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(22) The operator should give advance notice to the supervisor of the
Division’s Hobbs District Office of the date and time (i) injection equipment will be
installed, (ii) the mechanical integrity pressure tests will be conducted on the proposed
injection wells, and (iii) remedial work will be conducted on the Hobbs Gb/SA Unit
Wells No. 112 and 412 and the H. D. McKinley Weli No. 9, so these operaiions may be
witnessed.

(23)  The operator should immediately notify the supervisor of the Division’s
Hobbs District Office of the failure of the tubing, casing or packer in any of the injection
wells, or the leakage of water, oil or gas from or around any producing or plugged and
abandoned well within the project area, and should take all steps as may be timely and
necessary to correct such failure or leakage.

(24)  The proposed cooperative waterflood project should be approved and the
project should be governed by Division Rules No. 701 through 708.

(25)  The applicant secks to qualify the proposed waterflood project as an
“Enhanced Oil Recovery Project” pursuant to the “Enhanced Oil Recovery Act” (NMSA
1978 Sections 7-29A-1 through 7-29A-5).

(26)  The evidence presented demonstrates that the proposed waterflood project
meets all the criteria for approval.

(27)  The approved project area should initially comprise the entire Hobbs
Upper Blinebry Cooperative Waterflood Area; provided, however, the “project area”
and/or the producing wells eligible for the enhanced oil recovery (EOR) tax rate may be
contracted and reduced based upon the evidence presented by the applicant in its
demonstration of a positive production response.

(28) To be eligible for the EOR tax rate, the operator should advise the
Division of the date and time water injection commences within the waterflood project.
At that time, the Division will certify the project to the New Mexico Taxation and
Revenue Department.

(29) At such time as a positive production response occurs, and within five
years from the date the project was certified to the New Mexico Taxation and Revenue
Department, the applicant must apply to the Division for certification of a positive production
response. This application shall identify the area benefiting from enhanced oil recovery
operations and the specific wells eligible for the EOR tax rate. The Division may review the
application administratively or set it for hearing. Based upon the evidence presented, the

Division will certify to the New Mexico Taxation and Revenue Department those wells that are
eligible for the EOR tax rate.



