t s , or below grade tanks w i t h i n McKinley, Rio 

A r r i b a , Sandoval, and San Juan Counties, New Mexico. 

Section 170-2-12(B)15 o f the O i l and Gas 

Act authorizes the O i l Conservation D i v i s i o n t o reg u l a t e the 

d i s p o s i t i o n of water produced or used i n connection w i t h the 

d r i l l i n g f o r or producing o f o i l and gas, or both, and t o 

d i r e c t surface or subsurface disposal o f such water i n a 

manner t h a t w i l l a f f o r d reasonable p r o t e c t i o n against con­

tamination o f fres h water supplies designated by the State 

Engineer. 

The State Engineer has designated a l l 

surface waters o f the s t a t e and a l l underground waters con­

t a i n i n g 10,000 m i l l i g r a m s per l i t e r o f t o t a l d i s s o l v e d s o l -
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i d s , or l e s s , f o r which there i s a reasonably foreseeable 

f u t u r e use, as f r e s h water. 

Q Thank you. Would you please r e f e r t o Ex­

h i b i t One and i d e n t i f y i t f o r the Commission and e x p l a i n i t ? 

A E x h i b i t One i s a copy of the proposed 

r u l e s i n which the D i v i s i o n seeks t o r e q u i r e approval of the 

surface d i s p o s i t i o n or c o l l e c t i o n o f o i l f i e l d r e l a t e d 

f l u i d s at commercial or c e n t r a l i z e d f a c i l i t i e s as may be ne­

cessary f o r the purpose of a f f o r d i n g reasonable p r o t e c t i o n 

against contamination o f f r e s h water suppl i e s . 

I n d u s t r y members have worked w i t h us f o r 

development of these r u l e s and t h i s e x h i b i t i s modified from 

the proposed r u l e s which were d i s t r i b u t e d e a r l i e r . 

The m o d i f i c a t i o n s are as f o l l o w s : 

Rule 1. A p p l i c a b i l i t y . 

These r u l e s would apply t o a l l commercial 

and most c e n t r a l i z e d surface disposal or c o l l e c t i o n f a c i l i ­

t i e s which receive produced water or completion f l u i d s i n 

the northwestern part o f the s t a t e . 

You w i l l note t h a t c e n t r a l i z e d f a c i l i t i e s 

which are p r e s e n t l y subject t o r e g u l a t i o n under the Water 

Q u a l i t y Control Commission r e g u l a t i o n s would not be a f f e c t e d 

by these proposed r u l e s . There i s no reason t o have d u p l i ­

cate r e g u l a t i o n s f o r these f a c i l i t i e s . 

Rule 2. P r o h i b i t i o n s . 
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This r u l e was the p r e v i o u s l y proposed 

Rule 3. June 1st i s now the date by which commercial sur­

face disposal f a c i l i t i e s must re g u l a t e the disposal or s t o r ­

age of f l u i d s i n a manner t h a t does not c o n s t i t u t e a hazard 

t o groundwater. 

Rule 3 ( e ) . D e f i n i t i o n s . 

This r u l e was the o l d Rule 2. The d e f i n ­

i t i o n of c e n t r a l i z e d surface or c o l l e c t i o n f a c i l i t y l i s t 

f i e l d compressor s t a t i o n s as an example of a c e n t r a l i z e d f a ­

c i l i t y . This i s simply a matter o f c l a r i f i c a t i o n . 

Rule 4. 

This r u l e now applies only t o commercial 

f a c i l i t i e s and makes i t c l e a r t h a t p i t s w i l l also be r e ­

viewed f o r t h e i r s t r u c t u r a l i n t e g r i t y as w e l l as t h e i r a b i l ­

i t y t o p r o t e c t f r e s h water. 

Section (d) o f the p r e v i o u s l y proposed 

r u l e was e l i m i n a t e d . 

Rules 6 and 7 were added t o t h i s copy o f 

the proposed r u l e s and deal s p e c i f i c a l l y w i t h c e n t r a l i z e d 

f a c i l i t i e s . 

The D i v i s i o n i s proposing t h a t a l l com­

mercial surface disposal or storage f a c i l i t i e s which receive 

produced water water, completion f l u i d s , or other f l u i d s 

produced i n connection w i t h the d r i l l i n g f o r , production o f , 

o i l or gas, or both, s h a l l be regulated i n t h e i r use of the 
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l i n e d or unlined p i t s or below grade tanks. 

We also seek t o re q u i r e commercial sur­

face disposal f a c i l i t i e s t o keep and make a v a i l a b l e f o r i n ­

spection records f o r each calendar month on the source, l o ­

c a t i o n , volume, and type o f waste, date of d i s p o s a l , and 

ha u l i n g company t h a t disposes o f f l u i d s i n t h e i r p i t s . This 

sec t i o n o f the r u l e i s needed as a means o f t r a c k i n g dispo­

sal l o c a t i o n s f o r f l u i d produced from the vulnerable area. 

I n a d d i t i o n , v/e are asking f o r a u t h o r i t y 

t o r e q u i r e f i l i n g o f p i t r e g i s t r a t i o n forms f o r c e n t r a l i z e d 

surface disposal or c o l l e c t i o n f a c i l i t i e s i n order t o e v a l ­

uate the impacts on groundwater p r i o r t o approval. 

Q Thank you. 

MR. TAYLOR: And, Mr. Chairman, 

I would l i k e t o note t h a t because o f the comments received 

by the D i v i s i o n and the changes they've made i n the proposed 

r u l e s , t h a t we would ask t h a t t h i s case be continued u n t i l 

the next hearing i n order f o r the p a r t i e s t o respond and t o 

review these changes, and I b e l i e v e i t probably would also 

ahve t o be re a d v e r t i s e d because the proposed r u l e s were sent 

out before the changes were made. 

Q I s t h a t c o r r e c t ? 

A That's r i g h t . 

Q Ms. Bail e y , could you e x p l a i n f o r us why 

these new proposed r u l e s are necessary? 
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A The proposed r u l e s are necessary f o r a 

v a r i e t y o f reasons. 

OCD Order No. R-7940 required w i t h cer­

t a i n volume and groundwater e l e v a t i o n l i m i t a t i o n s t h a t sur­

face disposal f a c i l i t y approval f o r produced water removed 

from or disposed o f or stored i n the defined vulnerable area 

of the San Juan Basin. 

I'd l i k e the Commission t o take adminis­

t r a t i v e n o t i c e of Order No. R-7940, and at t h i s time I'd 

l i k e t o recap c e r t a i n r u l e s from that, order. 

Rule 3 o f t h a t s t a t e d p r o h i b i t i o n s , and 

stat e d t h a t w i t h i n the vulnerable area disposal o f produced 

water or f l u i d s produced i n connecton w i t h the production o f 

o i l and n a t u r a l gas, or both, i n unlined p i t s or on the sur­

face, was p r o h i b i t e d , except f o r disposal o f produced water 

s p e c i f i c a l l y exempted h e r e i n . 

Rule 4 had the exemptions. The p r o v i ­

sions o f t h i s order s h a l l not apply t o , one, produced water 

p i t s which receive f i v e b a r r e l s or less per day o f produced 

water, provided t h a t such produced water has a concentration 

of t o t a l d i ssolved s o l i d s o f 10,000 m i l l i g r a m s or l e s s , and 

t h a t the base of the p i t was at l e a s t ten f e e t above ground 

l e v e l — water t a b l e . 

The second exemption concerned unlined 

produced water or a n c i l l a r y p i t s which received a h a l f g a l -
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Ion -- a h a l f b a r r e l or less per day o f produced water, pro­

vided t h a t the base o f such p i t was at least ten f e e t above 

the water t a b l e . 

The t h i r d exemption was f o r any p i t s , 

ponds, lagoons, or impoundments r e s u l t i n g from a c t i v i t i e s 

regulated by a discharge plan approved and permit issued by 

the D i v i s i o n under Water Q u a l i t y Control Commission regula­

t i o n s . 

Rule 5(a) o f the order required that no 

produced water s h a l l be removed from the vulnerable area of 

the San Juan Basin f o r surface disposal except through such 

f a c i l i t i e s as may be approved by the D i v i s i o n . 

One problem was t h a t the order provided 

no mechanism f o r r e p o r t i n g the disposal l o c a t i o n f o r vulner­

able area produced water. The O i l Conservation D i v i s i o n 

would have t o spend an i n o r d i n a t e amount o f s t a f f time i n 

order t o v e r i f y t h a t nonapproved f a c i l i t i e s are not r e c e i v ­

ing produced water from the vulnerable area. 

A demand has been created f o r approved 

f a c i l i t i e s outside o f the vulnerable area and at t h i s time 

we have approved e i g h t s i t e s f o r c e n t r a l i z e d and/or commer­

c i a l f a c i i t i e s . 

Order No. R-7940 based volume l i m i t a t i o n s 

f o r the vulnerable area p i t disposal of f l u i d s on the homo­

geneous nature of the a l l u v i a l deposits w i t h i n the area, on 
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the shallow groundwater, on the q u a l i f y o f f l u i d disposed o f 

i n the p i t s , and on the average i n d i v i d u a l w e l l productions, 

but outside the vulnerable area there i s great geologiv d i ­

v e r s i t y , v a r i a t i o n i n the depth t o groundwater, and a demand 

f o r disposal f a c i l i t i e s f o r f l u i d s produced both w i t h i n the 

vulnerable area as w e l l as those f l u i d s which o r i g i n a t e out­

side the vulnerable area. 

The l a r g e r volume o f f l u i d s concentrated 

i n commercial and many c e n t r a l i z e d f a c i l i t i e s can t r a n s p o r t 

a l a r g e r concentration o f contaminants i n t o the subsurface. 

These l a r g e r volumes and concentrations may present a hazard 

t o f r e s h water. 

I n the case o f c e n t r a l i z e d f a c i l i t i e s and 

also due t o the v a r i a t i o n i n geology, depth t o water, volume 

and concentration o f contaminants, i t would be impossible t o 

adopt s p e c i f i c l i m i t a t i o n s , such as volume l i m i t a t i o n s , t h a t 

would not be burdensome to e i t h e r a f f e c t e d operators or the 

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

I n an e f f o r t not t o be burdensome we are 

asking t o review c e n t r a l i z e d f a c i l i t i e s by way o f p i t r e g i s ­

t r a t i o n forms as a way o f avoiding p o t e n t i a l problems t h a t 

could a r i s e w i t h a s i n g l e set o f r e g u l a t i o n s . 

The p i t r e g i s t r a t i o n forms f o r centra­

l i z e d f a c i l i t i e s are requested as an e f f i c i e n t means o f 

eva l u a t i n g f a c i l i t i e s which may receive large volumes of 
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f l u i d s . For those f a c i l i t i e s which are located i n known 

shallow water areas, and receive l a r g e volumes of f l u i d s , 

a d d i t i o n a l i n f o r m a t i o n may be requested on TDS content and 

Dn s p e c i f i c depth t o groundwater. 

I n a d d i t i o n t o making t h i s a d d i t i o n a l i n ­

formation a v a i l a b l e , OCD may r e q u i r e t h a t the owner/operator 

of a c e n t r a l i z e d f a c i l i t y submit i n f o r m a t i o n , i n c l u d i n g 

plans and s p e c i f i c a t i o n s on the f a c i l i t y t o demonstrate t h a t 

tiis use would not cause a hazard t o f r e s h water. 

I f the D i v i s i o n determines t h a t a centra­

l i z e d f a c i l i t y may present a hazard i n i t s design or opera­

t i o n , and we are unable t o secure appropriate m o d i f i c a t i o n s , 

s i t h e r i n the design or operation o f the f a c i l i t y , we would 

l i k e a u t h o r i z a t i o n t o i n s t i g a t e proceedings t o r e q u i r e the 

Dwner/operator o f the f a c i l i t y t o show cause why i t should 

not bes closed i n a manner approved by the D i v i s i o n . 

I n a d d i t i o n t o the previous reasons f o r 

the need f o r these proposed r u l e s , the s i t u a t i o n can occur 

thereby produced water from the vulnerable area i s disposed 

of i n a p i t t h a t r e q u i r e d approval, side by side produced 

rfater and other o i l f i e l d r e l a t e d f l u i d s from outside the 

vulnerable area disposed o f i n a p i t t h a t d i d not r e q u i r e 

approval. This s i t u a t i o n i s undesireable i n t h a t i t does 

not provide equal p r o t e c t i o n of f r e s h water under equivalent 

c o n d i t i o n s . 
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Q Thank you, Ms. B a i l e y . Would you t e l l us 

how much water i s produced i n the vulnerable area and d i s ­

posed of i n the San Juan Basin? 

A I have E x h i b i t Two, which i s a summary of 

northwestern New Mexico 1984 produced water and i n j e c t e d 

water f i g u r e s . 

These were t a b u l a t e d i n the monthly s t a ­

t i s t i c a l r e p o r t s and the underground i n j e c t i o n w a t e r f l o o d 

and pressure maintenance annual r e p o r t . 

You can see by the d i f f e r e n c e i n f i g u r e s 

f o r water produced and i n j e c t e d or r e i n j e c t e d , t h a t n e a r l y 

3-1/2 m i l l i o n b a r r e l s produced i n northwestern New Mexico 

are disposed o f i n p e r m i t t e d ponds, unlined p i t s , or used i n 

secondary recovery. 

E x h i b i t Three shows t h a t more than 2-1/3 

b a r r e l s — m i l l i o n b a r r e l s o f water were reported from 595 

w e l l s i n the vulnerable area alone i n 1984, but 41 w e l l s l o ­

cated i n the vulnerable area produced more than 150 b a r r e l s 

of water per month or more than 5 b a r r e l s per day. 

This adds up t o a bare minimum of over 2-

1/4 m i l l i o n b a r r e l s o f produced water from these 41 w e l l s , 

which i f i t i s removed f o r d i s p o s a l t o the surface, must be 

disposed o f i n approved p i t s . 

There's no mechanism f o r r e p o r t i n g t h i s 

d isposal o f f l u i d i n t o permitted ponds, and the proposed 
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Rule 5 would help a l l e v i a t e t h i s problem. 

Q Ms. B a i l e y , would you now r e f e r t o 

E x h i b i t Four and i d e n t i f y i t and e x p l a i n i t f o r the Commis­

sion? 

A E x h i b i t Four i s a map o f northwestern New 

Mexico showing l o c a t i o n s f o r OCD approved commercial and 

c e n t r a l i z e d f a c i l i t i e s , evaporation p i t s . A t o t a l storage 

volume o f 367,428 b a r r e l s has been authorized up t o date and 

a t o t a l storage volume f o r 228,000 b a r r e l s has been 

constructed. 

These p e r m i t t e d p i t s represent a storage 

volume of only about 10 percent o f the produced water which 

i s produced from the vulnerable area i n 1984. 

Q Thank you. Would you r e f e r now t o Exhi­

b i t Five and i d e n t i f y t h a t and e x p l a i n i t , please? 

A E x h i b i t Five i s a copy o f the g u i d e l i n e s 

t h a t are used f o r approval o f l i n e d evaporation p i t s . I t 

must be emphasized t h a t these are g u i d e l i n e s o n l y and t h a t 

s i t e s p e c i f i c studies are done by the a p p l i c a n t . 

We worked w i t h each i n d i v i d u a l a p p l i c a n t 

according t o t h e i r s i t u a t i o n . Unlined, as w e l l as l i n e d p i t 

designs, are looked at f o r t h e i r c a p a b i l i t y o f groundwater 

p r o t e c t i o n , s t r u c t u r a l i n t e g r i t y , freeboard allowance, use 

of skimmer ponds and tanks. 

Q Ms. B a i l e y , could you t e l l us what the 
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t h r e a t i s t o f r e s h water supplies from c e n t r a l i z e d and com­

mercial surface disposal c o l l e c t i o n f a c i l i t i e s ? 

A As stat e d i n Findings 27 and 28 o f Order 

No. R-7940, waste f l u i d s disposed o f i n unlined p i t s t r a n s ­

p o r t any included d i s s o l v e d contaminant load i n t o the sub­

surface . 

E x h i b i t Six i s a chart, o f analyses o f 

samples taken from p i t s i n the San Juan Basin. These sam­

ples were taken o f f l u i d s i n the p i t s and what percentage 

was due t o r a i n or sno w f a l l i s unknown. 

Separator analyses, analyses o f samples 

taken from separators are not on t h a t chart but i n a l l cases 

they had higher hydrocarbon values. 

I n a d d i t i o n , completion f l u i d s , p a r t i c u ­

l a r l y s a l t s o l u t i o n s , b r i n e s , and acids, may contain high 

concentrations o f c h l o r i d e s which are a h i g h l y mobile conta­

minant o f fr e s h waters. 

They also may include other c o n s t i t u t e n t s 

t h a t would increase TDS above acceptable l e v e l s . 

The r e l a t i v e l y greater volume of f r e s h 

water contaminants found at commercial and c e n t r a l i z e d 

f a c i l i t i e s present the p o t e n t i a l f o r a greater volume o f 

contaminant movement i n t o the subsurface and f r e s h water 

supp l i e s . 

Q I n a d d i t i o n t o preventing the contamina-
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t i o n o f f r e s h water resources, would approval o f surface 

disposal or c o l l e c t i o n p i t s prevent waste o f o i l ? 

A Yes. The req u i r e d use o f skimmer ponds 

or tanks at approved f a c i l i t i e s would help prevent waste o f 

o i l . 

I n summary, i n order t o a f f o r d reasonable 

p r o t e c t i o n against contamination o f fr e s h water s u p p l i e s , as 

designated by the State Engineer, the disposal or storage of 

produced water or completion f l u i d s i n commercial or cen­

t r a l i z e d f a c i l i t i e s i n any unauthorized p i t or pond or i n 

any other place, or i n any other manner i n such f a c i l i t i e s , 

which may c o n s t i t u t e a hazards t o fr e s h water supplies, 

should be p r o h i b i t e d . 

Q Ms. Ba i l e y , do you have anything else 

f u r t h e r t o add t o your testimony? 

A No, I -- not a t t h i s time. 

MR. TAYLOR: Mr. Chairman, 

t h a t ' s a l l we have at t h i s time. 

MR. STAMETS: ARe there ques­

t i o n s of the witness? 

MS. AUBREY: Yes. 

MR. STAMETS: Ms. Aubrey. 
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CROSS EXAMINATION 

BY MS. AUBREY: 

Q Ms. Ba i l e y , can you e x p l a i n f o r me what 

the d i f f e r e n c e i s between a c e n t r a l i z e d surface disposal 

f a c i l i t y and a commercial f a c i l i t y ? 

A A commercial f a c i l i t y , as seen i n the de­

f i n i t i o n s o f these proposed r u l e s , Rule 3(d) defines commer­

c i a l surface disposal or c o l l e c t i o n f a c i l i t i e s as those f a ­

c i l i t i e s t h a t receive compensation f o r produced water and/or 

completion f l u i d c o l l e c t i o n , d i s p o s a l , evaporation, or s t o r ­

age i n surface p i t s , ponds, or below grade tanks. 

Section (e) o f t h a t r u l e defines c e n t r a l ­

ized surface disposal or c o l l e c t i o n f a c i l i t i e s as those f a ­

c i l i t i e s other than commercial surface disposal or c o l l e c ­

t i o n f a c i l i t i e s t h a t receive produced water or completion 

f l u i d s from any o f f - s i t e l o c a t i o n f o r c o l l e c t i o n , d i s p o s a l , 

evaporation, or storage i n surface p i t s , ponds, or below 

grade tanks. 

Q I n your o p i n i o n , Ms. Bailey, i s there a 

d i f f e r e n c e other than the compensation requirement? 

A That i s our c u t o f f p o i n t . 

Q I s there a d i f f e r e n c e , i n your o p i n i o n , 

between a c e n t r a l i z e d surface disposal f a c i l i t y and a c o l ­

l e c t i o n f a c i l i t y ? 

A No. One may be a temporary method u n t i l 
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i t goes t o an i n j e c t i o n well? one may be trie f i n a l r e s t i n g 

p o i n t o f t h a t produced water. 

Q Are you proposing t o make any 

d e f i n i t i o n a l d i f f e r e n c e between sizes o f c e n t r a l i z e d surface 

disposal f a c i l i t i e s ? 

A As I t e s t i f i e d , i t would be impossible t o 

put a volume l i m i t a t i o n , a size l i m i t a t i o n . There are too 

many other f a c t o r s at work w i t h i n the area t o be able t o 

have one r u l e which would not be burdensome t o i n d u s t r y . 

Q Can you give me an example o f a 

commercial surface disposal f a c i l i t y which i s p r e s e n t l y 

operating outside the vulnerable area? 

A You want the name? 

Q C e r t a i n l y . 

A Basin Disposal. 

Q Are you aware of any others which are 

p r e s e n t l y operating i n t h a t area? 

A No, I'm not. That i s the only one t h a t 

has been approved as a commercial p i t . 

Q And you show t h a t on your E x h i b i t Four, 

i s t h a t c o r r e c t ? 

A That's r i g h t . 

Q Let me have you look at E x h i b i t Four. 

The other f a c i l i t i e s t h a t you show on the r e , Consolidated, 

Amoco, Amoco, Union Texas, Meridian, are a l l c e n t r a l i z e d 
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surface disposal f a c i l i t i e s , i s t h a t correct? 

A I am not sure i f C & E has decided t o be 

a commercial f a c i l i t y or simply w i l l take i n water o f t h e i r 

own w e l i s . 

Q Of the f a c i l i t i e s you show on your 

E x h i b i t Four, how many are p r e s e n t l y i n operation? 

A Meridian has j u s t now been approved. I t 

has not begun c o n s t r u c t i o n a t t h i s time. 

The others have been approved and 

constructed. 

Q And so there i s p r e s e n t l y , i t ' s your 

testimony t h a t there i s a Union Texas f a c i l i t y i n existence? 

A As f a r as I know, yes. 

Q And two Amoco f a c i l i t i e s ? 

A As f a r as I know, yes. 

Q And Consolidated? 

A Yes. 

Q Do you know whether or not disposal i s 

occ u r r i n g i n those f a c i l i t i e s from other operators other 

than the ones l i s t e d on your e x h i b i t ? 

A I have been t o l d yes. 

Q Do you have any independent evidence t o 

present t o the Commission t h a t t h a t i s true? 

A We don't ask f o r t h a t i n f o r m a t i o n . I 

don't get t h e i r b i l l s . 
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Q How i s t h i s Commission going t o decide 

whether a f a c i l i t y i s a commercial f a c i l i t y or a c e n t r a l i z e d 

surface disposal f a c i l i t y ? 

A That question w i l l be asked. 

Q Of whom? 

A Of an ap p l i c a n t f o r an approved p i t . 

Q When you were asked t o e x p l a i n the 

reasons f o r c r e a t i n g t h i s new r u l e , you r e f e r r e d t o the Com­

mission Order 7940, i s t h a t c o r r e c t ? 

A That's r i g h t . 

Q Would you agree w i t h me t h a t t h a t r u l e 

regulates disposal o f produced water i n s i d e the vulnerable 

area? 

A Yes. 

Q And what we're t a l k i n g about here today 

i s outside the vulnerable area. 

A Yes. 

Q And I t h i n k you t e s t i f i e d t h a t there were 

g e o l o g i c a l d i f f e r e n c e s and d i f f e r e n c e s o f depth t o ground­

water between the vulnerable area and the area t h a t we're 

proposing t o r e g u l a t e . 

A There can be. 

Q Now i n Order 7940 there i s a requirement, 

i s there not, t h a t water from i n s i d e the vulnerable area 

moved outside i s (not c l e a r l y understood.) 
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A No, I b e l i e v e t h a t i t only has t o go t o 

an approved f a c i l i t y , but there i s no r e p o r t i n g t h a t ' s r e ­

quired . 

Q So t h a t f a c i l i t i e s t h a t receive water 

from i n s i d e the vulnerable area has t o now p r e s e n t l y be ap­

proved by the Commission. 

A That's r i g h t . 

Q Are there any f a c i l i t i e s which are ap­

proved t o receive water or other f l u i d s from the vulnerable 

area? 

A Yes. 

Q Which ones are those? 

A Basin Disposal, very obviously. We have 

not r e q u ired i n f o r m a t i o n from the c e n t r a l i z e d p i t s t h a t 

have been approved as t o t h e i r sources of t h e i r f l u i d s , so I 

cannot t e l l you i f any o f the produced waters — water 

t h a t ' s being disposed o f i n , f o r example, Amoco p i t s , they 

do not r e p o r t t o us where t h a t f l u i d comes from at t h i s 

time. 

Q Under Order 7940 water from the 

vulnerable area must be disposed o f i n a p i t which i s 

approved by you. 

A That's r i g h t . 

Q So t h a t r e g u l a t i o n i s already i n place as 

p a r t of Order 7940. 
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A I n s o f a r as Order 7940 states i t , yes. 

Q I n s o f a r as we're t a l k i n g about water 

coming out o f the vulnerable area and going i n t o (not 

c l e a r l y audible.) 

A That's r i g h t . 

Q What p i t approval process do you have i n 

place under 7940 f o r those p i t s ? 

A We go through these g u i d e l i n e s . An 

a p p l i c a n t makes -- submits t o us a form l i s t i n g l o c a t i o n , 

i t ' s very i n f o r m a l as t o what i s required at t h a t p o i n t . 

Then we ask t h e i r engineers t o submit t o us plans as t o 

c o n s t r u c t i o n , s p e c i f i c a t i o n s , expected volume w i t h i n the — 

t h a t w i l l be disposed o f w i t h i n the p i t s . 

We work w i t h the a p p l i c a n t t o insure t h a t 

the s i t e , i t does not have any major problems, as being i n 

an arroyo or a t the very head o f an arroyo. 

We work w i t h the engineering d e t a i l s t o 

make sure t h a t there should not be any problem. We ask f o r 

a 24 hours n o t i c e before l i n e r s are put i n so t h a t we can 

inspect t h a t the l i n e r s are put i n i n an adequate manner. 

That's about i t . 

Q And you're doing t h a t at the present 

time? 

A Yes. 

Q I n your testimony e a r l i e r you mentioned 
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Rules 3 and 4 o f your Order 7940, p a r t i c u l a r l y 4, which 

t a l k e d about the less than 5 b a r r e l s a day exemption. 

A Yes. 

Q Are you — are you suggesting t h a t i s 

p a r t o f — be p a r t of the order i n t h i s case? 

A No, I ' m not. 

Q I s there any present r e g u l a t i o n of com­

mercial disposal f a c i l i t i e s i n the State o f New Mexico other 

than what you've described t o me as the approval process f o r 

p i t s which receive f l u i d s from the vulnerable area? 

A Regulation o f commercial and c e n t r a l i z e d 

f a c i l i t i e s i s not a new concept i n New Mexico. 

I n southeastern New Mexico t h i s has been 

i n e f f e c t f o r many years i n the areas t h a t are regulated by 

Order No. R-3221. This i s not a new concept. 

I t i s a — w i l l simply be extended t o the 

northwest i n -- i n the concept; maybe not i n the manner. 

Q So t h a t I understand you, your answer t o 

my question i s yes, there i s p r e s e n t l y a mechanism i n the 

State o f New Mexico t o reg u l a t e commercial f a c i l i t i e s ? 

A Yes. 

Q I s i t the i n t e n t o f the D i v i s i o n t o make 

any d i s t i n c t i o n between a c e n t r a l i z e d f a c i l i t y which r e ­

ceives produced f l u i d s from, say, f i f t e e n or twenty w e l l s 

and one — and a p i t , which received f l u i d s from , say, two 
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wells? 

A That i s why the p i t r e g i s t r a t i o n forms 

are such an e f f i c i e n t method. At t h i s p o i n t , as you can see 

on the e x h i b i t , we're asking f o r p i t f l u i d sources, the max­

imum d a i l y discharge t o each p i t , and the p i t type. 

Upon review o f these forms we would be 

able t o e l i m i n a t e the small discharges i n areas where i t i s 

several hundred f e e t t o groundwater. This way we can e v a l ­

uate on a s i t e by s i t e b a s i s . 

Q Are you agreeing w i t h me, then, Ms. Bai­

l e y , t h a t there i s a d i f f e r e n c e which you recognize, or the 

D i v i s i o n recognizes, between a p i t which receives f l u i d s 

from, say, two w e l l s , and a f a c i l i t y which receives f l u i d s 

from, say, f i f t e e n wells? 

A Depending on the depth t o groundwater. 

Depending on the q u a l i t y o f f l u i d t h a t ' s disposed o f . 

There are many v a r i a b l e s . 

Q Does your p i t r e g i s t r a t i o n form ask f o r 

any i n f o r m a t i o n on the q u a l i t y o f f l u i d ? 

A Not at t h i s f i r s t c u t . That would be 

under a d d i t i o n a l i n f o r m a t i o n t h a t we may r e q u i r e . 

Q And i t i s your testimony t h a t you are 

going t o evaluate t h i s p i t r e g i s t r a t i o n form and one o f the 

c r i t e r i a you're going t o use i s the number o f p i t f l u i d 

sources? 
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A Yes. 

Q Are you going t o do t h a t on a case by 

case basis or are you going t o set out c e r t a i n c r i t e r i a i n 

a r r i v i n g — f o r operators p r i o r t o making t h a t decision? 

A We do not int e n d t o do t h a t . 

Q I s there any way t h a t an operator can 

know now, or w i l l be able t o know i f t h i s r u l e goes i n t o 

e f f e c t , how many p i t f l u i d sources w i l l be the c u t o f f p o i n t 

given a c e r t a i n depth t o groundwater? 

A There are too many other v a r i a b l e s , not 

only depth t o groundwater, but also q u a l i t y o f f l u i d s , the 

l o c a t i o n . No, I cannot give you a number which w i l l be a 

c u t o f f p o i n t . 

Q W i l l the d i f f e r e n c e between a l i n e d p i t 

and an u n l i n e d p i t be p a r t o f your c r i t e r i a ? 

A Of course. 

Q Do you have any number t h a t you can give 

us today about depth t o groundwater, how f a r w i l l your c u t ­

o f f p o i n t be? 

A No. 

Q What are you going t o use t o make th a t 

decision? 

A Because of experience o f f i e l d people and 

i n the Bureau, there are c e r t a i n l o c a t i o n s which may or may 

not be o f i n t e r e s t . There may be c e r t a i n numbers, j u s t 
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sheer volume. Probably the f i r s t c u t o f f w i l l be the sheer 

volume and t a k i n g i n order the number of sources t o each 

p i t . 

Obviously — 

Q And -- I'm s o r r y , I d i d n ' t mean t o i n ­

t e r r u p t you. Go ahead. 

A That would be a l l . 

Q Well, i n terms o f sheer volume, can you 

give me a number? 

A No. 

Q Let's t a l k about c e r t a i n l o c a t i o n s . Which 

c e r t a i n l o c a t i o n s ? 

A I cannot s t a t e those l o c a t i o n s at t h i s 

time. 

Q And i n terms o f numbers of sources, you 

cannot t e l l me t h a t today, e i t h e r ? 

A No. 

Q A f t e r t h i s r u l e i s adopted does the D i v i ­

sion i n t e n d t o p u b l i c i s e i t s c r i t e r i a f o r approval o f a p i t 

r e g i s t r a t i o n rule? 

A There i s not an approval process. This 

i s a review process. We w i l l not approve these forms. We 

w i l l use them as i n f o r m a t i o n . 

Q As I read your Rule 7, Ms. Ba i l e y , you 

have w r i t t e n i t i n a way t h a t even though you don't claim t o 
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be approving the p i t r e g i s t r a t i o n form, the u l t i m a t e r e s u l t 

can be on operator being r e q u i r e d t o come i n and show cause 

why h i s f a c i l i t y should not be closed. 

A I f , a f t e r review o f a d d i t i o n a l informa­

t i o n , which may be requested o f those operators, i n areas 

where there may be a t h r e a t t o groundwater, i t need t o be 

i n v e s t i g a t e d . 

Q Let me ask you then what c r i t e r i a you are 

going t o use t o determine whether or not you w i l l r e q u i r e 

a d d i t i o n a l i n f o r m a t i o n from an operator. 

A Location, as I said before, i n f o r m a t i o n 

t h a t we would be l o o k i n g at would be l o c a t i o n , volume o f 

discharges i n t o the p i t , the manner o f p i t , whether i t ' s 

l i n e d or u n l i n e d . 

Q Do you in t e n d now t o approve or t o not 

re q u i r e a d d i t i o n a l i n f o r m a t i o n from an operator who sends 

you a p i t r e g i s t r a t i o n form t h a t shows h i s p i t i s unlined? 

A Our i n t e n t i o n i s t o p r o t e c t groundwater. 

We're not saying t h a t a l l p i t s have t o be l i n e d . 

Q Ms. Bailey, Order 7940, which you brought 

up i n your d i r e c t testimony, sets out some very s p e c i f i c 

c r i t e r i a w i t h regard t o disposal o f produced water i n the 

vulnerable area. I t has township and range and i t has num­

ber o f b a r r e l s per day o f discharge. 

I s i t the i n t e n t of the D i v i s i o n t o give 
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operators i n the northwest corner o f the s t a t e the same k i n d 

of c r i t e r i a f o r p i t r e g i s t r a t i o n or disposal o f produced 

water outside the vulnerable area? 

A Would you repeat that? 

Q Sure. You're f a m i l i a r w i t h the contents 

of Order 7940, aren't you? 

A Yes. 

Q And you're aware t h a t i n tha t order there 

are -- the vulnerable area i s defined by township and range. 

We can look at t h a t order and t e l l what the vulnerable area 

i s . 

A Right. 

Q And we can look at t h a t order and t e l l 

what volume o f water i s being exempted from the requirements 

of t h a t order. 

A Uh-huh. 

Q Are — i s i t the D i v i s i o n ' s i n t e n t t o 

give us the same kind o f d i r e c t i o n w i t h regard t o the four 

county area as i t . has given us i n terms o f the vulnerable 

area? 

A You're asking f o r township and range? 

Obviously the vulnerable area was given township and range, 

as w e l l as between c e r t a i n d itches and r i v e r s . 

This order would apply t o the four coun­

t i e s . 
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Q Let me t r y my question again. I don't 

t h i n k I made i t c l e a r t o you. 

You have t o l d me t h a t i n c e r t a i n loca­

t i o n s , a t c e r t a i n volumes, and w i t h some number of p i t f l u i d 

sources, you may r e q u i r e not only a d d i t i o n a l i n f o r m a t i o n 

from an operator but r e q u i r e t h a t operator t o show cause why 

h i s f a c i l i t y ought t o be closed. 

A I f , i n the op i n i o n o f the D i v i s i o n there 

i s a t h r e a t t o groundwater, a p o t e n t i a l t h r e a t t o ground­

water, then t h a t a c t i o n has been requested f o r a u t h o r i z a ­

t i o n . 

Q My question t o you i s do you inte n d t h a t 

an order issued, which w i l l give us the same k i n d o f cer­

t a i n t y t h a t 7840 does, and w i l l set out what l o c a t i o n s you 

f e e l are more vu l n e r a b l e , are more f r a g i l e , what depth t o 

groundwater your concern i s , what volume of water you're 

t a l k i n g about, and how many p i t f l u i d sources you would be 

concerned about before you would r e q u i r e an operator t o give 

you design s p e c i f i c a t i o n s or he's asked t o come i n and show 

cause why the f a c i l i t y should not be closed? 

MR. STAMETS: Excuse me f o r i n ­

t e r r u p t i n g , Ms. Aubrey. Let me see i f I can -- i f I under­

stand the p o i n t you're g e t t i n g a t . 

Are you suggesting t h a t i t 

would be u s e f u l i f the i n d u s t r y had some s o r t o f l i t t l e set 
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of g u i d e l i n e s t h a t i f -- i f i n an unlined f a c i l i t y the d i s ­

posed water exceeds so many p a r t s per m i l l i o n TDS and the 

combination o f h y d r a u l i c head and n a t u r a l sediment i n the 

area would r e s u l t i n fres h -- i n t h i s water reaching f r e s h 

water w i t h i n a such and such a per i o d o f time t h a t t h a t f a ­

c i l i t y would be t r e a t e d as one r e q u i r i n g a l i n e r , i s t h a t 

the s o r t o f t h i n g you're l o o k i n g for? 

MS. AUBREY: Mr. Stamets, 

t h a t ' s c e r t a i n l y one o f our concerns. I t h i n k one o f the 

concerns t h a t we have i s t h a t we — we are faced w i t h a r u l e 

which p o t e n t i a l l y r e q u i r e s us t o come i n and show cause. 

We're faced w i t h a p i t r e g i s t r a t i o n form, but we don't know 

what the c r i t e r i a are. 

Obviously, and I t h i n k Ms. 

Bailey agrees w i t h me, t h a t there i s a d i f f e r e n c e between 

the f l u i d s from, say, two w e l l s being put i n t o a p i t , which 

i s l a r g e enough and f a r enough from groundwater t h a t the 

f l u i d s w i l l evaporate and w i l l not — w i l l not be a hazard 

t o groundwater, and a f a c i l i t y which has -- i s r e c e i v i n g 

f l u i d s from too many sources or too much volume f o r t h a t 

p a r t i c u l a r p i t , but we don't know where t h a t c u t o f f i s . 

What I'm t r y i n g t o f i n d out i s 

whether Ms. Baile y or the other people i n the D i v i s i o n know 

where t h a t c u t o f f i s , and i f we can set out some ki n d o f 

c r i t e r i a so we know what we're suppoed t o do. 
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MR. STAMETS: Let me suggest 

t h a t since t h i s i s going t o be continued, t h a t Ms. Ba i l e y 

and the other people i n the Environmental Bureau see i f they 

could perhaps come up w i t h some s o r t o f guidance which would 

go along w i t h t h i s which would, I don't t h i n k , obviously, 

could deal w i t h every s i n g l e p i t s i z e , l o c a t i o n , and water 

volume, but which might have enough d e t a i l i n i t about con­

s i d e r a t i o n s and impact such t h a t i t would be cle a r what the 

i n t e n t i o n was i n s e t t i n g out these r u l e s , and t h a t could 

then be c i r c u l a t e d w i t h the docket, f o r the A p r i l 9th D i v i ­

sion hearings. 

MS. AUBREY: I t h i n k t h a t would 

be h e l p f u l t o everyone, Mr. Stamets. 

Q Let me ask you a few f i n a l questions, Ms. 

Baile y . 

I understand t h a t a p i t survey has been 

done. Has t h a t been completed f o r the vulnerable area? 

A A p i t survey, yes. I t has not been com­

pu t e r i z e d a t t h i s time. 

Q So t h a t the i n f o r m a t i o n i s not a v a i l a b l e ? 

A No, i t i s not. 

Q And I seem t o r e c a l l also a survey o f 

water haulers and survey o f service companies? 

A That's r i g h t . 

Q Have those been completed? 
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A Yes, t h a t has been completed. 

Q Have the r e s u l t s from those surveys been 

abulated? 

A I have copies, yes. 

Q Do the r e s u l t s from those surveys i n any 

ay a s s i s t the D i v i s i o n i n c a l c u l a t i n g the amount o f water 

h i c h i s p r e s e n t l y being produced and disposed of? 

A To a very minor degree. 

Q Can you t e l l me why t h a t doesn't help any 

ore? 

A No companies were required t o keep r e -

ords on the volumes t h a t they t r a n s p o r t e d . Guesstimates 

'ere made as t o volumes. How r e l i a b l e guesstimates are, I 

annot say. 

Q Let me ask you about your E x h i b i t Three, 

t ' s t i t l e d 1984 Cumulative Water Survey — Vulnerable Area. 

What does t h a t t e l l us about the water 

'hich i s being produced outside the vulnerable area? 

A This applies o n l y t o vulnerable area pro­

duced water. 

E x h i b i t Two app l i e s t o the e n t i r e nor-

hern New Mexico produced water. 

Q And i s E x h i b i t Two broken out between the 

rulnerable area and the area outside the vulnerable area? 

A No. E x h i b i t Three has vulnerable area by 
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i t s e l f . I t does not include f i g u r e s from outside the v u l ­

nerable area. 

Q So i f I was t o subt r a c t these f i g u r e s I 

would have a f i g u r e --

A Yes, you could do t h a t . 

Q — t h a t would apply t o the non-vulnerable 

area; roughly a m i l l i o n b a r r e l s d i f f e r e n c e ? 

A Subtrac t i n g the d i f f e r e n c e between the 

t o t a l produced water and the t o t a l i n j e c t e d water of the en­

t i r e northern New Mexico, and then s u b t r a c t i n g the t o t a l 

water reported from the vulnerable area would be a 

1,100,000. 

Q Do f a c i l i t i e s e x i s t p r e s e n t l y f o r the 

surface disposal of t h a t water i n the (not c l e a r l y under­

stood) f o r the 1,100,000 b a r r e l s ? 

A We have approved a c e r t a i n volume of — 

f o r these p i t s o f the hundreds of thousands o f b a r r e l s , but 

nowhere close t o m i l l i o n s . 

Q So i n terms o f the p i t s which are ap­

proved but not ne c e s s a r i l y b u i l t , there are hundreds o f 

thousands o f b a r r e l s capacity a v a i l a b l e ? 

A Storage c a p a c i t y . 

MS. AUBREY: Thank you, Ms. 

Baile y . That's a l l . 

MR. STAMETS: Are there other 
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questions? 

Mr. Carr. 

MR. CARR: I have j u s t a few. 

CROSS EXAMINATION 

BY MR. CARR: 

Q Ms. Bail e y , j u s t t o be sure I understand 

what the D i v i s i o n i s proposing here, you are not l o o k i n g f o r 

r e g i s t r a t i o n o f p i t s i n a one well/one p i t s o r t o f s i t u a ­

t i o n . 

A That's c o r r e c t . 

Q Now, the purpose of t h i s proposed r u l e i s 

r e a l l y d i r e c t e d , i s i t not, a t the disposal o f l a r g e r v o l ­

umes o f produced f l u i d s ? 

A We would l i k e t h i s t o apply t o a l l pro­

duced water and completion f l u i d s disposed o f or stored i n 

commercial and c e n t r a l i z e d f a c i l i t i e s w i t h i n those counties. 

Q And when you s t a r t reviewing these forms, 

don't you a c t u a l l y i n t e n d t o j u s t give a s o r t o f a cursory 

review t o smaller volumes of water t h a t are placed i n the 

p i t s ? 

A Yes. 

Q And i f I understood your answer t o one o f 

Ms. Aubrey's questions, i t was t h a t you thought you would be 

able t o e l i m i n a t e from f u r t h e r review small amounts tha t 
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are, oh, say, disposed of several hundred fe e t from ground­

water sources. 

A I b e l i e v e these g u i d e l i n e s t h a t Mr. Sta­

mets has requested t h a t we w r i t e up w i l l answer those ques­

t i o n s . 

Q Do you have a v a i l a b l e t o you at t h i s time 

the k i n d of i n f o r m a t i o n t h a t you would need t o determine the 

distance of the surface disposal from groundwater? 

A I ' l l have t o check. 

Q I f you don't have t h a t data, t h a t would 

be something t h a t you at a s t a f f l e v e l o f the i n d u s t r y would 

have t o supply. 

A That i s c o r r e c t . 

Q Nov/, i f I look at your d e f i n i t i o n o f cen­

t r a l i z e d disposal f a c i l i t y , you set out as p a r t o f t h a t de­

f i n i t i o n c e r t a i n examples. The examples include f a c i l i t i e s 

such as f i e l d compressor s t a t i o n s , et cetera. You don't make 

any reference i n t h i s t o p i p e l i n e d r i p s , as an example. 

Are you d i r e c t i n g these r u l e s and do you 

a n t i c i p a t e the d e f i n i t i o n o f a c e n t r a l i z e d surface disposal 

f a c i l i t y would include a p i p e l i n e d r i p ? 

A Transmission p i t s are not under our 

j u r i s d i c t i o n . 

Q I'm t a l k i n g about — 

A Gathering i s what you're t a l k i n g about. 
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Q I'm t a l k i n g about a low where there's a 

p i t or a (not understood) pipe, or something o f t h a t nature 

where the f l u i d i s released from the p i p e l i n e . I s — are 

you focusing on t h a t k i n d o f a disposal? 

A No, we are not focusing on t h a t type o f 

di s p o s a l . 

Q Would t h a t be something which you would 

expect t o be reported t o you under t h i s proposed rule? 

A For our f i r s t pass, yes. 

Q So you would expect a l l p i p e l i n e d r i p s t o 

be reported. 

A Yes. 

Q On E x h i b i t Number Four I t h i n k you've i n ­

d i c a t e d a number o f authorized disposal f a c i l i t i e s , i s t h a t 

correct? 

A Uh-huh, yes. 

Q Do you have the volumes or have you ap­

proved c e r t a i n volumes f o r each o f those f a c i l i t i e s ? 

A Yes, according t o the engineering design 

of each one. 

Q Could you make the volumes t h a t are ap­

proved f o r each o f those f a c i l i t i e s a v a i l a b l e t o us? 

A C e r t a i n l y . 

Q Now, you are l o o k i n g f o r r e g i s t r a t i o n f o r 

a l l p i t s outside the vulnerable area. 
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A No. We're loo k i n g f o r r e g i s t r a t i o n o f 

a l l c e n t r a l i z e d p i t s . 

Q You are — there i s no exemption, there 

i s nothing t h a t r e l a t e s t o the volumes t h a t you've placed 

i n t o those p i t s ; you want a l l o f those p i t s reported t o you. 

A For c e n t r a l i z e d disposal or c o l l e c t i o n , 

yes. 

Q And i t i s poss i b l e t h a t as you enforce 

these r u l e s you could a c t u a l l y have more s t r i n g e n t r e q u i r e ­

ments outside the vulnerable area than w i t h i n the vulnerable 

area. 

A At t h i s time I'm not a n t i c i p a t i n g t h i s . 

Q But i s there's a s t a f f change we don't 

know what we might a n t i c i p a t e , i s n ' t t h a t c o r r e c t ? 

A I never count on a s t a f f change. 

Q And we hope you're r i g h t . 

Now, i f we look at the r e p o r t i n g r e q u i r e ­

ments and the f i l i n g o f the r e g i s t r a t i o n forms, on a new 

c e n t r a l i z e d d i sposal f a c i l i t y we'd be r e q u i r e d t o f i l e t h a t 

n i n e t y days i n advance o f a c t u a l d i s p o s a l . 

A That's r i g h t . 

Q Does t h a t time frame represent a time 

w i t h i n which we could assume t h a t i f we don't, have any f u r ­

t h e r request from you or any n o t i c e f o r a show cause hear­

in g , could we r e l y upon that t o move forward then and s t a r t 
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disposing water i n t h a t p i t ? 

I n other words, are we ever r e a l l y going 

t o know i f we i n f a c t have met w i t h your approval i n r e ­

questing t o go forward? 

A Most c e r t a i n l y . But y o u ' l l n o t i c e t h a t 

i t ' s n i n e t y days p r i o r t o the date of expected c o n s t r u c t i o n 

of the f a c i l i t y . 

Q I f we go f i l e t h a t , n i n e t y days l a t e r 

c o n s t r u c t the f a c i l i t y , and have not heard from you, would 

i t be safe f o r us t o assume we can go ahead and use the f a ­

c i l i t y ? 

A Yes. 

Q Do you have a s t a f f s i t u a t i o n wherein you 

can process these w i t h i n t h a t time period? 

A Turn around time at t h i s date i s three 

weeks. 

MR. CARR: No f u r t h e r ques­

t i o n s . 

MR. STAMETS: Any other ques­

t i o n s o f t h i s witness? 

Mr. Chavez. 

QUESTIONS BY MR. CHAVEZ: 

Q Ms. Ba i l e y , do the f i g u r e s t h a t you used 

f o r produced water on your E x h i b i t Two include water pro-
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duced at p i p e l i n e d r i p s , (not understood) compressor s t a ­

t i o n s and f a c i l i t i e s l i k e that? 

A No, i t does not. 

Q So the a c t u a l volume o f water could 

a c t u a l l y be higher. 

A Yes, i t could. 

Q Would i t be unreasonable t o expect an 

operator t o use the guidance t h a t was used i n the previous 

Commission order which you r e f e r r e d t o i n the vulnerable 

area, use those g u i d e l i n e s outside the vulnerable area as 

fa r as q u a n t i t i e s o f produced water and depth t o the 

groundwater? 

A I t h i n k t h a t would be very reasonable. 

MR. CHAVEZ: That's a l l the 

questions t h a t I have. 

MR. STAMETS: Any other 

Mr. Taylor. 

MR. TAYLOR: Could I have a 

minute? 

MR. STAMETS: Sure. 

MR. TAYLOR: Just a couple of 

questions more or less t o c l a r i f y what the D i v i s i o n i s 

proposing here. 

questions of t h i s witness? 
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REDIRECT EXAMINATION 

BY MR. TAYLOR: 

Q Ms. Aubrey was lo o k i n g at the r e q u i r e ­

ments of Orer 7940 and how -- and also Mr. Carr, I suppose, 

asked whether the r e g u l a t i o n s outside the vulnerable area 

might e v e n t u a l l y be s t r i c t e r than i n s i d e . 

I s n ' t i t t r u e t h a t the purpose of t h i s 

hearing and o f the proposed r u l e s here are t o cover s i t u a ­

t i o n s where larg e amount o f water are being disposed o f i n t o 

p i t s where before i t was spread over a l a r g e r area? 

A That's r i g h t . There i s a concentration 

of f l u i d being disposed o f or c o l l e c t e d i n p i t s and those 

concentrations would probably have a great e f f e c t on the 

fresh water. 

Q And these g u i d e l i n e s or r u l e s are not i n ­

tended n e c e s s a r i l y t o a f f e c t small amounts o f d i s p o s a l , 

e i t h e r from one w e l l , which they would not cover at a l l , am 

I c o r r e c t ? 

A That's r i g h t . 

Q Or from two or three w e l l s as long as 

i t ' s small, but they are aimed e s s e n t i a l l y a t large amounts 

of disposed water. 

A Yes, they are. 

Q And i s n ' t i t t r u e that. — t h a t the reason 

t h a t these, at t h i s time are so vague i s t h a t the area t o be 
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covered, the non-vulnerable area, does d i f f e r q u i t e a b i t , 

i s a diverse area. Some areas would have a small amount of 

clearage from the surface t o the groundwater; other amounts 

— other areas would have larg e amounts, and t h a t i t would 

be v i r t u a l l y impossible t o adopt a r u l e t h a t could be en­

forceable t h a t would cover the whole area. 

A That i s t r u e . 

Q And t h e r e f o r e , as Mr. Stamets asked, t h a t 

we could develop some general c r i t e r i a , i t ' s expected t h a t 

no c r i t e r i a could cover the whole area and could always be 

r e l i e d upon by someone t o determine beforehand whether they 

could go ahead and co n s t r u c t a p i t u n t i l they've asked f o r 

review by OCD. 

A S i t e s p e c i f i c studies should always be 

done. 

Q And t h e r e f o r e , even i f there are some 

c r i t e r i a set f o r t h , the OCD Environmental Bureau or the OCD 

i n general, w i l l s t i l l need t o d i s c r e t i o n t o review each 

f i l i n g and determine on t h e i r own whether they t h i n k t h a t 

meets the requirements t o p r o t e c t f r e s h water and i f not, t o 

re q u i r e more i n f o r m a t i o n . 

A That's r i g h t . 

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

MR. STAMETS: Any f u r t h e r ques­

t i o n s ? 
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MS. AUBREY: I have some more 

questions, Mr. Stamets. 

RECROSS EXAMINATION 

BY MS. AUBREY: 

Q Ms. Bailey, Mr. Chavez asked you about 

using the g u i d e l i n e s i n 7940 outside the vulnerable area and 

I b e l i e v e your testimony was t h a t t h a t would be a good idea. 

Q Yes. 

Q You're aware, aren't you, t h a t the hearing 

i n the case which r e s u l t e d i n Order 7940, l a s t e d over a per­

iod o f almost a year, and t h a t hours and hours o f s c i e n t i f i c 

testimony was presented t o j u s t i f y the numbers which are i n 

t h a t order? 

A I am aware o f t h a t . 

Q I s i t the D i v i s i o n ' s i n t e n t i o n at t h i s 

time t o present a case which w i l l be s i m i l a r t o t h a t i n 

terms o f using the numbers (not c l e a r l y a u d i b l e ) . 

A No, i t i s not. 

Q Are you aware now o f whether or not there 

are any unlicensed commercial surface disposal f a c i l i t i e s 

o p e r a ting i n the nonvulnerable area t h a t are r e c e i v i n g 

f l u i d s from — from the vulnerable area? 

A That i s not required t o be reported t o 

us. 
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Q So you don't know? 

A Not f o r c e r t a i n . 

Q I b e l i e v e you t e s t i f i e d t h a t the i n t e n t 

o f the proposed r u l e i s t o cover large amounts o f f l u i d s 

being disposed o f i n p i t s . 

A Yes. 

Q I s there any exemption w r i t t e n i n the 

r u l e as i t e x i s t s t o exempt two or three or four w e l l s from 

-- from the requirements o f the rul e ? 

A No, because o f v a r i a b i l i t y w i t h i n — 

throughout the area. 

Q So t h a t i s an i n t e n t which i s not expres­

sed i n the r u l e i t s e l f , the i n t e n t t o only cover large 

amounts of f l u i d s . 

A Yes. 

Q Ms. Eailey, do you know whether or not 

the terms o f the proposed r u l e i n t h i s case have been r e f e r ­

red t o and reviewed by the long term study committee? 

A Yes. 

Q And i s t h i s the — i s the r u l e which we 

are t a l k i n g about today the r u l e which came out of that ? 

A Yes, there was in p u t from i n d u s t r y repre­

se n t a t i v e s from t h a t committee. 

MS. AUBREY: That's a l l I have. 

Thank you. 
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MR. STAMETS: Ms. B a i l e y , d i d 

you make some more r e c e n t changes i n t h e r u l e s which t h e 

committee may n o t have seen? 

A The committee r e c e i v e d t h e f i n a l i s s u e 

y e s t e r d a y . 

MR. STAMETS: Any o t h e r ques­

t i o n s ? 

The w i t n e s s may be excused. 

While i t — Mr. Pearce? 

MR. PEARCE: I c e r t a i n l y d i d n ' t 

mean t o i n t e r r u p t you, s i r . 

MR. STAMETS: Do you have a 

q u e s t i o n o f — 

MR. PEARCE: I have a st a t e m e n t 

I ' d l i k e t o make, i f I may, s i r . 

MR. STAMETS: W e l l , l e t me — 

l e t me f i n i s h what I s t a r t e d , t h e n . 

I d o n ' t b e l i e v e t h a t t h i s case 

needs t o be r e a d v e r t i s e d b u t i t does need t o be c o n t i n u e d t o 

t h e n e x t h e a r i n g so t h a t t h e s e r e v i s e d r u l e s may be c i r c u ­

l a t e d and h o p e f u l l y t h e guidance a l s o c i r c u l a t e d , and we 

w i l l do t h a t . 

Mr. Pearce. 

MR. PEARCE: Thank you, Mr. 

Stamets, i f I may l a t e i n t h e game e n t e r my appearance, I am 
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W. Perry Pearce o f the Santa Fe law f i r m o f Montgomery and 

Andrews, appearing on behalf o f El Paso Natural Gas Company, 

and I r i s e t o make a b r i e f statement i n support o f the p o s i ­

t i o n proposed by the O i l Conservation D i v i s i o n s t a f f . 

We — we don't l i k e t o go t o 

more work than i s necessary, however, a f t e r l i s t e n i n g t o the 

discussion t h i s morning on t h i s record, i t appears t o us 

t h a t any proposal t o set g u i d e l i n e s f o r standards and a t t a c h 

them t o the present p i t r e g i s t r a t i o n process w i l l force us 

i n t o another no p i t hearing s i t u a t i o n . I f a standard i s 

adopted i t has been our p o s i t i o n a l l along t h a t t h a t has t o 

be an appropriate standard; i t has t o based on f a c t . We un­

derstand t h a t the present process r e q u i r e s the exercise o f 

some judgment on behalf o f — on the p a r t o f the OCD s t a f f ; 

however, at t h i s time we t h i n k t h a t i s much more appropriate 

than r e q u i r i n g the D i v i s i o n s t a f f and a l l the i n d u s t r y r e ­

p r e s e n t a t i v e s t o once more e n t r y the f r a y w i t h t h e i r energy 

and t h e i r pocketbooks t o d e f i n e a problem t h a t we don't know 

the extent o f y e t , and we would l i k e some experience w i t h 

the judgment o f the O i l Conservation D i v i s i o n s t a f f before 

we're ready t o make a d e c i s i o n o f whether or not we t h i n k 

t h a t expenditure o f time and d o l l a r s i s j u s t i f i e d . 

We'd p r e f e r not t o have t o . 

MR. STAMETS: Mr. Carr. 

MR. CARR: Mr. Stamets, North-
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west P i p e l i n e Corporation appreciates the e f f o r t s t h a t have 

been made by the D i v i s i o n s t a f f , p a r t i c u l a r l y Miss Bai l e y , 

i n f o r m u l a t i n g the proposals t h a t are here before you today. 

We b e l i e v e t h a t the testimony 

here today shows the s t a t e d purpose of the r u l e s i s r e a l l y 

focussed on the disposal o f large volumes o f f l u i d s outside 

the vulnerable area. 

We're concerned t h a t the r u l e 

as proposed, however, w i l l r e s u l t i n a great deal of 

unnecessary work f o r you and f o r us. We b e l i e v e t h a t the 

purpose i s d i r e c t e d at l a r g e volumes and yet the vast major­

i t y o f the work t h a t w i l l r e s u l t from your proposal i f i t 

becomes a r u l e w i l l , i n f a c t , be r e p o r t i n g o f extremely 

small volumes t o you. We b e l i e v e , t h e r e f o r e , t o t h a t extent 

the r u l e i s i n a p p r o p r i a t e i n t h a t i t doesn't r e a l l y address 

the s t a t e d purpose and r e s u l t s i n s u b s t a n t i a l unnecessary 

work. 

I t h i n k i f we remember, we went 

through the hearing process, you adopted an order and estab­

lishment of a vulnerable area, and promulgated c e r t a i n r u l e s 

f o r t h a t area; t h a t over a year and a h a l f o f work went i n t o 

t h i s ; t h a t there was t e c h n i c a l evidence supporting your 

r u l e . We t h i n k t h a t here today there i s none of t h a t . 

There i s a long term study committee; they seem not t o have 

been inv o l v e d i n t h i s and you have a grouji i n place r i g h t 
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now t o take a look at what's going on outside the vulnerable 

area. 

I f you enter an order, we sub­

mi t , based on what's presented here today, you've entered an 

order which i s r e a l l y an a r b i t r a r y d e c i s i o n , which i s a step 

toward extending a n o - p i t r u l e throughout the basin. I t 

puts i n place r u l e s t h a t i f f u l l y implemented could i n f a c t 

r e s u l t i n more s t r i n g e n t r u l e s outside the vulnerable area. 

We look forward t o working w i t h 

the D i v i s i o n between now and A p r i l t o address these prob­

lems. We r e a l l y do t h i n k t h a t the purpose o f the r u l e , what 

i t could and i n f a c t w i l l r e s u l t i n , t h a t i t may not be an 

appropriate response t o the problem as stat e d here. 

MR. STAMETS: I'm c e r t a i n t h a t 

the D i v i s i o n s t a f f would appreciate any help they might r e ­

ceive from Northwest P i p e l i n e t o -- t o e s t a b l i s h some s o r t 

of a t h r e s h o l d which w i l l e l i m i n a t e the vast m a j o r i t y o f un­

necessary f i l i n g s . 

Ms. Aubrey? 

MS. AUBREY: Thank you. Mr. 

Stamets, Tenneco O i l Company also wants t o thank the Commis­

sion and the D i v i s i o n s t a f f f o r the time and e f f o r t t h a t has 

gone i n t o examining the problem s i t u a t i o n outside the v u l ­

nerable area. 

One of the problems, however, 
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t h a t we have w i t h the r u l e as i t p r e s e n t l y e x i s t s , i s t h a t 

i f i n f a c t i t i s intended t o reg u l a t e large volumes of pro­

duced water i t should say so, and i t does not. 

We would be happy t o work w i t h 

the D i v i s i o n s t a f f t o e s t a b l i s h some c r i t e r i a f o r p i t r e g i s ­

t r a t i o n so t h a t the D i v i s i o n i s n ' t inundated w i t h p i t r e g i s ­

t r a t i o n a p p l i c a t i o n s f o r small volumes o f water which are 

not intended t o be covered by the r u l e . 

Tenneco believes t h a t by asking 

f o r c r i t e r i a by v/hich t o decide whether or not a p i t should 

be r e g i s t e r e d or whether these p i t s are covered by the r u l e , 

we 're not asking the D i v i s i o n t o lose the a b i l i t y t o use 

t h e i r d i s c r e t i o n and t e c h n i c a l e x p e r t i s e i n deciding how t o 

regu l a t e these p i t s . We, however, b e l i e v e t h a t by s e t t i n g 

some parameters t h a t are f a i r and reasonable, and t h a t 

reasonably r e f l e c t the concern, and the l e g i t i m a t e concern 

t h a t the Commission over the p r o t e c t i o n o f groundwater, t h a t 

we w i l l be a i d i n g the Commission and the D i v i s i o n i n accom­

p l i s h i n g t h a t task r a t h e r than becoming bogged down i n tech­

n i c a l reviews as hundreds o f su b m i t t a l s o f — f o r p i t s t h a t 

cannot p o s s i b l y be hazardous t o groundwater. 

We would appreciate i n the next 

s i x weeks working w i t h Ms. Baile y and the other members o f 

the environmental s t a f f i n achieving some s o r t o f consensus 

on what i s a c t u a l l y intended t o be covered by the r u l e s and 
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whether or not we can set out something t h a t w i l l s a t i s f y 

the Commission's concern about hazards t o groundwater by 

p i t s i n t h i s area. 

MR. STAMETS: We appreciate i t . 

Does anyone have anything else 

they wish t o add at t h i s time? 

We w i l l then continue t h i s case 

u n t i l the A p r i l 9th Commission Hearing. 

(Hearing concluded.) 
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C E R T I F I C A T E 

I , SALLY W. BOYD, C.S.R., DO 

HEREBY CERTIFY the foregoing T r a n s c r i p t o f Hearing before 

the O i l Conservation D i v i s i o n (Commission) was reported by 

me; t h a t the said t r a n s c r i p t i s a f u l l , t r u e , and c o r r e c t 

record o f the hearing, prepared by me t o the best of my 

a b i l i t y . 


