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NEW MEXICO OIL CONSERVATION DIVISION
UNDERGROUND INJECTION CONTROL PROGRAM MANUAL

This manual is intended to help operators comply with the New Mexico Oil
Conservation Division’s Underground Injection Control Program requirements.

|.  INTRODUCTION

A. Regulatory Authority

Although New Mexico has regulated underground injection practices in connection
with oil and natural gas production since injection began in the state, the
Underground Injection Control (UIC) program is now authorized under the federal
Safe Drinking Water Act (SDWA) of 1974. The U.S. Environmental Protection
Agency (EPA) was given authority and responsibility for enforcing the provisions
of the SDWA.

The SDWA also provides that states that meet certain requirements may receive
enforcement authority over injection operations within their state boundaries. New
Mexico was granted “primacy” authority by the EPA in 1982 and has since
exercised regulatory authority over all underground injection operations within
New Mexico. The EPA exercises oversight authority over New Mexico's UIC
program, and the EPA funds a portion of its costs.

Injection operations related to oil and natural gas production in New Mexico are
regulated under the provisions of the Oil and Gas Act, NMSA 1978, Sections 70-2-
1 et seg. and the Water Quality Act, NMSA 1978, Sections 74-6-1 et seq. These
Acts delegate authority for enforcement of their provisions relating to oil and
natural gas drilling, production, processing, and transportation to the Oil
Conservation Division (OCD) of the New Mexico Energy, Minerals and Natural
Resources Department, and to the Oil Conservation Commission (OCC) and the
Water Quality Control Commission (WQCC). To carry out its authority, the OCC
has promulgated rules (19 NMAC) and numerous orders. The WQCC has
promulgated rules (20.6.2 NMAC) to carry out its authority.

The OCD administers the UIC program for all injection wells that are related to oil
and natural gas production on state, fee, and federal lands within the state. On
Indian lands, the EPA exercises this authority and OCD exercises parallel
authority. The New Mexico Environmental Department (NMED) administers the
UIC program for all injection wells that are not related to oil and natural gas

7



production within the state. The EPA considers the OCD as the lead agency in
New Mexico for purposes of administering the UIC program.

B. Protection of Underground Sources of Drinking Water (USDW)

The UIC program under the SDWA is designed to protect Underground Sources of
Drinking Water (USDW) from being contaminated by faulty injection practices.
Such sources of water are also referred to as “ protectable waters.” Section 144.3
of Title 40 of the Code of Federal Regulations (CFR) defines a USDW as.

Underground Source of Drinking Water (USDW) means an aquifer or its
portion:
(1)Which supplies any public water system; or
(2)Which contains a sufficient quantity of ground water to supply a public
water system; and
(i)  Currently supplies drinking water for human consumption; or
(i)  Contains fewer than 10,000 mg/I total dissolved solids; and
(iii)  Which is not an exempted aquifer.

A state can request approval from the EPA to exempt certain aquifers that meet the
criteriafor USDW from protection under the program if they don’t serve asa
source of drinking water and they will never serve as a source in the future.
Operators may apply to the OCD to exempt an aquifer that will never serve as a
source of drinking water. The EPA makes the final determination on all
exemptions.

C. Classes of Injection Wells

The UIC program defines an injection well as any bored, drilled or driven shaft or
adug hole, where the depth is greater than the largest surface dimension, that is
used for the subsurface emplacement of fluids. The EPA defines five classes of
injection wells according to the type of fluid they inject and where the fluid is
injected. The following are the five UIC classes of wells defined as they relate to
oil and gas operations.

Class| Industrial disposal wells that dispose of non-exempt, non-hazardous
oilfield waste.
Class|| Injection wells used to dispose of oil and gas production wastes and/or

to enhance recovery of oil and gas. Typically these wellsinject salt
water, fresh water, CO2, acid gas, or mixtures of any of these.



ClasslI Mineral extraction wells that inject water to produce salt brine used in
oil and gas operations.

ClasslV  Shalow wells that inject hazardous or radioactive wastes into or
above USDWSs. These wells are banned under the UIC program
because they directly threaten public health. They are closed when
discovered by OCD.

Class V Other categories of wells. Most are shallow and depend on gravity to
drain or inject liquid wastes into the ground above or in USDWs.
Some examples are commercial septic tank systems, dry wells, and
geothermal wells.

The vast majority of injection wellsin New Mexico are Class |1 wells utilized for
secondary recovery, pressure maintenance, or salt water disposal. There areaso a
number of gas storage wells in the state, which are regulated by the OCD as Class
Il wells athough they are no longer covered by the federal UIC program. Other
types of injection wells related to oil and gas production in the state and regulated
by the OCD include Class | wells that dispose of non-exempt, non-hazardous
oilfield waste, Class |11 brine extraction wells and Class V and oilfield service
industry wells.

The Engineering Bureau of the OCD reviews and processes applications for all
Class |1 injection projects and for some Class V geothermal injection projects.
These projects are regulated under the provisions of the OCD rules. Injection wells
at geothermal sites with a bottom hole temperature greater than 250 degrees
Fahrenheit are regulated by the OCD as prescribed in the OCD geothermal
resources rules and regulations.

The Environmental Bureau of OCD reviews and processes applications for Class |
non-exempt, non-hazardous oilfield waste disposal projects, for Class |11 brine
extraction projects, and for all Class V wells except geothermal. These wells are
regulated under the provisions of the Water Quality Control Commission (WQCC)
regulations as well as under provisions of the OCD rules.

Class V wells discovered at oilfield service industry sites are generally closed
because of the potential for serious ground water contamination by oilfield
chemicals and wastes. Applications for such wells are accepted by OCD.
However, to be approved, the applicant must demonstrate conclusively that there
will be no threat to any USDW, as defined above, for the foreseeable future.



The New Mexico Environmental Department (NMED) regulates the UIC classes
of injection wells as they are not related to oil and gas operations and regul ates
geothermal wells with bottom hole temperatures less than 250 degrees Fahrenheit.

D. Other Sources of Information

Copies of all OCD forms, OCD rules, and WQCC regulations most relevant to
underground injection control are found in the appendices of this manual. The
most updated version of the OCD rules, which contains all rules relating to oil and
gas operations, including injection, and all OCD forms are available on the OCD
website at www.emnrd.state.nm.us/ocd. The WQCC regulations are also on the
OCD website under the label WQCC Ground Water Regulations 20 NMAC 6.2.
An Environmental Handbook produced by the Environmental Bureau is also
available on the OCD web site. A printed copy of the WQCC regulations can be
obtained from the Ground Water Quality Bureau of the NMED.

The rules directly addressing underground injection control are found in Chapter
15, Part 9, of the OCD rules as well asin Appendix A of this manual. Other rules
apply to injection well construction and operation.

Notee The WQCC dedegates the regulation of all injection projects related to oil
and gas operations to the OCD. Inthe WQCC regulations, as they relate to
injection projects regulated by the OCD, references to the “ secretary” should be
considered to mean the “OCD Division Director”. Division Director is substituted
throughout this manual where the regulations refer to the secretary.

Nothing presented in this manual supersedes or negates any provisions of the OCD
rules or the WQCC regulations.
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lI. INJECTION WELL PERMIT PROCEDURES

A. Permitting Class Il Wells

1. Application

A Form C-108 (Application for Authorization to I nject) must be filed with the
Division Director for any Class |1 well or multiple well project as specified in Rule
701. Form C-108 with all required attachments must be sent to the Division
Director, Oil Conservation Division, 1220 South St. Francis Drive, Santa Fe, NM
87505.

A copy of the application must be furnished, by certified or registered mail, to the
owner of the surface of the land on which each injection well is located and to each
|leasehold operator within one-half mile of each well.

2. Approval of an Application after Hearing

Any application to establish a new pressure maintenance or water flood project
requires a hearing before a Division Examiner, or, if determined by the Division
Director, before the Oil Conservation Commission. Other applications that do not
qualify for administrative approval will also require a hearing.

Rule 1203 specifies the information that must be included in an application to
Initiate a hearing. Applications for hearing must be received by the Division
Director at least 23 days in advance of the hearing.

3. Administrative Approval of an Application

Rule 701.C grants authority to the Division Director to approve certain injection
well applications administratively without a hearing if no objection is received
after public notice as required by the rule.

a. An application for expansion of any approved pressure maintenance or water
flood project may be approved administratively unless an objection to the
application is received by the Division, or the Division Director determines
that circumstances warrant a hearing on the matter.
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b. Salt water disposal wells may be approved administratively if they meet the
requirements of Rule 701.E and no objection is received.

c. Wellsfor the underground storage of liquefied petroleum gas or liquid
hydrocarbons in secure caverns within massive salt beds may be approved
administratively by following the requirements of Rule 701.H, provided that
no objection is received.

d. Rule 701.C requires an applicant for administrative approval to provide the
OCD with a copy of alegal notice published by the applicant in a newspaper
of general circulation in the county in which the proposed injection well is
located. This notice shall be published for at least one printing. If no
objection is received within 15 days from the receipt of Form C-108 with al
necessary attachments, including proof of publication, and a hearing is not
otherwise required, the application may be approved administratively.

4, Plugging Bond Requirements

The operator of an injection well must furnish a plugging bond to the Division as
required by Rule 101. However, if the well is a producing well to be converted to
injection, and a bond already covers the well, no action regarding the bond is
required.

a. If thereisto be atransfer of ownership of wells, or of authority to inject, the
provisions of Rule 708 and Rule 1104.E must be followed. Form C-104A
(Change of Operator) must be filed.

b. Injection wells on federal land must have afederal plugging bond rather than
a state bond.

5. Area of Review

As specified in Form C-108, paragraphs V and VI, an applicant must submit data
on every well that penetrates the proposed injection zone within one-half mile of
each proposed injection well. This one-half mile radius around each proposed
injection well constitutes the well’s area of review.

a. The Division will examine the data submitted in the application on each

existing well within the area of review, as well as other relevant data. Based
on the data, it will determine whether corrective action must be taken on any
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6.

of the wellsin the area of review to prevent the possible migration of fluids
out of the proposed injection zone.

. If the Division determines that corrective action must be performed on one or

more wellsin the area of review, the Division will nonetheless issue the
applicant a permit. This permit will generally require that the operator, prior
to commencing injection operations into the proposed injection well(s),
perform all mandated corrective action on area-of-review wells. The
appropriate Division district office will closely monitor this remedial activity.

Injection Well Construction Requirements

Any injection well, whether newly drilled or converted to injection, must meet the
general casing and cementing requirements of Rule 702, asfollows. “Wells used
for injection of gas, air, water, or any other medium into any formation shall be
cased with saf e and adequate casing or tubing so as to prevent leakage, and such
casing or tubing shall be so set and cemented as to prevent the movement of
formation or injected fluid from the injection zone into any other zone or to the
surface around the outside of any casing string.”

7.

a. All wells must meet the specific cementing, casing and tubing requirementsin

Rule 107 as well as the requirements specified by other rulesin Part 3,
Drilling, of the OCD rules.

. Unless an exception from the Division is obtained, all injection wells shall be

equipped with lined tubing (e.g., plastic, fiberglass, cement).

. The packer shall be set within 100 feet of the uppermost injection perforation

or casing shoe. The Division must approve any exception to the packer
setting depth.

. As specified in Rule 704.A, al injection wells shall be pressure tested prior to

the commencement of injection to assure the integrity of the casing, tubing
and packer.

Drilling A New Injection Well

To apply to drill anew injection well, an operator must follow the procedures
contained in Part 3, Drilling, of the OCD rules. Rule 102 requires the operator to
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submit a notice of intention to drill on Form C-101, and obtain Division approval
before starting drilling operations.

a. Rule 1103.C specifies that an operator drilling a new injection well must file
Form C-103 (Sundry Notices and Reports on Wells) as a subsequent report
within ten days after the commencement of drilling operations. Such report
shall indicate the hour and the date the well was spudded.

b. Form C-103 must be filed and approved by the Division before the operator
may effect a change of plans from those previously approved on Form C-101
or alter awell’s casing program (Rule 1103.A).

c. A report of acasing and cement test shall be filed on Form C-103 within ten
days following the setting of each string of casing or liner (Rule 1103.D).

8. Permit Conditions

Each permit to inject issued by the Division will contain provisions for operation,
maintenance and reporting. Conditions are also contained within Rules 703, 704,
and 705. Among the provisions specified by permit or rule are the following:

a. The type of fluid authorized to be injected.

b. The tubing size and lining material.

c. The packer setting depth.

d. The maximum surface injection pressure.
In addition, injection wells shall be equipped to facilitate periodic testing to assure
continued mechanical integrity. The casing-tubing annulus shall be loaded with an
inert corrosion-inhibiting fluid and equipped with a pressure gauge at the surface
or left open to the atmosphere to facilitate detection of leakage in the casing,

tubing, or packer. Prior to the commencement of injection and any time the tubing
is pulled or the packer is reseated, the well shall be pressure tested for mechanical

integrity.
The operator shall notify the Division of the date injection commenced in any well.

0. Permit Duration
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Each permit for a Class |1 injection well contains a provision whereby the permit
expires one year from the date of issuance if the operator has not commenced
injection operations into the well. The operator may apply to the Division Director
for an extension based on valid reasons.

As specified in Rule 705.C, whenever there is a continuous one-year period of
non-injection into any injection, storage, or salt water disposal well, the authority
to inject shall automatically terminate; however, injection wells within an active
secondary or tertiary recovery project or storage project shall not be subject to the
provisions of thisrule.

10. Permit Modification

On occasion, it may become necessary to amend an existing injection permit.
Permit modifications may include, but are not necessarily limited to:

a. Changing the well tubulars.

b. Expanding the injection interval to include additional perforations within the
permitted injection formation.

c. Expanding the injection interval to include an additional formation.

d. Changing the source and/or nature of the injection fluid. (Form C-108
requires that the applicant identify and provide an analysis of all sources of
water to be injected into the well. If fluids from additional sources are to be
Injected, the applicant must identify and provide an appropriate analysis of
these fluids.)

e. Increasing the maximum surface injection pressure.

All permit modification applications must be submitted to the Division Director
and will be processed by the Engineering Bureau.

f. Some permit modifications, such as changing the tubing, changing the source
and/or nature of the injection fluid, or increasing the maximum surface
Injection pressure, are considered minor permit modifications. These types of
permit modifications may be applied for by aletter to the Division that details
the proposed changes, and includes supporting data, if necessary.
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g. Some permit modifications, such as adding additional perforations within the
permitted injection formation or adding additional injection formations, are
considered major permit modifications. Generally, major permit
modifications require that the operator file anew Form C-108, complete with
the applicable attachments, and that the operator provide notice, both by
publication and by mail, as required by Form C-108.

h. All permit modifications are generally approved administratively. However,
upon receipt of an objection from an affected person or if the Division
Director deems it necessary, the permit modification request may be set for
hearing before a Division Examiner.

11. Transfer of Authority to Inject

As specified in Rule 708, authority to inject granted under any order of the
Division is not transferable except upon approval by the Division. Approval of
transfer of authority to inject may be obtained by filing Form C-104A in
accordance with Rule 1104.E.

B. Permitting Class | Non-hazardous Waste Disposal Wells, and
Class Il Brine Extraction Wells

Regulations referenced are of the New Mexico Water Quality Control
Commission.

1 Discharge Permit Required

No person may operate a Class | Non-hazardous Waste Disposal Well or a Class
[11 Brine Extraction Well without first obtaining an approved discharge permit
from the Oil Conservation Division.

2. Discharge Permit Application

To obtain approval of adischarge permit for aClass| or aClass 11 injection well,
an operator must submit a completed application with all required attachments to
the Division Director, Oil Conservation Division, 1220 South St. Francis Drive,
Santa Fe, N.M. 87505.

a. An applicant for a Class | well must submit a completed Dischar ge Permit
Application For Class| Non-Hazardous Waste Disposal Wells. An
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applicant for a Class I11 well must submit a completed Dischar ge Per mit
Application for Brine Extraction Facilities. Guidance documents to assist
in completion of application forms may be found on the OCD website,
www.emnrd.state.nm.us/ocd.

b. A completed OCD Form C-108 (Application for Authorization to I nject),
with all necessary attachments, is to be included with all applications for
Class| and Class |11 wells. A Form C-101 (Application for Permit to Drill,
Re-enter, Deepen, Plug Back, or Add a Zone) isrequired if the injection
well isto be newly constructed, or a Form C-103 (Sundry Notices and
Reportson Wells), isrequired if an existing well isto be converted to
Injection.

Note: Form C-108 specifies a one-half mile radius area of review, however
aone-mileradius area of review isrequired on all Class| and Class |11 wells.

c. Regulation 5101 specifies additional requirements for making application or
for renewing a discharge permit for aClass | or Class 111 well. Regulation
5102 specifies additional application requirements, including a plugging and
abandonment plan. Special requirements specified in Regulation 5101 for
Class |11 applications include the following:

(1) Regulation 5101.C.2 specifiesthat Class 11 applicants must address
the methods to be used to restore ground water following final
termination of operations.

(20 Regulation 5101.E specifies requirements for applications for
multiple well Class [11 projects.

d. Regulation 5210 specifies information, diagrams and maps which must be
submitted as part of the application for a Class | or Class |11 well(s) discharge
permit.

e. Regulation 3108 specifies public notice requirements for discharge permit
applicants.

3. Public Notice Requirements; Discharge Permit Approval after a Hearing

As specified in Regulation 3108.A, within 30 days of submission of an application
for a discharge permit, modification, or renewal, the applicant shall provide notice
to the general public in the locale of the proposed discharge in aform provided by
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the Division by each of three methods (or specified alternative methods of
notification) listed in Regulation 3108.A.

a. Regulation 3108.E specifies the information that must be provided in the
public notice.

b. Regulation 3108.B specifies that, within 15 days of completion of the above
public notice requirements, the applicant must submit to the Division proof of
notice, including certified mail receipts and an affidavit of posting, as

appropriate.

c. Regulation 3108.C specifies that, within 30 days of receipt of an application,
the Division shall review the application for administrative completeness.
Should the Division deem the application incomplete, additional information
will be requested. The Division will notify the applicant in writing when the
application is deemed to be administratively complete.

d. Regulation 3108.G specifies that, within 60 days after the Division makes its
administrative completeness decision and all required technical information is
available, the Division shall make available a proposed approval or
disapproval of the application, including conditions for approval proposed by
the Division or the reasons for the disapproval. The Division shall mail a
copy of the proposed approval or disapproval to the applicant and carry out
the public notice requirements of this section of the regulation.

e. Regulation 3108. J specifies that, for aperiod of at least 30 days following
public notice of the application, including the proposed approval or
disapproval of the application, written comments may be submitted to the
Division and any interested parties may request a public hearing in writing.
Requests for a hearing must set forth the reasons why a hearing should be
held. The Division will consider all comments.

f. A public hearing will be held if the Division Director determines thereis

significant public interest. Notice of a hearing must be given at least 30 days
beforeit is held.
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0. Regulation 3110 specifies rules for conducting hearings. The Division
Director may appoint an impartial hearing officer to preside over the hearing.
The hearing officer will issue areport within 30 days after the hearing record
Iscomplete. The Division Director shall issue a decision in the matter no
later than 30 days after receiving the hearing report.

h. Regulation 3109 requires that the Division Director shall, within 30 days
after the administrative record is complete approve, approve with conditions,
or disapprove the proposed discharge permit. If a public hearing has been
held, the administrative record will include, in addition to all other
information regarding the application, all of the documents filed with the
hearing clerk, al exhibits offered into evidence at the hearing, the written
report of the hearing examiner, and the written transcript or tape recording of
the hearing.

I. Regulations 3112 and 3113 specify procedures for filing an appeal of the
Division Director’s decision to the Water Quality Control Commission
(WQCC) and, subsequently, to the courts.

4. Administrative Approval of an Application

If, after the mandated 30-day public comment period, the Division Director
determines that the administrative record is complete and there is insufficient
public interest to warrant a hearing, Regulation 3109 requires the Director, within
30 days, to approve, approve with conditions, or disapprove the proposed
discharge permit administratively.

Asin the case of decisions rendered after hearing, appeals of the Division

Director’ s administrative decisions may be made to the Water Quality Control
Commission (WQCC) and, subsequently, to the courts, as specified in Regulations
3112 and 3113.

5. Financial Assurance Reguirements

As specified by Regulation 5210.B.17, applicants must submit to the Division
Director information demonstrating the financial ability of the prospective
discharger to undertake measures necessary to prevent contamination of ground
water, including the proper closing, plugging and abandonment of the well(s), as
well as ground water restoration, if applicable. Acceptable measures for making
the required demonstration, such as a surety bond, are described in this regulation.
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As specified in OCD Rule 101, a plugging bond is required prior to the
commencement of any new well drilling operations.

6. Area of Review and Corrective Action

Regulation 5202 describes the area of review around the proposed injection well
for which detailed information on all wells which penetrate the injection zone
within that area must be supplied to the Division by the applicant.

a. In practice, the radius of the area of review is determined on a site-specific
basis, based on geologic and other conditions at the site and its surrounding
area.

b. The applicant must assume that aradius of one mile for the area of review
will be required unless the Division requires a larger or smaller radius.
Determination of the required size of the area of review will be based on
justification provided by the applicant and al other information available to
the Division.

c. Regulation 5203 requires that the Discharge Permit Application include
proposed corrective actions that the applicant will undertake to repair
improperly sealed, completed, or abandoned wells in the area of review, in
order to prevent the migration of contaminants into ground water (USDW)
having 10,000 mg/l TDS or less. The Division Director will determine if the
proposed corrective actions are sufficient.

d. All required corrective action to wells in the area of review must have been
completed prior to the operation or continued operation of these well(s) unless
the injection pressure of the injection well(s) is limited so as to prevent any
migration of fluidsinto aUSDW in the area of review. This pressure
limitation may be removed after all required corrective action has been taken.

7. Injection Well Construction Reguirements

Regulation 5205 specifies construction requirements for Class | non-hazardous
waste injection wells and for Class |11 brine wells.

a. Regulation 5205.B specifies that Class | wells must inject into a formation

beneath the lower-most formation containing, within one quarter mile of the
well bore, water containing 10,000 mg/l TDS (USDW).
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b. Regulation 5207.B.2 specifies that Class | wells must be equipped with
continuous monitoring devices to provide arecord of injection pressure, flow
rate, flow volume, and pressure on the annulus between the tubing and the
long string of casing.

c. Regulation 5205.C requiresthat Class 111 well applications include
monitoring wells should injection take place into a USDW.

d. Regulation 5102 specifies pre-construction requirements for Class | and
Class |11 wells, including notification in writing to the Division Director prior
to the commencement of drilling or construction.

e. In addition to following the requirements of the WQCC regulations, operators
drilling awell must meet the specific cementing, casing, and tubing
requirements of Rule 107 in Part 3, Drilling of the OCD rules as well as the
requirements of other rulesin Part 3.

(1)  Unless an exception from the Division is obtained, all disposal and
injection wells shall be equipped with lined tubing (e.g., plastic,
fiberglass, cement).

(2) The packer shall be set within 100 feet of the uppermost injection
perforation or casing shoe. The Division must approve any exception
the packer setting depth.

f. Regulation 5102.B requiresthat all plans, specifications and pertinent
documents listed in that section for Class |11 applications be filed 90 days
prior to the planned commencement of construction or conversion.

g. Within 30 days after completion of construction, the Division must be
notified in writing that construction or conversion of a Class I11 well(s) was
completed in accordance with submitted plans, or as-built plans must be
submitted detailing changes from the originally submitted plans and
specifications.

h. Regulation 5204 specifies that an injection well must have an initial pressure

test with liquid or gas to demonstrate mechanical integrity prior to the
commencement of injection.
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8. Permit Conditions

As specified in Regulation 3109, the Division Director shall approve, approve
with conditions, or disapprove a proposed discharge permit within 60 days after the
Director deems the administrative record to be complete. The applicant must agree
in writing to the conditions imposed. All commitments contained in the discharge
permit, itself, must also be carried out.

a. Conditions may include production method, mechanical integrity tests,
maximum injection pressure, surface conditions, spill reporting requirements,
waste disposal and others.

b. Regulation 5206 specifies general operating conditions for Class | and Class
[11 wells relating to maximum injection pressures and the initiation of new
fractures.

0. Permit Duration

Regulation 3109.H. (4) specifies that a discharge permit shall not be approved for
aperiod longer than five years from the date the discharge began in the case of a
new injection well.

Regulation 3106 specifiesthat, if the holder of a discharge permit submits an
application for renewal at least 120 days before the discharge permit expires, and
the discharger is not in violation of the discharge permit on the date of its
expiration, then the existing discharge permit for the same activity shall not expire
until the application for renewal has been approved or disapproved.

Permit Modification

Applications for modification of a discharge permit may be submitted to the
Division Director as specified in Regulations 3106, 3107, and 3109.

a. Permit modification applications will be evaluated under the provisions of
Regulation 3109. Within 60 days after the Director judges the administrative
record to be complete, and all required information is available, the Director
will approve, approve with conditions, or disapprove the permit modification
application.

b. Regulations 5101 and 5102 authorize the Division Director to require
modification (or termination) of permitsif further information before, during,

22



or after construction establishes that the approved conditions of construction
or operation of awell(s) may result in adverse impacts on ground water
quality.

10. Transfer of Authority to Inject

Regulation 5101.H specifies the requirements for transferring a discharge permit
for aClass| or Class |11 well to another operator.

The Division Director must receive written notice at least 30 days before the
proposed transfer date. The Director may require modification of the discharge
permit as a condition of transfer, and may require demonstration of adequate
financial responsibility.

11.  Permit Fees

Regulation 3114 specifies the amounts and procedures for paying the fees required
when submitting a Discharge Permit Application for aClass| or Class I11 well.

C. Permitting Class V Wells

1 Restrictions on Class V Wells

The OCD regulates Class V wells of any kind at all oil and gas-related facilities.
Most such wells are shallow, industrial disposal wells using gravity to dispose of
waste fluid into the ground above or into underground sources of drinking water
(USDW).

No Class V industrial waste disposal well will be permitted unless the operator can
demonstrate to the satisfaction of the Division that the contaminants in the waste
will not migrate in the reasonably foreseeabl e future and cause surface or ground
water containing 10,000 mg/l TDS concentration or less (USDW) to exceed any of
the Human Health Standards listed in Regulation 3103.A.

2. Discharge Permit Application

A completed Discharge Permit Application, with all required attachments,
including documentation demonstrating that the waste to be discharged into the
well will not cause surface or ground water to exceed any Human Health Standard
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listed in Regulation 3103.A, must be submitted to the Division Director, Oil
Conservation Division, 1220 South St. Francis Drive, Santa Fe, N.M. 87505.

As stated in Regulation 5006, applicants for a Class V well discharge permit must
meet the requirements of Regulations 3000 through 3999 which specify
information that must be contained in the Discharge Permit Application.
Applicants also must meet the requirements of Regulations 5000 thr ough 5006
regarding underground injection.

Additional guidance in preparing a Class V well Discharge Permit Application
may be obtained from the Environmental Bureau of the Division.

3. Public Notice Reguirements; Discharge Permit Approval after a Hearing and
Administrative Approval of an Application

Public notice requirements, hearing requirements, and permit approval
requirements for Class V well applications are identical to Class | and Class |11
well application requirements.

4. Permit Conditions

As specified in Regulation 3109, the Division Director shall approve, approve
with conditions, or disapprove a proposed discharge permit within 60 days after the
Director deems the administrative record to be complete. The applicant must agree
In writing to the conditions imposed. All commitments contained in the Discharge
Permit Application must also be carried out.

Conditions may include ground water monitoring, waste analysis, spill reporting,
and others.

5. Permit Duration and Modification

Permit duration and modification requirements for ClassV well permits are
Identical to those for Class | and Class |11 well permits.

6. Transfer of Authority to Inject

Regulation 3111 specifies requirements for transferring the authority to inject
granted by a Class V well discharge permit to another operator.
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l1l. WELL OPERATIONS

A. Class Il Well Operational Requirements

1 General Requirements

As specified in Rule 703, injection projects, including injection wells and
producing wells and all related surface facilities, shall be operated and maintained
at all timesin such a manner that will confine the injected fluids to the interval or
intervals approved. Operation and monitoring of wells must assure continued
mechanical integrity which will result in no significant leak in tubular goods and
packing materials used, and no significant fluid movement through vertical
channels adjacent to the well bore.

2. I njection Pressure

All injection wells permitted by the Division are subject to a surface injection
pressure limitation. Wells are required to be equipped with a pressure-limiting
device, which will ensure that the maximum surface injection pressure is not
exceeded.

The initial permitted injection pressure islimited to 0.2 psi/ft. to the uppermost
perforation, or to that pressure specified in the Division Order authorizing
injection. Wells may be permitted at a higher initial injection pressure at the time
of application if adequate step-rate test information is provided as part of the C-108
application package, as described in Section I11.A.3 below.

3. Pressure I ncreases

The Division may authorize an increase in injection pressure upon a proper
showing by the operator that such higher pressure will not fracture the formation
and will not result in migration of injected fluids from the authorized injection
Zone.

Such proper showing shall consist at least of avalid step-rate test run in a manner
acceptable to the Division; provided however, in granting injection pressure
Increases, the Division may accept certain other engineering or geologic data that
will show the formation parting pressure, or that will show that fractures within the
injection interval will not extend into the confining strata.
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As specified in Rule 704.C, advance notice must be given to the appropriate
Division district office of the date and time of any step-rate test scheduled for the
purpose of seeking an increase in the authorized pressure in a disposal or injection
well.

Copies of al injection or disposal well pressure-limit increase applications and
supporting documentation shall be submitted to the Division Director and to the
appropriate Division district office.

4, Fluids Authorized for Injection into Class || Wells

In general al fluid waste associated with the exploration, development and
production of crude oil or natural gasis authorized to be injected into Class |1
wells. Some examples of these fluid types include produced water, drilling fluids,
drill cuttings, well completion fluids, treatment and stimulation fluids.

a. If the operator of a Class I well is not certain whether a type of fluid can be
placed within a Class Il well, he is advised to consult with the Division
Director.

b. Form C-108 requires that the operator identify the fluids to be injected within
the Class |1 well and provide an appropriate analysis of these various fluids.

c. Operators should make every attempt to advise the Division if fluids from
additional sources other than those identified in their initial permit application
are accepted for injection.

d. Enforcement action by the Division or by the Environmental Protection
Agency shall be taken against any Class || well operator if it is determined
that such operator is receiving and injecting fluids not authorized to be
injected into a Class |1 well.

5. Monitoring

As specified in Rule 704.B, injection wells shall be equipped so that the injection
pressure and annulus pressure may be determined at the well head, and the
injection volume may be determined and reported at the prescribed interval.

a. Operators must regularly monitor the casing/tubing annulus of all wellsfor
leaks and make immediate repairs if leaks are discovered.
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b. As specified in Rule 703.C, the failure of any injection well or surface facility
which may endanger underground sources of drinking water shall be reported
under the “Immediate Notification” procedure of Rule 116. The failed well
must be shut-in.

B. Class | and Class Ill Well Operational Requirements

1. General Requirements

Class | Non-hazardous Waste and Class |11 Brine Extraction Wells, including all
related surface facilities, shall be operated and maintained at all timesin such a
manner as will confine the injected fluids to the interval or intervals approved. The
operator shall monitor the mechanical integrity of all wellsin order to prevent
leaks and fluid movement through vertical channels adjacent to the well bore.

2. I njection Pressure

As specified in Regulation 5206, the maximum injection pressure at the wellhead
for Class| and Class |11 wells shall not initiate new fractures or propagate existing
fractures in the confining zone, or cause the movement of injection or formation
fluid into a USDW except into a designated aguifer approved under the
requirements of Regulation 5103.

a. The operator shall be required to demonstrate that the maximum injection
pressure proposed will not cause fractures as specified above. The maximum
injection pressure will be specified in the discharge permit.

b. InaClass | well, an injection pressure which will initiate new fractures or
propagate existing fractures will be permitted only during well stimulation if
approved by the Division Director.

c. InaClass Il well, initiation of new fractures or propagation of existing
fractures in the injection zone shall not be approved.

3. Authorized Injection Fluids

a. Class | wells are authorized to inject the following:
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(1) any fluids authorized for Class Il wells (see Section I1.A.4, above), or
(2) any oil and gas associated wastes that are not classified hazardous by
the Environmental Protection Agency under 40 CFR Part 261.
b. Class |11 wells are authorized to inject fresh or saline water.

4. Pressure I ncreases

A permit modification application requesting a pressure increase for Class | or
Class |11 wells may be submitted to the Division Director as described in Section
[1.B.10, above.

Pressure increases will be approved only if they meet the requirements described in
Section 111.A.3, above.

5. Monitoring

Requirements for monitoring the operation of Class| and Class |11 wells are
specified in Regulation 5206. Among the requirements are the following:

a. Operators of Class | wells shall equip the well(s) with continuous monitoring
devicesto provide arecord of injection pressure, flow rate, flow volume, and
pressure on the annulus between the tubing and the long string of casing.

b. Class | well operators shall provide analysis of the injected fluids at |east
quarterly.

c. Asrequired by the discharge permit, Class | well operators shall provide wells
in the area of review to monitor pressure in and possible fluid movement into
USDWs.

d. Class 111 well operators shall provide appropriate monitoring of injected and
produced fluid volumes by whichever of the following two methods the
discharge permit requires.

(1) recording injection pressure and either flow rate or volume every two

weeks, or
(2) metering and daily recording of fluid volumes.,
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e. Class |1l well operators shall provide an analysis or description of the injected
fluids, whichever the discharge permit requires.

f. If monitor wells are required, they shall be monitored for:
(1) water chemistry parameters used to detect any migration of fluids
from the injection zone, and

(2) fluid levels adjacent to the injection zone.

6. Well Workover Operations

OCD approval must be obtained prior to performing remedial work or any other
workover. Approval will be requested on OCD Form C-103 (Sundry Notices and
Reportson Wells), as described in Rule 1103.A).

7. Notification When Injection is Discontinued

The OCD must be notified when operations of awell are discontinued for a period
in excess of six months.

Prior to closure of the well and associated facilities, a closure plan must be

submitted to the Division and approved by the Director. More information is
provided in Section VII1.B.1.

C. Class V Well Operational Requirements

1 General Reguirements

Permitted Class V industrial waste disposal wells must be operated in compliance
with the conditions specified in the discharge permit.

2. Authorized Injection Fluids

Only wastes containing the contaminants listed in the Discharge Permit
Application may be injected in a permitted Class V well.

Operators desiring to inject other wastes must apply for a discharge permit
modification as described in Section I1.B.10, above.
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V. INSPECTION PROCEDURES

A. Class Il Well Inspections

1 General Inspection

District office compliance officers periodically inspect wells and surface facilities
to assure that all wells and related surface equipment are in good repair and |eak-
free, and that all aspects of the site and equipment conform with Division rules and
permit conditions. Required gauges and other monitoring devices are inspected
and/or tested to determine if they are in good operating condition.

The inspector reads all pressure gauges and flow meters to determine if the well is
Injecting at or below the permitted injection pressure, and to determine if the well
Is properly equipped to measure injected volumes. The inspector ascertains that
the required casing-tubing annulus monitoring equipment is installed on the well
and isin good working condition.

2. Well Construction and Repair

District office compliance officers may be present on site to witness the
construction or repair of injection wellsin order to verify that casing, cementing,
tubing and packer setting requirements, as well as all other requirements of the
permit and the rules, are being followed by the operator.

Operators are required to notify the district office before commencing drilling, well
construction or repair operations.

3. Internal Mechanical Integrity Tests (IMIT)

As specified in Rule 704.A, prior to commencement of injection and any time the
tubing is pulled or the packer is reseated, wells shall be pressure tested to assure
the mechanical integrity of the casing, tubing and packer. At least once every five
years following the initial test, wells shall be pressure tested again to assure
continued mechanical integrity.

a. The operator shall advise the district office of the date and time of any initial,

five year or special testsin order that such tests may be witnessed by a
compliance officer.
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b. AnIMIT shall be conducted by pressure testing the casing/tubing annulus to
aminimum pressure of 300 psi for 30 minutes or such other pressure and
duration as may be specified by the District Supervisor.

c. All casing/tubing pressure tests shall be recorded using a strip chart recorder
or other acceptable device.

d. In the event a 10% reduction in pressure is recorded during a 30-minute test,
the test shall be considered afailure and the well must be shut-in until the leak
Isfound and repaired.

4, External Mechanical Integrity Test (EMIT)

A well is considered to have external mechanical integrity if the well is constructed
and cemented so as to preclude the migration of injected fluid, behind the casing,
to any USDW or to other formations.

In determining whether awell has external mechanical integrity, the Division will
generally examine the casing and cementing records of the well.

If the casing and cementing records are not sufficient to make this determination,
the Division may require an operator to conduct a Radioactive Tracer Survey, or
other test, to confirm that injected fluid is being confined to the injection interval.

5. Bradenhead Test

In addition to the pressure testing of all wells every five years, an annual
bradenhead test of each injection well, except for those cemented to the surface,
will be scheduled and witnessed by district compliance officers to assure the
integrity of the casing/tubing and casing/casing annuli.

a. Bradenhead tests are simply an examination of awell at such time as the
surface, intermediate and production casing valves at the surface are opened
to the atmosphere. Any recorded pressure and fluid flow from any casing
string may constitute awell failure.

b. Operators are generally required to shut-in all casing valves at the surface a
minimum of 24 hours prior to testing.
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c. Digtrict offices will notify the operators of the bradenhead test schedule and
inform them of what isrequired at the well site, including company personnel
to conduct the test.

B. Class | and lll Well Inspections

1 Mechanical Integrity Test (MIT)

As specified in Regulation 5204, Class | and Class |11 wells must have mechanical
integrity. There must be no significant, detectable leak in the casing, tubing or
packer at maximum operating temperature and pressure; and no detectable conduit
for fluid movement out of the injection zone through the well bore or vertical
channels adjacent to the well bore.

a. Prior to the start of well injection and at least once every five years, each
Class | Non-hazardous Waste Disposal Well and each Class |11 Brine
Extraction Well must be tested for mechanical integrity as follows:

(1) For evaluation of leaks,

(@) Monitoring of annulus pressure (after an initial pressure test with
liquid or gas before operation commences), or
(b) Pressure test with liquid or gas.

(2) For determination of conduits for fluid movement,

(& The results of atemperature or noise log, or

(b) Where the nature of the casing used for Class |11 wells precludes
use of these logs, demonstrate the presence of adequate cement to
prevent such movement.

b. Requirements for the tests are specified in the discharge plan permit and the
operator is asked to submit a proposed mechanical integrity testing program
to the Division. Further guidance will be provided by the Environmental
Bureau.
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. The operator shall advise the Environmental Bureau, using Form 103
(Sundry Notices and Reports on Wells) of the date and time of any initial,
five year or special MIT in order that such tests may be witnessed by bureau
or district office personnel.

d. Should an MIT indicate aleak in the well, the well must be shut-in until the
leak is repaired.

e. In addition, for Class |1l wells, the Division requires an annual open hole
cavern formation pressure test. The Environmental Bureau will determine a
schedule for these tests and notify the operators of the time and the
requirements for the tests. The tests will be witnessed by bureau or district
office personnel.

2. Surface Inspections

At least once a year, Environmental Bureau personnel will make a detailed surface
inspection of every Class | and Class || well site.

a. Theinspector shall verify that all discharge permit conditions are being met.
b. Inspections shall include al areas of the site, including drum storage, process
areas, above ground tanks, above ground saddle tanks, proper labeling of all

containers, and all other site facilities.

3. Testing of Below Grade Tanks/Sumps

All below grade tanks, sumps and pits must be approved by the OCD prior to
installation or upon modification and must incorporate secondary containment and
leak-detection into the design.

a. All sumps and bel ow-grade tanks must be tested to demonstrate their
mechanical integrity and every year thereafter they must be re-tested.
Operators may propose various methods for testing.

b. The OCD must be notified at least 72 hours prior to any test so that the test
may be witnessed by Division personnel.



4. Testing of Underground Process/Wastewater Lines

a. All underground process/wastewater pipelines must be tested to demonstrate
their mechanical integrity and every five years from the tested date thereafter.
Operators may propose various methods for testing.

b. The OCD must be notified at least 72 hours prior to any test so that the test
may be witnessed by Division personnel.

C. Class V Well Inspections

At least annually, the Environmental Bureau will inspect permitted Class V well
sites to determine whether all discharge permit conditions are being met. The waste
being discharged must be analyzed to determine that it does not contain
contaminants other than those approved in the discharge permit.



V. REPORTING REQUIREMENTS

A. Class Il Well Reporting Requirements

1 General Requirements

As specified in Rule 706, operators of injection wells of any kind must keep
accurate records and report monthly to the Division gas or fluid volumes injected,
stored, and/or produced. As specified in Rule 1100.C, all records used to make
and substantiate these reports must be kept for a period of not less than five years.
Rules 1100 — 1136 in Part M — Reports specify reporting requirements and the
forms required for all oil and gas operations. Most reports may be filed either on
paper or electronically.

2. Form C-115

All operators of pressure maintenance injection wells, secondary recovery injection
wells and salt water disposal wells are required to report monthly injection
volumes utilizing Form C-115 as specified in Rule 1115.

Note: Rule 706.A specifiesthat salt water disposal well volumes are to be
reported on Form C-120-A. These volumes are now to be reported using Form
C-115instead.

3. Form C-131-A

All operators of natural gas storage wells are required to report monthly
Injection/withdrawal volumes utilizing Form C-131-A as specified in Rule 1131.
Gas storage wells are not part of the UIC program.

4, Form C-131-B

All operators of liquefied petroleum gas storage projects are required to report
annual injection/withdrawal volumes utilizing Form C-131-B as specified in Rule
1131.

5. Form C-103

Form C-103 must be filed as a Notice of Intention and a Subsequent Report as
specified in Rule 1103.
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a. Form C-103 must be filed as a Notice of Intention, and Division approval
obtained, in order to change any previously approved construction or remedial
work, or to temporarily abandon or plug and abandon well(s).

b. Form C-103 must be filed as a Subsequent Report of operations after
completing drilling, remedial work, tests of casing and cement, temporary
abandonment, plugging and abandonment, deepening or plugging back, or
change of operator of adrilling well.

6. Electronic Filing of Reports

Form C-115 monthly volume reports may be filed electronically or on paper.
Operators of 100 or more wells must file Form C-115 electronically as specified in
Rule 1115.B.

Instructions for filing electronically may be found on the OCD website
www.state.nm.us/ocd under Frequently Asked Questions (FAQ).

B. Class I and Class Ill Well Reporting Requirements

1 Class | Well Quarterly Reports

As specified in Regulation 5208.A, operators of Class | Non-hazardous Waste
Injection Wells shall report quarterly to the Division Director.

a. Quarterly reports shall include the following:

(1) The physical, chemical and other relevant characteristics of injection
fluids;

(20 Monthly average, maximum and minimum values for injection
pressure, flow rate and volume, and annular pressure; and

(3) Theresults of required monitoring, mechanical integrity tests, and any
other tests conducted during the quarter.

b. Operators of Class | wells shall submit required reports using OCD Form C-
115 (Rule 1115).
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2. Class |1l Well Quarterly Reports

As specified in Regulation 5208.B, operators of Class |11 Brine Extraction wells
shall report quarterly to the Division Director.

a. Quarterly reports shall include the following:
(1) Results of required monitoring and
(2) Results of mechanical integrity tests, open hole cavern formation

tests, and any other tests conducted during the quarter.

3. Class 111 Well Annual Report

The volumes of fluids injected (fresh water) and produced (brine) shall be recorded
monthly and submitted to the OCD Santa Fe Office in an annual report due on the
31st day of January.

a. Each annual report shall also provide information on the size and extent of the
solution cavern and geol ogic/engineering data demonstrating that continued
brine extraction will not cause surface subsidence, collapse or damage to
property, or become athreat to public health and the environment.

b. An analysis of the injected fluid and produced brine shall be provided with
each annual report.

4, Reporting Unauthorized Discharges

All spillsor leaksfrom aClass | or Class |11 well shall be reported to the Division
as specified in OCD Rule 116 and WQCC Regulation 5208.

a. Definitions of amajor and a minor release, and the differing requirements for
reporting them are contained in Rule 116.B.

b. Rule 116 requires immediate verbal notification to the OCD district office of
any unauthorized release of fluid within 24 hours of discovery.

c. Regulation 5208.A.(1) specifies that, if a Class | Non-hazardous Waste
injection well isfound to be discharging or is suspected of discharging fluids
into a zone or zones other than the permitted or authorized injection zone, the
operator shall within 24 hours notify the Division Director of the
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circumstances and action taken. The operator shall provide subsequent
written reports as required by the Director.

d. Regulation 5208.B.(1) specifies that the operator of Class |11 wells shall
notify the Division Director within 48 hours of the detection or suspected

detection of aleachate excursion, and provide subsequent written reports as
required by the Director.

C. Class V Well Reporting Requirements

The discharge permit for any Class V Industrial Waste Disposal Well will include
conditions regarding reports required to be submitted to the Division Director.
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VI. VIOLATIONS

A. Class Il Well Violations

1 Genera Policy

All permit, rule, or statute violations detected by OCD personnel or reported by
third parties or operators are subject to the enforcement policies described in the
following Section V11, Enforcement/Compliance.

2. Types of Violations

Class |1 well violations may be categorized as Significant Non-Compliance (SNC)
violations and non-SNC violations. In general, SNC violations are considered
major violations that may result in much more severe enforcement action than non-
SNC violations. Generally, SNC violations are those violations that have the
potential to contaminate USDWs. SNC violations must be reported directly to the
Environmental Protection Agency, Region VI in Dallas, TX.

Examples of SNC violations include injecting into a well without a permit,
Injecting into awell without mechanical integrity or injecting at a higher-than-
authorized injection pressure if such injection has the potential to contaminate a
USDW.

3. Examples of Violations

a. Injection without an approved permit (SNC violation) .

b. Injection into awell lacking mechanical integrity as determined by a pressure
test or other means (may be SNC or non-SNC violation).

c. Injection at a pressure higher than the permitted pressure (may be SNC or
non-SNC violation).
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d. Reporting violations:

(1) Failureto submit reportsin atimely manner.

(20  Submitting reports containing inaccurate well pressures or injection
volumes or other inaccurate data.

(3)  Submitting reports which lack required data.

e. Failure to report or remediate |eaks detected in equipment or hose lines at
well sites.

f. Missing signs or other required equipment and structures at well sites.
g. Failure to properly plug and abandon or temporarily abandon wells.
h. Failure to take prompt remedial action when ordered to do so.

I. A violation of any formal enforcement order.

. Operating violations.

B. Class | and Class Il Well Violations

Regulation 1220 specifies that, failure to comply with the Water Quality Act, or
any regulation or standard promulgated pursuant to the Water Quality Actisa
prohibited act. If the Division Director determines that a person has violated or is
violating a requirement of the Water Quality Act or any regulation promulgated
thereunder or is exceeding any water quality standard or ground water standard
contained in Commission regulations, or is not complying with a condition or
provision of an approved or modified discharge plan or permit issued pursuant to
the Water Quality Act, the Division Director may issue a compliance order, assess
a penalty, commence acivil action in district court, or accept an assurance of
discontinuance in accordance with NM SA 1978, Section 74-6-10 of the Water
Quality Act.

All permit, rule, regulation, or statute violations detected by OCD personnel, or
reported by operators or third parties are subject to the enforcement policies
described for Class | and Class |11 wellsin the following Section VII.
Enforcement/Compliance.



C. Class V Well Violations

Class V well violations will be treated in the same manner as Class | and Class |11
well violations as specified above.
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VIl. ENFORCEMENT/COMPLIANCE

A. Class Il Well Enforcement/Compliance

1. General Enforcement Policy

It is the intention of the OCD to achieve prompt, voluntary compliance by the
operators when any violation of statutes, rules, or Division ordersis detected. In
most cases, district office personnel will inform the operator verbally and in
writing what action is required to correct a detected violation. A timetable for
returning to compliance is usually specified. In most cases, when the violation is
corrected in the specified time, no further action is necessary.

a. If an operator’ s response to the district’ s request for action is unduly delayed
or is deemed to be inadequate, the violation is referred to the Division
Director and/or the OCD legal staff for further enforcement action.

b. Additionally, more detailed information regarding OCD enforcement policies
will be found in the OCD Enforcement Guidelines, a document which is
contained in Appendix C and on the OCD website,
www.emnrd.state.nm.us/ocd.

2. The OCD Enforcement Program — Six Levels of Action

a. Direct Action by District Office Compliance Monitors — Telephone calls or
personal contact on site with operators requesting correction of minor rule
violations.

b. District Office Action — Letters are sent to operators detailing corrective
actions that must be taken on defective wells detected by mechanical integrity
tests or routine field inspections. Wells shall be shut-in until required
corrective action is taken. Ninety days may be allowed after afailed MIT for
corrective action to be completed. Subsequent follow-up, including an MIT,
shall be conducted to ensure that wells have been fixed.
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c. Division Director Action — Letters, notices of violation or compliance orders
to operators order compliance in cases of serious or persistent violations,
which have not been satisfactorily resolved by district office enforcement
actions.

d. OCD Hearings — Cases may be brought to an OCD Examiner Show Cause
Hearing for afull review of the facts and evidence surrounding an incident
with subsequent issuance of a Division Order requiring compliance and
imposing fines when called for. The case may subsequently be set for a
Commission Hearing for further resolution.

e. Court Action — The Division shall seek court-ordered compliance or finesin
cases of willful violations or serious negligence possibly endangering public
health or contaminating a USDW.

f. EPA Action — In accordance with the OCD Enforcement Agreement with the
Environmental Protection Agency, certain cases of Significant Non-
compliance (SNC) will be referred to EPA for further enforcement action.

3. Emergency Enforcement Action

In response to an emergency discharge of oil, gas, or other contaminants, or in
response to any other well site emergency requiring immediate action, district
office personnel shall take appropriate action following OCD emergency response
procedures.

As specified in Rule 1202, if an emergency is found to exist that requires issuance
of an order without a hearing, the OCD or OCC may promulgate an emergency
order. An order issued pursuant to Rule 1202 shall remain in force no longer than
fifteen days from its effective date.

B. Class | and Class Ill Well Enforcement/Compliance

1 WQCC Enforcement Policy

As specified in Regulation 1220, if the Division Director determines that a person
has violated or is violating a requirement of the Water Quality Act or any
regulation promulgated thereunder, or is exceeding any water quality standard or
ground water standard contained in Commission regulations, or is not complying
with a condition or provision of an approved or modified discharge plan, or permit
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Issued pursuant to the Water Quality Act, the Division Director may issue a
compliance order, assess a penalty, commence acivil action in district court, or
accept an assurance of discontinuance in accordance with NMSA 1978, Section
74-6-10 of the Water Quality Act.

2. General OCD Enforcement Policy

It is the intention of the OCD to achieve prompt, voluntary compliance by the
operators when any violation of permit conditions, statutes, OCD rules, WQCC
regulations, or Division orders is detected. In most cases Environmental Bureau or
district office personnel shall inform the operator verbally and in writing what
action is required to correct a detected violation. A timetable for returning to
compliance is usually specified. In most cases, when the violation is corrected in
the specified time, no further action is necessary.

If an operator’s response to the request for action is unduly delayed or is deemed to
be inadequate, the violation is referred to the Division Director and/or the OCD
legal staff for further corrective action.

Additional, more detailed information regarding OCD’ s enforcement policies and
procedures, can be found in the OCD Enforcement Guidelines, a document which
Is contained in Appendix C and on the OCD web site,
www.emnrd.state.nm.us/ocd.

3. The OCD Enforcement Program — Six Levels of Action

a. Direct Action by Environmental Bureau or District Office Personnel —
Telephone calls or personal contact with operators requesting correction of
minor rule violations.

b. Environmental Bureau Action — L etters are sent to operators detailing
corrective actions that must be taken on defective wells detected by
mechanical integrity tests or routine field inspections. Wells shall be shut-in
until required corrective action is taken. Ninety days may be allowed after a
failed MIT for corrective action to be completed. Subsequent follow-up,
including an MIT, shall be conducted to ensure that wells have been fixed.




c. Division Director Action — Letters, notices of violation or compliance orders
to operators order compliance in cases of serious or persistent violations
which have not been satisfactorily resolved by Environmental Bureau
enforcement actions.

d. Water Quality Control Commission (WQCC) / OCD Hearings — Unresolved
cases may bereferred to the WQCC. The WQCC may appoint an OCD or
independent examiner to conduct a hearing to review all of the facts and
circumstances of the case. The hearing examiner prepares a report for the
WQCC which makes afinal determination of what further enforcement action
to take. The case may subsequently be set for aWQCC Hearing for further
resolution.

e. Court Action — The Division shall seek court-ordered compliance or finesin
cases of willful violations or serious negligence possibly endangering public
health or contaminating a USDW.

f. EPA Action — In accordance with the OCD Enforcement Agreement with the
Environmental Protection Agency, certain cases of significant non-
compliance will be referred to EPA for further enforcement action.

4, Emergency Enforcement Action

In response to an emergency, unauthorized discharge of contaminants or in
response to any other well site emergency requiring immediate action,
Environmental Bureau or district office personnel will take appropriate action
following OCD emergency response procedures.

72-Hour Orders Pursuant to the Water Quality Act — If a pollution source or
combination of sources poses an immediate and substantial danger to public health,
a 72-hour emergency order requiring immediate corrective action may be issued by
the Division Director or the Oil Conservation Commission, as appropriate.

C. Class V Well Enforcement/Compliance

Class V well enforcement policies and procedures are identical to those for Class |
and Class |11 wells.



VIIl. PLUGGING AND ABANDONMENT PROCEDURES

A. Class Il Well Plugging and Abandonment Requirements

1 General Requirements

Operators are responsible for properly plugging and abandoning all injection wells,
as well as other wells, when injection ceases.

Part 4, Rules 201 — 204 of the OCD rules, contains the rules governing the
plugging and abandonment of all types of oil and gas related wells, including
injection wells.

Part 9, Rule 705, gives specific requirements for injection wells.

2. Discontinuance of Injection

Rule 705 B (2) specifies that the Division must be notified within 30 days after
Injection into awell has been discontinued.

3. Temporary Abandonment

Rule 705 B (2) specifies that no injection well may be abandoned for more than
one year unless the injection interval has been isolated by use of cement or a bridge
plug. The Division Director may delay this requirement if a continuing need for
the well is demonstrated by the operator.

4, Plugging and Abandonment

Rule 705 B (3) specifies that operators must obtain approval of awell plugging
program from the district office before plugging is carried out. Rule 202 specifies
that a Notice of Intention to Plug must be filed on Form C-103. The rule specifies
the information that must be provided, including a well-bore diagram showing the
proposed plugging method.

a. Rule 202 describes acceptable plugging methods, requirements for site
restoration after plugging, and reporting requirements.
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b. Following approval of the plugging plan, 24 hour notice must be given to the
appropriate district office prior to commencing any plugging operation.

c. Following plugging, Form C-105 (Well Completion or Re-completion
Report and L og) must be filed as provided in Rule 1105.

B. Class | and Class Ill Well Plugging and Abandonment/Well
Closure Requirements

1 Plugging and Abandonment Plan Requirements

As specified in Regulation 5209, operators shall submit as part of the Discharge
Permit Application for aClass | or Class |11 injection well, a plan for plugging and
abandonment of the well which will not allow the movement of fluids through the
well bore out of the injection zone or between other zones of ground water. If
requested, arevised or updated plan shall be submitted for approval prior to
closure.

a. Regulation 5209 specifies methods required for plugging, and what
information will be considered by the Director in determining the adequacy of
a plugging and abandonment plan.

b. For Class |1l wells only, Regulation 5101.C requires the Discharge Permit
Application to address the methods or techniques to be used to restore ground
water so that upon final termination of operations, including restoration
efforts, ground water at any place of withdrawal for present or reasonably
foreseeable future use will not contain either concentrations of contaminants
In excess of the Human Health Standards specified in Regulation 3103.A or
any toxic pollutant.

2. Pre-closure Notification Reguirements

As specified in Regulation 5005, an operator must submit a pre-closure
notification to the Division at least 30 days prior to closure.

a. The Division must also be notified when injection is discontinued into any
well for a period in excess of six months.
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b. Regulation 5005 specifies the information that must be submitted in the pre-
closure notification.

c. Well closure procedures must be approved by the Division prior to being
Implemented.

C. Class V Well Plugging and Abandonment/Well Closure
Requirements

Operators shall consult with the Environmental Bureau regarding methods for
closing ClassV wells. Division approval of planned closure proceduresis
required prior to implementation.

a. As specified in Regulation 5005, an operator must submit a pre-closure
notification to the Division at least 30 days prior to closure.

b. Regulation 5005 specifies the information that must be submitted in the pre-
closure notification.
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TITLE 19 NATURAL RESOURCES & WILDLIFE
CHAPTER 15 OIL AND GAS
PART 3 DRILLING

19.15.3.101  PLUGGING BOND

A. Any person, firm, corporation, or association who has drilled or acquired, is drilling, or proposes
to drill or acquire any ail, gas, or service well on privately owned or state owned lands within this state shall
furnish to the Division, and obtain approval thereof, a surety bond running to the State of New Mexico, in aform
prescribed by the Division, and conditioned that the well be plugged and abandoned in compliance with the rules
and regulations of the Division. Such bond may be a one-well plugging bond or a blanket plugging bond. All
bonds shall be executed by a responsible surety company authorized to do business in the State of New Mexico.

B. Blanket plugging bonds shall be in the amount of fifty thousand dollars ($50,000) conditioned as
above provided, covering all oil, gas, or service wells drilled, acquired or operated in this state by the principal
on the bond.

C. One-well plugging bonds shall be in the amounts stated below in accordance with the depth and
location of the well:

(1) Chaves, Eddy, Lea, McKinley, Rio Arriba, Roosevelt, Sandoval, and San Juan Counties, New

Mexico:
Projected Depth of Proposed Well
or Actual Depth of Existing Well Amount of Bond
Less than 5,000 feet $ 5,000
5,000 feet to 10,000 feet $ 7,500
More than 10,000 feet $ 10,000

(2) All other Countiesin the State:
Projected Depth of Proposed Well

or Actual Depth of Existing Well Amount of Bond
Less than 5,000 feet $ 7,500

5,000 feet to 10,000 feet $ 10,000
More than 10,000 feet $ 12,500

D. Revised plans for an actively drilling well may be approved by the appropriate District Office of
the Division for drilling as much as 500 feet deeper than the normal maximum depth allowed on the well's bond.
Any well to be drilled more than 500 feet deeper than the normal depth bracket must be covered by a new bond
in the amount prescribed for the deeper depth bracket.

E. The bond requirement for any intentionally deviated well shall be determined by the well's
measured depth, and not its true vertical depth.

F. A cash bond may be accepted by the Division pursuant to the conditions set forth hereinafter.
Cash representing the full amount of the bond shall be deposited by the operator in an account in afederally-
insured financial institution located within the State of New Mexico, such account to be held in trust for the
Division. Both one well and blanket cash bonds shall be in the amount specified for surety bonds. A document,
approved by the Division, evidencing the terms and conditions of the cash bond shall be executed by an
authorized representative of the operator and the depository institution and filed with the Division prior to the
effective date of the bond. No cash bond will be authorized by the Director and no wells may be drilled or
acquired under a blanket cash bond unless the operator/applicant is in good standing with the Division. If the
financial status or reliability of the applicant is unknown to the Director he may require the filing of afinancial
statement or such other information as may be necessary to evaluate the ability of the applicant/operator to fulfill
the conditions of the bond.

G. From time to time any accrued interest over and above the face amount of the bond may be paid
to the operator. Upon satisfactory plugging by the operator of any well(s) covered by a cash bond, the Director
shall issue an order authorizing the release of said bond.

H. Any bond required by Section 101 of 19.15.3 NMAC is a plugging bond, not a drilling bond, and
shall endure until any well drilled or acquired under such bond has been plugged and abandoned and such
plugging and abandonment has been approved by the Division, or has been covered by another bond approved by
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the Division.

l. Transfer of a property does not of itself release abond. In the event of transfer of ownership of a
well, the appropriate form, C-103 or C-104, properly executed, shall be filed with the District Office of the
Division in accordance with Rule 1103 or Rule 1104 by the new owner of the well. The District Office may
approve the transfer providing that a new one-well bond covering the well or a blanket bond in the name of the
new owner has been approved by the Santa Fe office of the Division.

J Upon approva of the bond and the Form C-103 or C-104, the transferror is released of plugging
responsibility for the well, and upon request, the original bond will be released. No blanket bond will be
released, however, until all wells covered by the bond have been plugged and abandoned or transferred in
accordance with the provisions of Section 101 of 19.15.3 NMAC.

K. All bonds shall be filed with the Santa Fe office of the Division, and approval of such bonds, as
well as releases thereof, obtained from said office.

L. All bonds required by these rules shall be conditioned for well plugging and location cleanup
only, and not to secure payment for damages to livestock, range, water, crops, tangible improvements, nor any
other purpose.

M. Upon failure of the operator to properly plug and abandon the well(s) covered by a bond, the
Division shall give notice to the operator and aurety, if applicable, and hold a hearing as to whether the well(s)
should be plugged in accordance with a Division-approved plugging program. If, at the hearing, it is determined
that the operator has failed to plug the well as provided for in the bond conditions and Division Rules, the
Division Director shall issue an order directing the well(s) to be plugged in atime certain. Such an order may
also direct the forfeiture of the bond upon the failure or refusal of the operator, surety, or other responsible party
to properly plug the well(s). If the proceeds of the bond(s) are not sufficient to cover all of the costs incurred by
the Division in plugging the well(s) covered by the bond, the Division shall take such legal action as is necessary
to recover such additional costs. Any monies recovered through bond forfeiture or legal actions shall be placed
in the Oil & Gas Reclamation Fund.

[1-1-50, 6-17-77, 6-5-86, 2-1-96; 19.15.3.101 NMAC - Rn, 19 NMAC 15.C.101, 11-15-01]

19.15.3.102 NOTICE OF INTENTION TO DRILL

A. Prior to the commencement of operations, notice shall be delivered to the Division of intention to
drill any well for oil or gas or for injection purposes and approval obtained on Form C-101. A copy of the
approved Form C-101 must be kept at the well site during drilling operations.

B. No permit shall be approved for the drilling of any well within the corporate limits of any city,
town, or village of this state unless notice of intention to drill such well has been given to the duly constituted
governing body of such city, town or village or its duly authorized agent. Evidence of such notification shall
accompany the application for a permit to drill (Form C-101).

C. When filing a permit to drill in any quarter-quarter section containing an existing well or wells,
the applicant shall concurrently file a plat or other acceptable document locating and identifying such well(s) and
a statement that the operator(s) of such well(s) have been furnished a copy of the permit.

[1-1-50, 5-22-73...2-1-96; 19.15.3.102 NMAC - Rn, 19 NMAC 15.C.102, 11-15-01]

19.15.3.103  SIGN ON WELLS

A. All wells and related facilities regulated by the Division shall be identified by a sign, which sign
shall remain in place until the well is plugged and abandoned and the related facilities are closed.
For drilling wells, the sign shall be posted on the derrick or not more than 20 feet from the well.
The sign shall be of durable construction and the lettering shall be legible and large enough to be read under
normal conditions at a distance of 50 feet.

D. The wells on each lease or property shall be numbered in non-repetitive, logical and distinctive
sequence.
E. An operator will have 90 days from the effective date of an operator name change to change the

operator name on the well sign unless an extension of time, for good cause shown along with a schedule for
making the changes, is granted.
F. Each sign shall show the:
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(1) number of well;

(2) name of property;

(3) name of operator;

(4) location by footage, quarter-quarter section, township and range (or Unit Letter can be
substituted for the quarter-quarter section); and

(5 APl number.
[1-1-50, 2-1-96, 6-30-97, 3-31-00; 19.15.3.103 NMAC - Rn, 19 NMAC 15.C.103, 11-15-01; A, 01-31-03]

19.15.3.105 PIT FOR CLAY, SHALE, DRILL FLUID AND DRILL CUTTINGS

A. In order to assure a supply of proper material for mud-laden fluid to confine oil, gas, or water to
their native strata during the drilling of any well, operators shall provide before drilling is commenced an
adequate pit for the accumulation of drill cuttings. Drilling fluids and drill cuttings must be disposed of at the
well site in a manner to prevent contamination to surface or subsurface waters. Removal of drilling fluids or drill
cuttings for offsite disposal will be permitted only by approval of the appropriate Division district supervisor.

B. To protect migratory birds, pits used for drilling, completion, blowdown, workover or an
emergency immediately after cessation of the activity must have oil removed from their surface or be screened,
netted or covered.

[1-1-50, 9-1-89...2-1-96; 19.15.3.105 NMAC - Rn, 19 NMAC 15.C.105, 11-15-01]

19.15.3.106  SEALING OFF STRATA

A. During the drilling of any oil well, injection well or any other service well, all oil, gas, and water
strata above the producing and/or injection horizon shall be sealed or separated in order to prevent their contents
from passing into other strata.

B. All fresh waters and waters of present or probable value for domestic, commercial, or stock
purposes shall be confined to their respective strata and shall be adequately protected by methods approved by
the Division. Special precautions by methods satisfactory to the Division shall be taken in drilling and
abandoning wells to guard against any loss of artesian water from the strata in which it occurs, and the
contamination of artesian water by objectionable water, ail, or gas.

C. All water shall be shut off and excluded from the various oil- and gas-bearing strata which are
penetrated. Water shut-offs shall ordinarily be made by cementing casing.

[1-1-50, 3-1-91...2-1-96; 19.15.3.106 NMAC - Rn, 19 NMAC 15.C.106, 11-15-01]

19.15.3.107 CASING AND TUBING REQUIREMENTS

A. Any well drilled for oil or natural gas shall be equipped with such surface and intermediate
casing strings and cement as may be necessary to effectively seal off and isolate all water-, oil-, and gas-bearing
strata and other strata encountered in the well down to the casing point. In addition thereto, any well completed
for the production of oil or natural gas shall be equipped with a string of properly cemented production casing at
sufficient depth to ensure protection of oil- and gas-bearing strata encountered in the well, including the one(s) to
be produced.

B. Sufficient cement shall be used on surface casing to fill the annular space behind the casing to
the top of the hole, provided however, that authorized field personnel of the Division may, at their discretion,
allow exceptions to the foregoing requirement when known conditions in a given area render compliance
impracticable.

C. All cementing shall be by pump and plug method unless some other method is expressly
authorized by the Division.

D. All cementing shall be with conventional-type hard-setting cements to which such additives
(lighteners, densifiers, extenders, accelerators, retarders, etc.) have been added to suit conditions in the well.
E. Authorized field personnel of the Division may, when conditions warrant, allow exceptions to

the above paragraph and permit the use of oil-base casing packing material in lieu of hard-setting cements on
intermediate and production casing strings; provided however, that when such materials are used on the
intermediate casing string, conventional-type hard-setting cements shall be placed throughout all oil- and gas-
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bearing zones and throughout at least the lowermost 300 feet of the intermediate casing string. When such
materials are used on the production casing string, conventional-type hard-setting cements shall be placed
throughout all oil- and gas-bearing zones and shall extend upward a minimum of 500 feet above the uppermost
perforation or, in the case of an open-hole completion, 500 feet above the production casing shoe.

F. All casing strings shall be tested and proved satisfactory as provided in Subsection |. below.

G. After cementing, but before commencing tests required in Subsection |. below, all casing strings
shall stand cemented in accordance with Option 1 or 2 below. Regardless of which option is taken, the casing
shall remain stationary and under pressure for at least eight hours after the cement has been placed. Casing shall
be "under pressure” if some acceptable means of holding pressure is used or if one or more float valves are
employed to hold the cement in place.

() Option1 Allow all casing strings to stand cemented a minimum of eighteen (18) hours prior to
commencing tests. Operators using this option shall report on Form C-103 the actual time the cement wasin
place before initiating tests.

(2) Option2 (May be used in the counties of San Juan, Rio Arriba, McKinley, Sandoval, Lea,
Eddy, Chaves, and Roosevelt only.) Allow all casing strings to stand cemented until the cement has reached a
compressive strength of at least 500 pounds per sguare inch in the "zone of interest" before commencing tests,
provided however, that no tests shall be commenced until the cement has been in place for at least eight (8)
hours.

(@ The"zone of interest” for surface and intermediate casing strings shall be the bottom 20
percent of the casing string, but shall be no more than 1000 feet nor less than 300 feet of the bottom-part of the
casing unless the casing is set at less than 300 feet. The "zone of interest” for production casing strings shall
include the interval or intervals where immediate completion is contemplated.

(b) To determine that a minimum compressive strength of 500 pounds per square inch has
been attained, operators shall use the typical performance data for the particular cement mix used in the well, at
the minimum temperature indicated for the zone of interest by Figure 107-A, Temperature Gradient Curves.
Typical performance data used shall be that data furnished by the cement manufacturer or by a competent
materials testing agency, as determined in accordance with the latest edition of APl Code RP 10 B
"Recommended Practice for Testing Oil-Well Cements."

(See Temperature Gradient - Page 17A)

H. Operators using the compressive strength criterion (Option 2) shall report the following
information on Form C-103:

(1) Volume of cement slurry (cubic feet) and brand name of cement and additives, percent
additives used, and sequence of placement if more than one type cement slurry is used.

(2) Approximate temperature of cement slurry when mixed.

(3) Estimated minimum formation temperature in zone of interest.

(4) Estimate of cement strength at time of casing test.

(5) Actual time cement in place prior to starting test.

l. All casing strings except conductor pipe shall be tested after cementing and before commencing
any other operations on the well. Form C-103 shall be filed for each casing string reporting the grade and weight
of pipe used. In the case of combination strings utilizing pipe of varied grades or weights, the footage of each
grade and weight used shall be reported. The results of the casing test, including actual pressure held on pipe and
the pressure drop observed shall also be reported on the same Form C-103.

(1) Casing stringsin wells drilled with rotary tools shall be pressure tested. Minimum casing test
pressure shall be approximately one-third of the manufacturer's rated internal yield pressure except that the test
pressure shall not be less than 600 pounds per square inch and need not be greater than 1500 pounds per square
inch. In cases where combination strings are involved, the above test pressure shall apply to the lowest pressure
rated casing used. Test pressures shall be applied for a period of 30 minutes. If adrop of more than 10 percent
of the test pressure should occur, the casing shall be considered defective and corrective measures shall be
applied.

(2) Casing stringsin wells drilled with cable tools may be tested as outlined in Subsection I,
Paragraph (1) above, or by bailing the well dry in which case the hole must remain satisfactorily dry for a period
of at least one (1) hour before commencing any further operations on the well.
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J Well Tubing Requirements

(1) All flowing oil wells equipped with casing larger in size than 2 7/8-inch OD shall be tubed.

(2) All gaswells equipped with casing larger in size than 3 ¥2-inch OD shall be tubed.

(3) Tubing shall be set as near the bottom as practical and tubing perforations shall not be more
than 250 feet above top of pay zone.

(4) The supervisor of the appropriate Division district office, upon application, may grant
exceptions to these requirements, provided waste will not be caused.

(5) The supervisor may request that an application be reviewed by the Director. The operator shall
submit information and give natice as requested by the Director. Unprotested applications may be approved after
20 days of receipt of the application and supporting information. |If the application is protested, or the Director
so decides, the application shall be set for hearing.

K. Repealed.
[1-1-50, 5-5-58, 6-26-59, 2-29-64, 2-1-96, 2-26-99; 19.15.3.107 NMAC - Rn, 19 NMAC 15.C.107, 11-15-01]

19.15.3.108  DEFECTIVE CASING OR CEMENTING:

If any well appears to have a defective casing program or faultily cemented or corroded casing which will
permit or may create underground waste or contamination of fresh waters, the operator shall give written notice
to the Division within five (5) working days and proceed with diligence to use the appropriate method and means
to eliminate such hazard. If such hazard of waste or contamination of fresh water cannot be eliminated, the well
shall be properly plugged and abandoned.

[1-1-50...2-1-96; 19.15.3.108 NMAC - Rn, 19 NMAC 15.C.108, 11-15-01]

19.15.3.109 BLOWOUT PREVENTION: (See Section 114, Subsection B of 19.15.3 NMAC also)

A. Blowout preventers shall be installed and maintained in good working order on all drilling rigs
operating in areas of known high pressures at or above the projected depth of the well and in al areas where
pressures which will be encountered are unknown, and on all workover rigs working on wells in which high
pressures are known to exist.

B. Blowout preventers shall be installed and maintained in good working order on all drilling rigs
and workover rigs operating within the corporate limits of any city, town, or village, or within 1320 feet of
habitation, school, or church, wherever located.

C. All operators, when filing Form C-101, Application for Permit to Drill, Deepen, or Plug Back, or
Form C-103, Sundry Notices, for any operation requiring blowout prevention equipment in accordance with
Subsections A and B above, shall submit a proposed blowout prevention program for the well. The program as
submitted may be modified by the District Supervisor if, in his judgement, such modification is hecessary.
[10-22-74...2-1-96; 19.15.3.109 NMAC - Rn, 19 NMAC 15.C.109, 11-15-01]

19.15.3.110  PULLING OUTSIDE STRINGS OF CASING:

In pulling outside strings of casing from any oil or gas well, the space outside the casing left in the hole shall be
kept and left full of mud-laden fluid or cement of adequate specific gravity to seal off all fresh and salt water
strata and any strata bearing oil or gas not producing.

[1-1-50...2-1-96; 19.15.3.110 NMAC - Rn, 19 NMAC 15.C.110, 11-15-01]

19.15.3.113  SHOOTING AND CHEMICAL TREATMENT OF WELLS:

If injury results to the producing formation, injection interval, casing or casing seat from shooting, fracturing, or
treating awell and which injury may create underground waste or contamination of fresh water, the operator
shall give written notice to the Division within five (5) working days and proceed with diligence to use the
appropriate method and means for rectifying such damage. If shooting, fracturing, or chemical treating resultsin
irreparable injury to the well the Division may require the operator to properly plug and abandon the well.
[1-1-50...2-1-96; 19.15.3.113 NMAC - Rn, 19 NMAC 15.C.113, 11-15-01]

19.15.3.114 SAFETY REGULATIONS
A. All oil wells shall be cleaned into a pit or tank, not less than 40 feet from the derrick floor and
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150 feet from any fire hazard. All flowing oil wells must be produced through an oil and gas separator of ample
capacity and in good working order. No boiler or portable e ectric lighting generator shall be placed or remain
nearer than 150 feet to any producing well or oil tank. Any rubbish or debris that might constitute a fire hazard
shall be removed to a distance of at least 150 feet from the vicinity of wells and tanks. All waste shall be burned
or disposed of in such manner as to avoid creating afire hazard.

B. When coming out of the hole with drill pipe, drilling fluid shall be circulated until equalized and
subsequently drilling fluid level shall be maintained at a height sufficient to control subsurface pressures. During
course of drilling blowout preventers shall be tested at least once each 24-hour period.

[1-1-50...2-1-96; 19.15.3.114 NMAC - Rn, 19 NMAC 15.C.114, 11-15-01]

19.15.3.116  RELEASE NOTIFICATION AND CORRECTIVE ACTION

A. Notification

() TheDivision shall be notified of any unauthorized release occurring during the drilling,
producing, storing, disposing, injecting, transporting, servicing or processing of crude oil, natural gases,
produced water, condensate or oil field waste including Regulated NORM, or other oil field related chemicals,
contaminants or mixture thereof, in the State of New Mexico in accordance with the requirements of Section 116
of 19.15.3 NMAC.

(2) TheDivision shall be notified in accordance with Section 116 of 19.15.3 NMAC with respect
to any release from any facility of oil or other water contaminant, in such quantity as may with reasonable
probability be detrimental to water or cause an exceedance of the standards in Section 19, Subsection B,
Paragraphs (1) and (2) or (3) of 19.15.1 NMAC.

B. Reporting Requirements. Notification of the above releases shall be made by the person
operating or controlling either the release or the location of the release in accordance with the following
requirements:

(1) A Magor Release shall be reported by giving both immediate verbal notice and timely
written notice pursuant to Subsection C, Paragraphs (1) and (2) of 19.15.3.116 NMAC. A Mgor Releaseis:
(@ anunauthorized release of a volume, excluding natural gases, in excess of 25 barrels;
(b)  an unauthorized release of any volume which:
(i) resultsin afire
(i)  will reach awater course;
(iii) may with reasonable probability endanger public health; or
(iv) resultsin substantial damage to property or the environment;
(c) anunauthorized release of natural gasesin excess of 500 mcf; or
(d) arelease of any volume which may with reasonable probability be detrimental to water
or cause an exceedance of the standards in Section 19, Subsection B, Paragraphs (1) and (2) or (3) of 19.15.1
NMAC.

(2) A Minor Release shall be reported by giving timely written notice pursuant to Subsection C,
Paragraph (2) of 19.15.3.116 NMAC. A Minor Release is an unauthorized release of a volume, greater than 5
barrels but not more than 25 barrels; or greater than 50 mcf but less than 500 mcf of natural gases.

C. Contents Of Notification

(D Immediate verbal notification required pursuant to Subsection B of 19.15.3.116 NMAC shall
be reported within twenty-four (24) hours of discovery to the Division District Office for the area within which
the release takes place. In addition, immediate verbal notification pursuant to Subsection B, Paragraph (1),
Subparagraph (d) of 19.15.3.116 NMAC shall be reported to the Division's Environmental Bureau Chief. This
notification shall provide the information required on Division Form C-141.

(2) Timely written notification is required to be reported pursuant to Subsection B of 19.15.3.116
NMAC within fifteen (15) days to the Division District Office for the area within which the release takes place
by completing and filing Division Form C-141. In addition, timely written notification required pursuant to
Subsection B, Paragraph (1), Subparagraph (d) of 19.15.3.116 NMAC shall also be reported to the Division's
Environmental Bureau Chief within fifteen (15) days after the release is discovered. The written notification
shall verify the prior verbal notification and provide any appropriate additions or corrections to the information
contained in the prior verbal notification.
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D. Corrective Action. The responsible person must complete Division approved corrective action
for releases which endanger public health or the environment. Releases will be addressed in accordance with a
remediation plan submitted to and approved by the Division or with an abatement plan submitted in accordance
with Section 19 of 19.15.1 NMAC.
[1-1-50...5-22-73...2-1-96; A, 3-15-97; 19.15.3.116 NMAC - Rn, 19 NMAC 15.C.116, 11-15-01]

19.15.3.117  WELL LOG, COMPLETION AND WORKOVER REPORTS:

Within 20 days after the completion of awell drilled for il or gas, or the recompletion of awell into a different
common source of supply, a completion report shall be filed with the Division on Form C-105. For the purpose
of Section 117 of 19.15.3 NMAC, any hole drilled or cored below fresh water or which penetrates oil- or gas-
bearing formations or which is drilled by an "owner" as defined herein shall be presumed to be a well drilled for
oil or gas.

[1-1-50...2-1-96; 19.15.3.117 NMAC - Rn, 19 NMAC 15.C.117, 11-15-01]

19.15.3.118 HYDROGEN SULFIDE GAS (HYDROGEN SULFIDE)

A. Applicability. This section applies to any person, operator or facility subject to the jurisdiction
of the Division, including, but not limited to, any person, operator or facility engaged in drilling, stimulating,
injecting into, completing, working over or producing any oil, natural gas or carbon dioxide well or any person,
operator or facility engaged in gathering, transporting, storing, processing or refining of crude oil, natural gas or
carbon dioxide (referred to herein as "person, operator or facility" or "well, facility or operation"). This section
shall not act to exempt or otherwise excuse surface waste management facilities permitted by the division
pursuant to 19.15.9.711 NMAC from more stringent conditions on the handling of hydrogen sulfide required of
such facilities by 19.15.9.711 NMAC or more stringent conditions in permits issued thereunder, nor shall such
facilities be exempt or otherwise excused from the requirements set forth in this section by virtue of permitting
under 19.15.9.711 NMAC.

B. Definitions (specific to this section).

() ANSI. Theacronym "ANSI" means the American national standards institute.

(2) API. Theacronym"API" means the american petroleum institute.

(3) Areaof Exposure. The phrase "area of exposure" means the area within a circle constructed
with a point of escape at its center and the radius of exposure asits radius.

(4) ASTM. Theacronym"ASTM" means the american society for testing and materials.

(5) Dispersion Technique. A "dispersion technique’ is a mathematical representation of the
physical and chemical transportation characteristics, dilution characteristics and transformation characteristics of
hydrogen sulfide gas in the atmosphere.

(6) Escape Rate. The "escaperate" is the maximum volume (Q) that is used to designate the
possible rate of escape of a gaseous mixture containing hydrogen sulfide, as set forth herein.

(@) For existing gas facilities or operations, the escape rate shall be calculated using the
maximum daily rate of the gaseous mixture produced or handled or the best estimate thereof. For an existing gas
well, the escape rate shall be calculated using the current daily absolute open flow rate against atmospheric
pressure or the best estimate of that rate.

(b) For new gas operations or facilities, the escape rate shall be calculated as the maximum
anticipated flow rate through the system. For a new gas well, the escape rate shall be calculated using the
maximum open-flow rate of offset wellsin the pool or reservair, or the pool or reservoir average of maximum
open-flow rates.

(c) For existing oil wells, the escape rate shall be calculated by multiplying the producing
gas/ail ratio by the maximum daily production rate or the best estimate thereof.

(d) For new oil wells, the escape rate shall be calculated by multiplying the producing
gas/ail ratio by the maximum daily production rate of offset wells in the pool or reservoir, or the pool or reservoir
average of the producing gas/oil ratio multiplied by the maximum daily production rate.

(e) For facilities or operations not mentioned, the escape rate shall be calculated using the
actual flow of the gaseous mixture through the system or the best estimate thereof.

(7) GPA. Theacronym "GPA" means the gas processors association.
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(8 LEPC. Theacronym "LEPC" meansthe local emergency planning committee established
pursuant to the emergency planning and community right-to-know act, 42 U.S.C. Section 11001.

(99 NACE. Theacronym "NACE" refers to the national association of corrosion engineers.

(10) PPM. Theacronym "ppm" means "parts per million" by volume.

(11) Potentially Hazardous Volume means the volume of hydrogen sulfide gas of such
concentration that:

(@ the 100-ppm radius of exposure includes any public area;

(b) the 500-ppm radius of exposure includes any public road; or

(c) the 100-ppm radius of exposure exceeds 3,000 feet.

(12) Public Area. A "public ared’ isany building or structure that is not associated with the well,
facility or operation for which the radius of exposure is being calculated and that is used as a dwelling, office,
place of business, church, school, hospital, or government building, or any portion of a park, city, town, village
or designated school bus stop or other similar area where members of the public may reasonably be expected to
be present.

(13) Public Road. A "public road" is any federal, state, municipal or county road or highway.

(14) Radiusof Exposure. The radius of exposure is that radius constructed with the point of
escape as its starting point and its length calculated using the following Pasquill-Gifford derived equation, or by
such other method as may be approved by the division:

(@ For determining the 100-ppm radius of exposure: X = [(1.589)(hydrogen sulfide
concentration)(Q)] (0.6258) , where "X" is the radius of exposure in feet, the "hydrogen sulfide concentration” is
the decimal equivalent of the mole or volume fraction of hydrogen sulfide in the gaseous mixture, and "Q" is the
escape rate expressed in cubic feet per day (corrected for standard conditions of 14.73 psia and 60 degrees F).

(b) For determining the 500-ppm radius of exposure: X=[(0.4546)(hydrogen sulfide
concentration)(Q)](0.6258), where "X" is the radius of exposure in feet, the "hydrogen sulfide concentration” is
the decimal equivalent of the mole or volume fraction of hydrogen sulfide in the gaseous mixture, and "Q" is the
escape rate expressed in cubic feet per day (corrected for standard conditions of 14.73 psia and 60 degrees F).

(c) For awel being drilled, completed, recompleted, worked over or serviced in an area
where insufficient data exists to calculate a radius of exposure but where hydrogen sulfide could reasonably be
expected to be present in concentrations in excess of 100 ppm in the gaseous mixture, a 100-ppm radius of
exposure equal to 3,000 feet shall be assumed.

C. Regulatory Threshold.

(1) Determination of Hydrogen Sulfide Concentration.

(@) Each person, operator or facility shall determine the hydrogen sulfide concentration in
the gaseous mixture within each of its wells, facilities or operations either by testing (using a sample from each
well, facility or operation), testing a representative sample, or using process knowledge in lieu of testing. If a
representative sample or process knowledge is used, the concentration derived from the representative sample or
process knowledge must be reasonably representative of the hydrogen sulfide concentration within the well,
facility or operation.

(b) Thetests used to make the determination referred to in the previous subparagraph shall
be conducted in accordance with applicable ASTM or GPA standards or by another method approved by the
division.

(c) If atest was conducted prior to the effective date of this section that otherwise meets the
requirements of the previous subparagraphs, new testing shall not be required.

(d) If any change or alteration may materially increase the concentration of hydrogen sulfide
in awell, facility or operation, a new determination shall be required in accordance with this section.

(2) Concentrations Determined to be Below 100 ppm. If the concentration of hydrogen sulfidein a
given well, facility or operation is less than 100 ppm, no further actions shall be required pursuant to this section.

(3) Concentrations Determined to be Above 100 ppm.

(& If the concentration of hydrogen sulfide in a given well, facility or operation is
determined to be 100 ppm or greater, then the person, operator or facility must calculate the radius of exposure
and comply with applicable requirements of this section.

(b) If calculation of the radius of exposure reveals that a potentially hazardous volume is
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present, the results of the determination of the hydrogen sulfide concentration and the calculation of the radius of
exposure shall be provided to the division. For awell, facility or operation existing on the effective date of this
section, the determination, calculation and submission required herein shall be accomplished within 180 days of
the effective date of this section; for any well, facility or operation that commences operations after the effective
date of this section, the determination, calculation and submission required herein shall be accomplished before
operations begin.

(4) Recdculation. The person, operator or facility shall calculate the radius of exposure if the
hydrogen sulfide concentration in awell, facility or operation increases to 100 ppm or greater. The person,
operator or facility shall also recalculate the radius of exposure if the actual volume fraction of hydrogen sulfide
increases by afactor of twenty-five percent in awell, facility or operation that previously had a hydrogen sulfide
concentration of 100 ppm or greater. If calculation or recalculation of the radius of exposure reveals that a
potentially hazardous volume is present, the results shall be provided to the division within sixty (60) days.

D. Hydrogen Sulfide Contingency Plan.

(1) When Required. If awell, facility or operation involves a potentially hazardous volume of
hydrogen sulfide, a hydrogen sulfide contingency plan that will be used to alert and protect the public must be
developed in accordance with the following paragraphs.

(2) Plan Contents.

(@ API Guidelines. The hydrogen sulfide contingency plan shall be devel oped with due
consideration of paragraph 7.6 of the guidelines published by the API in its publication entitled “Recommended
Practices for Oil and Gas Producing and Gas Processing Plant Operations Involving Hydrogen Sulfide," RP-55,
most recent edition, or with due consideration to another standard approved by the division.

(b) Required Contents. The hydrogen sulfide contingency plan shall contain, but shall not
be limited to, information on the following subjects, as appropriate to the well, facility or operation to which it
applies:

(i) Emergency procedures. The hydrogen sulfide contingency plan shall contain
information on emergency procedures to be followed in the event of a release and shall include, at a minimum,
information concerning the responsibilities and duties of personnel during the emergency, an immediate action
plan as described in the APl document referenced in the previous subsubparagraph, and telephone numbers of
emergency responders, public agencies, local government and other appropriate public authorities. The plan
shall also include the locations of potentially affected public areas and public roads and shall describe proposed
evacuation routes, locations of any road blocks and procedures for notifying the public, either through direct
telephone notification using telephone number lists or by means of mass notification and reaction plans. The
plan shall include information on the availability and location of necessary safety equipment and supplies.

(ii) Characteristics of hydrogen sulfide and sulfur dioxide. The hydrogen sulfide
contingency plan shall include a discussion of the characteristics of hydrogen sulfide and sulfur dioxide.

(iii) Maps and drawings. The hydrogen sulfide contingency plan shall include maps
and drawings that depict the area of exposure and public areas and public roads within the area of exposure.

(iv) Training and Drills. The hydrogen sulfide contingency plan shall provide for
training and drills, including training in the responsibilities and duties of essential personnel and periodic on-site
or classroom drills or exercises that simulate a release, and shall describe how the training, drills and attendance
will be documented. The hydrogen sulfide contingency plan shall also provide for training of residents as
appropriate on the proper protective measures to be taken in the event of arelease, and shall provide for briefing
of public officials on issues such as evacuation or shelter-in-place plans.

(v) Coordination with State Emergency Plans. The hydrogen sulfide contingency plan
shall describe how emergency response actions under the plan will be coordinated with the division and with the
New Mexico state police consistent with the New Mexico hazardous materials emergency response plan
(HMER).

(vi) Activation Levels. The hydrogen sulfide contingency plan shall include the
activation level and a description of events that could lead to a release of hydrogen sulfide sufficient to create a
concentration in excess of the activation level.

(3) PlanActivation. The hydrogen sulfide contingency plan shall be activated when arelease
creates a concentration of hydrogen sulfide greater than the activation level set forth in the hydrogen sulfide
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contingency plan. At a minimum, the plan must be activated whenever arelease may create a concentration of
hydrogen sulfide of more than 100 ppm in any public area, 500 ppm at any public road or 100 ppm 3,000 feet
from the site of release.

(4) Submission.

(@ Where Submitted. The hydrogen sulfide contingency plan shall be submitted to the
division.

(b)  When Submitted. A hydrogen sulfide contingency plan for awell, facility or operation
existing on the effective date of this section shall be submitted within one year of the effective date of this
section. A hydrogen sulfide contingency plan for a new well, facility or operation shall be submitted before
operations commence. The hydrogen sulfide contingency plan for a drilling, completion, workover or well
servicing operation must be on file with the division before operations commence and may be submitted
separately or along with the application for permit to drill (APD) or may be on file from a previous submission.
A hydrogen sulfide contingency plan shall also be submitted within 180 days after the person, operator or facility
becomes aware or should have become aware that a public area or public road is established that creates a
potentially hazardous volume where none previously existed.

(c) Electronic Submission. Any filer who operates more than one hundred wells or who
operates a crude oil pump station, compressor station, refinery or gas plant must submit each hydrogen sulfide
contingency plan in electronic format. The hydrogen sulfide contingency plan may be submitted through
electronic mail, through an Internet filing or by delivering electronic mediato the division, so long as the
electronic submission is compatible with the division's systems.

(5) Failureto Submit Plan. Failure to submit a hydrogen sulfide contingency plan when required
may result in denial of an application for permit to drill, cancellation of an allowable for the subject well or other
enforcement action appropriate to the well, facility or operation.

(6) Review, Amendment. The person, operator or facility shall review the hydrogen sulfide
contingency plan any time a subject addressed in the plan materially changes and make appropriate amendments.
If the division determines that a hydrogen sulfide contingency plan is inadequate to protect public safety, the
division may require the person, operator or facility to add provisions to the plan or amend the plan as necessary
to protect public safety.

(7) Retentionand Inspection. The hydrogen sulfide contingency plan shall be reasonably
accessible in the event of arelease, maintained on file at all times, and available for inspection by the division.

(8 Annua Inventory of Contingency Plans. On an annual basis, each person, operator or facility
required to prepare one or more hydrogen sulfide contingency plans pursuant to this section shall file with the
appropriate local emergency planning committee and the state emergency response commission an inventory of
the wells, facilities and operations for which plans are on file with the division and the name, address and
telephone number of a point of contact.

(99 Plans Required by Other Jurisdictions. A hydrogen sulfide contingency plan required by the
Bureau of Land Management or other jurisdiction that meets the requirements of this subsection may be
submitted to the division in satisfaction of this subsection.

E. Signage, Markers. For each well, facility or operation involving a concentration of hydrogen
sulfide of 100 ppm or greater, signs and/or markers shall be installed and maintained. Each sign or marker shall
conform with the current ANSI standard Z535.1-2002 (“ Safety Color Code”), or some other standard approved
by the division, shall be readily readable, and shall contain the words "poison gas' and other information
sufficient to warn the public that a potential danger exists. Signs or markers shall be prominently posted at
locations, including but not limited to entrance points and road crossings, sufficient to alert the public that a
potential danger exists. Signs and/or markers that conform with this subsection shall be installed no later than
one year from the effective date of this section.

F. Protection from Hydrogen Sulfide During Drilling, Completion, Workover, and Well Servicing
Operations.

() AP Standards. All drilling, completion, workover and well servicing operations involving a
hydrogen sulfide concentration of 100 ppm or greater shall be conducted with due consideration to the guidelines
published by the API entitled “Recommended Practice for Oil and Gas Well Servicing and Workover Operations
Involving Hydrogen Sulfide," RP-68, and “Recommended Practices for Drilling and Well Servicing Operations
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Involving Wells Containing Hydrogen Sulfide,” RP-49, most recent editions, or some other standard approved by
the division.

(2) Detection and Monitoring Equipment. Drilling, completion, workover and well servicing
operations involving a hydrogen sulfide concentration of 100 ppm or greater shall include hydrogen sulfide
detection and monitoring equipment as follows:

(@) Each drilling and completion site shall have an accurate and precise hydrogen sulfide
detection and monitoring system that will automatically activate visible and audible alarms when the ambient air
concentration of hydrogen sulfide reaches a predetermined value set by the operator, not to exceed 20 ppm.
There shall be a sensing point located at the shale shaker, rig floor and bell nipple for a drilling site and the cellar,
rig floor and circulating tanks or shale shaker for a completion site.

(b)  For workover and well servicing operations, one operational sensing point shall be
located as close to the well bore as practical. Additional sensing points may be necessary for large or long-term
operations.

(c) Hydrogen sulfide detection and monitoring egquipment must be provided and must be
made operational during drilling when drilling is within 500 feet of a zone anticipated to contain hydrogen
sulfide and continuously thereafter through all subsequent drilling.

(3 Wind Indicators. All drilling, completion, workover and well servicing operations involving a
hydrogen sulfide concentration of 100 ppm or greater shal include wind indicators. Equipment to indicate wind
direction shall be present and visible at all times. At least two devices to indicate wind direction shall be
installed at separate elevations and visible from all principal working areas at all times. When a sustained
concentration of hydrogen sulfide is detected in excess of 20 ppm at any detection point, red flags shall be
displayed.

(4) Flare System. For drilling and completion operations in an area where it is reasonably
expected that a potentially hazardous volume of hydrogen sulfide will be encountered, the person, operator or
facility shal install a flare system to safely gather and burn hydrogen-sulfide-bearing gas. Flare outlets shall be
located at least 150 feet from the well bore. Flare lines shall be as straight as practical. The flare system shall be
equipped with a suitable and safe means of ignition. Where noncombustible gasis to be flared, the system shall
provide supplemental fuel to maintain ignition.

(5) Well Control Equipment. When the 100 ppm radius of exposure includes a public area, the
following well control equipment shall be required:

(@ Drilling. A remote-controlled well control system shall be installed and operational at all
times beginning when drilling is within 500 feet of the formation believed to contain hydrogen sulfide and
continuously thereafter during drilling. The well control system must include, at a minimum, a pressure and
hydrogen-sulfide-rated well control choke and kill system including manifold and blowout preventer that meets
or exceeds the specifications API-16C and API-RP 53 or other specifications approved by the division. Mud-gas
separators shall be used. These systems shall be tested and maintained pursuant to the specifications referenced,
according to the requirements of this part, or otherwise as approved by the division.

(b) Completion, Workover and Well Servicing. A remote controlled pressure and hydrogen-
sulfide-rated well control system that meets or exceeds APl specifications or other specifications approved by the
division shall be instaled and shall be operational at all times during completion, workover and servicing of a
well.

(6) Mud Program. All drilling, completion, workover and well servicing operations involving a
hydrogen sulfide concentration of 100 ppm or greater shall use a hydrogen sulfide mud program capable of
handling hydrogen sulfide conditions and well control, including de-gassing.

(7) Well Testing. Except with prior approval of the division, drill-stem testing of a zone that
contains hydrogen sulfide in a concentration of 100 ppm or greater shall be conducted only during daylight hours
and formation fluids shall not be permitted to flow to the surface.

(8 If Hydrogen Sulfide Encountered During Operations. |f hydrogen sulfide was not anticipated
at the time the division issued a permit to drill but is encountered during drilling in a concentration of 100 ppm or
greater, the operator must satisfy the requirements of this section before continuing drilling operations. The
operator shall notify the division of the event and the mitigating steps that have been or are being taken as soon
as possible, but no later than 24 hours following discovery. The division may grant verbal approval to continue
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drilling operations pending preparation of any required hydrogen sulfide contingency plan.

G. Protection from Hydrogen Sulfide at Crude Oil Pump Stations, Producing Wells, Tank Batteries
and Associated Production Facilities, Pipelines, Refineries, Gas Plants and Compressor Stations.

(1) API Standards. Operations at crude oil pump stations and producing wells, tank batteries and
associated production facilities, refineries, gas plants and compressor stations involving a concentration of
hydrogen sulfide of 100 ppm or greater shall be conducted with due consideration to the guidelines published by
the APl in its publication entitled “ Recommended Practices for Qil and Gas Producing and Gas Processing Plant
Operations Involving Hydrogen Sulfide," RP-55, latest edition or some other standard approved by the division.

(2) Security. Well sites and other unattended, fixed surface facilities involving a concentration of
hydrogen sulfide of 100 ppm or greater shall be protected from public access by fencing with locking gates when
the location is within 1/4 mile of a public area. A surface pipeline shall not be considered a fixed surface facility
for purposes of this paragraph.

(3 Wind Direction Indicators. All crude oil pump stations, producing wells, tank batteries and
associated production facilities, pipelines, refineries, gas plants and compressor stations involving a
concentration of hydrogen sulfide of 100 ppm or greater shall have equipment to indicate wind direction. The
wind direction equipment shall be installed and visible from all principal working areas at all times.

(4) Control Equipment. When the 100 ppm radius of exposure includes a public area, the
following additional measures are required:

(@) Safety devices, such as automatic shut-down devices, shall be installed and maintained in
good operating condition to prevent the escape of hydrogen sulfide. Alternatively, safety procedures shall be
established to achieve the same purpose.

(b)  Any well shall possess a secondary means of immediate well control through the use of
an appropriate christmas tree or downhole completion equipment. Such equipment shall allow downhole
accessibility (reentry) under pressure for permanent well control.

(5) Tanksor vessels. Each stair or ladder leading to the top of any tank or vessel containing 300
ppm or more of hydrogen sulfide in the gaseous mixture shall be chained or marked to restrict entry.

(6) Compliance Schedule. Each existing crude oil pump station, producing well, tank battery and
associated production facility, pipeline, refinery, gas plant and compressor station not currently meeting the
reguirements of this subsection shall be brought into compliance within one year of the effective date of this
section.

H. Personnel Protection and Training. All persons responsible for the implementation of any
hydrogen sulfide contingency plan shall be provided training in hydrogen sulfide hazards, detection, personal
protection and contingency procedures.

l. Standards for Equipment That May Be Exposed to Hydrogen Sulfide. Whenever awell, facility
or operation involves a potentially hazardous volume of hydrogen sulfide, equipment shall be selected with
consideration for both the hydrogen sulfide working environment and anticipated stresses and NACE Standard
MRO175 (latest edition) or some other standard approved by the division shall be used for selection of metallic
equipment or, if applicable, adequate protection by chemical inhibition or other methods that control or limit the
corrosive effects of hydrogen sulfide shall be used.

J Exemptions. Any person, operator or facility may petition the director or the director's designee
for an exemption to any requirement of this section. Any such petition shall provide specific information as to
the circumstances that warrant approval of the exemption requested and how the public safety will be protected.
The director or the director's designee, after considering all relevant factors, may approve an exemption if the
circumstances warrant and so long as the public safety will be protected.

K. Notification of the Division. The person, operator or facility shall notify the division upon a
release of hydrogen sulfide requiring activation of the hydrogen sulfide contingency plan as soon as possible, but
no more than four hours after plan activation, recognizing that a prompt response should supercede notification.
The person, operator or facility shall submit a full report of the incident to the division on Form C-141 no later
than fifteen (15) days following the release.

[5-22-73...1-1-87...2-1-96; A 3-15-97; 19.15.3.118 NMAC - Rn, 19 NMAC 15.C.118, 11-15-2001; A, 01-31-03]
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TITLE 19 NATURAL RESOURCES & WILDLIFE
CHAPTER 15 OIL AND GAS
PART 4 PLUGGING AND ABANDONMENT OF WELLS

19.154.201  WELLSTO BE PROPERLY ABANDONED
A. The operator of any well drilled for oil, gas or injection; for seismic, core or other exploration, or
for a service well, whether cased or uncased, shall be responsible for the plugging thereof.
B. A well shall be either properly plugged and abandoned or temporarily abandoned in accordance
with these rules within ninety (90) days after:
(1) asixty (60) day period following suspension of drilling operations, or
(2) adetermination that awell isno longer usable for beneficial purposes, or
(3) aperiod of one (1) year in which awell has been continuously inactive.
[7-12-90...2-1-96; 19.15.4.201 NMAC - Rn, 19 NMAC 15.D.201, 12-14-01]

19.15.4.202 PLUGGING AND PERMANENT ABANDONMENT
A. Notice of Plugging

(1) Notice of intention to plug must be filed with the Division on Form C-103, Sundry Notices
and Reports on Wells, by the operator prior to the commencement of plugging operations, which notice must
provide all of the information required by Rule 1103 including operator and well identification and proposed
procedures for plugging said well, and in addition the operator shall provide a well-bore diagram showing the
proposed plugging procedure. Twenty-four hours notice shall be given prior to commencing any plugging
operations. In the case of a newly drilled dry hole, the operator may obtain verbal approval from the appropriate
District Supervisor or his representative of the method of plugging and time operations are to begin. Written
notice in accordance with this rule shall be filed with the Division ten (10) days after such verbal approval has
been given.

B. Plugging

(1) Beforeany well is abandoned, it shall be plugged in a manner which will permanently confine
al oil, gas and water in the separate strata in which they are originally found. This may be accomplished by
using mud-laden fluid, cement and plugs singly or in combination as approved by the Division on the notice of
intention to plug.

(2) The operator shall mark the exact location of plugged and abandoned wells with a steel marker
not less than four inches (4") in diameter set in cement and extending at least four feet (4") above mean ground
level. The operator name, lease name and well number and location, including unit letter, section, township and
range, shall be welded, stamped or otherwise permanently engraved into the metal of the marker. No permanent
structures preventing access to the wellhead shall be built over a plugged and abandoned well without written
approval of the OCD. No plugged and abandonment marker shall be removed without the written permission of
the OCD.

(3) Assoon as practical but no later than one year after the completion of plugging operations, the
operator shall:

@ fill al pits;

(b) level thelocation,

() remove deadmen and all other junk; and

(d) take such other measures as are necessary or required by the Division to restore the
location to a safe and clean condition.

(49) Upon completion of plugging and clean up restoration operations as required, the operator
shall contact the appropriate district office to arrange for an inspection of the well and location.

(5) Beow-ground plugged and abandonment markers can be used only with written permission
of the OCD when an above-ground marker would interfere with agricultural endeavors. The below-ground
marker shall have a steel plate welded onto the surface or conductor pipe of the abandoned well and shall be at
least 3 feet below the ground surface and of sufficient size so that all the information required by Section 103 of
19.15.3 NMAC can be stenciled into the steel or welded onto the surface of the steel plate. The OCD may
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require a re-survey of the well location.
C. Reports

(1) The operator shall file Form C-105, Well Completion or Recompletion Report and Log as
provided in Rule 1105.

(2) Within thirty (30) days after completing all required restoration work, the operator shall file
with the Division, in triplicate, a record of the work done on Form C-103 as provided in Rule 1103.

(3) The Division shall not approve the record of plugging or release any bonds until all necessary
reports have been file and the location has been inspected and approved by the Division.
[1-1-50, 7-12-90...2-1-96; A, 3-31-00; 19.15.4.202 NMAC - Rn, 19 NMAC 15.D.202, 12-14-01]

19.15.4.203 TEMPORARY ABANDONMENT
A. Wells Which May Be Temporarily Abandoned

(1) The Division may permit any well which is required to be properly abandoned under these
rules but which has potential for future beneficial use for enhanced recovery or injection, and any other well for
which an operator requests temporary abandonment, to be temporarily abandoned for a period of up to five (5)
years. Prior to the expiration of any approved temporary abandonment the operator shall return the well to
beneficial use under a plan approved by the Division, permanently plug and abandon said well or apply for a new
approval to temporarily abandon the well.

B. Request For Approva And Permit

() Any operator seeking approval for temporary abandonment shall submit on Form C-103,
Sundry Notices and Reports on Wells, a notice of intent to temporarily abandon the well describing the proposed
temporary abandonment procedure to be used. No work shall be commenced until approved by the Division and
the operator shall give 24 hours notice to the appropriate District office of the Division before work actually
begins.

(2) Notemporary abandonment shall be approved unless evidence is furnished to show that the
casing of such well is mechanically sound and in such condition as to prevent:

(@ damage to the producing zone;

(b) migration of hydrocarbons or water;

(c) the contamination of fresh water or other natural resources; and

(d) theleakage of any substance at the surface.

(3 If thewell fails the mechanical integrity test required herein, the well shall be plugged and
abandoned in accordance with these rules or the casing problem corrected and the casing retested within ninety
(90) days.

(4) Upon successful completion of the work on the temporarily abandoned well, the operator will
submit arequest for Temporary Abandonment to the appropriate district office on Form C-103 together with
such other information asis required by Rule 1103 E.(1).

(5) The Division may require the operator to post with the Division a one-well plugging bond for
the well in an amount to be determined by the Division to be satisfactory to meet the particular requirements of
the well.

(6) The Division shall specify the expiration date of the permit, which shall be not more than five
(5) years from the date of approval.

C. Tests Required

(1) Thefollowing methods of demonstrating casing integrity may be approved for temporarily
abandoning a well:

(@ acastiron bridge plug will be set within one hundred (100) feet of uppermost
perforations or production casing shoe and the casing loaded with inert fluid and pressure tested to 500 pounds
per square inch with a pressure drop of not more than 10% for thirty (30) minutes; or

(b) aretrievable bridge plug or packer will be run to within one hundred (100) feet of
uppermost perforations or production casing shoe and the well tested to 500 pounds per square inch for thirty
minutes with a pressure drop of not greater than 10% for thirty (30) minutes; or

(c) foragaswell in southeast New Mexico completed above the San Andres formation, if
the operator can demonstrate that the fluid level is below the base of the salt and that a Bradenhead test shows no
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casing leaks, the Division may exempt the well from the requirement for a bridge plug or packer; or
(d) acasing inspection log confirming the mechanical integrity of the production casing
may be submitted.
(2) Any such test which is submitted must have been conducted within the previous twelve (12)
months.
(3) The Division may approve other casing tests submitted on Form C-103 on an individual basis.
[7-12-90...7-12-90, 2-1-96; 19.15.4.203 NMAC - Rn, 19 NMAC 15.D.203, 12-14-01]

19.15.4.204  WELLSTO BE USED FOR FRESH WATER

A. When awell to be plugged may safely be used as a fresh water well and the landowner agrees to
take over said well for such purpose, the well need not be plugged above the sealing plug set below the fresh
water formation.

B. The operator must comply with all other requirements contained in Section 202 of 19.15.3
NMAC regarding plugging, including surface restoration and reporting requirements.
C. Upon completion of plugging operations, the operator must file with the Division a written

agreement signed by the landowner whereby the landowner agrees to assume responsibility for such well. Upon
the filing of this agreement and approval by the Division of well abandonment operations, the operator shall no
longer be responsible for such well, and any bonds thereon may be released.

[1-1-50...7-12-1-96; 19.15.4.204 NMAC - Rn, 19 NMAC 15.D.204, 12-14-01]
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TITLE 19 NATURAL RESOURCES & WILDLIFE

CHAPTER 15 OIL AND GAS

PART 9 SECONDARY OR OTHER ENHANCED RECOVERY, PRESSURE MAINTENANCE, SALT
WATER DISPOSAL, AND UNDERGROUND STORAGE

19.15.9.701  INJECTION OF FLUIDS INTO RESERVOIRS

A. Permit for Injection Required - The injection of gas, liquefied petroleum gas, air, water, or any other
medium into any reservoir for the purpose of maintaining reservoir pressure or for the purpose of secondary or
other enhanced recovery or for storage or the injection of water into any formation for the purpose of water
disposal shall be permitted only by order of the Division after notice and hearing, unless otherwise provided
herein.

B. Method of Making Application

D Application for authority for the injection of gas, liquefied petroleum gas, air, water or any other medium
into any formation for any reason, including but not necessarily limited to the establishment of or the expansion
of water flood projects, enhanced recovery projects, pressure maintenance projects, and salt water disposal, shall
be by submittal of Division Form C-108 complete with all attachments.

()] The Applicant shall furnish, by certified or registered mail, a copy of the application to the owner of the
surface of the land on which each injection or disposal well isto be located and to each leasehold operator within
one-half mile of the well.

C. Administrative Approval

D If the application is for administrative approval rather than for a hearing, it must also be accompanied by
acopy of alega publication published by the applicant in a newspaper of general circulation in the county in
which the proposed injection well islocated. (The details required in such legal notice are listed on Side 2 of
Form C-108).

()] No application for administrative approval may be approved until 15 days following receipt by the
Division of Form C-108 complete with al attachments including evidence of mailing as required under
Subsection B, Paragraph (2) above of 19.15.9.701 NMAC and proof of publication as required by Subsection C,
Paragraph (1) above of 19.15.9.701 NMAC.

3 f no objection is received within said 15-day period, and a hearing is not otherwise required, the
application may be approved administratively.

D. Hearings - If awritten objection to any application for administrative approval of an injection well is
filed within 15 days after receipt of a complete application, or if a hearing is required by these rules or deemed
advisable by the Division Director, the application shall be set for hearing and notice thereof given by the
Division.

E. Salt Water Disposal Wells

D The Division Director shall have authority to grant an exception to the requirements of Subsection A of
19.15.9.701 NMAC for water disposal wells only, without hearing, when the waters to be disposed of are
mineralized to such a degree as to be unfit for domestic, stock, irrigation, or other general use, and when said
waters are to be disposed of into aformation older than Triassic (Lea County only) and provided no objections
are received pursuant to Subsection C of 19.15.9.701 NMAC.
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()] Disposal will not be permitted into zones containing waters having total dissolved solids concentrations
of 10,000 mg/1 or less except after notice and hearing, provided however, that the Division may establish
exempted aguifers for such zones wherein such injection may be approved administratively.

3 Notwithstanding the provisions of Subsection E, Paragraph (2) above of 19.15.9.701 NMAC, the
Division Director may authorize disposal into such zones if the waters to be disposed of are of higher quality
than the native water in the disposal zone.

F. Pressure Maintenance Projects

(D] Pressure maintenance projects are defined as those projects in which fluids are injected into the
producing horizon in an effort to build up and/or maintain the reservoir pressure in an area which has not reached
the advanced or "stripper” state of depletion.

()] All applications for establishment of pressure maintenance projects shall be set for hearing. The project
area and the allowable formula for any pressure maintenance project shall be fixed by the Division on an
individual basis after notice and hearing.

3 Pressure maintenance projects may be expanded and additional wells placed on injection only upon
authority from the Division after notice and hearing or by administrative approval.

4 The Division Director shall have authority to grant an exception to the hearing requirements of
Subsection A of 19.15.9.701 NMAC for the conversion to injection of additional wells within a project area
provided that any such well is necessary to develop or maintain efficient pressure maintenance within such
project and provided that no objections are received pursuant to Subsection C of 19.15.9.701 NMAC.

G. Water Flood Projects

D Water flood projects are defined as those projects in which water is injected into a producing horizon in
sufficient quantities and under sufficient pressure to stimulate the production of oil from other wellsin the area,
and shall be limited to those areas in which the wells have reached an advanced state of depletion and are
regarded as what is commonly referred to as "stripper" wells.

2 All applications for establishment of water flood projects shall be set for hearing.

3 The project area of awater flood project shall comprise the proration units owned or operated by a given
operator upon which injection wells are located plus all proration units owned or operated by the same operator
which directly or diagonally offset the injection tracts and have producing wells completed on them in the same
formation; provided however, that additional proration units not directly nor diagonally offsetting an injection
tract may be included in the project areaif, after notice and hearing, it has been established that such additional
units have wells completed thereon which have experienced a substantial response to water injection.

4 The allowable assigned to wells in a water flood project area shall be equal to the ability of the wellsto
produce and shall not be subject to the depth bracket allowable for the pool nor to the market demand percentage
factor.

5) Nothing herein contained shall be construed as prohibiting the assignment of special allowables to wells
in buffer zones after notice and hearing. Specia allowables may also be assigned in the limited instances where
it is established at a hearing that it is imperative for the protection of correlative rights to do so.

(6) Water flood projects may be expanded and additional wells placed on injection only upon authority from
69



the Division after notice and hearing or by administrative approval.

@) The Division Director shall have authority to grant an exception to the hearing requirements of
Subsection A of 19.15.9.701 NMAC for conversion to injection of additional wells provided that any such well is
necessary to develop or maintain thorough and efficient water flood injection for any authorized project and
provided that no objections are received pursuant to Subsection C of 19.15.9.701 NMAC.

H. Storage Wells

(D] The Division Director shall have authority to grant an exception to the hearing requirements of
Subsection A of 19.15.9.701 NMAC for the underground storage of liquefied petroleum gas or liquid
hydrocarbons in secure caverns within massive salt beds, and provided no objections are received pursuant to
Subsection C of 19.15.9.701 NMAC.

2 In addition to the filing requirements of Subsection B of 19.15.9.701 NMAC, the applicant for approval
of a storage well under this rule shall file the following:

@ With the Division Director, a plugging bond in accordance with the provisions of Rule 101,
(b With the appropriate district office of the Division in TRIPLICATE:

@) Form C-101, Application for Permit to Drill, Deepen, or Plug Back;
(i) Form C-102, Well Location and Acreage Dedication Plat; and
(iii) Form C-105, Well Completion or Recompletion Report and Log.

[1-1-50...2-1-96; 19.15.9.701 NMAC - Rn, 19 NMAC 15.1.701, 11-30-00]
19.15.9.702 CASING AND CEMENTING OF INJECTION WELLS:

WEells used for injection of gas, air, water, or any other medium into any formation shall be cased with safe and
adequate casing or tubing so as to prevent leakage, and such casing or tubing shall be so set and cemented as to
prevent the movement of formation or injected fluid from the injection zone into any other zone or to the surface
around the outside of any casing string. [1-1-50...2-1-96; 19.15.9.702 NMAC - Rn, 19 NMAC 15.1.702, 11-30-
00]

19.15.9.703  OPERATION AND MAINTENANCE

A. Injection wells shall be equipped, operated, monitored, and maintained to facilitate periodic testing and
to assure continued mechanical integrity which will result in no significant leak in the tubular goods and packing
materials used and no significant fluid movement through vertical channels adjacent to the well bore.

B. Injection project, including injection wells and producing wells and al related surface facilities shall be
operated and maintained at all times in such a manner as will confine the injected fluids to the interval or
intervals approved and prevent surface damage or pollution resulting from leaks, breaks, or spills.

C. Failure of any injection well, producing well, or surface facility, which failure may endanger
underground sources of drinking water, shall be reported under the "Immediate Notification" procedure of Rule
116.

D. Injection well or producing well failures requiring casing repair or cementing are to be reported to the
Division prior to commencement of workover operations.
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E. Injection wells or projects which have exhibited failure to confine injected fluids to the authorized
injection zone or zones may be subject to restriction of injection volume and pressure, or shut-in, until the failure
has been identified and corrected.

[7-1-81...2-1-96; 19.15.9.703 NMAC - Rn, 19 NMAC 15.1.703, 11-30-00]

19.15.9.704  TESTING, MONITORING, STEP-RATE TESTS, NOTICE TO THE DIVISION, REQUESTS
FOR PRESSURE INCREASES

A. Testing

(D] Prior to commencement of injection and any time tubing is pulled or the packer is reseated, wells shall be
tested to assure the integrity of the casing and the tubing and packer, if used, including pressure testing of the
casing-tubing annulus to a minimum of 300 psi for 30 minutes or such other pressure and/or time as may be
approved by the appropriate district supervisor. A pressure recorder shall be used and copies of the chart shall be
submitted to the appropriate Division district office within 30 days following the test date.

()] At least once every five years thereafter, injection wells shall be tested to assure their continued
mechanical integrity. Tests demonstrating continued mechanical integrity shall include the following:

@ measurement of annular pressures in wells injecting at positive pressure under a packer or a balanced
fluid seal; or,
(b pressure testing of the casing-tubing annulus for wells injecting under vacuum conditions; or,

(© such other tests which are demonstrably effective and which may be approved for use by the Division.

3 Notwithstanding the test procedures outlined above, the Division may require more comprehensive
testing of the injection wells when deemed advisable, including the use of tracer surveys, noise logs, temperature
logs, or other test procedures or devices.

(@] In addition, the Division may order specia tests to be conducted prior to the expiration of five years if
conditions are believed to so warrant. Any such special test which demonstrates continued mechanical integrity
of awell shall be considered the equivalent of an initial test for test scheduling purposes, and the regular five-
year testing schedule shall be applicable thereafter.

5) The injection well operator shall advise the Division of the date and time any initial, five-year, or special
tests are to be commenced in order that such tests may be witnessed.

B. Monitoring - Injection wells shall be so equipped that the injection pressure and annular pressure may be
determined at the wellhead and the injected volume may be determined at |east monthly.

C. Step-Rate Tests, Notice to the Division, Requests for Injection Pressure Limit Increases
(D] Whenever an operator shall conduct a step-rate test for the purpose of increasing an authorized injection
or disposal well pressure limit, notice of the date and time of such test shall be given in advance to the

appropriate Division district office.

()] Copies of dl injection or disposal well pressure-limit increase applications and supporting
documentation shall be submitted to the Division Director and to the appropriate district office.

[7-1-81...2-1-96; 19.15.9.704 NMAC - Rn, 19 NMAC 15.1.704, 11-30-00]
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19.159.705 COMMENCEMENT, DISCONTINUANCE, AND ABANDONMENT OF INJECTION
OPERATIONS:

A. The following provisions apply to all injection projects, storage projects, salt water disposal
wells and special purpose injection wells:
B. Notice of Commencement and Discontinuance

(1) Immediately upon the commencement of injection operationsin any well, the operator shall
notify the Division of the date such operations began.

(2) Within 30 days after permanent cessation of gas or liquefied petroleum gas storage operations
or within 30 days after discontinuance of injection operations into any other well, the operator shall notify the
Division of the date of such discontinuance and the reasons therefore.

(3) Before any injection well istemporarily abandoned or plugged, the operator shall obtain
approval from the appropriate District Office of the Division in the same manner as when temporarily
abandoning or plugging oil and gas wells or dry holes.

C. Abandonment of Injection Operations

(1) Whenever there is a continuous one year period of non-injection into any injection project,
storage project, salt water disposal well, or special purpose injection well, such project or well shall be
considered abandoned, and the authority for injection shall automatically terminate ipso facto.

(2) For good cause shown, the Division Director may grant an administrative extension or
extensions of injection authority as an exception to Subsection C, Paragraph (1) above of 19.15.9.705 NMAC.
[1-1-50...2-1-96; 19.15.9.705 NMAC - Rn, 19 NMAC 15.1.705, 11-30-00; A, 11-30-00; A, 07-15-03]

19.15.9.706 RECORDS AND REPORTS

A. The operator of an injection well or project for secondary or other enhanced recovery, pressure
maintenance, natural gas storage, salt water disposal, or injection of any other fluids shall keep accurate records
and shall report monthly to the Division gas or fluid volumes injected, stored, and/or produced as required on the
appropriate form listed below:

D Secondary or Other Enhanced Recovery on Form C-115;

()] Pressure Maintenance on Form C-115 and as otherwise prescribed by the Division;

3 Salt Water Disposal on Form C-120-A;

4 Natural Gas Storage on Form C-131-A; and

5) Injection of other fluids on a form prescribed by the Division.

B. The operator of aliquefied petroleum gas storage project shall report annually on Form C-131-B, Annua
LPG Storage Report.

[1-1-50...2-1-96; 19.15.9.706 NMAC - Rn, 19 NMAC 15.1.706, 11-30-00]

19.15.9.707 RECLASSIFICATION OF WELLS:

The Division Director shall have authority to reclassify an injection well from any category defined in Subsection
B of 19.15.9.701 NMAC to any other category without notice and hearing upon request and proper showing by

the operator thereof.

[7-1-81...2-1-96; 19.15.9.707 NMAC - Rn, 19 NMAC 15.1.707, 11-30-00]
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19.15.9.708  TRANSFER OF AUTHORITY TO INJECT

A. Authority to inject granted under any order of the Division is not transferable except upon approval of
the Division. Approval of transfer of authority to inject may be obtained by filing Form C-104 in accordance
with Rule 1104 E.

B. The Division may require a demonstration of mechanical integrity prior to approving transfer of
authority to inject.

[1-1-50...2-1-96; 19.15.9.708 NMAC - Rn, 19 NMAC 15.1.708, 11-30-00]
19.159.709 REMOVAL OF PRODUCED WATER FROM LEASES AND FIELD FACILITIES

A. Transportation of any produced water by motor vehicle from any lease, central tank battery, or other
facility, without an approved Form C-133 (Authorization to Move Produced Water) is prohibited.

B. Authorization to transport produced water may be obtained by filing three copies of Form C-133 with the
Director of the Division in Santa Fe.

C. No owner or operator shall permit produced water to be removed from its leases or field facilities by
motor vehicle except by a person possessing an approved Form C-133.

[1-1-50...2-1-96; 19.15.9.709 NMAC - Rn, 19 NMAC 15.1.709, 11-30-00]
19.15.9.710  DISPOSITION OF TRANSPORTED PRODUCED WATER

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

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

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

D. Vehicular movement or disposition of produced water in any manner contrary to these rules shall be
considered cause, after notice and hearing, for cancellation of Form C-133.

[2-1-82...2-1-96; 19.15.9.710 NMAC - Rn, 19 NMAC 15.1.710, 11-30-00]

19.15.9.714 DISPOSAL OF REGULATED NATURALLY OCCURRING RADIOACTIVE MATERIAL
(REGULATED NORM)

A. Purpose - This rule establishes procedures for the disposal of regulated naturally occurring radioactive
material (Regulated NORM) associated with the oil and gas industry. Any person disposing of Regulated
NORM, as defined at 19 NMAC 15.A.7, is subject to this rule and to the New Mexico Environmental
Improvement Board regulations at 20 NMAC 3.1, Subpart 14.
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B. Nonretrieved Flowlines and Pipelines

D The Division will consider a proposal for leaving flowlines and pipelines (hereinafter “pipeling”) that
contain Regulated NORM in the ground provided such abandonment procedures are performed in a manner to
protect the environment, public health, and fresh waters. Division approval is contingent on the applicant
meeting the following requirements as a minimum:

()] An application submitted to the Division must contain the following as a minimum:

@ The pipeline layout over its entire length on an OCD Form C-102 (Well Location and Acreage
Dedication Plat) including the legal description of the location of both ends and al surface ownership along the
pipeline.

(b Results of aradiation survey conducted at all accessible pointsand a surface radiation survey along the
complete pipeline route in aform approved by the Division. All surveys are to be conducted consistent with
procedures approved by the Division.

(© The type of material for which the pipeline had been used.

(d) The procedure to be used for flushing hydrocarbons and/or produced water from the pipeline.

(e An explanation as to why it is more beneficia to leave the pipeline in the ground than to retrieve it.

H Proof of notice of the proposed abandonment to all surface owners where the pipeline is located.
Additional notification may be required as described in Subsection F of 19.15.9.714 NMAC.

3 Procedure

@ Upon approval of the application by the Division, the operator must notify the OCD District office at
least 24 hours prior to beginning any work on the pipeline abandonment.

(b As a condition of completion of the pipeline abandonment, all accessible points must be permanently
capped.

(@] Genera

@ No additional Regulated NORM may be placed in any pipeline to be abandoned under this section other
than that which accumulated in the pipeline under normal operation of the pipeline.

(b Any pipeline that does not exhibit Regulated NORM pursuant to required surveys may be abandoned
without application under this section in accordance with the operator’ s applicable lease agreements.

(© If an appurtenance of a pipeline contains Regulated NORM, but upon removal of the appurtenance, no
accessible point or surface above the pipeline exhibits the presence of Regulated NORM, then the applicant must
submit to the Division the information regarding the Regulated NORM in the appurtenance and a statement
concerning management of that Regulated NORM. With respect to the pipeline left in the ground, the applicant
will be subject to the requirements under Subsection B of 19.15.9.714 NMAC with the exception of Subsection
B, Paragraph (2), Subparagraph (f) of 19.15.9.714 NMAC.

C. Commercia or Centralized Surface Waste Management Facilities
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(D] The Division will consider proposals for the disposal of Regulated NORM in commercial or centralized
surface waste management facilities, provided such disposal is performed in a manner to protect the
environment, public health, and fresh waters. Division approval is contingent on the applicant obtaining a permit
in accordance with Section 19.15.9.711 NMAC for the facility and complying with additional requirements
specifically related to Regulated NORM disposal as described below.

()] Application - All requests for authority to receive and dispose of Regulated NORM in commercial or
centralized surface waste management facilities must be set for hearing by the Division in order for the operator
of the facility to obtain or modify a permit in accordance with Section 19.15.9.711 NMAC. A request to dispose
of Regulated NORM at afacility previously permitted under Section 19.15.9.711 NMAC will be considered a
major modification to that facility. The hearing request must be submitted to the Division and must contain the
following at a minimum;

@ Complete plans for the facility, including the sources of Regulated NORM, radiation survey readings,
guantities of Regulated NORM to be disposed, and monitoring proposals,

(b A copy of this permit for the facility, if one has been issued by the Division;
(© Proof of public notice of the application as required by Section 19.15.9.711 NMAC; and

(d) Evidence of issuance of a specific license pursuant to 20 NMAC 3.1, Subpart 14, alicense pursuant to 20
NMAC 3.1, Subpart 13, and any other authorizations required by law.

3 Procedures

@ Operating procedures that are protective of the environment, public health, and fresh waters will be
established in the Division's order.

(b Any person desiring to dispose of Regulated NORM in an approved commercia or centralized surface
waste management facility must furnish Regulated NORM information to the facility operator sufficient for the
operator to submit Form C-138 (Request for Approval to Accept Solid Waste) for approval to the Division. The
facility operator must receive Division approval prior to receiving the Regulated NORM at the disposal facility.

D. Downhole Disposal in Wells to be Plugged and Abandoned

(D] The Division will consider proposals for downhole disposal of Regulated NORM in wells that are to be
plugged and abandoned, provided such plugging and abandonment procedures are performed in a manner to
protect the environment, public health and fresh waters and in accordance with Division Rules pertaining to well
plugging and abandonment.

()] Application

@ A plugging and abandonment (P&A) Form C-103 must be completed by the applicant and submitted to
the Division for approval.

(b In addition to all other information required for P& A submittal, the form must specifically sate that
Regulated NORM will be placed in the wellbore. The abandonment procedure contained in the application must
identify depths at which the Regulated NORM will be placed, radiation survey results conducted on the
Regulated NORM to be disposed, the procedure to be used to place the Regulated NORM in the wellbore, and
the specific form of Regulated NORM being placed in the wellbore (e.g. scale, pipe, dirt, etc).

(© Notice of the submittal of an application to dispose of Regulated NORM in a P& A well must be sent to
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the surface owner and the mineral lessor. Additional notification may be required as described in Subsection F
of 19.15.9.714 NMAC.

3 Procedures

@ All P&A procedures routinely required by the Division must be followed unless specifically superseded
at the instruction of the Division to facilitate the Regulated NORM disposal.

(b No work will be commenced until the application for Regulated NORM disposal in a P& A well has
been approved by the Division.

(© The cement plug located directly above the Regulated NORM and the surface plug must be color-dyed
with red iron oxide.

4 General

@ Regulated NORM must be disposed at a depth of at least 100 feet below the lower most known
Underground Source of Drinking Water (USDW) zone. There must be evidence that there is cement across the
known USDW zones.

(b Abnormally pressured zone(s) in the wellbore that might result in migration of the Regulated NORM
after it has been placed in the P& A well must be addressed in the application.

E. Injection

D The Division will consider proposals for injecting Regulated NORM into injection wells provided such
injection is performed in a manner to protect the environment, public health, and fresh waters and such injection
isin compliance with Division Rules pertaining to injection. Division approval is contingent on the applicant
meeting the following requirements at a minimum:

()] Disposa wells
@ An application submitted to the Division must contain the following information at a minimum:

0] For both existing and newly permitted disposal wells, a completed Form C-108 (Application for
Authorization to Inject) with proof of required notification and a statement that Regulated NORM will be
injected;

(i) Description of Regulated NORM to be disposed including its source, radiation levels, and quantity; and

(iii) Description of any process used on the material to improve injectivity;
(b Procedures

@) Regulated NORM to be injected may only be from the applicant’s operations.

(i) Each time Regulated NORM is injected, a Form C-103 (Subsequent Report Form) must be submitted to
the Division and District offices. This form must be submitted within five (5) working days following the
injection and must contain the following information: source of Regulated NORM; NORM radiation level;
guantity of material injected; description of any process used on the material to improve injectivity; the
injection pressure while injecting; and date(s) of injection.

(iii) Failures and repairs - All mechanical failures must be reported to the appropriate District office within 24
hours of the occurrence. A description of the failure and immediate measures taken in response to the failure
must be submitted no later than 15 days following the occurrence. The operator must notify the District office of
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proposed repair plans. Approval of repair plans must be received prior to any work commencing, and notice of
commencement must be given to the District office such that the repairs may be witnessed and/or inspected. All
well repairs must be monitored by the operator to ensure Regulated NORM does not escape the wellbore or is
completely contained in the repair operations.

(iv) At the time of abandonment of the disposal well, the injection interval that was used for Regulated
NORM injection must be squeezed with cement or a cement plug must be located directly above the injection
interval. Cement in either case must contain red iron oxide.

(V) The injection zone must be at a depth of at least 100 feet below the lower most known USDW zone.

3 Injection in Enhanced Oil Recovery (EOR) Injection Wells - The Division will consider issuing a permit
for the disposal of Regulated NORM into injection wells within an approved Enhanced Oil Recovery (EOR)
Project only after notice and hearing and upon a minimum demonstration that:

@ such injection will not reduce the efficiency of the project or otherwise cause a reduction in the ultimate
recovery of hydrocarbons from the project;

(b such injection will not cause an increase in the radiation level of Regulated NORM produced from the
EOR interva in any producing well located either within or offsetting the project area; and

(© the operations will be in conformance with provisions of Subsection E, Paragraph (2) of 19.15.9.714
NMAC above.

4 Injection Above Fracture Pressure

@ The Division will consider issuing a permit for the disposal of Regulated NORM in a disposal well
above fracture pressure only after notice and hearing and upon receiving the following minimum information
from the applicant:

(@) A completed Form C-108 clearly stating that disposal of Regulated NORM at or above fracture pressure
is proposed.

(i) Information required under Subsection E, Paragraph (2) of 19.15.9.714 NMAC above.

(iii) Model results predicting the fracture propagation including the expected height, extension, direction,
and any other evidence sufficient to demonstrate that the fracture will not extend beyond the injection interval or
into the confining zones. The application must include the procedure, the anticipated pressures and the type and
pressure rating of equipment that will be used. The current or potential utilization of zones immediately above
and below the zone of interest may be considered by the Division in the acceptance or rejection of model
predictions.

(iv) A contingency plan of the procedures, including containment plans, that will be employed if a
mechanical failure occurs.

(b Procedures

@) 24 hour notice that injection will commence must be given to the District office.

(i) Upon completion of the injection, the disposal interval must be squeezed with cement or a cement plug
must be located directly above the injection interval (cement in either case must contain red iron oxide), and a
Form C-103 (Subsequent Report Form) must be submitted to the Division and the District office within five
working days of the injection. If the operator desires to return the well to injection below fracture pressure, such
plans must be contained in the application.

5) Injection in Commercia Disposa Facilities - The Division will consider issuing a permit for the
commercial disposal of Regulated NORM by injection only after notice and hearing, and provided a specific
license has been obtained pursuant to 20 NMAC 3.1, Subpart 14 and a license has been obtained pursuant to 20
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NMAC 3.1, Subpart 13. In addition to obtaining these licenses the operator must also comply with Subsection E,
Paragraph (2), Subparagraph (b), Sub-subparagraph (i) above of 19.15.9.714 NMAC.

F. Additional Notification

D The Director may, at his discretion, require additional notice for any application under this rule.

()] Any notified party seeking to comment or request a public hearing on such an application must file
comments or a hearing request with the Division within 20 days of notice. A request for a hearing must be in
writing and must set forth the reasons why a hearing should be held.

3 A public hearing will be held as required in 19.15.9.714 NMAC or if the Director determines there is

sufficient cause.
[7-15-96; 19.15.9.714 NMAC - Rn, 19 NMAC 15.1.714, 11-30-00]
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TITLE 19 NATURAL RESOURCES & WILDLIFE
CHAPTER 15 OIL AND GAS
PART M REPORTS

1100 GENERAL
1100.A. Where to File Reports

Unless otherwise specifically provided for in any rule or order of the Division, all forms and reports required by
these rules shall be filed with the appropriate District Office of the Division as provided in Rules 1301 and 1302.
[1-1-65...2-1-96]

1100.B. Additional Data

These rules shall not be construed to limit or restrict the authority of the Oil Conservation Division to require the
furnishing of such additional reports, data, or other information relative to the production, transportation, storing,
refining, processing, or handling of crude petroleum oil, natural gas, or productsin the State of New Mexico as
may appear to it to be necessary or desirable, either generally or specifically, for the prevention of waste and the
conservation of natural resources of the State of New Mexico. [1-1-50...2-1-96]

1100.C. Books and Records

All producers, injectors, transporters, storers, refiners, gasoline or extraction plant operators, treating plant
operators, and initial purchasers of natural gas within the State of New Mexico shall make and keep appropriate
books and records for a period of not less than five years, covering their operationsin New Mexico, from which
they may be able to make and substantiate the reports required by these rules. [1-1-50...2-1-96]

1100.D.Written Notices, Requests, Permits, and Reports

The forms listed below shall be used for the purpose shown in accordance with the instructions printed thereon
and the rule covering the use of the form, or any special rule or order pertaining to its use. [1-1-50...2-1-96]

Form C-101  Application for Permit to Drill, Deepen, or Plug Back

Form C-102  Well Location and Acreage Dedication Plat

Form C-103  Sundry Notices and Reports on Wells

Form C-104  Request for Allowable and Authorization to Transport Oil and Natural Gas
Form C-105  Well Completion or Recompletion Report and Log

Form C-106  Notice of Intention to Utilize Automatic Custody Transfer Equipment
Form C-107  Application for Multiple Completion

Form C-108  Application to Dispose of Salt Water by Injection into a Porous Formation
Form C-109  Application for Discovery Allowable and Creation of a New Pool

Form C-111  Gas Transporter's Monthly Report (Sheet 1 and Sheet 2)

Form C-112  Transporter's and Storer's Monthly Report

Form C-113  Refiner's Monthly Report (Sheet 1 and Sheet 2)

Form C-115  Operators Monthly Report

Form C-115-EDP

Form C-116

Operator's Monthly Report (electronic data processing)
Gas-Oil Ratio Tests

Form C-117-A Tank Cleaning, Sediment Oil Removal, Transportation of Miscellaneous Hydrocarbons and

Disposal Permit

Form C-117-B Monthly Sediment Oil Disposal Statement

Form C-118

Treating Plant Operator's Monthly Report (Sheet 1 and Sheet 2)
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Form C-119  Carbon Black Plant Monthly Report

Form C-120-A Monthly Water Disposal Report

Form C-121  Crude Oil Purchaser's Nomination

Form C-121-A Purchaser's Gas Nomination

Form C-122  Multi-Point and One Point Back Pressure Test for Gas wells

Form C-122-A Gas Well Test Data Sheet-San Juan Basin (Initial Deliverability Test, blue paper; Annual
Deliverability Test, white)

Form C-122-B Initial Potential Test Data Sheet

Form C-122-C Deliverability Test Report

Form C-122-D Worksheet for Calculation of Static Column Wellhead Pressure (Pw).

Form C-122-E Worksheet for Stepwise Calculation of (Surface) (Subsurface) Pressure (Pc & Pw)

Form C-122-F Worksheet for Calculation of Wellhead Pressures (Pc or Pw) from Known Bottomhole Pressure
(Pf or Ps)

Form C-122-G Worksheet for Calculation of Static Column Pressure at Gas Liquid Interface

Form C-123  Request for the Creation of a New Pool

Form C-124  Reservoir Pressure Report

Form C-125  Gas Well Shut-in Pressure Report

Form C-126  Permit to Transport Recovered Load Qil

Form C-127  Request for Allowable Change

Form C-129  Application for Exception to No-Flare Rule 306
Form C-130  Notice of Disconnection

Form C-131-A Monthly Gas Storage Report

Form C-131-B Annua LPG Storage Report

Form C-133  Authorization to Move Produced Water Exhibit "A"
Form C-134  Application for Exception to Division Order R-8952, (Protection of Migratory Birds Rule 8(b),

Rule 105(b), Rule 312(h), Rule 313, or Rule 711(l)

Form C-135  Gas Well Connection, Reconnection, or Disconnection Notice

Form C-136  Application for Approval To Use An Alternate Gas Measurement Method

Form C-137  Application for Waste Management Facility

Form C-138  Request for Approval to Accept Solid Waste

Form C-139  Application For Qualification of Production Restoration Project and Certification of Approval
Form C-140  Application For Qualification of Well Workover Project and Certification of Approval

[1-1-50...2-1-96]
1101 APPLICATION FOR PERMIT TO DRILL, DEEPEN, OR PLUG BACK (Form C-101)

1101.A. Before commencing drilling or deepening operations, or before plugging a well back to another zone, the
operator of the well must obtain a permit to do so. To obtain such permit, the operator shall submit to the
Division FIVE copies of Form C-101, Application for Permit to Drill, Deepen, or Plug Back, completely filled
out. If the operator has an approved bond in accordance with Rule 101, one copy of the Drilling Permit will be
returned to him on which will be noted the Division's approval, with any modification deemed advisable. If the
proposal cannot be approved for any reason, the Forms C-101 will be returned with the cause for rejection stated
thereon. [1-1-50...2-1-96]

1101.B. Form C-101 must be accompanied by THREE copies of Form C-102, Well Location and Acreage
Dedication Plat. (See Rule 1102.) [1-1-65...2-1-96]

1101.C. If the well isto be drilled on state land, submit SIX copies of Form C-101 and FOUR copies of Form C-
102, the extra copy of each form being for the State Land Office. [1-1-64...2-1-96]

1102 WELL LOCATION AND ACREAGE DEDICATION PLAT (Form C-102)
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1102.A. Form C-102 is a dual purpose form used to show the exact location of the well and the acreage dedicated
thereto. The form is also used to show the ownership and status of each lease contained within the dedicated
acreage. When there is more than one working interest or royalty owner on a given lease, designation of the
majority owner et. al. will be sufficient. [1-1-65...2-1-96]

1102.B. All information required on Form C-102 shall be filled out and certified by the operator of the well
except the well location on the plat. Thisisto be plotted from the outer boundaries of the section and certified by
aprofessional surveyor, registered in the State of New Mexico, or surveyor approved by the Division. [1-1-
65...2-1-96]

1102.C. Form C-102 shall be submitted in TRIPLICATE or QUADRUPLICATE as provided in Rule 1101. [1-
1-65...2-1-96]

1102.D.Amended Form C-102 (in TRIPLICATE or QUADRUPLICATE) shall be filed in the event thereis a
change in any of the information previously submitted. The well location need not be certified when filing
amended Form C-102. [1-1-65...2-1-96]

1103 SUNDRY NOTICES AND REPORTS ON WELLS (Form C-103)

Form C-103 is adual purpose form to be filed with the appropriate District Office of the Division to obtain
Division approval prior to commencing certain operations and also to report various completed operations. [1-1-
65...2-1-96]

1103.A.Form C-103 as a Notice of Intention

(D] Form C-103 shall be filed in TRIPLICATE by the operator and approval obtain from the Division prior
to:

@ Effecting a change of plans from those previously approved on Form C-101 or Form C-103.

(b Altering a drilling well's casing program or pulling casing or otherwise atering an existing well's casing
installation.

(© Temporarily abandoning a well.
(d) Plugging and abandoning a well.

(e Performing remedial work on awell which, when completed, will affect the original status of the well.
(This shall include making new perforations in existing wells or squeezing old perforations in existing wells, but
is not applicable to new wells in the process of being completed nor to old wells being deepened or plugged back
to another zone when such recompletion has been authorized by an approved Form C-101, Application for
Permit to Drill, Deepen, or Plug Back, nor to acidizing, fracturing, or cleaning out previously completed wells,
nor to installing artificial lift equipment.)

[1-1-65...2-1-96]

()] In the case of well plugging operations, the Notice of Intention shall include a detailed statement of the
proposed work, including plans for shooting and pulling casing, plans for mudding, including weight of mud,
plans for cementing, including number of sacks of cement and depths of plugs, and the time and date of the
proposed plugging operations. If not previoudly filed, a complete log of the well on Form C-105 (See Rule 1105)
shall accompany the Notice of Intention to plug the well; the bond will not be released until thisis complied
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with. [1-1-65...2-1-96]
1103.B. Form C-103 as a Subsequent Report

(D] Form C-103 as a subsequent report of operations shall be filed in accordance with the section of thisrule
applicable to the particular operation being reported. [1-1-65...2-1-96]

()] Form C-103 is to be used in reporting such completed operations as.

@ Commencement of drilling operations
(b Casing and cement test

(© Altering awell's casing installation

(d) Temporary abandonment

(e Plug and Abandon

()] Plugging back or deepening

(9 Remedia work

(hy Installation of artificial lifting equipment
(@) Change of operator of adrilling well

() Such other operations which affect the original status of the well but which are not specifically covered
herein.

[1-1-65]
1103.C. Information to be entered on Form C-103, Subsequent Report, for a particular operation is as follows:

Report of Commencement of Drilling Operations. Within ten days following the commencement of drilling
operations, the operator of the well shall file a report thereof on Form C-103 in TRIPLICATE. Such report shall
indicate the hour and the date the well was spudded. [1-1-65...2-1-96]

1103.D.Report of Results of Test of Casing and Cement Job; Report of Casing Alteration

A report of casing and cement test shall be filed by the operator of the well within ten days following the setting
of each string of casing or liner. Said report shall be filed in TRIPLICATE on Form C-103 and shall present a
detailed description of the test method employed and the results obtained by such test, and any other pertinent
information required by Rule 107. The report shall also indicate the top of the cement and the means by which
such top was determined. It shall also indicate any changes from the casing program previously authorized for
the well. [1-1-65...2-1-96]

1103.E. Report of Temporary Abandonment

A report of temporary abandonment of awell shall be filed by the operator of the well within thirty days
following completion of the work. The report shall be filed in TRIPLICATE and shall present a detailed account
of the work done on the well, including location and type of plugs used, if any, and status of surface and
downhole equipment, and any other pertinent information relative to the overall status of the well. [1-1-65...2-1-
96]

1103.F. Report on Plugging of Well

A report of plugging operations shall be filed by the operator of the well within 30 days following completion of
plugging operations on any well. Said report shall be filed in TRIPLICATE on Form C-103 and shall include the
date the plugging operations were begun and the date the work was completed, a detailed account of the manner
in which the work was performed including the depths and lengths of the various plugs set, the nature and
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guantities of materials employed in the plugging operations including the weight of the mud used, the size and
depth of al casing left in the hole, and any other pertinent information. (See Rules 201-204 regarding plugging
operations.) [1-1-65...2-1-96]

No plugging report will be approved by the Division until the pits have been filled and the location levelled and
cleared of junk. It shall be the responsibility of the operator to contact the appropriate district office of the
Division when the location has been so restored in order to arrange for an inspection of the plugged well and the
location by a Division representative. [1-1-65...2-1-96]

1103.G.Report of Remedial Work

A report of remedia work performed on awell shall be filed by the operator of the well within 30 days following
completion of such work. Said report shall be filed in QUADRUPLICATE on Form C-103 and shall present a
detailed account of the work done and the manner in which such work was performed; the daily production of
oil, gas, and water both prior to and after the remedial operation; the size and depth of shots; the quantity of and,
crude, chemical or other materials employed in the operation, and any other pertinent information. Among the
remedial work to be reported on Form C-103 are the following:

€) Report on shooting, fluid fracturing or chemical treatment of a previously completed well
(b Report of sgueeze job

(© Report on setting of liner or packer

(d) Report of installation of pumping equipment or gas lift facilities

(e Report of any other remedia operations which are not specifically covered herein.

[1-1-65...2-1-96]
1103.H.Report on Deepening or Plugging Back Within the Same Pool

A report of deepening or plugging back shall be filed by the operator of the well within 30 days following
completion of such operations on any well. Said report shall be filed in QUADRUPLICATE on Form C-103 and
shall present a detailed account of work done and the manner in which such work was performed. If the well is
recompleted in the same pool, it shall also report the daily production of oil, gas, and water both prior to and after
recompletion. If the well is recompleted in another pool, Forms C-101, C-102, C-104 and C-105 must be filed in
accordance with Rules 1101, 1102, 1104 and 1105. [1-1-65...2-1-96]

1103.1. Report of Change of Operator of a Drilling Well

A report of change of ownership shall be filed by the new operator of any drilling well within ten days following
actual transfer of ownership or responsibility. Said report shall be filed in TRIPLICATE on Form C-103 and
shall include the name and address of both the new operator and the previous operator, the effective date of the
change of ownership or responsibility, and any other pertinent information. No change in the operator of a
drilling well will be approved by the Division unless the new operator has an approved bond in accordance with
Rule 101. (Form C-104 shall be used to report transfer of operator of a completed well; see Rule 1104.) [1-1-
65...2-1-96]

1103.J. Other Reports on Wells

Reports on any other operations which affect the original status of the well but which are not specifically covered
herein shall be submitted to the Division on Form C-103, in TRIPLICATE, by the operator of the well ten days
following the completion of such operation. [1-1-65...2-1-96]

1104 REQUEST FOR ALLOWABLE AND AUTHORIZATION TO TRANSPORT OIL AND NATURAL
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GAS (Form C-104)

1104.A. Form C-104 completely filled out by the operator of the well must be filed in QUINTUPLICATE before
an allowable will be assigned to any newly completed or recompleted well. (A recompleted well shall be
considered one which has been deepened or plugged back to produce from a different pool than previously.)
Form C-104 must be accompanied by atabulation of all deviation tests taken on the well as provided by Rule
111. [1-1-65...2-1-96]

1104.B. The allowable assigned to an oil well shall be effective at 7:00 o'clock am. on the date of completion,
provided the Form C-104 is received by the Division during the month of completion. Date of completion shall
be that date when new ail is delivered into the stock tanks. Unless otherwise specified by special pool rules, the
allowable assigned to a gas well shall be effective at 7:00 o'clock a.m. on the date of connection to a gas
transportation facility, as evidenced by an affidavit of connection from the transporter to the Division, or the date
of receipt of Form C-104 by the Division, whichever date is later. [1-1-65...2-1-96]

1104.C. No allowable will be assigned to any well until a standard unit for the pool in which the well is
completed has been dedicated by the operator, or a non-standard unit has been approved by the Division, or a
standard unit has been communitized or pooled and dedicated to the well. [1-1-65...2-1-96]

1104.D.No allowable will be assigned to any well until all forms and reports due have been received by the
Division and the well is otherwise in full compliance with these rules. [1-1-65...2-1-96]

1104.E. Form C-104 with Sections I, 11, 111, and VI, completely filled out shall be filed in QUINTUPLICATE by
the operator of the well in the event there is a change of operator of any producing well, injection well, or
disposal well, a change in pool designation, lease name, or well number, or any other pertinent change in
condition of any such well. When filing Form C-104 for change of operator, the new operator shall file the form
in the above manner, and shall give the name and address of the previous as well as the present operator. The
Form C-104 will not be approved by the Division unless the new operator has an approved bond in compliance
with Rule 101. [1-1-65...2-1-96; A, 7-31-97]

1104.F. [Repedled 1-1-65...2-1-96; R, 7-31-97]
1105 WELL COMPLETION OR RECOMPLETION REPORT AND LOG (Form C-105)

1105.A. Within 20 days following the completion or recompletion of any well, the operator shall file Form C-105
with the Division. It must be filed in QUINTUPLICATE and each copy accompanied by a summary of all
special tests conducted on the well, including drill stem tests. In addition, one copy of all electrical and radio-
activity logs run on the well must be filed with Form C-105. If the Form C-105 with attached log(s) and
summaries is not received by the Division within the specified 20-day period, the allowable for the well will be
withheld until this rule has been complied with. [1-1-65...2-1-96]

1105.B. In the case of adry hole, a complete record of the well on Form C-105 with the above attachments shall
accompany the notice of intention to plug the well, unless previoudly filed. The plugging report will not be
approved nor the bond released until this rule has been complied with. [1-1-65...2-1-96]

1105.C. Form C-105 and accompanying attachments will not be kept confidential by the Division unless so
requested in writing by the owner of the well. Upon such request, the Division will keep these data confidential
for 90 days from the date of completion of the well, provided, however, that the report, log(s), and other attached
data may, when pertinent, be introduced in any public hearing before the Division or its examiners or in any
court of law, regardless of the request that they be kept confidential. [1-1-65...2-1-96]

1108 APPLICATION FOR AUTHORIZATION TO INJECT (Form C-108)
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Form C-108 shall be filed in accordance with Rule 701-B. [1-1-65...2-1-96]

1115 OPERATOR'S MONTHLY REPORT (Form C-115)

1115.A. Operator's Monthly Report, Form C-115 or Form C-115-EDP, shall be filed on each producing lease and
each secondary or other enhanced recovery project or pressure maintenance project injection well within the
State of New Mexico for each calendar month, setting forth complete information and data indicated on said
forms in the order, format, and style prescribed by the Division Director. Oil production from wells which are
producing into common storage shall be estimated as accurately as possible on the basis of periodic tests. [1-1-
65...2-1-96]

1115.B. The reports required to be filed by this rule shall be filed by the operator as follows:

(D] Any operator which operates fewer than one hundred (100) wells in the State of New Mexico shall file a
C-115 either electronically or by delivery of a printed copy of the report to the Oil Conservation Division at its
Santa Fe office on or before the Fifteenth (15th) day of the second month following the month of production, or
if such day falls on aweekend or holiday, the first workday following the Fifteenth. [1-1-65...2-1-96; 12-31-96]

()] Any operator which operates one hundred (100) or more wells in the State of New Mexico shall file a C-
115 electronically, either by physical delivery of electronically readable media or by electronic transfer of data,
to the Oil Conservation Division at its Santa Fe Office on or before the Fifteenth day of the second month
following the month of production, or if such day falls on a weekend or holiday, the first workday following the
Fifteenth. [12-31-96]

Any operator otherwise required to file electronically may apply to the Division for exemption from this
requirement based upon a demonstration that such electronic filing requirement would operate as an economic or
other hardship. [12-31-96]

3 If an operator failsto file a C-115 or if the Division finds errorsin any C-115, the Division shall, within
thirty (30) days of the appropriate filing date, prepare and send to the operator an error/omission message which
identifies the specific well as to which the report has not been filed or isin error and a statement of the error.
The operator to whom the error/omission message is addressed shall respond to the Division within thirty (30)
days acknowledging receipt of the error/omission message and informing the Division of the operator's schedule
to file the report or correct the error. If the Division does not receive the operator's response within thirty (30)
days, the Division shall send notice to the operator that operator has failed to comply with the provisions of this
rule and may be subjected to loss of authority to produce from the affected well if the operator does not respond
to the Division. [12-31-96]

Willful failure of the operator to respond to the notice and to correct the error or omission may result in the
Division informing the operator by certified return receipt letter that thirty (30) days from the date of such letter
the Division will cancel the C-104 authority of operator to produce or inject into the well. Any operator which
receives such notice may contact the Division and request that the matter of the cancellation of authority to
produce or inject be set for hearing before a hearing officer duly appointed by the Division. If the Division sends
certified return receipt correspondence informing the operator of cancellation of authority to produce and the
operator does not request a hearing, the Division may cancel the authority of the operator to produce the well on
the date set forth in the letter. [12-31-96]

4 The electronic filing requirements set forth in subparagraph (2) above shall be phased in with all
operators of three hundred (300) or more wells being required to file electronically for January 1997 production,
all operators of two hundred (200) or more wells being required to file electronically for July 1997 production
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and all operators of one hundred (100) or more wells being required to file electronically for January 1998
production. [12-31-96]

1120 MONTHLY WATER DISPOSAL REPORT (Form C-120-A)

Each operator of a salt water disposal system shall report such operations on Form C-120-A. Form C-120-A
shall be filed in DUPLICATE (one copy with the Santa Fe Office and one copy with the appropriate district
office) and shall be postmarked no later than the 15th day of the second succeeding month. [1-1-65...2-1-96]

1128 FORMS REQUIRED ON FEDERAL LAND

1128.A. Federa forms shall be used in lieu of State forms when filing APPLICATION FOR PERMIT TO
DRILL, DEEPEN, OR PLUG BACK and SUNDRY NOTICES AND REPORTS ON WELLS AND WELL
COMPLETION OR RECOMPLETION REPORT AND LOG for wells on Federal lands in New Mexico.
However, it shall be the duty of the operator to submit two extra copies of each of such formsto the BLM,
which, upon approval, will transmit same to the Division. The following BLM forms will be used in lieu of
Division forms by operators of wells on Federal land:

BLM Form No. Title of Form Form No.
(Same for both agencies)

3160-3 APPLICATION FOR PERMIT TO DRILL, DEEPEN C-101
(Nov. 1983) OR PLUG BACK

3160-5 SUNDRY NOTICES AND REPORTS ON WELLS ~ C-103
(Nov. 1983)

3160-4 WELL COMPLETION OR RECOMPLETION C-105
(Nov. 1983)  REPORT AND LOG

[1-1-65...2-1-96]

1128.B. The above forms as may be revised are the only forms that may be submitted in place of Division forms.
[1-1-65...2-1-96]

1128.C. After awell is completed and ready for pipeline connection, Division Form C-104 shall be filed along
with a copy of Form C-105 or BLM Form No. 3160-4, whichever is applicable, with the Division on any and all
wells drilled in the State, regardless of land status. Further, all reports and forms as required under the preceding
rules of this section of the Rules and Regulations that pertain to production must be filed on the proper Oil
Conservation Division form as set out in said rule - no other forms will be accepted. [1-1-65...2-1-96]

1128.D.Failure to comply with the provisions of this rule will result in the cancellation of Form C-104 for the
affected well or wells. [1-1-65...2-1-96]
1133 AUTHORIZATION TO MOVE PRODUCED WATER

1133.A. Each person who is a transporter of produced water shall obtain approval of Form C-133, Authorization
to Move Produced Water, in accordance with Rule 709 C. prior to any such transportation. [2-1-82...2-1-96]
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1133.B. Approval of asingle Form C-133 isvalid for all leases served by such transporter. [2-1-82...2-1-96]
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TITLE 19 NATURAL RESOURCES AND WILDLIFE
CHAPTER 15 OIL AND GAS
PART 14 PROCEDURE

19.15.14.1201 RULEMAKING PROCEEDINGS:

A. Before any rule, including revocation or amendment thereof, shall be made by the division or
commission, a public hearing before the commission or a duly appointed division examiner shall be held at such
time and place as may be prescribed by the commission in accordance with Section 10-15-1 NMSA 1978.

B. When the commission, the division, an operator or any interested person applies to adopt, amend
or rescind any rule, such application shall constitute a request for rulemaking for which the following notice
requirements apply:

(1) thedivision shall publish notice of the proposed rule in a newspaper of general circulation in
the counties in New Mexico affected by the proposed rule with the publication date not less than 20 days prior to
the date set for the public hearing; and

(2) thedivision shall publish notice of the proposed rule on the commission docket and shall send
the docket to all who have requested such notice not less than 20 days prior to the public hearing.
[1-1-50...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1201, 8-29-03]

19.15.14.1202 EMERGENCY ORDERS AND RULES:

Notwithstanding any other provision of these rules, in the event an emergency is found to exist by the division
or commission, which requires adoption of arule or the issuance of an order without a hearing, such emergency
rule or order shall have the same validity as if a hearing had been held before the division or commission after
due notice. Such emergency rule or order shall remain in force no longer than 15 days from its effective date.
[1-1-50...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1201, 8-29-03]

19.15.14.1203 INITIATING A HEARING:

A. The division, the attorney general, any operator or producer or any other person may apply for a
hearing. The application shall be signed by the person seeking the hearing or by an attorney representing that
person. Two copies of the application must be filed and shall state:

(1) thename of the applicant;

(2) thename or general description of the common source or sources of supply or the area affected
by the order sought;

(3) briefly, the general nature of the order or rule sought;

(4) alist of the names and addresses of persons to whom notice has been sent;

(5) aproposed notice advertisement for publication; and

(6) any other matter required by these rules or order of the division.

B. Applications for hearing before the division or commission must be in writing and received by
the division at least 23 days in advance of the hearing on that application.
[1-1-50...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1203, 8-29-03]

19.15.14.1204 PUBLICATION OF NOTICE OF HEARING:

The division shall give notice of each hearing before the commission or a division examiner by publication once
in accordance with the requirements of Chapter 14, Article 11 NMSA 1978, in a newspaper of general circulation
in the counties that are affected by the application. [1-1-50...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19
NMAC 15.N.1204, 8-29-03]

19.15.14.1205 CONTENTS OF NOTICE OF HEARING:

A. Published notices shall be issued in the name of "The State of New Mexico" and signed by the
director of the division, and the seal of the commission shall be impressed thereon.

B. The notice shall specify: whether the case is set for hearing before the commission or adivision
examiner; the number and style of the case; the time and place of hearing; and the general nature of the
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application. The notice shall also state the name of the applicant, and unless the contemplated order or ruleis
intended to apply to and affect the entire state, it shall specify or generally describe the common source or
sources of supply that may be affected if the application is granted.

[1-1-50...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1205, 8-29-03]

19.15.14.1206 [RESERVED] [Formerly "PREPARATION OF NOTICES']

19.15.14.1207 NOTICE REQUIREMENTS FOR SPECIFIC ADJUDICATIONS:
A. Applicants for the following ad judicatory hearings before the division or commission shall give
notice in addition to that required by 19.15.14.1204 NMAC as set forth below:
() Compulsory Pooling and Statutory Unitization:

(@ Notice shall be given to any owner of an interest in the mineral estate whose interest is
evidenced by a written document of conveyance either of record or known to the applicant at the time of filing
the application and whose interest has not been voluntarily committed to the area proposed to be pooled or
unitized (other than aroyalty interest subject to a pooling or unitization clause).

(b)  When an applicant is unable to locate al the owners of interests to be pooled and the
application is unopposed by those located, the applicant may file under the following alternate procedure if
notice is given as required in (a) above. The application shal include the following:

(i) astatement that no opposition for hearing is expected and why;

(i)  amap outlining the spacing unit(s) to be pooled showing the nature and
percentage of the ownership interests and location of the proposed well;

(iii)  the names and last known addresses of the interest owners to be pooled and the
nature and percent of their interests and an attestation that a diligent search has been conducted of all public
records in the county where the well is located and of phone directories, including computer searches;

(iv)  the names of the formations and pools to be pooled (Note: the division cannot
pool a spacing unit larger in size than provided in these rules or applicable special pool orders);

(v) astatement asto whether the pooled unit isfor gas and/or oil production (see note
under iv, above);

(vi)  written evidence of attempts made to gain voluntary agreement including but not
limited to copies of relevant correspondence;

(vii) geological map(s) of the formation(s) to be tested and a geological and
engineering assessment of the risk involved in the drilling of the well and a proposed risk penalty to be assessed
against any working interest owner who does not pay its share of estimated well costs;

(viii)  proposed overhead charges (combined fixed rates) to be applied during drilling
and production operations along with the basis for such charges;

(ix) thelocation and proposed depth of the well to be drilled on the pooled units; and

(x) acopy of the authorization for expenditure (AFE) to be submitted to the interest
owners in the well.

(c)  All submittals required shall be accompanied by sworn and notarized statements by
those persons who prepared the submittals attesting that the information is correct and compl ete to the best of
their knowledge and belief.

(d)  All unopposed pooling applications will be set for hearing. If the division finds the
application complete, the information submitted with the application will constitute the record in the case and an
order will be issued based on the record.

(e) At therequest of any interested person or upon the division's own initiative, any pooling
application submitted shall be set for full hearing with oral testimony by the applicant.

(2) Unorthodox Well Locations:

(@ Definition: “affected persons’ are the following persons owning interests in the
adjoining spacing units:

() thedivision-designated operator;

(ii)  in the absence of an operator, any lessee whose interest is evidenced by a written
document of conveyance either of record or known to the applicant as of the date the application is filed; and
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(iii)  inthe absence of an operator or lessee, any mineral interest owner whose interest
is evidenced by a written document of conveyance either of record or known to the applicant as of the date the
application wasfiled. In the event the operator of the proposed unorthodox well is also the operator of an
existing adjoining spacing unit and ownership is not common between the adjoining spacing unit and the spacing
unit containing the proposed unorthodox well, then “affected persons’ include all working interest owners in that
spacing unit.

(b) If the proposed location is unorthodox by being located closer to the outer boundary of
the spacing unit than permitted by Rule, notice shall be given to the affected persons in the adjoining spacing
units towards which the unorthodox location encroaches.

(c) If the proposed location is unorthodox by being located in a different quarter-quarter
section or quarter section than provided in special pool orders, notice shall be given to all affected persons.

(3) Non-Standard Proration Unit: Notice shall be given to al owners of interests in the mineral
estate to be excluded from the proration unit in the quarter-quarter section (for 40-acre pools or formations), the
one-half quarter section (for 80-acre pools or formations), the quarter section (for 160-acre pools or formations),
the half section (for 320-acre pools or formations), or section (for 640-acre pools or formations) in which the
non-standard unit is located and to such other persons as required by the division.

(4) Special Pool Orders Regulating or Affecting a Specific Pool:

(@ Except for non-standard proration unit applications, if the application involves changing
the amount of acreage to be dedicated to awell, notice shall be given to:

() al divison-designated operators in the pool; and

(@ii) all owners of interests in the mineral estate in existing spacing units with
producing wells.

(b) If the application involves other matters, notice shall be given to:

() al divison-designated operators in the pool; and

(i)  all division-designated operators of wells within the same formation as the pool
and within one (1) mile of the outer boundary of the pool which have not been assigned to another pool.

(5) Specia Orders Regarding any Division-Designated Potash Area: Notice shall be given to all
potash lessees, oil and gas operators, oil and gas lessees and unleased mineral interest owners within the
designated potash area. (a) through (d). The material on unorthodox locations was moved to Paragraph (2) of
Subsection A of 19.15.14.1207 NMAC.

(6) Downhole Commingling: Notice shall be given to all owners of interests in the mineral estate
in the spacing unit if ownership is not common for all commingled zones within the spacing unit.

(7) Surface Disposal of Produced Water or Other Fluids: Notice shall be given to any surface
owner within one-half mile of the site.

(8 Adjudications not listed above: Notice shall be given as required by the division.

(9) This paragraph has been moved and renumbered to Paragraph (6) of Subsection A of
19.15.14.1207 NMAC.

(10) This paragraph has been moved and renumbered to Paragraph (7) of Subsection A of
19.15.14.1207 NMAC.

(11) This paragraph has been moved and renumbered to Paragraph (8) of Subsection A of
19.15.14.1207 NMAC.

B. Type and Content of Notice. Any notice required by this rule shall be sent by certified mail,
return receipt requested, to the last known address of the person to whom notice is to be given at least 20 days
prior to the date of hearing of the application and shall include: a copy of the application; the date, time and place
of the hearing; and the means by which protests may be made.

C. At the hearing, the applicant shall make a record, either by testimony or affidavit signed by the
applicant or its authorized representative, that: (a) the notice provisions of this rule have been complied with; (b)
the applicant has conducted a good-faith diligent effort to find the correct address of all persons entitled to notice;
and (c) pursuant to this rule, notice has been given at that correct address as required by thisrule. In addition, the
record shall contain the name and address of each person to whom notice was sent and, where proof of receipt is
available, a copy of the proof.

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

E. In the case of an administrative application where the required notice was sent and atimely filed
protest was made, the division shall notify the applicant and the protesting party in writing that the case has been
set for hearing and the date of the hearing. No further notice is required.

[1-1-86...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1207, 8-29-03]

19.15.14.1208 PLEADINGS: COPIES:

A. For pleadings and correspondence filed in cases pending before a division examiner, two copies
must be filed with the division. For pleadings and correspondence filed in cases pending before the commission,
five copies must be filed with the division. The division will disseminate copies to the members of the
commission. The party filing the pleading or correspondence shall at the same time either hand deliver or
transmit by facsimile or electronic mail to any party who has entered an appearance therein or the attorneys of
record, a copy of the pleading or correspondence. An appearance of any interested party shall be made either by
letter addressed to the division or in person at any proceeding before the commission or before adivision
examiner, with notice of such appearance to the parties of record.

B. Parties to an adjudicatory proceeding must file a pre-hearing statement three days in advance of
a scheduled hearing before the division or the commission. The statement must include: the names of the parties
and their attorneys; a concise statement of the case; the names of all witnesses the party will call to testify at the
hearing; the approximate time the party will need to present its case; and identification of any procedural matters
that are to be resolved prior to the hearing.

[9-15-55...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1208, 8-29-03]

19.15.14.1209 CONTINUANCE OF HEARING WITHOUT NEW SERVICE:

Any hearing before the commission or a division examiner held after due notice may be continued by the person
presiding at such hearing to a specified time and place without the necessity of notice of the same being again
served or published. In the event of any continuance, a statement thereof shall be made in the record of the
hearing that is continued.

[1-1-50...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1209, 8-29-03]

19.15.14.1210 CONDUCT OF HEARINGS:

A. Hearings before the commission or a division examiner shall be conducted without rigid
formality. A transcript of testimony shall be taken and preserved as a part of the permanent records of the
division. Any person testifying shall do so under oath. However, relevant unsworn comments and observations
by any interested party will be designated as such and included in the record.

B. The division director may order the parties to file prepared written testimony in advance of the
hearing for cases pending before the commission. The witness must be present at the hearing and shall adopt,
under oath, the prepared written testimony, subject to cross-examination and motions to strike unless the
presence of the witness at hearing is waived upon notice to and without objection of the parties. Pages of the
prepared written testimony shall be numbered and contain line numbers on the left-hand side.

[1-1-50...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1210, 8-29-03]

19.15.14.1211 POWER TO REQUIRE ATTENDANCE OF WITNESSES AND PRODUCTION OF
EVIDENCE:

A. The commission or any member thereof and the division director or the division director’s
authorized representative have statutory power to subpoena witnesses and to reguire the production of books,
papers, and records in any proceeding before the commission or division. A subpoena will be issued for
attendance at a hearing upon the written request of any party. In case of the failure of a person to comply with
the subpoenaissued, an attachment of the person may be issued by the district court of any district in the state.
Any person found guilty of testifying falsely at any hearing may be punished for contempt.

B. A pre-hearing conference may be held prior to the hearing on the merits in cases pending before
the division or the commission either upon request of a party or upon notice by the division director or adivision
examiner. The pre-hearing conference will be to narrow issues, eliminate or resolve other preliminary matters
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and to encourage settlement. The division director or the division examiner may issue a pre-hearing order
following the pre-hearing conference.
[1-1-50...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1211, 8-29-03]

19.15.14.1212 RULES OF EVIDENCE AND EXHIBITS:

A. Full opportunity shall be afforded all interested parties at a hearing before the commission or
division examiner to present evidence and to cross-examine witnesses. In general, the rules of evidence
applicable in atrial before a court without ajury shall be applicable, provided that such rules may be relaxed,
where, by so doing, the ends of justice will be better served. No order shall be made that is not supported by
competent legal evidence.

B. Parties introducing exhibits at hearings before the commission or a division examiner must
provide a complete set of exhibits for the court reporter, each commissioner or division examiner and other
parties of record.

[1-1-50...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1212, 8-29-03]

19.15.14.1213 DIVISION EXAMINERS QUALIFICATIONS AND APPOINTMENT:

The division director shall appoint division examiners. Each division examiner so appointed shall be a member
of the staff of the division. Each individual appointed as a division examiner must have at least six years of
experience as a geologist, petroleum engineer or licensed lawyer, or at least two years of such experience and a
college degree in geology, engineering or law; provided however, that nothing herein shall prevent any member
of the commission from serving as a division examiner.

[9-15-55...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1213, 8-29-03]

19.15.14.1214 REFERRAL OF CASES TO DIVISION EXAMINERS:

The division director may refer any matter or proceeding to a division examiner for hearing in accordance with
these rules. The division examiner appointed to hear any specific case shall be designated by name.
[9-15-55...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1214, 8-29-03]

19.15.14.1215 DIVISION EXAMINER'S POWER AND AUTHORITY:

The division director may limit the powers and duties of the division examiner in any particular case to such
issues or to the performance of such acts as the director deems expedient; however, subject only to such
limitations as may be ordered by the director, the division examiner to whom any matter is referred under these
rules shall have full authority to hold hearings on such matter in accordance with these rules. The division
examiner shall have the power to perform all acts and take all measures necessary or proper for the efficient and
orderly conduct of such hearing, including administering oaths to witnesses and receiving testimony and exhibits
offered in evidence subject to such objections as may be imposed. The division examiner shall cause a complete
record of the proceedings to be made and transcribed and shall certify same to the director as hereinafter
provided.

[9-15-55...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1215, 8-29-03]

19.15.14.1216 HEARINGS THAT MUST BE HELD BEFORE COMMISSION:
Notwithstanding any other provisions of these rules, the hearing on any matter shall be held before the
commission if:
A. it is a hearing pursuant to Section 70-2-13 NMSA 1978; or
B. the division director desires the commission to hear the matter.
[9-15-55...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1216, 8-29-03]

19.15.14.1217 [RESERVED]
[9-15-55...2-1-96; Repealed 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1217, 8-29-03]

19.15.14.1218 REPORT AND RECOMMENDATIONS FROM DIVISION EXAMINER'S HEARING:
Upon the conclusion of any hearing before a division examiner, the division examiner shall promptly consider

92



the proceedings in such hearing, and based upon the record of such hearing the division examiner shall prepare a
written report with recommendations for the disposition of the matter or proceeding by the division. Such report
shall either be accompanied by a proposed order or shall be in the form of a proposed order and shall be
submitted to the division director with the certified record of the hearing.

[9-15-55...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1218, 8-29-03]

19.15.14.1219 DISPOSITION OF CASES HEARD BY DIVISION EXAMINERS:

After receipt of the report of the division examiner, the division director shall enter the division's order
disposing of the matter.
[9-15-55...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1219, 8-29-03]

19.15.14.1220 HEARING BEFORE COMMISSION AND STAY S OF DIVISION ORDERS:

A. When an order has been entered by the division pursuant to a hearing held by a division
examiner, a party of record adversely affected by the order has the right to have the matter heard de novo before
the commission, provided that within 30 days from the date the order is issued the party files with the division a
written application for such hearing. If an application isfiled, the matter or proceeding shall be set for hearing
before the commission.

B. Any party requesting a stay of a division order must file the request with the division and
provide copies of the request to the parties of record or their attorneys in the case at the time the request is filed.
The request must have attached a proposed stay order. The director may grant stays under other circumstances if
such a stay is necessary to prevent waste, protect correlative rights, protect public health and the environment or
prevent gross negative consequences to any affected party.

C. Any party of record adversely affected by the order issued by the commission after hearing may
apply for rehearing pursuant to 19.15.14.1222 NMAC.

[9-15-55...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1220, 8-29-03]

19.15.14.1221 COPIES OF COMMISSION AND DIVISION ORDERS:

Within 10 days after an order, including any order granting or refusing rehearing or order following rehearing,
has been issued, a copy of such order shall be mailed by the division to each party or its attorney of record.
[9-15-55...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1221, 8-29-03]

19.15.14.1222 REHEARINGS:

Within 20 days after entry of any order of the commission any party of record adversely affected thereby may
file with the division an application for rehearing on any matter determined by such order, setting forth the
respect in which the order is believed to be erroneous. The commission shall grant or refuse any such application
in whole or in part within 10 days after it is filed and failure to act within such period shall be deemed a refusal
and afinal disposition of such application. In the event the rehearing is granted, the commission may enter a new
order after rehearing as may be required under the circumstances.

[1-1-50...2-1-96; A, 7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1222, 8-29-03]

19.15.14.1223 EX PARTE COMMUNICATIONS:

A. In an adjudicatory proceeding, except for filed pleadings, at no time after the filing of an
application for hearing shall any party, interested participant or their representatives communicate regarding the
issues involved in the application with any commissioner or the division examiner appointed to hear the case
when all other parties of record to the proceedings have not had the opportunity to be present.

B. The prohibition in A, above, does not apply to those applications that are believed by the
applicant to be unopposed. However, in the event that an objection is filed in a case previously believed to be
unopposed, the prohibition in A, above, isimmediately applicable.

[7-15-99; 19.15.14 NMAC - Rn, 19 NMAC 15.N.1223, 8-29-03]
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TITLE 19 NATURAL RESOURCES & WILDLIFE
CHAPTER 15 OIL AND GAS
PART O ADMINISTRATION

1 ISSUING AGENCY: Energy, Minerals and Natural Resources Dept.
Oil Conservation Division

1220 S. St. Francis Dr.

Santa Fe, New Mexico 87505

(505) 476-3440. [2-1-96]

2 SCOPE: All persong/entities engaged in oil and gas development and production within New Mexico.
[2-1-96]
3 STATUTORY AUTHORITY: Sections 70-2-1 through 70-2-38 NM SA 1978 sets forth the Oil and Gas

Act which grants the Oil Conservation Division jurisdiction and authority over all matters relating to the
conservation of oil and gas, the prevention of waste of oil and gas and of potash as a result of oil and gas
operations, the protection of correlative rights, and the disposition of wastes resulting from oil and gas
operations. [2-1-96]

4 DURATION: Permanent [2-1-96]
5 EFFECTIVE DATE: February 1, 1996. [2-1-96]
6 OBJECTIVE: The objective of this Part is to provide for administration of the authority granted to the

Qil Conservation Division under the Oil and Gas Act. [2-1-96]

7-1300 RESERVED

1301 DISTRICT OFFICES

1301.A. To expedite administration of the work of the Oil Conservation Division of the New Mexico Energy,
Minerals and Natural Resources Department and the enforcement of its rules and regulations, the state shall be
divided into four districts as follows:

DISTRICT 1 Lea, Roosevelt, and Curry Counties, and that portion of Chaves County lying east of the North-
South line dividing Ranges 29 and 30 East, NMPM.

The District office shall be in Hobbs, New Mexico.

DISTRICT 2 Eddy, Otero, Dona Ana, Luna, Hidalgo, Grant, Sierra, Lincoln, and De Baca Counties, and that
portion of Chaves County lying west of the North-South line dividing Ranges 29 and 30 East, NMPM.

The District office shall be in Artesia, New Mexico.

DISTRICT 3 San Juan, Rio Arriba, McKinley, and Sandoval Counties.
The District office shall be in Aztec, New Mexico.

DISTRICT 4 Remainder of State.
The District office shall be in Santa Fe, New Mexico. [1-1-50...2-1-96]]
1301.B. Each district office shall be under the charge of a district supervisor, an oil and gas inspector, or a deputy

oil and gas inspector. Unless otherwise specifically required, all matters pertaining to the Division shall be taken
care of through the district office of the district in which the affected land is located. [1-1-50...2-1-96]
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1302 WHERE TO FILE REPORTS AND FORMS

All reports and forms required by the rules to be filed with the Division shall be filed in the number and at the
time specified on the form or report or by the applicable rules in Section M, Reports, of these rules. Unless
otherwise specified, all such reports and forms shall be filed at the district office of the district in which the land
that is the subject matter of the report islocated. All plugging bonds shall be filed directly with the Santa Fe
Office of the Division. A list of al plugging bonds approved and in force shall be kept in each district office. [1-
1-50...2-1-96]

1303 DUTIES AND AUTHORITY OF FIELD PERSONNEL

Qil and gas inspectors, deputy oil and gas inspectors, scouts, engineers and geologists duly appointed by the
Division have the authority and duty to enforce the rules and regulations of the Division. Only oil and gas
inspectors and their deputies shall have discretion to allow minor deviations from requirements of the rules as to
field practices where, by so doing, waste will be prevented or burdensome delay or expenses on the part of the
operator will be avoided. [1-1-50...2-1-96]

1304 NUMBERING OF DIVISION ORDERS

1304.A. All orders of the Division made after January 1, 1950, pertaining to the allocation of production of oil
and gas are prefixed with the letter "A" or "AG" in the case of gas pools and are numbered consecutively,
commencing with the number 1, i.e., the first allocation order issued after January 1, 1950, is No. A-1, the next
A-1, etc or AG-1 and AG-2. [1-1-50...2-1-96]

1304.B. All other orders of the Division made after January 1, 1950, are prefixed with the letter "R" and are

numbered consecutively, commencing with the number 1, i.e., the first such order issued after January 1, 1950, is
No. R-1, the next R-2, etc. [1-1-50...2-1-96]
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O AMENDED FEPORT

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

' Oipaxater Hame and Bddres: * OGEID Hmn'lex
* AP Hmnler
-
“ Propecty Coids * Prooperty Ham el He.
7 Burface Location
11 1 Rt Turhmak Fimuc Lot ba Fad fun the Wodh Suith Inc Fect om the Fiot Wt e Cuiinl
® Proposed Bottom Hole Location If Differerd From Surface
1 ue bl oo S Townsheyp Fimpc Lk kin Fed bum the Bl S oo Fod dnom the FotWei e Coumiy
Propoiud Panll " Propesed Paall
Wk LRt Weld T Tl o & Rty Type Cude ' Gruumd Level Ecvituon
L TR Fruas wial Dhysih i i by 1 K
1 Proposed Casing and Cement Program
Hok Bime Caring Hise Caring weightfee t o tting Cepth ok of Comant Ertimaed I0C

Dhecrite fo poopesed pre gram. If thie applicate nk ® DEEPEN o1 FLUG BACE, e the dats on e jreient pred notie se1o and prepesed mow po dnc tioe oo 1.
Dororie fio ble wemt poo vontio njoe grain, Famr. Tro ad ditemal cloek if mcorrany.

1 lowby cortify St e dfermaten gwn sl ¥ e sl compk® & o
witef oy Inewkidge and telof.

QIL CONSERVATION DIVISION

P Eppoowd Ty

Prinkd mame : Tifk:

Tifle: Eppoemal Dak: Exparation Date:
F-madl Bddress:

Tk FPlo Conditiors of Approml:

Amcled [

J0




C-101 ketmctiore
Dleanmanerts and divercione are to be feetrches, Well locatiors willrefer to fhe Haar Dlesxico Privpal blaridia,

IF THIS IS A AMENDED EEPORT CHECE THEE OZILAEELED "SMEHMDED FEPOET" 4T THE T 0P OF THIS I OCTRIEHT.

1 Cperator's name aud addrese.

2 Cperstor's OGETD nnvber. ¥ yon do ot heacre ore, oarillbe ascigied snd filled oy the Distct office.

3 AP Troxvber ofthicwmell. ¥ thic i a v drill fhe OCT wrll acdgn the novber aod 11 thds i

4 Property code, Kthis & aear propertythe 00T will wcdgp the roxsber snd £1 1t &

5 Property niame that cedto be called Warell nane'.

] Thue roxraber of this vrell g the pooperty.

T Thee sumrvrayred locaion of this well Hear Blezdoo Poncipal Meddisn HOTE B fhe Uidted Staes govenement ooy des jgpetes 3 Lot Fiovber

for this locationnse that vosvber i the 'L or bt vo ' bogr. Cbeparice e fhe 0 CT Thok Letter,
ES The proposed botbar buole 1o atioe of this well i T,
O ard 10 The pooposed poolis to whdch this wrelliz beis dolled

11 Works tepe oode fioam the folloarire table:
Henar varel]

Fe-erdry

Lol deeper

Phghadk:

Add 2 e

12 wll type conde fropn the folknaris table

Ehgzle oil campletion
Shgle g compldim
i cellaecns
Tryjection vrell

D el

Waer aphyarell
Carba diozade wel

oEpwmTRRoE EUOEE

13 Cable or rotary: dollivg, code
L Propose to cable tool ddll
E Propose to motarys drill
14 Lease type code forn fhe folloamztable:
Z Stae
b Drirate
15 Oronmd Legre] eleneatiog albomee seaq Lol
i Riterdto rukiple cavplae? Yes or Mo, Stach mberuded wrellbore digeran

17 Proposed total depth of fhis wre]l

1% Crenlogic fomtation at T
19 Harre of the ridanded dollive corrparnIf baueam
20 Driticipaed spod dae.

21 Proposed hole sze D ke proposed camrgg 00 puches | casrewreidit hp ok per foot, satirgs depthoof the casih or depth, avd top of
liver, propoced catertirg vobrme , s etinaded top of caned

i Brief decoiption of the proposed dolling progran snd B OP progran. Stach addibiceel shests i necescanr.

23 Thie sigrahme  prvted buee title, ad ednail address of the pem o otborized to make i report. The date this report wras saped and the
telephote rmrber to callfor questione abongt thic report.
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Decriecl

125 K. French Tir, Hebkb:, FII 550440
DieericeII

1300 W Frand Awnus, Arocis, FEL 2270
Decricc I

100 B B raxez Bd , famec, AM 87410
Decriecl VW

12503 . Zc.¥ runce Dr, Bunes e, BB STS05

WELL LOCATION AND ACEEAGE DEDICATION PLAT

State of Mew Mexico
Erergy, Mmerals & Nahral Fesources Depabnert

QIL CONSERVATION DIVISION
1220 Jouth At Francis Dir.,
Sarta Fe, MW 87505

Foon C-102
Fewiced e 10, 2003

Submnd to Appropride Disrict Office

State Leace - 4 Coples
Fee Leace - 5 Coples

O aMWENDED REPORT

'AR Humbk sr P Iew | Cade ' Iew | Humis
! Traparcy Cads *Eraparey Fums =Wl Bumber
QEFI D s . " Operuce r Mums "Hhwcien
1 Surface Location
TL #r kcne. Bexien| Temnzhip Banpe L+cIldn Yo [rem che Herhileuih Ins Ferclrem che Ha:zoWWeci Ine Ceuncy
11 Bottom Hole Location If Different From Surface

TL #r kens. Becrien | Tewmnzhip Eunps L#cIdn TuniMrer cha e chiBsudh line T rern che FazaMWle line Csuney
! D iomeed Aerse |V T mc#rInfill M s lduckn Chds 0 rder He.

MO ALLOWARLE WILL EE ASSIGHED TO THIS COMPLETION UMTIL ALL IMTEREST S HAWEEBEEN COMSOLIDATED OF 4 HOH-
STANDARD TIHIT HAS BEEN APFREOVED BY THE DIVISION

Tt 1" OFERATOR CERTIFICATION

Dol o] E-mreed Sal ol s

IS URVEYOR CERTIFICATION

WEN S ohhow Sl of

Jleeredy ol Ml
b v et Nt Meld & oved ol ae el deevevi
e aaler wmy seperviidor, @ ed shat

e b A

fddie M AR GG ool B s e e

[ T ]
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Henar Mlezico 0l Coreeryration Diivicion
C-102 hetmactiore

IF THIS IS A AMEMDED FEP OFT, CHECE THE BOXLAERLED "4 WMEMDED EEPORT" AT THE TCF OF THIS I OC UREMT.

Do dhallnee the lated Thited Staes goventnert oy or depadert reamyer, Well Iocatiors will be v refererice to the Hear Mladeo Proncipal
DBleridiar, B fhe lavdis rot smreed cordact the sppoopriae OCD ditrct office.  Budeperidand athdmision amys willhot be acceptable.

1.

10.

11.

12,

13.

14.

The OCTr scigued APTrazwber for i wredl.

The pool code for this proposed) cornpletion

The pool nane for this (proposed) canplaioe

The property code for this (proposed) crrplaion,

The property tatwe (arell nave 1 for this (popoeed) covpletion
The el roamber for fhis froposed’) corpletion

Operator's DGR roxwher.

The OpeTator's Fuarre,

The gronand L] eleratior of fhis el

The amveped amface location of thicwellmesamed fon the cection lines, HOTE  Kthe Thied Staes gooeornad amweee deciopates o Lot
Hamber for thic boatorxe tha roxrber #the "UL or bty box Cthenarkse nee fhe OCT o letter,

Proposed bottam kuole location, K this ¥ 4 horimaital o e fodicate the Locatioz ofthe exd of the huole.

The caoilded amesze dedicatedto this conpletiorito the re st hwdredh of an woe.

That &% frnore than ce carpletioroaill be sharvg this sane aoeaze or H I fhis is fhe ondy completion aathis ameaze.

I mruore than ore leace of differerd. omwerehip bue beery dedicated to the well duonar fhe coreolidation code o the fo ks tdile:
- R

Thiizt

Forced poolivg

Cither

Coreolidaion perdive

HoHgn

HO ALLOWAELE WILL EE 455IGHED TO THIS COMPLETION UHTIL ALL MTERESTS HAWE BEEH COMSOLIDATED OF 4 HOH-
STANDAED TTHIT HAS BEEN APPREOWED BEY THE DIWISIOHN!

15.

1a.

17

1.

Wte kthe OCD orders) poovi o huotestandard locaion, nuor-standard spadve, or divectionad or horimbdal drillivg,
Thie zrid represerte 4 sandad cector. Vol may aperinpose a wr-standard section ower thic grd  Chitlne the dedicded ameaze and the
separate lesces within that dedicaed aoeaze.  Shoner the wrell amface Iocation and botban hole location, i it is diredicalhe dolled, with the

diretisiors foeh the cedhion lves tthe camdmal drectiore . (Hoke: 4 legal heation is dateniined from the perperdioalar distatce to the edze
of the tract ) Fthi & alagh avgle orborizadal hole, duoar fruat portiom of fhe wrell bore that s apes it e pool.

Shupar alllote, Job roxrtbere, srd thedr Tespectinre aTeaze,

I more thar ote lease hae beay dedicated to this oxhplaioe, afline each one snd idevdife the oaership as to both wordioie dteredt and
Toyaky

The cispahme  prvted hate | ednail addrecs, ad fitle of the peeon athonzed torvabe fhos raport, adthe date fhic donenent wras sizped

The regictered amreynrs cetificatiosn. This sedion does ok bumes to be conplaed if thic fomm has been pravioashyr accepted by the OCT and ic
beirg filed for 4 charge of pool or dedicated ameaze.



Ry TR [ Do i) State of New Mexico Form C-103
T Erergy, Winerals and Hatural Fesources Ferriced Jme 10, 2003
1017 H. Fech D, He b, HM S2340 TWELL AFT N,

Dhistrict I

QIL COMBERYATION DIVISION

1301 W, Goand Awe, Arkeds, B EE210 5. Inficate Type of Lewse

e Santa Fe, NM 87505 308 = R A ey SETR

1210 3. ¥ Fraxck D, Zanh R, HM

g7i03
SUHDEY HOTICR: AWMD FEPORTD: OHWELLS
{DOWDI UZE THIZ FORM PO PECOPO 2AL # 10 DRILL OF. 10 DEEFEN ORFLUG BACE 10 A

DIFFEEFHI FEFERNOLE. UIE "AFFLIC A ITON FOEFEEMIT "(FOEKM C-101 ) FOE SOCH
PEOPOZAL )

V. Lease Name or Ut &areemert M ame

1. Type of Well: o, wall Mimber

CilWell [0  GasWell O Cther

4. Hame of Cperator S, QisEID Mamber

3. Address of Operator 10 Pool nare or Wildeat

4. Well Locatiom
Unit Letter : faet fiomm the lire and feet from the lme

Sectin Teamship Range MMM Conpty

st w whetier 3 ek,

12, Check Appropriate Box to Indicate Hature of Wotice, Repott or Other Data
MOTICE OF INTEMTION TO: SUBSECQUENT REPORT OF:

FEEFUEM EEMEDIALUWLUEEL] | PL3G ANDABANUDUN L REMEL BLFLEE L1 | ALIERING LASIMNG L

IEMFUBEARILY AHANDUN L] | CHANGE FLANS Ll LUMMENLE DEILLING UFHS L FLIG AND
ABANDOMMEMT
FULL UK ALITER CASIMG Ll  mULIIFLE LI LAsING TEST AND Ll
COMPLETION CEMENT JOB
OTHER: O OTHER: O

13. Desmmbe proposed or coenpleted operations. [(Clearhy stabe all perbnert details, and sove pertmest dates, mehidmg estrnated date
of startmg arey proposed work). SEE EULE 1105, For Multiple Completions: Attach wellbore diagram of proposed coempletion
o recottpletiom.

I hemwhyr certifiy that the pfonmation above 1s tue and conplete to the bast of my kmowrledze and beliaf,

SIGHATURE TITLE DATE
Type cx pamt neame E-mail address: Telephone Ho.
This space for State 1se)

APPPREOVED BEY TITLE DATE
Condtions of appaooval if army:
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atate of Mew Mexco
Energy, Ilinerals and Matural Resources

21l Cons ervation Division

Form C-105
Ferrized Jme 10,2003

WELL AFTHC.

5. Indicate Type of Lease
STATE O FEE O
atate Ol & Cras Leasse Mo

ey 1220 South St Francis Dr.
Santa Fe, NM 87505
20} 5 58 Fomics De, Simi Fo, 30437505
WELL COMPLETION OR RECOMPLETIONREFORT AND LG
Ta. Type oI Well

OLWEL O GA:wWFLL O DEYy O OIHEE

b Iy of Complation:
WEW 0O WORE 0O DFEPFEM 0O PLUG O DIFF

!. !Bi !un-a L} !m!mqmm‘!m

WELL OWEFE BACE EESVE. O OIHEE
1. Hame of Oporatmr &, WellHe.
3. Bddrass of Operater 9. Peslmame o Wiklsat
t. WellLecation
Tnit Latier Kot Fiomn Il Lim azl KatFoom Ile Lire
Gcten Io waship Fang HHMPM Cammty
10. Taw fpndded | 11.Dute ID. Baacked 12. Dk Compl (Faady ® Prd ) 15 Fhwtors (DF%: EEEB B, GE ok} 14 Fhv. Casingload
15. Tetal Tpth 1i PhgBaciID. 17. f Mnltipk Compl How Marmy 18 Imkrmk | Estary Taak Cath Tas k
Zari T Dinilkid By
5 Fodncmg Inknmls | of 11 cemphiun- Top, Bethm Hame T0. War Diectieza] smwey Made
11 Type Flictoc anl (et Le g Fom T War Wall Cozad
23, CASING RECORD (Eeport all strings set i well)
C A IIHG SIZF WEHI-HI LE..FI. DFFIH iE1 HCOLE IIZF CHEME N ITHG EECORD AMNMOTHTI PULLED
a4 LIMEE. FEC OET 25, TUBIMG FEC ORI
R TCF BEOITON RO CEMEATY [ & FRER EE FECTEE "HT
M. Pofimtenmcend (feral rise, anl nunter) ar. ACID, SHOT FRACTURE, CEMEMNT, S JUEEFE, ETC.
DFPIH INTEEVAL AMOTHT AWD FIND MAT FEIAL TEFD
18 PRODUCTION
Dk oz t Prednctie n Prednction Mefled 5 bowieg, g U8 pampdag - 5o aad e pam) Woll Btutw /it ond o S
Dk of Taet Homy Tashd Clolo fisa Prod'nFex Oil- Bhl Gas - MCF Wakz- Bbl Grag - (il Eatin
Tort Paziod | |
Flow Tnking Caring Prosimm Cakmltkd 24- CHL- BEl Cras - MCF Watkr- Bl CH Grawity - BPT- st o
Prass. Hew Eak ‘ |
I The pabe 1l 1o X Ioar 7 T i e, B Torf Wisisnl Oy
Signatue Hame Tile Drate
E-mail &ddvess

101



INSTRUCTIONS

Thus form 15 to be filed with the appropriate Disbict Ofice ofthe Division not laberthan 20 days afterthe completion of anvynearly-dilled or
deepenedwell. It shallbe accoenpanied byorne copyofall electrical and radio-activiby logs ran onthe well and a sanewary of all specialtests
conducted, mehiding drill stern tests. A1l depths mported shall be measned depths. Inthe case of directionalby drlled wells, e vertiral depths
shall also be reported. For nmltple completions, dems 25 frough 29 shall be reported for each =one. The fomn 15 to be {iled mqunboplicate
except on state land, where spe coples are lquired. See Fule 1105,

INDICATE FORRATION TOPG [N COMNFORMAMNCE WITH GEQGRAPHICAL SECTION OF STATE

doutheastem Hew hlexico M orthmrestern Mew Il exico

T Lzly, T Cargomn T o Akmo T Ferm "B

T, alt T, Straam T. Eastland Frostland T, FPerm "7

B Salt T, Atcka T. Prhaved Chifs T Perm "D

T. ¥ ates T Mass 1. Clitt House T. Leadnlle

T.°F Fomers T Dienmanuan T, Menetee T. Madison

T, Chieen T, Siharian T. Pont Lawcloondt T Elhet

T, raytarg 1. Iortoya T, Manoos T, Il racken

T, San Andres T, Simpson T. Galhm T Igmacn Chete

T, Glorieta T MoFee Base Greenhom T. Grante

T. Paddock T, Ellenburger T. Dakota A

T, BElmebey T, Gr. Wash T. Monisom H gl

T Tubh T, Delaarare Sand T Todilte HE

T Dirmiard T Fene Sprmgs T Frdrads T

T. Ak AR T. Wngate BB

T, Wolcamp T, T. Chmle T,

T. Perm A T. Pemmian T

T 5o (Bouzh O T, T Tem A" o

OIL OR GAS
SANDS OR ZONES
Mo 1 fror BB st mmntratn g Mo 3, frome .. 0 s o
Mo 2 froro ..o L (xR Mo d frore.. ..o o
IMPORTANT WATER SANDS
Inclnde data on rate of water inflosr and elessation to which water rose m hole.
Fo o Lforn o L (o ToBt.
| el B ) R R Yo iy G e S S VO oy g e e 0 e o e e R e s e e
| | T e fibarororpe s i renem e il fRit o s s sinenesime s s
LITHOLOGY EECOED (Attach additicnal sheet if necess ary)
Froen | To mﬁ Lithelogr Froen | To mﬁ Lithelogy
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FTATE OF HEW MEZICO Ol Conservation Dindsion FORDM C-108

ENERGY, MINERALS AND HATITRAL 1170 Sowdh 5t Francis D, Revised hme 10, 2005
REZOURCES DEFARTMENT Sania Fe, New Mevico 8TSIE
APPLICATION FOR AUTHORIFATION TO INJECT
I FITEPOSE: Secondary Reomrery Presae Mantenanoe Trisposal Storaze
A ppheation qualifies for administratree appeoval? Fes Ho
II. OPERATOR:
ADDEESS:
CONTACTPARTY: FHONE:

II1.

IV,

VII.

*VTIIL

IZ.
*
*341.

EIL

EII.
EIW,

WELL DATA: Coanplete the data required om the reverse side of this fanm fior each well proposed fior myjection
Addtional sheets maybe atached Fnecessay

Is this an expansion of an existng project? Yes Hao
If'yes, gove the Dpmision crdermamber athorizmg the progect:

Attach a map that 1dertifes allwells md leases withm tao nules of ay proposed myecton wellwith 2 one-half'rle radms cncle
drawmn aound each proposed mjectin well. This crele idertifies the well's awa of weovier.

Attach a tabalatym of data on all wells of'public woord witlinthe avea of veviewr which penetiate the proposed iigection aome.
Zuch data shall imelode a descrptin of eachwell's type, construction, date dnlked, beahion, depth, record of cornpletion, and a
schematic of sy phogzed well illostratmg all plosming detail

Attach data om the proposed operation, mehiding:

Proposed average and macmroam daily rte and vwohome of fhnds to be ngected,

Whether the system 1s open or chsed,

Proposed average and mammm injection presaire;

Sourmes and an appropriate amabesis of myection fhnd and conpatibalty with the receiving fornaton otherthan weogected
produced water; and,

If impection is for disposal prarposes no a mone not productee ofoll or zas at or within ome mile of the proposed well attach a
cheriral analysis of the disposal mre foemationwater (may be meanned or pdered fiom existmg Iterahmre, shadies, nearber
wells, ate).

ka bl bors

A ttach appropriate seolbzic data on the mjection zone inchiding appropriste lthobzic detail, zeclogic name, thickness, and
depth. Give the geabzic name, and depthto bottorn of allundersround sources of dinkmge water [aquifers cortammg waters with
total dissobred sahids concedrations of 10000 msfl or kess] overlymez the proposed pection sone as well as amy such somces
knowmtobe manediaely underbansthe myjection rterval

Dreserbe the proposed stirmlation program, F anr.

Attach appropriate logsme and test data on thewell. (I£weell logzs have been filad with the Dipsisice, theyr need not be esubmited).

Attach a chermical avalysis of fresh water fican baro or mowe fresh water wells (i availsble and produemg] wathin ore miale of oy
yection or disposalwell showmg locaton ofwells and dates samples were taken.

Applicarts for disposalwells nost make an affinnabive statemernt that they have exammed available geclogic md ensinesring
data and fmd no evadence of open fanlts cr sty otherhydwlozie comertion betareen the disposal rme and amyunderzicand
sonrees of dunkmg wrater.

A pplicarts nmst conplete the "Prood’of Motice" sechon on the reverse side ofthis fonm.

Cettificatrn: [ hevebyr certifirthat the mftnmation sabentted withthis application is trae and comect to the best of iy lovnwrledze
and belef

HaME: TITLE:

SIGHATURE: DaTE:

E-MAIL ATDEESS:
If' the mtbmmation required under Sections VI, VI X and X1 above has been previoushy subimnited,  need not be resubnmtted.
Plkase shorer the date and croomstances of the earher sobiaittal.

DISTEIBUTION: Ongzinal and ore copy to Sarmta Fe wnth one copyr to the appropriate Distrct Office



Side 2

III. WELL DATA

&,

IV,

The follbwnng well data noast be submsted for each ingection well covrered b this applicatiosnn The data renast ba both motabala
and schematic forn and shall pchode:

[ 11 Leasename; Well o, Location by Section, Township and Fange; and fortagze location withm the sechon.

(2] Each casmg strmz wsed with 5 size, settmz depth, sacks of cemert used, hole size, topof cemert, and howr such top wras
determmed.

(3 A desmaption of the tabmg to be used mehiding s sie, nng material and settmg depth
(4] The name, model, and sttmz depth of the packer used or a desaption of ary other seal spstem or assamblyused.

Division District CHYees have sapplies of Well Diata Sheets wrhich gy be nsed or which say be used as models fartlis papposs.
Applicarts for several identical wells may submit a "typical data sheet" rather than submittmg the data for sach well.

The follovenng nmast be submited for each imjection well covered by this application. A1l terns st be addiessed forthe mitial
well. Eesponses for addtonal wells need be shoemonly when differert. Infoemmaton showm on schermaties need not be repeated.

[ 11 The name of the imection foomation and, £ applicable, the field or pool name.
(2] The pyection irterval and whether # 15 perforated or open-hole.
[3) State f'thewell was drlled for mjectiom ox, 'act, the origmal parpose of the well

(4] Give the depths of 2y other pedforated imterrals and detailonthe sacks of camert orbridze phags used to seal off such
perfortions.

[ 5] Give the depth to and the name of 'the neadt higher and nestt oy 01l or gas zome mnthe area of'the well, iy
FRECOFQF HOTICE

A1l applicarts nmst formishproof that a copy of the applicatrm has been famished, by cartified or registered manl, to the cvmerof
the anfare of the land on which thewell is 4o be located and to each lsasehold operatorwithm one-half mik of the well lbeation.

Where an application 15 nibject to admmistiative approval, a proof of publication nmst be sobmited. Such proof’ shall consist of &
copyofthe legal adverbiserment whichvwas published m the ooty m wlinch the well 15 beated. The corterts of such
advertisernest noast mehide:

[ 11 The name, address, phone rmonber, and cortact paty oy the applicat

(2] The ntended parpose of'the nyectionwell; with the exatt beahon of smzle wells orthe Section,
Toemship, and Fange beation of noaltiple wells,

[ 3] The fommatinn name and depth with expected macmmim irgection rates and pressures: and,

(4] Anctatonthat pierested parties nmst fik objections or requests #or hearmz with the 01l Conserratiom Division, 1540 Soath
St. Franeis Dy, Sarta Fa, Newr Meraoo 27505, watlun 15 days.

HoO ACTION WILL BETAEEN ON THE APPLICATION UNTIL PRCOPERFPEOOF CF NOTICE HAS BEEH
SUBMITTED.

HOTICE: Sarface owners or of Tset operators nmst fike ay objections or mquests for heanng of admpustrabve applications withm 15 days
finmthe date this applicatinnaras mailed tothem
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Bide 1 INJECTION WELL DATA SHEET
OPEEATOER:
WELL NAME & MUMBEE.
WELL LOCATION:
FOOTAGE LOCATION TNIT LETTER SECTION TOWHEHTP RANGE
WELLEORE SCHEMATIC WELL CONSTRUCTION DATA
Surface Casing
Huole Size: Casing Size:
Cemented with: SX. or f#
Top of Cement: Method Determined:
Intermediate Casing
Huole Size: Casing Size:
Cemented with: 5. or f#
Top of Cement: Iethod Detertined:
Production Casing
Hole Size: Casing Size:
Cemented with: SX. or f#
Top of Cement: Method Determined:

Total Depth:

Injection Interval

et | to

{Perforated or Open Hole, mdicate which)



side 2

INJECTION WELL DATA SHEET

Tubing =ize: Lining Material:

Tvpe of Packer:

Packer Setting Depth:

Other Type of Tubing/Casing Zeal (if applicable):

Additional Data

1. Isthiz anew well drilled for injection? Tes Mo

If no, for what purpose was the well originally drilled?

2. IMame of the Injection Formation:

3. MName of Field or Fool (if applicable);

4. Has the well ever been perforated in any other zone(s)? List all such perforated
intervals and give plugging detail, 1 e. sacks of cement or plug{s) used.

3. (Give the name and depths of any o1l or gas zones underlying or overlying the proposed
injection zone in this area:




State of New Mexico Form C-115 First Page

District |

1625 North French, Hobbe, N 8241 Energy. Minerals & Natural Resources Depariment Revised .Ianuary 22, 2004

Distriet 1l OIL CONSERVATION DIVISION Instruction on Reverse Side
1220 South Saint Francis Drive 1 [] Amended Report

1501 Weest Grand Avenue, Arosia, MM 85210

Santa Fe, NM 87505

District Il
1000 Rio Brazas, Aztoc, NI 84710 OPERATOR'S MONTHLY REFCRT

2 Operator IJ OGRID: 4 Month'Year
5 Address: & Paaa 1of 4
INJECTIOMN PRODUCTION DISPOSITION OF OIL, GAS, AND WATER
ll [] 11 12 16 19 2 23
. AND NAME c ¢ | Barrels of 13 14 15 ¢ 17 18 ©il on hand 20 3| C | Oilen
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TITLE 20 ENVIRONMENTAL PROTECTION

CHAPTER 6 WATER QUALITY
PART 2 GROUND AND SURFACE WATER PROTECTION
20.6.2.1200 PROCEDURES:

[12-1-95; 20.6.2.1200 NMAC — Rn, 20 NMAC 6.2.1.1200, 1-15-01]

20.6.2.1201 NOTICE OF INTENT TO DISCHARGE:

A. Any person intending to make a new water contaminant discharge or to alter the character or

location of an existing water contaminant discharge, unless the discharge is being made or will be made into a
community sewer system or subject to the Liquid Waste Disposal regulations adopted by the New Mexico
Environmental Improvement Board, shall file a notice with the Ground Water Quality Bureau of the department for
discharges that may affect ground water, and/ or the Surface Water Quality Bureau of the department for discharges that
may affect surface water. However, notice regarding discharges from facilities for the production, refinement pipeline
transmission of il and gas or products thereof, the oilfield service industry, oilfield brine production wells, geothermal
installations and carbon dioxide facilities shall be filed instead with the Oil Conservation Division.

B. Any person intending to inject fluids into a well, including a subsurface distribution system, unless

the injection is being made subject to the Liquid Waste Disposal regulations adopted by the New Mexico
Environmental Improvement Board, shall file a notice with the Ground Water Quality Bureau of the department.
However notice regarding injection to wells associated with oil and gas facilities as described in Subsection A of Section
20.6.2.1201 NMAC shall be filed instead with the Oil Conservation Division.

C. Notices shall state:

(1) the name of the person making the discharge;

(2) the address of the person making the discharge;

(3) the location of the discharge;

(4) an estimate of the concentration of water contaminants in the discharge; and

(5) the quantity of the discharge.

D. Based on information provided in the natice of intent, the department will notify the person

proposing the discharge as to which of the following apply:

(1) adischarge permit is required;

(2) adischarge permit is not required;

(3) the proposed injection well will be added to the department’ s underground injection well

inventory;

(4) the proposed injection activity or injection well is prohibited pursuant to 20.6.2.5004 NMAC.

[1-4-68, 9-5-69, 9-3-72, 2-17-74, 2-20-81, 12-1-95; 20.6.2.1201 NMAC — Rn, 20 NMAC 6.2.1.1201, 1-15-01; A,
12-1-01]

20.6.2.1203 NOTIFICATION OF DISCHARGE—REMOVAL:

A. With respect to any discharge from any facility of oil or other water contaminant, in such quantity

as may with reasonable probability injure or be detrimenta to human health, animal or plant life, or property, or
unreasonably interfere with the public welfare or the use of property, the following notifications and corrective
actions are required:

(1) As soon as possible after learning of such a discharge, but in no event more than twenty-four (24)

hours thereafter, any person in charge of the facility shall orally notify the Chief of the Ground Water Quality
Bureau of the department, or his counterpart in any constituent agency delegated responsibility for enforcement of
these rules as to any facility subject to such delegation. To the best of that person's knowledge, the following items
of information shall be provided:

(a) the name, address, and telephone number of the person or personsin charge of the facility,

aswell as of the owner and/or operator of the facility;

(b) the name and address of the facility;

(c) the date, time, location, and duration of the discharge

(d) the source and cause of discharge;

(e) adescription of the discharge, including its chemical composition;

(f) the estimated volume of the discharge; and
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(g) any actions taken to mitigate immediate damage from the discharge.

(2) When in doubt as to which agency to notify, the person in charge of the facility shall notify the

Chief of the Ground Water Quality Bureau of the department. If that department does not have authority pursuant to
commission delegation, the department shall notify the appropriate constituent agency.

(3) Within one week after the discharger has learned of the discharge, the facility owner and/or

operator shall send written notification to the same department official, verifying the prior oral notification as to each of
the foregoing items and providing any appropriate additions or corrections to the information contained in the prior ora
notification.

(4) The oral and written notification and reporting requirements contained in this Subsection A are

not intended to be duplicative of discharge notification and reporting requirements promulgated by the Qil
Conservation Commission (OCC) or by the Qil Conservation Division (OCD); therefore, any facility which is

subject to OCC or OCD discharge notification and reporting requirements need not additionally comply with the
notification and reporting requirements herein.

(5) As soon as possible after learning of such a discharge, the owner/operator of the facility shall take

such corrective actions as are necessary or appropriate to contain and remove or mitigate the damage caused by the
discharge.

(6) If it is possible to do so without unduly delaying needed corrective actions, the facility

owner/operator shall endeavor to contact and consult with the Chief of the Ground Water Quality Bureau of the
department or appropriate counterpart in a delegated agency, in an effort to determine the department's views as to what
further corrective actions may be necessary or appropriate to the discharge in question. In any event, no later than fifteen
(15) days after the discharger learns of the discharge, the facility owner/operator shall send to said Bureau Chief awritten
report describing any corrective actions taken and/or to be taken relative to the discharge.

Upon a written request and for good cause shown, the Bureau Chief may extend the time limit beyond fifteen (15) days.
20.6.2 NMAC 8

(7) The Bureau Chief shall approve or disapprove in writing the foregoing corrective action report

within thirty (30) days of its receipt by the department. In the event that the report is not satisfactory to the

department, the Bureau Chief shall specify in writing to the facility owner/operator any shortcomings in the report or in
the corrective actions already taken or proposed to be taken relative to the discharge, and shall give the facility
owner/operator a reasonable and clearly specified time within which to submit a modified corrective action report. The
Bureau Chief shall approve or disapprove in writing the modified corrective action report within fifteen (15) days of its
receipt by the department.

(8) In the event that the modified corrective action report also is unsatisfactory to the department, the

facility owner/operator has five (5) days from the notification by the Bureau Chief that it is unsatisfactory to appeal to the
department secretary. The department secretary shall approve or disapprove the modified corrective action report within
five (5) days of receipt of the appeal from the Bureau Chief's decision. In the absence of either corrective action
consistent with the approved corrective action report or with the decision of the secretary concerning the shortcomings of
the modified corrective action report, the department may take whatever enforcement or legal action it deems necessary
or appropriate.

(9) If the secretary determines that the discharge causes or may with reasonable probability cause

water pollution in excess of the standards and requirements of Section 20.6.2.4103 NMAC, and the water pollution

will not be abated within one hundred and eighty (180) days after notice is required to be given pursuant to

Paragraph (1) of Subsection A of Section 20.6.2.1203 NMAC, the secretary may notify the facility owner/operator

that he is a responsible person and that an abatement plan may be required pursuant to Section 20.6.2.4104 and
Subsection A of Section 20.6.2.4106 NMAC.

B. Exempt from the requirements of this Section are continuous or periodic discharges which are

made:

(2) in conformance with regulations of the commission and rules, regulations or orders of other state

or federal agencies; or

(2) in violation of regulations of the commission, but pursuant to an assurance of discontinuance or

schedule of compliance approved by the commission or one of its duly authorized constituent agencies.

C. Asused in this Section and in Sections 20.6.2.4100 through 20.6.2.4115 NMAC, but not in other

Sections of this Part:
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(1) "discharge" means spilling, leaking, pumping, pouring, emitting, emptying, or dumping into water

or in alocation and manner where there is a reasonable probahility that the discharged substance will reach surface
or subsurface water;

(2) "facility" means any structure, installation, operation, storage tank, transmission line, motor

vehicle, rolling stock, or activity of any kind, whether stationary or mobile;

(3) "oil" means oil of any kind or in any form including petroleum, fuel oil, sludge, oil refuse and ail

mixed with wastes;

(4) "operator" means the person or persons responsible for the overall operations of a facility; and

(5) "owner" means the person or persons who own afacility, or part of afacility.

D. Notification of discharge received pursuant to this Part or information obtained by the exploitation

of such notification shall not be used against any such person in any criminal case, except for perjury or for giving a
false statement.

E. Any person who has any information relating to any discharge from any facility of oil or other

water contaminant, in such quantity as may with reasonable probability injure or be detrimental to human health,
animal or plant life, or property, or unreasonably interfere with the public welfare or the use of property, is urged to
notify the Chief of the Ground Water Quality Bureau of the department. Upon such notification, the secretary may
require an owner/operator or a responsible person to perform corrective actions pursuant to Paragraphs (5) and (9) of
Subsection A of Section 20.6.2.1203 NMAC.

[2-17-74, 2-20-81, 12-24-87, 12-1-95; 20.6.2.1203 NMAC — Rn, 20 NMAC 6.2.1.1203, 1-15-01; A, 12-1-01]
20.6.2.1210 VARIANCE PETITIONS:

A. Any person seeking a variance pursuant to Section 74-6-4 (G) NMSA 1978, shall do so by filing a

written petition with the commission. The petitioner may submit with his petition any relevant documents or
material which the petitioner believes would support his petition. Petitions shall:

(1) state the petitioner's name and address;

20.6.2 NMAC9

(2) state the date of the petition;

(3) describe the facility or activity for which the variance is sought;

(4) state the address or description of the property upon which the facility is located;

(5) describe the water body or watercourse affected by the discharge;

(6) identify the regulation of the commission from which the variance is sought;

(7) state in detail the extent to which the petitioner wishes to vary from the regulation;

(8) state why the petitioner believes that compliance with the regulation will impose an unreasonable

burden upon his activity; and

(9) state the period of time for which the variance is desired.

B. The variance petition shall be reviewed in accordance with the adjudicatory procedures of 20

NMAC 1.3.

C. The commission may grant the requested variance, in whole or in part, may grant the variance

subject to conditions, or may deny the variance. The commission shall not grant a variance for a period of time in
excess of five years.

D. An order of the commission is final and bars the petitioner from petitioning for the same variance

without special permission from the commission. The commission may consider, among other things, the
development of new information and technigues to be sufficient justification for a second petition. If the petitioner,
or his authorized representative, fails to appear at the public hearing on the variance petition, the commission shall
proceed with the hearing on the basis of the petition. A variance may not be extended or renewed unless a new
petition is filed and processed in accordance with the procedures established by this Section.

[7-19-68, 11-27-70, 9-3-72, 2-20-81, 11-15-96; 20.6.2.1210 NMAC — Rn, 20 NMAC 6.2.1.1210, 1-15-01]
20.6.2.1220 PENALTIES ENFORCEMENT, COMPLIANCE ORDERS, PENALTIES, ASSURANCE

OF DISCONTINUANCE.: Failure to comply with the Water Quality Act, or any regulation or standard
promulgated pursuant to the Water Quality Act is a prohibited act. If the secretary determines that a person has
violated or is violating a requirement of the Water Quality Act or any regulation promulgated thereunder or is
exceeding any water quality standard or ground water standard contained in Commission regulations, or is not
complying with a condition or provision of an approved or modified abatement plan, discharge plan, or permit
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issued pursuant to the Water Quality Act, the secretary may issue a compliance order, assess a penalty, commence a
civil action in district court, or accept an assurance of discontinuance in accordance with NMSA 1978, Section 74-6-
10 of the Water Quality Act.

[12-1-95; 20.6.2.1220 NMAC — Rn, 20 NMAC 6.2.1.1220, 1-15-01]

20.6.2.1221 — 20.6.2.1999: [RESERVED]

[12-1-95; 20.6.2.1221 — 20.6.2.1999 NMAC — Rn, 20 NMAC 6.2.1.1221-2099, 1-15-01]

20.6.2.3000 PERMITTING AND GROUND WATER STANDARDS:

[12-1-95; 20.6.2.3000 NMAC — Rn, 20 NMAC 6.2.111, 1-15-01]

20.6.2.3001 — 20.6.2.3100: [RESERVED]

[12-1-95; 20.6.2.3001 — 20.6.2.3100 NMAC — Rn, 20 NMAC 6.2.11.2202-3100, 1-15-01]

20.6.2.3100 Permitting and Ground Water Standards

20.6.2.3101 PURPOSE:

A. The purpose of Sections 20.6.2.3000 through 20.6.2.3114 NMAC controlling discharges onto or

below the surface of the ground is to protect all ground water of the state of New Mexico which has an existing
concentration of 10,000 mg/| or less TDS, for present and potential future use as domestic and agricultural water
supply, and to protect those segments of surface waters which are gaining because of ground water inflow, for uses
designated in the New Mexico Water Quality Standards. Sections 20.6.2.3000 through 20.6.2.3114 NMAC are
written so that in general:

(2) if the existing concentration of any water contaminant in ground water is in conformance with the

standard of 20.6.2.3103 NMAC, degradation of the ground water up to the limit of the standard will be allowed; and
(2) if the existing concentration of any water contaminant in ground water exceeds the standard of

Section 20.6.2.3103 NMAC, no degradation of the ground water beyond the existing concentration will be allowed.
B. Ground water standards are numbers that represent the pH range and maximum concentrations of

water contaminants in the ground water which still allow for the present and future use of ground water resources.
C. The standards are not intended as maximum ranges and concentrations for use, and nothing herein

contained shall be construed as limiting the use of waters containing higher ranges and concentrations.

[2-18-77; 20.6.2.3101 NMAC — Rn, 20 NMAC 6.2.111.3101, 1-15-01]

20.6.2.3103 STANDARDS FOR GROUND WATER OF 10,000 mg/l TDS CONCENTRATION OR

LESS: The following standards are the allowable pH range and the maximum allowable concentration in ground
water for the contaminants specified unless the existing condition exceeds the standard or unless otherwise provided
in Subsection D of Section 20.6.2.3109 NMAC. Regardless of whether there is one contaminant or more than one
contaminant present in ground water, when an existing pH or concentration of any water contaminant exceeds the
20.6.2 NMAC 12

standard specified in Subsection A, B, or C of this section, the existing pH or concentration shall be the allowable
limit, provided that the discharge at such concentrations will not result in concentrations at any place of withdrawal
for present or reasonably foreseeable future use in excess of the standards of this section. These standards shall
apply to the dissolved portion of the contaminants specified with a definition of dissolved being that given in the
publication "Methods for Chemical Analysis of Water and Waste of the U.S. Environmental Protection Agency,”
with the exception that standards for mercury, organic compounds and non-agueous phase liquids shall apply to the
total unfiltered concentrations of the contaminants.

A. Human Health Standards-Ground water shall meet the standards of Subsection A and B of this

section unless otherwise provided. If more than one water contaminant affecting human health is present, the toxic
pollutant criteria as set forth in the definition of toxic pollutant in Section 20.6.2.1101 NMAC for the combination
of contaminants, or the Human Health Standard of Subsection A of Section 20.6.2.3103 NMAC for each
contaminant shall apply, whichever is more stringent. Non-agqueous phase liquid shall not be present floating atop
of or immersed within ground water, as can be reasonably measured.

(1) ArseniC (AS) .. vieie et e et i it e e e e e a2 0.1 MG
(2) Barium (Ba) ... ... ceeoe et iee et e et e e e e e 1.0 mg/l
() Cadmium (Cd)......cvii i e e e e 020,01 MG/
(4) ChromiuM (Cr) e e e e e e e e e e e e e 0.05 mg/I
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(5) Cyanide (CN) ... e e e e 20,2 MG/

(B) FIUOIAE (F) ... e e e e e e e e e e e e e e 1.6 mg/l

(7) Lead (Pb)... ...0.05 mg/l

(8) Total Mercury (Hg) ......................................................... 0 002 mg/l

(9) Nitrate (NOB @SN ... in ettt it e e e e e e e 10.0 mg/l
(10) Selenium (Se)005 mg/|
(112) Silver (AQ)... PPN 0 X 0 5 01T/
(12) Uranium (U)... 2.0 Mg/l
(13) Radioactivity: Combrned Radlum 226 & Radrum—228............... 30 pCi/l

(14) Benzene.. e e e 0.01 Mg/l
(15) PonchIorlnated brphenyls(PCB s) ...................................... 0.001 mg/l
(16) Toluene... ...0.75 mg/l
17) CarbonTetrachIorlde ..0.01 mg/l
(18) 1,2-dichloroethane (EDC) .................................................. 0.01 mg/l
(29) 1,1-dichloroethylene (1,1-DCE) .........cccoeviviiiineinvenvn......0.005 mg/l
(20) 1,1,2,2-tetrachloroethylene (PCE) .......c.coovii i i 0.02 mgl/l
(22) lthrrchIoroetherne (TCE) ................................................ 0.1 mg/l
(22) ethylbenzene... e 075 MO/
(23) total XYIENES. ... et e e 0.62 mg/l
(24) methylene chloride..........coooie e e 0.1 mg/l
(25) chloroform.. PPN 0 ¢ 4o o
(26) lldlchloroethane R 0 X 02 0o )
(27) ethylene dibromide (EDB) .................................................. 0.0001 mg/l
(28) 1,1,2-trichloroethane. ...........oooiieie s e 0.06 mg/I
(29) 1,1,2-trichloroethane. .. .......coc vt ie e e e e e e e e 0.01 mg/l
(30)1122tetrachloroethane..................................................... .0.01 mg/I
(31) vinyl chloride... ceeereeneenn...0.001 mgl/l
(32) PAHSs: total naphthalene pI us monomethylnaphthalenes ................... 0.03 mg/l
(33) benzo-a-pyrene... cerieiiiieeeeeen...0.0007 Mg/l
B. Other Standards for Domestlc Water Supply

(1) Chloride (CI) .. ey 2o O L O 0 0To T/
024 @0 o) o 1= (X1 ) I 1.0 mgl/l
) T (] T =) I 1.0 mg/l
(4) ManQaneSE (MN) ... uu it e e e e e et e e e e e e e et e aaenas 0.2 mg/l
(B) PhENOIS. ... e 0.005 mg/l
(7) SUIFALE (SOQ) ..ot et e e e e e e e e 600.0 mg/I|
(8) Total Dissolved Solids (TDS) ...vueieie et e e e 1000.0 mg/l
(9) ZINC (ZN) 1ei i e e e e e e e e 10.0 mg/l
(10 8 between 6 and 9

20.6.2 NMAC 13

C. Standardsfor Irrigation Use - Ground water shall meet the standards of Subsection A, B,
and C of this section unless otherwise provided.

() Aluminum (A} i e e e 2. .0 MG

(2) BOION (B) .ueee et e e e e e e e e e e e e e e 0.75 mg/l
() e o= A (O ) I 0.05 mg/l
(4) Molybdenum (M) ..o e e e e e 1.0 mg/l
(5) NICKEL (NT) 1e ettt e e e e e e et e e e e 0.2 mg/l

[2-18-77, 1-29-82, 11-17-83, 3-3-86, 12-1-95; 20.6.2.3103 NMAC — Rn, 20 NMAC 6.2.111.3103, 1-15-01]
20.6.2.3104 DISCHARGE PERMIT REQUIRED: Unless otherwise provided by this Part, no person shall

cause or allow effluent or leachate to discharge so that it may move directly of indirectly into ground water unless he
is discharging pursuant to a discharge permit issued by the secretary. When a permit has been issued, discharges
must be consistent with the terms and conditions of the permit. In the event of atransfer of the ownership, control,
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or possession of afacility for which a discharge permit is in effect, the transferee shall have authority to discharge
under such permit, provided that the transferee has complied with Section 20.6.2.3111 NMAC, regarding transfers.
[2-18-77, 12-24-87, 12-1-95; Rn & A, 20.6.2.3104 NMAC — 20 NMAC 6.2.111.3104, 1-15-01; A, 12-1-01]
20.6.2.3105 EXEMPTIONS FROM DISCHARGE PERMIT REQUIREMENT: Sections 20.6.2.3104 and
20.6.2.3106  APPLICATION FOR DISCHARGE PERMITS AND RENEWALS:

A. Any person who, before or on June 18, 1977, is discharging any of the water contaminants listed in
Section 20.6.2.3103 NMAC or any toxic pollutant so that they may move directly or indirectly into ground water shall,
within 120 days of receipt of written notice from the secretary that a discharge permit is required, or such longer time as
the secretary shall for good cause allow, submit a discharge plan to the secretary for approval; such person may discharge
without a discharge permit until 240 days after written notification by the secretary that a discharge permit is required or
such longer time as the secretary shall for good cause allow.

B. Any person who intends to begin, after June 18, 1977, discharging any of the water contaminants listed
in Section 20.6.2.3103 NMAC or any toxic pollutant so that they may move directly or indirectly into ground water shall
notify the secretary giving the information enumerated in Subsection B of Section 20.6.2.1201INMAC; the secretary
shall, within 60 days, notify such person if a discharge permit is required; upon submission, the secretary shall review the
discharge plan pursuant to Sections 20.6.2.3108 and 20.6.2.3109 NMAC. For good cause shown the secretary may allow
such person to discharge without a discharge permit for a period not to exceed 120 days.

C. A proposed discharge plan shall set forth in detail the methods or techniques the discharger proposes to
use or processes expected to naturally occur which will ensure compliance with this Part. At least the following
information shall be included in the plan:

(1) Quantity, quality and flow characteristics of the discharge;

(2) Location of the discharge and of any bodies of water, watercourses and ground water discharge sites
within one mile of the outside perimeter of the discharge site, and existing or proposed wells to be used for monitoring;

(3) Depth to and TDS concentration of the ground water most likely to be affected by the discharge;

(4) Flooding potential of the site;

(5) Location and design of site(s) and method(s) to be available for sampling, and for measurement or
calculation of flow;

(6) Depth to and lithological description of rock at base of alluvium below the discharge site if such
information is available;

(7) Any additional information that may be necessary to demonstrate that the discharge permit will not
result in concentrations in excess of the standards of Section 20.6.2.3103 NMAC or the presence of any toxic pollutant at
any place of withdrawal of water for present or reasonably foreseeable future use. Detailed information on site geologic
and hydrologic conditions may be required for a technical evaluation of the applicant's proposed discharge plan; and

(8) Additional detailed information required for a technical evaluation of underground injection control
wells as provided in Sections 20.6.2.5000 through 20.6.2. 5299 NMAC,

D. An applicant for a discharge permit shall pay fees as specified in Section 20.6.2.3114 NMAC.

E. An applicant for a permit to dispose of or use septage or sludge, or within a source category designated
by the commission, may be required by the secretary to file a disclosure statement as specified in 74-6-5.1 of the Water
Quality Act.

F. If the holder of a discharge permit submits an application for discharge permit renewal at least 120 days
before the discharge permit expires, and the discharger is not in violation of the discharge permit on the date of its
expiration, then the existing discharge permit for the same activity shall not expire until the application for renewal has
been approved or disapproved. A discharge permit continued under this provision remains fully effective and
enforceable. An application for discharge permit renewal must include and adequately address all of the information
necessary for evaluation of a new discharge permit. Previously submitted materials may be included by reference
provided they are current, readily available to the secretary and sufficiently identified to be retrieved.

[2-18-77, 6-26-80, 7-2-81, 9-20-82, 8-17-91, 12-1-95; 20.6.2.3106 NMAC — Rn, 20 NMAC 6.2.111.3106, 1-15-01; A, 12-
1-01; A, 7-15-02]

20.6.2.3107 MONITORING, REPORTING, AND OTHER REQUIREMENTS:
A. Each discharge plan shall provide for the following as the secretary may require:
(1) Theinstallation, use, and maintenance of effluent monitoring devices;
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(2) Theinstallation, use, and maintenance of monitoring devices for the ground water most likely to

be affected by the discharge;

(3) Monitoring in the vadose zone;

(4) Continuation of monitoring after cessation of operations,

(5) Periodic submission to the secretary of results obtained pursuant to any monitoring requirements

in the discharge permit and the methods used to obtain these results;

(6) Periodic reporting to the secretary of any other information that may be required as set forth in the
discharge permit;

(7) The discharger to retain for a period of at least five years any monitoring data required in the

discharge permit;

(8) A system of monitoring and reporting to verify that the permit is achieving the expected results;

(9) Procedures for detecting failure of the discharge system;

(10) Contingency plans to cope with failure of the discharge permit or system;

(11) A closure plan to prevent the exceedance of standards of Section 20.6.2.3103 NMAC or the

presence of atoxic pollutant in ground water after the cessation of operation which includes: a description of
closure measures, maintenance and monitoring plans, post-closure maintenance and monitoring plans, financial
assurance, and other measures necessary to prevent and/or abate such contamination. The obligation to implement
the closure plan as well as the requirements of the closure plan, if any is required, survives the termination or
expiration of the permit. A closure plan for any underground injection control well must also incorporate the
applicable requirements of Sections 20.6.2.5005 and 20.6.2.5209 NMAC.

B. Sampling and analytical techniques shall conform with the following references unless otherwise
specified by the secretary:

(1) Standard Methods for the Examination of Water and Wastewater, latest edition, American Public

Health Association; or

(2) Methods for Chemical Analysis of Water and Waste, and other publications of the Analytical

Quality Laboratory, EPA; or

(3) Techniques of Water Resource Investigations of the U.S. Geological Survey; or

(4) Annual Book of ASTM Standards. Part 31. Water, latest edition, American Society For Testing

and Materials; or

(5) Federal Register, latest methods published for monitoring pursuant to Resource Conservation and
Recovery Act regulations; or

(6) National Handbook of Recommended Methods for Water-Data Acquisition, latest edition,

prepared cooperatively by agencies of the United States Government under the sponsorship of the U.S. Geological
Survey.

C. The discharger shall notify the secretary of any facility expansion, production increase or process
modification that would result in any significant modification in the discharge of water contaminants.

D. Any discharger of effluent or leachate shall allow any authorized representative of the secretary to:

(1) inspect and copy records required by a discharge permit;

(2) inspect any treatment works, monitoring and analytical equipment;

(3) sample any effluent before or after discharge;

(4) use monitoring systems and wells installed pursuant to a discharge permit requirement in order to

collect samples from ground water or the vadose zone.

E. Each discharge permit for an underground injection control well shall incorporate the applicable
requirements of Sections 20.6.2.5000 through 20.6.2.5299 NMAC.

[2-18-77, 9-20-82, 11-17-83, 12-1-95; 20.6.2.3107 NMAC — Rn, 20 NMAC 6.2.111.3107, 1-15-01; A, 12-1-01]

20.6.2.3108  PUBLIC NOTICE AND PARTICIPATION:
A. Within 30 days of submission of an application for discharge permit, modification or renewal:
(1) The applicant shall provide notice, in accordance with the requirements of Section E of this Section, to
the general public in the locale of the proposed discharge in a form provided by the department by each of the three
methods listed below:
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() prominently posting a synopsis of the public notice, in English and in Spanish, at a conspicuous
public location, approved by the department, at or near the existing or proposed facility for 30 days; and

(b) providing written notice of the discharge by certified mail, return receipt requested, to owners of
record of al adjacent properties; and

(c) providing notice by certified mail, return receipt requested, to the owner of the discharge site if the
applicant is not the owner;

(2) In lieu of the public notice requirements of Subparagraph (b) of Paragraph (1) of Subsection A above, the
applicant may publish a synopsis of the notice in a display ad at least two inches by three inches in a newspaper of
general circulation in the location of the proposed discharge.

(3) In lieu of the public notice requirements of Subparagraph (a) and (b) of Paragraph (1) of Subsection A
above, the applicant may provide notice of the discharge by certified mail, return receipt requested, to property owners of
record within 1/2 mile of the discharge site on a form provided by the department.

(4) If there are no adjacent properties other than properties owned by the discharger, the applicant shall, in
lieu of the requirements in Subparagraph (b) of Paragraph (1) of Subsection A above, publish a synopsis of the noticein a
display ad at least two inches by three inches in a newspaper of general circulation in the location of the facility.

B. Within fifteen days of completion of the public notice requirements in Subsection A of this Section, the
applicant shall submit to the department proof of notice, including certified mail receipts and an affidavit of posting, as
appropriate. If the department determines that the notice provided pursuant to Subsection A of this Section is inadequate,
the department may require additional notice in accordance with Subsection A of this Section.

C. Within 30 days of receipt of an application for a discharge permit, modification or renewal, the
department shall review the application for administrative completeness. To be deemed administratively complete, an
application must provide all of the information required by Paragraphs (1) through (5) of Subsection E of this Section.
The department shall notify the applicant in writing when the application is deemed administratively complete. If the
department determines that the application is not administratively complete, the department shall notify the applicant of
the deficiencies in writing within 30 days of receipt of the application and state what additional information is necessary.

D. Within 30 days of determining an application for a discharge permit, modification or renewal is
administratively complete, the department shall post a notice on its web site and shall mail notice to any affected local,
state, federal, tribal or pueblo governmental agency, political subdivisions, ditch associations and Land Grants, as
identified by the department. The department shall also mail or e-mail notice to those persons on alist maintained by the
department who have requested notice of discharge permit applications. The notice shall include the information listed in
Subsection E of this Section.

E. The notice provided under Subsection A and D of this Section shall include:

(1) The name and address of the proposed discharger;

(2) Thelocation of the discharge, including a street address, if available, and sufficient information to locate
the facility with respect to surrounding landmarks;

(3) A brief description of the activities that produce the discharge described in the application;

(4) A brief description of the expected quality and volume of the discharge;

(5) The depth to and total dissolved solids concentration of the ground water beneath the discharge site;

(6) The address and phone number within the department by which interested persons may obtain
information, submit comments, and request to be placed on a facility-specific mailing list for future notices; and

(7) A statement that the department will accept comments and statements of interest regarding the
application and will create a facility-specific mailing list for persons who wish to receive future notices.

F. All persons who submit comments or statements of interest to the department and who provide a mail or
e-mail address shall be placed on afacility-specific mailing list and the department shall send those persons the public
notice issued pursuant to Subsection G of this Section, and notice of any public meeting or hearing scheduled on the
application.

G. Within 60 days after the department makes its administrative compl eteness determination and all
required technical information is available, the department shall make available a proposed approval or disapproval of the
application for a discharge permit, modification or renewal, including conditions for approval proposed by the
department or the reasons for disapproval. The department shall mail or deliver a copy of the proposed approval or
disapproval to the applicant, and shall provide notice of the proposed approval or disapproval of the application for a
discharge permit, modification or renewal by:
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(1) Posting on the department’ s website;

(2) Publishing natice in a newspaper of general circulation in this state and a newspaper of general
circulation in the location of the facility;

(3) Mailing or e-mailing to those persons on a facility-specific mailing list;

(4) Mailing to any affected local, state, or federal governmental agency, as identified by the department; and

(5) Mailing to the Governor, Chairperson, or President of each Indian Tribe, Pueblo or Nation within the
state of New Mexico, as identified by the department.

H. The public notice issued under Subsection G shall include the information in Subsection E of this Section
and the following information:

(1) A brief description of the procedures to be followed by the secretary in making afinal determination;

(2) A statement of the comment period and description of the procedures for a person to request a hearing on
the application; and

(3) The address and telephone number at which interested persons may obtain a copy of the proposed
approval or disapproval of an application for a discharge permit, modification or renewal.

I In the event that the proposed approval or disapproval of an application for a discharge permit,
modification or renewal is available for review within 30 days of deeming the application administratively complete, the
department may combine the public notice procedures of Subsections D and G of this Section.

J. Following the public notice of the application and proposed approval or disapproval of an application for
adischarge permit, modification or renewal, and prior to a final decision by the secretary, there shall be a period of at
least 30 days during which written comments may be submitted to the department and/or a public hearing may be
requested in writing. All comments will be considered by the department. Requests for a hearing shall be in writing and
shall set forth the reasons why a hearing should be held. A public hearing shall be held if the secretary determines there
issignificant public interest. The department shall notify the applicant and any person regquesting a hearing of the
decision whether to hold a hearing and the reasons therefore in writing.

K. If ahearing is held, pursuant to Subsection J of this Section, notice of the hearing shall be given by the
department at least 30 days prior to the hearing in accordance with Subsection G of this section. The notice shall include
the information identified in Subsection H of this section in addition to the time and place of the hearing and a brief
description of the hearing procedures. The hearing shall be held pursuant to Section 20.6.2.3110 NMAC.

[2-18-77, 12-24-87, 12-1-95, 11-15-96; 20.6.2.3108 NMAC — Rn, 20 NMAC 6.2.111.3108, 1-15-01; A, 12-1-01; A, 7-15-
02]

20.6.2.3109 SECRETARY APPROVAL, DISAPPROVAL, MODIFICATION OR TERMINATION OF
DISCHARGE PERMITS, AND REQUIREMENT FOR ABATEMENT PLANS:

A. The department shall evaluate the application for a discharge permit, modification or renewal based on
information contained in the department's administrative record. The department may request from the discharger, either
before or after the issuance of any public notice, additional information necessary for the evaluation of the application.
The administrative record shall consist of the application, any additional information required by the department, any
information submitted by the discharger or the general public, other information considered by the department, the
proposed approval or disapproval of an application for a discharge permit, modification or renewal prepared pursuant to
Subsection G of Section 20.6.2.3108 NMAC, and, if apublic hearing is held, all of the documents filed with the hearing
clerk, all exhibits offered into evidence at the hearing, the written transcript or tape recording of the hearing, any hearing
officer report, and any post hearing submissions.

B. The secretary shall, within 30 days after the administrative record is complete and al required
information is available, approve, approve with conditions or disapprove the proposed discharge permit, modification or
renewal based on the administrative record. The secretary shall give written notice of the action taken to the applicant or
permittee and any other person who participated in the permitting action who requests a copy in writing.

C. Provided that the other requirements of this Part are met and the proposed discharge plan, modification
or renewa demonstrates that neither a hazard to public health nor undue risk to property will result, the secretary shall
approve the proposed discharge plan, modification or renewal if the following requirements are met:

(1) ground water that has a TDS concentration of 10,000 mg/l or less will not be affected by the discharge,
or
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(2) the person proposing to discharge demonstrates that approval of the proposed discharge plan,
modification or renewal will not result in either concentrations in excess of the standards of Section 20.6.2.3103 NMAC
or the presence of any toxic pollutant at any place of withdrawal of water for present or reasonably foreseeable future
use, except for contaminants in the water diverted as provided in Subsection D of Section 3109 NMAC, or

(3) the proposed discharge plan conforms to either Subsection a or b below and Subsection ¢ below.

(@ Municipal, Other Domestic Discharges, and Discharges from Sewerage Systems Handling Only
Anima Wastes. The effluent is entirely domestic, is entirely from a sewerage system handling only animal wastes or is
from a municipality and conforms to the following:

(i) thedischargeisfrom an impoundment or aleach field existing on February 18, 1977 which
receives less than 10,000 gallons per day and the secretary has not found that the discharge may cause a hazard to public
health; or

(ii) the discharger has demonstrated that the total nitrogen in effluent that enters the subsurface
from aleach field or surface impoundment will not exceed 200 pounds per acre per year and that the effluent will meet
the standards of Section 20.6.2.3103 NMAC except for nitrates and except for contaminants in the water diverted as
provided in Subsection D of Section 20.6.2.3109 NMAC.; or

(iii) thetotal nitrogen in effluent that is applied to a crop which is harvested shall not exceed by
more than 25 percent the maximum amount of nitrogen reasonably expected to be taken up by the crop and the effluent
shall meet the standards of Section 20.6.2.3103 NMAC except for nitrates and except for contaminants in the water
diverted as provided in Subsection D of Section 20.6.2.3109 NMAC.

(b) Discharges from industrial, mining or manufacturing operations.

(i) the discharger has demonstrated that the amount of effluent that enters the subsurface from a
surface impoundment will not exceed 0.5 acre-feet per acre per year; or

(ii) the discharger has demonstrated that the total nitrogen in effluent that enters the subsurface
from aleach field or surface impoundment shall not exceed 200 pounds per acre per year and the effluent shall meet the
standards of Section 20.6.2.3103 NMAC except for nitrate and contaminants in the water diverted as provided in
Subsection D of Section 20.6.2.3109 NMAC; or

(iii) thetotal nitrogen in effluent that is applied to a crop that is harvested shall not exceed by
more than 25 percent the maximum amount of nitrogen reasonably expected to be taken up by the crop and the effluent
shall meet the standards of Section 20.6.2.3103 NMAC except for nitrate and contaminants in the water diverted as
provided in Subsection D of Section 20.6.2.3109 NMAC.

(c) All Discharges.

(i) the monitoring system proposed in the discharge plan includes adequate provision for
sampling of effluent and adequate flow monitoring so that the amount being discharged onto or below the surface of the
ground can be determined.

(ii) the monitoring datais reported to the secretary at a frequency determined by the secretary.

D. The secretary shall alow the following unless he determines that a hazard to public health may resullt:

(1) the weight of water contaminants in water diverted from any source may be discharged provided that the
discharge is to the aquifer from which the water was diverted or to an aquifer containing a greater concentration of the
contaminants than contained in the water diverted; and provided further that contaminants added as a result of the means
of diversion shall not be considered to be part of the weight of water contaminants in the water diverted;

(2) the water contaminants leached from undisturbed natural materials may be discharged provided that:

(a) the contaminants were not leached as a product or incidentally pursuant to a solution mining
operation; and

(b) the contaminants were not leached as a result of direct discharge into the vadose zone from
municipal or industrial facilities used for the storage, disposal, or treatment of effluent;

(3) the water contaminants leached from undisturbed natural materials as a result of discharge into ground
water from lakes used as a source of cooling water.

E. If data submitted pursuant to any monitoring requirements specified in the discharge permit or other
information available to the secretary indicates that this Part is being or may be violated or that the standards of Section
20.6.2.3103 NMAC are being or will be exceeded, or a toxic pollutant as defined in Section 20.6.2.7 NMAC is present,
in ground water at any place of withdrawal for present or reasonably foreseeable future use, or that the Water Quality
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Standards for Interstate and Intrastate Streams in New Mexico are being or may be violated in surface water, due to the
discharge, except as provided in Subsection D of Section 20.6.2.3109 NMAC:

(1) the secretary may require a discharge permit modification within the shortest reasonable time so as to
achieve compliance with this Part and to provide that any exceeding of standards in ground water at any place of
withdrawal for present or reasonably foreseeable future use, or in surface water, due to the discharge except as provided
in Subsection D of Section 20.6.2.3109 NMAC. will be abated or prevented. If the secretary requires a discharge permit
modification to abate water pollution:

(a) the abatement shall be consistent with the requirements and provisions of Sections 20.6.2.4101,
20.6.2.4103, Subsection C and E of Section 20.6.2.4106, Section 20.6.2.4107 and Section 20.6.2.4112 NMAC; and

(b) the discharger may request of the secretary approval to carry out the abatement under Sections
20.6.2.4000 through 20.6.2.4115 NMAC, in lieu of modifying the discharge permit. The discharger shall make the
request in writing and shall include the reasons for the request.

(2) the secretary may terminate a discharge permit when a discharger fails to modify the permit in
accordance with Paragraph 1 of Subsection E of this section.

(3) the secretary may require modification, or may terminate a discharge permit for a Class | non-hazardous
waste injection well, a Class |11 well or other type of well specified in Subsection A of Section 20.6.2.5101 NMAC,
pursuant to the requirements of Subsection | of Section 20.6.2.5101 NMAC.

F. If adischarge permit expires or is terminated for any reason and the standards of Section 20.6.2.3103
NMAC are being or will be exceeded, or atoxic pollutant as defined in Section 20.6.2.7 NMAC is present in ground
water, or that the Water Quality Standards for Interstate and Intrastate Streams in New Mexico are being or may be
violated, the secretary may require the discharger to submit an abatement plan pursuant to Sections 20.6.2.4104 and
Subsection A of Section 20.6.2.4106 NMAC.

G. At the request of the discharger, a discharge permit may be modified in accordance with Sections
20.6.2.3000 through 20.6.2.3114 NMAC.

H. The secretary shall not approve a proposed discharge plan, modification, or renewal for:

(1) any discharge for which the discharger has not provided a site and method for flow measurement and
sampling,

(2) any discharge that will cause any stream standard to be violated;

(3) the discharge of any water contaminant which may result in a hazard to public health; or

(4) aperiod longer than five years, except that for new discharges, the term of the discharge permit approval
shall commence on the date the discharge begins, but in no event shall the term of the approval exceed seven years from
the date the permit was issued. For those permits expiring more than five years from the date of issuance, the discharger
shall give prior written notification to the department of the date the discharge is to commence. The term of the permit
shall not exceed five years from that date.

[2-18-77, 6-26-80, 9-20-82, 7-2-81, 3-3-86, 12-1-95, 11-15-96; 20.6.2.3109 NMAC — Rn, 20 NMAC 6.2.111.3109, 1-15-
01; A, 12-1-01; A, 7-15-02]
[Subsection 3109.A was added and subsequent subsections renumbered 11-15-96]

20.6.2.3110 PUBLIC HEARING PARTICIPATION:

A. The secretary may appoint an impartial hearing officer to preside over the hearing. The hearing

officer may be a department employee other than an employee of the bureau evaluating the application.

B. The hearing shall be at a place in the area affected by the facility for which the discharge permit

proposal, modification or renewal is sought.

C. Any person who wishes to present technical evidence at the hearing shall, no later than ten (10)

days prior to the hearing, file with the department, and if filed by a person who is not the applicant, serve on the
applicant, a statement of intent to present evidence. A person who does not file a statement of intent to present
evidence may present a general non-technical statement in support of or in opposition to the proposed discharge
plan, modification or renewal. The statement of intent to present technical evidence shall include:

(2) the name of the person filing the statement;

(2) indication of whether the person filing the statement supports or opposes the proposed discharge

plan proposal, modification or renewal;

(3) the name of each witness;
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(4) an estimate of the length of the direct testimony of each witness;

(5) alist of exhibits, if any, to be offered into evidence at the hearing; and

(6) asummary or outline of the anticipated direct testimony of each witness.

D. At the hearing, the New Mexico Rules of Civil Procedure, SCRA 1986, 1-001 to 1-102 and the

New Mexico Rules of Evidence, SCRA 1986, 11-101 to 11-1102 shall not apply. At the discretion of the hearing
20.6.2 NMAC 20

officer, the rules may be used as guidance. Any reference to the rules of Civil Procedure and the rules of Evidence
shall not be construed to extend or otherwise modify the authority and jurisdiction of the department under the Act.
E. The hearing officer shall conduct a fair and impartial proceeding, assure that the facts are fully

elicited, and avoid delay. The hearing officer shall have authority to take all measures necessary for the
maintenance of order and for the efficient, fair and impartial adjudication of issues arising in the proceedings.

F. At the hearing, al persons shall be given a reasonable chance to submit data, views or arguments

orally or in writing and to examine witnesses testifying at the hearing.

G. Unless otherwise allowed by the hearing officer, testimony shall be presented in the following

order:

(2) testimony by and examination of the applicant or permittee proving the facts relied upon to justify

the proposed discharge plan, renewal or modification and meeting the requirements of the regulations;

(2) testimony by and examination of technical witnesses supporting or opposing approval, approval

subject to conditions, or disapproval of the proposed discharge plan, renewal or modification, in any reasonable
order;

(3) testimony by the genera public; and

(4) rebuttal testimony, if appropriate.

H. The secretary may provide trandation service at a public hearing conducted in a locale where the

Department can reasonably expect to receive testimony from non-English speaking people.

I. If determined useful by the hearing officer, within thirty (30) days after conclusion of the hearing,

or within such time as may be fixed by the hearing officer, the hearing officer may allow proposed findings of fact
and conclusions of law and closing argument. All such submissions, if allowed, shall be in writing, shall be served
upon the applicant or permittee, the department and all persons who request copies in advance in writing, and shall
contain adequate references to the record and authorities relied on. No new evidence shall be presented unless
specifically allowed by the hearing officer.

J. The department shall make an audio recording of the hearing. If the applicant or permittee, or a

participant requests a written transcript or certified copy of the audio recording, the requestor shall pay the cost of
the transcription or audio copying.

K. The hearing officer shall issue a report within thirty (30) days after the close of the hearing record.

The report may include findings of fact, conclusions regarding all material issues of law or discretion, as well as
reasons therefore. The report shall be served on the applicant or permittee, the department, and all persons who
request copies in advance in writing. The report will be available for public inspection at the department's office in
Santa Fe and at the field office closest to the point of the proposed discharge.

L. The secretary shall issue a decision in the matter no later than thirty (30) days of receipt of the

hearing report. The decision shall be served and made available for inspection pursuant to Subsection K of this
section.

M. Any person who testifies at the hearing or submits a written statement for the record will be

considered a participant for purposes of Subsection 20.6.2.3113 NMAC and NMSA 1978, Section 74-6-5.N.
[2-18-77, 12-1-95, 11-15-96; 20.6.2.3110 NMAC — Rn, 20 NMAC 6.2.111.3110, 1-15-01; A, 12-1-01]

20.6.2.3111 TRANSFER OF DISCHARGE PERMIT: No purported transfer of any discharge permit shall

be effective to create, alter or extinguish any right or responsibility of any person subject to this Part, unless the
following transfer requirements are met:

A. Prior to any transfer of ownership, control, or possession (whether by lease, conveyance or

otherwise) of afacility with a discharge permit, the transferror shall notify the transferee in writing of the existence
of the discharge permit, and shall deliver or send by certified mail to the department a copy of such written
notification, together with a certification or other proof that such natification has in fact been received by the
transferee.
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B. Upon receipt of such natification, the transferee shall have the duty to inquire into all of the

provisions and requirements contained in such discharge permit, and the transferee shall be charged with notice of
all such provisions and requirements as they appear of record in the department's file or files concerning such
discharge permit.

C. Until both ownership and possession of the facility have been transferred to the transferee, the

transferor shall continue to be responsible for any discharge from the facility.

D. Upon assuming either ownership or possession of the facility, the transferee shall have the same

rights and responsibilities under the discharge permit as were applicable to the transferor.
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E. Nothing in this section or in this part shall be construed to relieve any person of responsibility or

liability for any act or omission which occurred while that person owned, controlled or was in possession of the
facility.

[2-18-77, 12-24-87, 12-1-95, 11-15-96; 20.6.2.3111 NMAC — Rn, 20 NMAC 6.2.111.3111, 1-15-01; A, 12-1-01]
20.6.2.3112 APPEAL S OF SECRETARY'S DECISIONS:

A. If the secretary approves, approves subject to conditions, or disapproves a proposed discharge

plan, renewal or modification, or modifies or terminates a discharge permit, appeal therefrom shall be in accordance
with the provisions of Sections 74-6-5(N), (O) and (P), NMSA 1978. The filing of an appeal does not act as a stay
of any provision of the Act, the regulations, or any permit issued pursuant to the Act, unless otherwise ordered by
the secretary or the commission.

B. If the secretary determines that a discharger is not exempt from obtaining a discharge permit, or

that the material to be discharged contains any toxic pollutant as defined in Section 20.6.2.1101 NMAC, which is
not included in the numerical standards of Section 20.6.2.3103 NMAC, then the discharger may appeal such
determination by filing with the commission's secretary a notice of appeal to the commission within thirty days after
receiving the secretary's written determination, and the appeal therefrom and any action of the commission thereon
shall be in accordance with the provisions of Sections 74-6-5(N),(O) and (P), NMSA 1978.

C. Proceedings before the commission shall be conducted in accordance with the commission’s

adjudicatory procedures, 20 NMAC 1.3.

[2-18-77, 7-2-81, 12-1-95, 11-15-96; 20.6.2.3112 NMAC — Rn, 20 NMAC 6.2.111.3112, 1-15-01; A, 12-1-01]
20.6.2.3113 APPEAL S OF COMMISSION DECISIONS: An applicant, permittee or a person who

participated in a permitting action and who is adversely affected by such action may appeal the decision of the
commission

in accordance with the provisions of Section 74-6-7(A), NMSA 1978.

[2-18-77, 12-1-95, 11-15-96; 20.6.2.3113 NMAC — Rn, 20 NMAC 6.2.111.3113, 1-15-01; A, 12-1-01]
20.6.2.3114 FEES:

A. FEE AMOUNT AND SCHEDULE OF PAYMENT - Every facility submitting a discharge permit

application for approval or renewal shall pay the permit fees specified in Table 1 of this section and shall pay afiling
fee as specified in Table 2 of this section to the Water Quality Management Fund. Every facility submitting a
request for temporary permission to discharge pursuant to Subsection B of Section 20.6.2.3106 NMAC, or financial
assurance pursuant to Paragraph 11 of Subsection A of Section 20.6.2.3107 NMAC shall pay the fees specified in
Table 2 of this section to the Water Quality Management Fund.

B. Facilities applying for discharge permits which are subsequently withdrawn or denied shall pay

one-haf of the permit fee at the time of denia or withdrawal.

C. Every facility submitting an application for discharge permit modification will be assessed a filing

fee plus one-half of the permit fee. Applications for both renewal and modification will pay the filing fee plus the
permit fee.

D. If the secretary requires a discharge permit modification as a component of an enforcement action,

the facility shall pay the applicable discharge permit modification fee. If the secretary requires a discharge permit
modification outside the context of an enforcement action, the facility shall not be assessed a fee.

E. The secretary may waive or reduce fees for discharge permit modifications or renewals which

require little or no cost for investigation or issuance.

F. Facilities shall pay the filing fee at the time of discharge permit application. The filing feeis

nonrefundable. The required permit fees may be paid in a single payment at the time of discharge permit approval
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or in equa installments over the term of the discharge permit. Installment payments shall be remitted yearly, with
the first installment due on the date of discharge permit approval. Subsequent installment payments shall be remitted
yearly thereafter. The discharge permit or discharge permit application review of any facility shall be suspended or
terminated if the facility fails to submit an installment payment by its due date.

G. Every three years beginning in 2004, the department shall review the fees specified in Table 1 and

2 of this section and shall provide a report to the commission. The department shall revise the fees as necessary in
accordance with Section 74-6-5(J), NMSA 1978.
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20.6.2.3114 Table 2

20.6.2.5000 UNDERGROUND INJECTION CONTROL:

[12-1-95; 20.6.2.5000 NMAC — Rn, 20 NMAC 6.2.V, 1-15-01]

20.6.2.5001 PURPOSE: The purpose of Sections 20.6.2.5000 through 20.6.2.5299 NMAC controlling

discharges from underground injection control wells is to protect all ground water of the State of New Mexico which
has an existing concentration of 10,000 mg/l or less TDS, for present and potential future use as domestic and
agricultural water supply, and to protect those segments of surface waters which are gaining because of ground
water inflow for uses designated in the New Mexico Water Quality Standards. Sections 20.6.2.5000 through
20.6.2.5299 NMAC include notification requirements, and requirements for discharges directly into the subsurface
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through underground injection control wells.

[20.6.2.5001 NMAC - N, 12-1-01]

20.6.2.5002 UNDERGROUND INJECTION CONTROL WELL CLASSIFICATIONS:

A. Underground injection control wells include the following.

(1) Any dug hole or well that is deeper than its largest surface dimension, where the principal

function of the hole is emplacement of fluids.

(2) Any septic tank or cesspool used by generators of hazardous waste, or by owners or operators of
hazardous waste management facilities, to dispose of fluids containing hazardous waste.

(3) Any subsurface distribution system, cesspool or other well which is used for the injection of

wastes.

B. Underground injection control wells are classified as follows:

(1) Class | wellsinject fluids beneath the lowermost formation that contains 10,000 milligrams per

liter or less TDS. Class | hazardous or radioactive waste injection wells inject fluids containing any hazardous or
radioactive waste as defined in 74-4-3 and 74-4A-4 NMSA 1978, including any combination of these wastes. Class
| non-hazardous waste injection wells inject non-hazardous and non-radioactive fluids, and they inject naturallyoccurring
radioactive material (NORM) as provided by Section 20.3.1.1407 NMAC.

(2) Class Il wells inject fluids associated with oil and gas recovery.

(3) Class 111 wellsinject fluids for extraction of minerals or other natural resources, including sulfur,

uranium, metals, salts or potash by in situ extraction. This classification includes only in situ production from ore
bodies that have not been conventionally mined. Solution mining of conventional mines such as stopes leaching is
included in Class V.

(4) Class IV wellsinject fluids containing any radioactive or hazardous waste as defined in 74-4-3

and 74-4A-4 NMSA 1978, including any combination of these wastes, above or into a formation that contains
10,000 mg/l or less TDS.

(5) Class V wéllsinject avariety of fluids and are those wells not included in Class |, 11, 111 or 1V.

Types of Class V wellsinclude, but are not limited to, the following:

(a) Domestic liquid waste injection wells

(i) domestic liquid waste disposal wells used to inject greater than 2,000 gallons per day

of treated domestic liquid waste through subsurface fluid distribution systems or vertical wells;

(i) septic system wells used to emplace greater than 2,000 gallons per day of domestic

liquid waste into the subsurface, which are comprised of a septic tank and subsurface fluid distribution system;
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(iii) large capacity cesspools used to inject greater than 2,000 gallons per day of domestic

liquid waste, including drywells that sometimes have an open bottom and/or perforated sides.

(b) Industrial waste injection wells

(i) air conditioning return flow wells used to return to the supply aquifer the water used

for heating or cooling;

(ii) dry wells used for the injection of wastes into a subsurface formation;

(iii) geothermal energy injection wells associated with the recovery of geothermal energy

for heating, aquaculture and production of electrical power;

(iv) gormwater drainage wells used to inject storm runoff from the surface into the

subsurface;

(v) motor vehicle waste disposal wells that receive or have received fluids from vehicular

repair or maintenance activities;

(vi) car wash waste disposal wells used to inject fluids from motor vehicle washing

activities.

(c) Mining injection wells

(i) stopes leaching wells used for solution mining of conventional mines;

(ii) brine injection wells used to inject spent brine into the same formation from which it

was withdrawn after extraction of halogens or their salts;

(iii) backfill wells used to inject a mixture of water and sand, mill tailings or other solids

into mined out portions of subsurface mines whether water injected is a radioactive waste or not;
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(iv) injection wells used for in situ recovery of lignite, coal, tar sands, and oil shale.

(d) Ground water management injection wells

(i) ground water remediation injection wells used to inject contaminated ground water

that has been treated to ground water quality standards;

(ii) in situ ground water remediation wells used to inject afluid that facilitates vadose

zone or ground water remediation.

(iii) recharge wells used to replenish the water in an aquifer, including use to reclaim or

improve the quality of existing ground water;

(iv) barrier wells used to inject fluids into ground water to prevent the intrusion of saline

or contaminated water into ground water of better quality;

(v) subsidence control wells (not used for purposes of oil or natural gas production) used

to inject fluids into a non-oil or gas producing zone to reduce or eliminate subsidence associated with the overdraft

of fresh water;

(vi) wells used in experimental technologies.

(e) Agricultural injection wells - drainage wells used to inject fluids into ground water to

prevent the intrusion of saline or contaminated water into ground water of better quality.

[20.6.2.5002 NMAC - N, 12-1-01]

20.6.2.5003 NOTIFICATION AND GENERAL OPERATION REQUIREMENTS FOR ALL
UNDERGROUND INJECTION CONTROL WELLS: All operators of underground injection control
wells, except those wells regulated under the Oil and Gas Act, the Geothermal Resources Conservation Act,
and the Surface Mining Act, shall:

A. For existing underground injection control wells, submit to the secretary the information enumerated in
Subsection C of Section 20.6.2.1201 NMAC of this Part; provided, however, that if the information in Subsection C of
Section 20.6.2.1201 NMAC has been previously submitted to the secretary and acknowledged by him, the information
need not be resubmitted; and

B. Operate and continue to operate in conformance with Sections 20.6.2.1 through 20.6.2.5299 NMAC.

C. For new underground injection control wells, submit to the secretary the information enumerated in
Subsection C of Section 20.6.2.1201 NMAC of this Part at least 120 days prior to well construction.

[9-20-82, 12-1-95; 20.6.2.5300 NMAC — Rn, 20 NMAC 6.2.V.5300, 1-15-01; 20.6.2.5003 NMAC - Rn, 20.6.2.5300
NMAC, 12-1-01; A, 12-1-01; A, 7-15-02]

20.6.2.5004 PROHIBITED UNDERGROUND INJECTION CONTROL ACTIVITIESAND WELLS:

A. No person shall perform the following underground injection activities nor operate the following

underground injection control wells:;

20.6.2 NMAC 33

(1) Theinjection of fluids into a motor vehicle waste disposal well is prohibited. Motor vehicle waste

disposal wells are prohibited. Any person operating a new motor vehicle waste disposal well (for which
construction began after April 5, 2000) must close the well immediately. Any person operating an existing motor
vehicle waste disposal well must cease injection immediately and must close the well by December 31, 2002, except
as provided in this Subsection.

(2) Theinjection of fluids into a large capacity cesspool is prohibited. Large capacity cesspools are

prohibited. Any person operating a new large capacity cesspool (for which construction began after April 5, 2000)
must close the cesspool immediately. Any person operating an existing large capacity cesspool must cease injection
immediately and must close the cesspool by December 31, 2002.

(3) Theinjection of any hazardous or radioactive waste into a well is prohibited, except as provided

in this Subsection.

(a) Class | hazardous or radioactive waste injection wells are prohibited, except naturallyoccurring

radioactive material (NORM) regulated under Section 20.3.1.1407 NMAC is alowed as a Class | nonhazardous
waste injection well pursuant to Subsection B (1) of Section 20.6.2.5002 NMAC;

(b) Class 1V wells are prohibited, except for wells re-injecting treated ground water into the

same formation from which it was drawn as part of aremoval or remedial action if the injection has prior approval
from the Environmental Protection Agency (EPA) or the department under the Comprehensive Environmental
Response, Compensation, and Liability Act (CERCLA) or the Resource Conservation and Recovery Act (RCRA).
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(4) Barrier wells, drainage wells, recharge wells, return flow wells, and motor vehicle waste disposal

wells are prohibited, except when the discharger can demonstrate that the discharge will not adversely affect the
health of persons, and

(a) the injection fluid does not contain a contaminant which may cause an exceedance at any

place of present or reasonable foreseeable future use of any primary state drinking water maximum contaminant
level as specified in the water supply regulations, “Drinking Water” (20 NMAC 7.1) [20.7.10 NMAC], adopted by
the Environmental Improvement Board under the Environmental Improvement Act or the standard of Section
20.6.2.3103 NMAC, whichever is more stringent;

(b) the discharger can demonstrate that the injection will result in an overall or net

improvement in water quality as determined by the secretary.

B. Closure of prohibited underground injection control wells shall be in accordance with Section

20.6.2.5005 NMAC and Section 20.6.2.5209 NMAC.

[20.6.2.5004 NMAC - N, 12-1-01]

20.6.2.5005 PRE-CLOSURE NOTIFICATION AND CLOSURE REQUIREMENTS:

A. Any person proposing to close aClass |, Il1, IV or V underground injection control well must

submit pre-closure notification to the department at least 30 days prior to closure. Pre-closure notification must
include the following information:

(1) Name of facility

(2) Address of facility

(3) Name of Owner/Operator

(4) Address of Owner/Operator

(5) Contact Person

(6) Phone Number

(7) Type of Well(s)

(8) Number of Well(s)

(9) Well Construction (e.g. drywell, improved sinkhole, septic tank, leachfield, cesspool, other...)

(10) Type of Discharge

(11) Average Flow (gallons per day)

(12) Year of Well Construction

(13) Proposed Well Closure Activities (e.g. sample fluids/sediment, appropriate disposal of

remaining fluids/sediments, remove well and any contaminated soil, clean out well, install permanent plug,
conversion to other type well, ground water and vadose zone investigation, other)

(14) Proposed Date of Well Closure

(15) Name of Preparer

(16) Date

B. Proposed well closure activities must be approved by the department prior to implementation.

[20.6.2.5005 NMAC - N, 12-1-01]
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20.6.2.5006 DISCHARGE PERMIT REQUIREMENTS FOR CLASSV INJECTION WELLS

Class V injection wells must meet the requirements of Sections 20.6.2.3000 through 20.6.2.3999 NMAC and
Sections 20.6.2.5000 through 20.6.2.5006 NMAC.

[20.6.2.5006 NMAC - N, 12-1-01]

20.6.2.5101 DISCHARGE PERMIT AND OTHER REQUIREMENTS FOR CLASS| NONHAZARDOUS
WASTE INJECTION WELLSAND CLASSIII WELLS:

A. Class | non-hazardous waste injection wells and Class 111 wells must meet the requirements of Sections
20.6.2.5000 through 20.6.2.5299 NMAC in addition to other applicable requirements of the commission regulations. The
secretary may aso require that some Class |V and Class V wells comply with the requirements for Class | non-hazardous
waste injection wells in Sections 20.6.2.5000 through 20.6.2.5299 NMAC if the secretary determines that the additional
requirements are necessary to prevent the movement of water contaminants from a specified injection zone into ground
water having 10,000 mg/l or less TDS. No Class | non-hazardous waste injection well or Class 11 well may be approved
which allows for movement of fluids into ground water having 10,000 mg/l or less TDS except for fluid movement
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approved pursuant to Section 20.6.2.5103 NMAC, or pursuant to a temporary designation as provided in Paragraph (2) of
Subsection C of Section 20.6.2.5101 NMAC.

B. Operation of a Class | non-hazardous waste injection well or Class |11 well must be pursuant to a
discharge permit meeting the requirements of Sections 20.6.2.3000 through 20.6.2.3999 NMAC and Sections
20.6.2.5000 through 20.6.2.5299 NMAC.

C. Discharge permits for Class | non-hazardous waste injection wells, or Class |11 wells affecting ground
water of 10,000 mg/l or less TDS submitted for secretary approval shall:

(1) Receive an aquifer designation if required in Section 20.6.2.5103 NMAC prior to discharge permit
issuance; or

(2) For Class Il wells only, address the methods or techniques to be used to restore ground water so that
upon final termination of operations including restoration efforts, ground water at any place of withdrawal for present or
reasonably foreseeable future use will not contain either concentrations in excess of the standards of Section 20.6.2.3103
NMAC or any toxic pollutant. Issuance of a discharge permit or project discharge permit for Class |11 wells that provides
for restoration of ground water in accordance with the requirements of this Subsection shall substitute for the aquifer
designation provisions of Section 20.6.2.5103 NMAC. The approval shall constitute a temporary aquifer designation for
aminera bearing or producing aquifer, or portion thereof, to allow injection as provided for in the discharge permit.
Such temporary designation shall expire upon final termination of operations including restoration efforts.

D. The exemptions from the discharge permit requirement listed in Section 20.6.2.3105 NMAC do not
apply to underground injection control wells except as provided below:

(D) Waéllsregulated by the Oil Conservation Division under the exclusive authority granted under Section
70-2-12 NMSA 1978 or under other Sections of the "Oil and Gas Act";

(2) Wellsregulated by the Oil Conservation Division under the "Geothermal Resources Act";

(3) Weéllsregulated by the New Mexico Coa Surface Mining Bureau under the " Surface Mining Act";

(4) Weéllsfor the disposal of effluent from systems which receive less than 2,000 gallons per day of
domestic sewage effluent and are regulated under the Liquid Waste Disposal regulations (20 NMAC 7.3) [20.7.3 NMAC]
adopted by the Environmental Improvement Board under the "Environmental Improvement Act".

E. Project permits for Class 111 wells.

(1) The secretary may consider a project discharge permit for Class |11 wells, if the wells are:

() Within the same well field, facility site or similar unit,
(b) Within the same aquifer and ore deposit,

(c) Of similar construction,

(d) Of the same purpose, and

(e) Operated by asingle owner or operator.

(2) A project discharge permit does not alow the discharger to commence injection in any individual
operational area until the secretary approves an application for injection in that operational area (operational area
approval).

(3) A project discharge permit shall:

(a) Specify the approximate locations and number of wells for which operational area approvals are or
will be sought with approximate time frames for operation and restoration (if restoration is required) of each area; and

(b) Provide the information required under the following Sections of this Part, except for such
additional site-specific information as needed to evaluate applications for individual operational area approvals:
Subsection C of Section 20.6.2.3106, Sections 20.6.2.3107, 20.6.2.5204 through 20.6.2.5209, and Subsection B of
Section 20.6.2.5210 NMAC.

(4) Applications for individual operational area approval shall include the following:

(a) Site-specific information demonstrating that the requirements of this Part are met, and

(b) Information required under Sections 20.6.2.5202 through 20.6.2.5210 NMAC and not previously
provided pursuant to Subparagraph (b) of Paragraph (3) of Subsection E of this Section.

(5) Applications for project discharge permits and for operational area approval shall be processed in
accordance with the same procedures provided for discharge permits under Sections 20.6.2.3000 through 20.6.2.3114
NMAC, allowing for public notice on the project discharge permit and on each application for operational area approval
pursuant to Section 20.6.2.3108 NMAC with opportunity for public hearing prior to approval or disapproval.
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(6) The discharger shall comply with additional requirements that may be imposed by the secretary pursuant
to this Part on wells in each new operational area.

F. If the holder of a discharge permit for a Class | non-hazardous waste injection well, or Class 11 well
submits an application for discharge permit renewal at least 120 days before discharge permit expiration, and the
discharger isin compliance with his discharge permit on the date of its expiration, then the existing discharge permit for
the same activity shall not expire until the application for renewal has been approved or disapproved. An application for
discharge permit renewal must include and adequately address all of the information necessary for evaluation of a new
discharge permit. Previously submitted materials may be included by reference provided they are current, readily
available to the secretary and sufficiently identified to be retrieved.

G. Discharge Permit Signatory Requirements. No discharge permit for a Class | non-hazardous waste
injection well or Class |11 well may be issued unless:;

(1) The application for a discharge permit has been signed as follows:

(@) For acorporation: by aprincipal executive officer of at least the level of vice-president, or a
representative who performs similar policy-making functions for the corporation who has authority to sign for the
corporation; or

(b) For apartnership or sole proprietorship: by a general partner or the proprietor, respectively; or

(c) For amunicipality, state, federal, or other public agency: by either a principal executive officer
who has authority to sign for the agency, or aranking elected official; and

(2) Thesignature isdirectly preceded by the following certification: "I certify under penalty of law that |
have personally examined and am familiar with the information submitted in this document and all attachments and that,
based on my inquiry of those individuals immediately responsible for obtaining the information, | believe that the
information is true, accurate, and complete. | am aware that there are significant penalties for submitting false
information including the possibility of fine and imprisonment.”

H. Transfer of Class | non-hazardous waste injection well and Class 111 well Discharge Permits.

(1) Thetransfer provisions of Section 20.6.2.3111 NMAC do not apply to a discharge permit for a Class |
non-hazardous waste injection well or Class |11 well.

(2) A Class| non-hazardous waste injection well or Class |11 well discharge permit may be transferred if:

(& The secretary receives written notice 30 days prior to the transfer date; and

(b) The secretary does not object prior to the proposed transfer date. The secretary may require
modification of the discharge permit as a condition of transfer, and may require demonstration of adequate financial
responsibility.

(8) The written notice required by Subparagraph (b) of Paragraph (2) of Subsection | above shall:

(@) Have been signed by the discharger and the succeeding discharger, including an acknowledgement
that the succeeding discharger shall be responsible for compliance with the discharge permit upon taking possession of
the facility; and

(b) Set a gpecific date for transfer of discharge permit responsibility, coverage and liability; and

(c) Include information relating to the succeeding discharger's financial responsibility required by
Paragraph (17) of Subsection B of Section 20.6.2.5210 NMAC.

I Modification or Termination of a Discharge Permit for a Class | non-hazardous waste injection well or
Class |11 well: If data submitted pursuant to any monitoring requirements specified in the discharge permit or other
information available to the secretary indicate that this Part are being or may be violated, the secretary may require
modification or, if it is determined by the secretary that the modification may not be adequate, may terminate a discharge
permit for a Class | non-hazardous waste injection Well, or Class |11 well or well field, that was approved pursuant to the
requirements of this under Sections 20.6.2.5000 through 20.6.2.5299 NMAC for the following causes:

(1) Noncompliance by the discharger with any condition of the discharge permit; or

(2) Thedischarger'sfailure in the discharge permit application or during the discharge permit review
process to disclose fully all relevant facts, or the discharger's misrepresentation of any relevant facts at any time; or

(3) A determination that the permitted activity may cause a hazard to public health or undue risk to property
and can only be regulated to acceptable levels by discharge permit modification or termination.

[9-20-82, 12-1-95, 11-15-96; 20.6.2.5101 NMAC — Rn, 20 NMAC 6.2.V.5101, 1-15-01; A, 12-1-01; A, 7-15-02]

20.6.2.5102 PRE-CONSTRUCTION REQUIREMENTS FOR CLASS| NON-HAZARDOUS WASTE
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INJECTION WELLSAND CLASSIII WELLS:

A. Discharge Permit Requirement for Class | non-hazardous waste injection wells.

(2) Prior to construction of a Class | hon-hazardous waste injection well or conversion of an existing

well to a Class | non-hazardous waste injection well, an approved discharge permit is required that incorporates the
requirements of Sections 20.6.2.5000 through 20.6.2.5299 NMAC, except Subsection C of Section 20.6.2.5210
NMAC. As a condition of discharge permit issuance, the operation of the Class | non-hazardous waste injection
well under the discharge permit will not be authorized until the secretary has:

(a) Reviewed the information submitted for his consideration pursuant to Subsection C of

Section 20.6.2.5210 NMAC, and

(b) Determined that the information submitted demonstrates that the operation will bein

compliance with this Part and the discharge permit.

(2) If conditions encountered during construction represent a substantial change which could

adversely impact ground water quality from those anticipated in the discharge permit, the secretary shall require a
discharge permit modification or may terminate the discharge permit pursuant to Subsection | of Section
20.6.2.5101 NMAC, and the secretary shall publish public notice and allow for comments and hearing in accordance
with Section 20.6.2.3108 NMAC.

B. Notification Requirement for Class |11 wells.

(1) The discharger shall notify the secretary in writing prior to the commencement of drilling or

construction of wells which are expected to be used for in situ extraction, unless the discharger has previously
received a discharge permit or project discharge permit for the Class |11 well operation.

(a) Any person, proposing to drill or construct a new Class I11 well or well field, or convert an

existing well to a Class |11 well, shall file plans, specifications and pertinent documents regarding such construction
or conversion, with the Ground Water Quality Bureau of the Environment Department.

(b) Plans, specifications, and pertinent documents required by this Section, if pertaining to

geothermal installations, carbon dioxide facilities, or facilities for the exploration, production, refinement or pipeline
transmission of oil and natural gas, shall be filed instead with the Qil Conservation Division.

(c) Plans, specifications and pertinent documents required to be filed under this Section must

be filed 90 days prior to the planned commencement of construction or conversion.

(d) The following plans, specifications and pertinent documents shall be provided with the

notification:

(i) Information required in Subsection C of Section 20.6.2.3106 NMAC,;

(ii) A map showing the Class |11 wells which are to be constructed. The map must also

show, in so far asis known or is reasonably available from the public records, the number, name, and location of all
producing wells, injection wells, abandoned wells, dry holes, surface bodies of water, springs, mines (surface and
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subsurface), quarries, water wells and other pertinent surface features, including residences and roads, that are
within the expected area of review (Section 20.6.2.5202 NMAC) of the Class |11 well or well field perimeter;

(iii) Maps and cross-sections indicating the general vertical and lateral limits of all

ground water having 10,000 mg/l or less TDS within one mile of the site, the position of such ground water within
this area relative to the injection formation, and the direction of water movement, where known, in each zone of
ground water which may be affected by the proposed injection operation;

(iv) Maps and cross-sections detailing the geology and geologic structure of the local

area, including faults, if known or suspected;

(v) The proposed formation testing program to obtain an analysis or description,

whichever the secretary requires, of the chemical, physical, and radiological characteristics of, and other information
on, the receiving formation;

(vi) The proposed stimulation program;

(vii) The proposed injection procedure;

(viii) Schematic or other appropriate drawings of the surface and subsurface construction

details of the well;

(ix) Proposed construction procedures, including a cementing and casing program,

logging procedures, deviation checks, and a drilling, testing, and coring program;
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(x) Information, as described in Paragraph (17) of Subsection B of Section 20.6.2.5210

NMAC, showing the ability of the discharger to undertake measures necessary to prevent groundwater
contamination; and

(xi) A plugging and abandonment plan showing that the requirements of Subsections B,

C and D of Section 20.6.2.5209 NMAC will be met.

(2) Prior to construction, the discharger shall have received written notice from the secretary that the

information submitted under item 10 of Subparagraph (d) of Paragraph (1) of Subsection B of Section 20.6.2.5102
NMAC is acceptable. Within 30 days of submission of the above information the secretary shall notify the
discharger that the information submitted is acceptable or unacceptable.

(3) Prior to construction, the secretary shall review said plans, specifications and pertinent

documents and shall comment upon their adequacy of design for the intended purpose and their compliance with
pertinent Sections of this Part. Review of plans, specifications and pertinent documents shall be based on the
criteria contained in Section 20.6.2.5205, Subsection E of Section 20.6.2.5209, and Subparagraph (d) of Paragraph
(2) of Subsection B of Section 20.6.2.5102 NMAC.

(4) Within thirty (30) days of receipt, the secretary shall issue public notice, consistent with

Subsection B of Section 20.6.2.3108 NMAC, that notification was submitted pursuant to Subsection B of Section
20.6.2.5102 NMAC. The secretary shall allow a period of at least thirty (30) days during which comments may be
submitted. The public notice shall include:

() Name and address of the proposed discharger;

(b) Location of the discharge;

(c) Brief description of the proposed activities,

(d) Statement of the public comment period; and

(e) Address and telephone number at which interested persons may obtain further information.

(5) The secretary shall comment in writing upon the plans and specifications within sixty (60) days of

their receipt by the secretary.

(6) Within thirty (30) days after completion, the discharger shall submit written notice to the

secretary that the construction or conversion was completed in accordance with submitted plans and specifications,
or shall submit as-built plans detailing changes from the originally submitted plans and specifications.

(7) In the event a discharge permit application is not submitted or approved, al wells which may

cause groundwater contamination shall be plugged and abandoned by the applicant pursuant to the plugging and
abandonment plan submitted in the notification; these measures shall be consistent with any comments made by the
secretary in his review. If the wells are not to be permanently abandoned and the discharger demonstrates that
plugging at this time is unnecessary to prevent groundwater contamination, plugging pursuant to the notification is
not required. Financial responsibility established pursuant to Sections 20.6.2.5000 through 20.6.2.5299 NMAC will
remain in effect until the discharger permanently abandons and plugs the wells in accordance with the plugging and
abandonment plan.

[9-20-82, 12-24-87, 12-1-95; 20.6.2.5102 NMAC — Rn, 20 NMAC 6.2.V.5102, 1-15-01; A, 12-1-01]
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20.6.2.5103 DESIGNATED AQUIFERS FOR CLASS| NON-HAZARDOUS WASTE INJECTION
WELLSAND CLASSIII WELLS:

A. Any person may file a written petition with the secretary seeking commission consideration of

certain aquifers or portions of agquifers as "designated aquifers'. The purpose of aquifer designation is:

(1) For Class | non-hazardous waste injection wells, to allow as a result of injection, the addition of

water contaminants into ground water, which before initiation of injection has a concentration between 5,000 and
10,000 mg/l TDS,; or

(2) For Class |11 wells, to allow as a result of injection, the addition of water contaminants into

ground water, which before initiation of injection has a concentration between 5,000 and 10,000 mg/I TDS, and not
provide for restoration or complete restoration of that ground water pursuant to Paragraph (2) of Subsection C of
Section 20.6.2.5101 NMAC.

B. The applicant shall identify (by narrative description, illustrations, maps or other means) and

describe such aguifers, in geologic and/or geometric terms (such as vertical and lateral limits and gradient) which
are clear and definite.
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C. An aquifer or portion of an aquifer may be considered for aquifer designation under Subsection A.

of this Section, if the applicant demonstrates that the following criteria are met:

() Itisnot currently used as a domestic or agricultural water supply; and

(2) There is no reasonable relationship between the economic and social costs of failure to designate

and benefits to be obtained from its use as a domestic or agricultural water supply because:

(a) It is situated at a depth or location which makes recovery of water for drinking or

agricultural purposes economically or technologically impractical at present and in the reasonably foreseeable
future; or

(b) It is aready so contaminated that it would be economically or technologically impractical

to render that water fit for human consumption or agricultural use at present and in the reasonably foreseeable
future.

D. The petition shall state the extent to which injection would add water contaminants to ground

water and why the proposed aquifer designation should be approved. For Class |11 wells, the applicant shall state
whether and to what extent restoration will be carried out.

E. The secretary shall either transmit the petition to the commission within sixty (60) days

recommending that a public hearing be held, or refuse to transmit the petition and notify the applicant in writing
citing reasons for such refusal.

F. If the secretary transmits the petition to the commission, the commission shall review the petition

and determine to either grant or deny a public hearing on the petition. If the commission grants a public hearing, it
shall issue a public notice, including the following information:

(1) Name and address of the applicant;

(2) Location, depth, TDS, areal extent, general description and common name or other identification

of the aquifer for which designation is sought;

(3) Nature of injection and extent to which the injection will add water contaminants to ground

water; and

(4) Address and telephone number at which interested persons may obtain further information.

G. If the secretary refuses to transmit the petition to the commission, then the applicant may appeal

the secretary's disapproval of the proposed aquifer designation to the commission within thirty (30) days, and
address the issue of whether the proposed aquifer designation meets the criteria of Subsections A, B, C, and D of
this Section.

H. If the commission grants a public hearing, the hearing shall be held in accordance with the

provisions of Section 74-6-6, NM SA 1978.

I. If the commission does not grant a public hearing on the petition, the aquifer designation shall not

be approved.

J. After public hearing and consideration of all facts and circumstances included in Section

74-6-4(D), NMSA 1978, the commission may authorize the secretary to approve a proposed designated aquifer if
the commission determines that the criteria of Subsection A, B, C, and D of this section are met.

K. Approva of a designated aquifer petition does not alleviate the applicant from complying with

other Sections of Sections 20.6.2.5000 through 20.6.2.5299 NMAC, or of the responsibility for protection, pursuant
to this part, of other nondesignated aguifers containing ground water having 10,000 mg/l or less TDS.

L. Persons other than the petitioner may add water contaminants as a result of injection into an

aquifer designated for injection, provided the person receives a discharge permit pursuant to the requirements of
Sections 20.6.2.5000 through 20.6.2.5299 NMAC. Persons, other than the original petitioner or his designee,
requesting addition of water contaminants as a result of injection into aguifers previously designated only for
injection with partia restoration shall file a petition with the commission pursuant to the requirements of
Subsections A, B, C, and D of this Section.

[9-20-82, 12-1-95; 20.6.2.5103 NMAC — Rn, 20 NMAC 6.2.V.5103, 1-15-01; A, 12-1-01]

20.6.2.5104 WAIVER OF REQUIREMENT BY SECRETARY FOR CLASS| NON-HAZARDOUS
WASTE INJECTION WELLSAND CLASSIII WELLS:

A. Where a Class | non-hazardous waste injection well or a Class |11 well or well field, does not

penetrate, or inject into or above, and which will not affect, ground water having 10,000 mg/l of less TDS, the
secretary may:
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(2) Issue adischarge permit for awell or well field with less stringent requirements for area of

review, construction, mechanical integrity, operation, monitoring, and reporting than required by Sections
20.6.2.5000 through 20.6.2.5299 NMAC; or

(2) For Class |11 wells only, issue a discharge permit pursuant to the requirements of Sections

20.6.2.3000 through 20.6.2.3114 NMAC.

B. Authorization of areduction in requirements under Subsection A of this Section shall be granted

only if injection will not result in an increased risk of movement of fluids into ground water having 10,000 mg/l or
less TDS, except for fluid movement approved pursuant to Section 20.6.2.5103 NMAC.

[9-20-82, 12-1-95; 20.6.2.5104 NMAC —Rn & A, 20 NMAC 6.2.V.5104, 1-15-01; A, 12-1-01]

20.6.2.5105 — 20.6.2.5199: [RESERVED]

[12-1-95; 20.6.2.5105 — 20.6.2.5199 NMAC — Rn, 20 NMAC 6.2.V.5105-5199, 1-15-01]

20.6.2.5200 TECHNICAL CRITERIA AND PERFORMANCE STANDARDS FOR CLASS| NONHAZARDOUS
WASTE INJECTION WELLSAND CLASSIII WELLS:

[12-1-95; 20.6.2.5200 NMAC — Rn, 20 NMAC 6.2.V.5200, 1-15-01; A, 12-1-01]

20.6.2.5201 PURPOSE: Sections 20.6.2.5200 through 20.6.2.5210 NMAC provide the technical criteria and
performance standards for Class | non-hazardous waste injection wells and Class 111 wells.

[9-20-82; 20.6.2.5201 NMAC — Rn, 20 NMAC 6.2.V.5201, 1-15-01; A, 12-1-01]

20.6.2.5202 AREA OF REVIEW:

A. The area of review is the area surrounding a Class | non-hazardous waste injection well or Class

I11 well or the area within and surrounding a well field that is to be examined to identify possible fluid conduits,
including the location of all known wells and fractures which may penetrate the injection zone.

B. The area of review for each Class | non-hazardous waste injection well, or each Class 111 well or

well field shall be an area which extends:

(1) Two and one half (2 1/2) miles from the well, or well field; or

(2) One-quarter (1/4) mile from awell or well field where the area of review is calculated to be zero

pursuant to Paragraph (3) of Subsection B below, or where the well field production at al times exceeds injection to
produce a net withdrawal; or

(3) A suitable distance, not less than one-quarter (1/4) mile, proposed by the discharger and approved

by the secretary, based upon a mathematical calculation to determine the area of review. Computations to determine
the area of review may be based upon the parameters listed below and should be calculated for an injection time
period equal to the expected life of the Class | non-hazardous waste injection well, or Class 111 well or well field.
The following modified Theis equation illustrates one form which the mathematical model may take to compute the
area of review; the discharger must demonstrate that any equation or simulation used to compute the area of review
applies to the hydrogeologic conditions in the area of review.

20.6.2 NMAC 40

(4) The above equation is based on the following assumptions:

(a) The injection zone is homogenous and isotropic;

(b) The injection zone has infinite areal extent;

(c) The Class | non-hazardous waste injection well or Class |11 well penetrates the entire

thickness of the injection zone;

(d) The well diameter isinfinitessmal compared to "r" when injection time is longer than a few
minutes; and

(e) The emplacement of fluid into the injection zone creates an instantaneous increase in

pressure.

C. The secretary shall require submittal by the discharger of information regarding the area of review
including the information to be considered by the secretary in Subsection B of Section 20.6.2.5210 NMAC.
[9-20-82, 12-1-95; 20.6.2.5202 NMAC — Rn, 20 NMAC 6.2.V.5202, 1-15-01; A, 12-1-01]
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20.6.2.5203 CORRECTIVE ACTION FOR CLASS| NON-HAZARDOUS WASTE INJECTION
WELLSAND CLASSIII WELLS:

A. Persons applying for approval of a Class | nhon-hazardous waste injection well, or a Class |11 well

or well field shall identify the location of all known wells, drill holes, shafts, stopes and other conduits within the
area of review which may penetrate the injection zone, in so far asis known or is reasonably available from the
public records. For such wells or other conduits which are improperly sealed, completed, or abandoned, or
otherwise provide a pathway for the migration of contaminants, the discharger shall address in the proposed
discharge plan such steps or modifications (corrective action) as are necessary to prevent movement of fluids into
ground water having 10,000 mg/l or less TDS except for fluid movement approved pursuant to Section 20.6.2.5103
NMAC.

B. Prior to operation, or continued operation of awell for which corrective action is required pursuant

to Subsections A or D of Section 20.6.2.5203 NMAC, the discharger must demonstrate that:

(1) All required corrective action has been taken; or

(2) Injection pressure is to be limited so that pressure in the injection zone does not cause fluid

movement through any well or other conduit within the area of review into ground water having 10,000 mg/ or less
TDS except for fluid movement approved pursuant to Section 20.6.2.5103 NMAC. This pressure limitation may be
removed after all required corrective action has been taken.

C. In determining the adequacy of corrective action proposed in the discharge permit application, the

following factors will be considered by the secretary:

(1) Chemical nature and volume of the injected fluid,;

(2) Chemical nature of native fluids and by-products of injection;

(3) Geology and hydrology;

(4) History of the injection and production operation;

(5) Completion and plugging records;

(6) Abandonment procedures in effect at the time a well, drill hole, or shaft was abandoned; and

(7) Hydraulic connections with waters having 10,000 mg/l or less TDS

D. In the event that, after approval for a Class | hon-hazardous waste injection well or Class I11 well

has been granted, additional information is submitted or it is discovered that a well or other conduit within the
applicable area of review might allow movement of fluids into ground water having 10,000 mg/I or less TDS except
for fluid movement approved pursuant to Section 20.6.2.5103 NMAC, the secretary may require action in
accordance with Subsection | of Section 20.6.2.5101 and Subsection B Section 20.6.2.5203 NMAC.

[9-20-82, 12-1-95; 20.6.2.5203 NMAC — Rn, 20 NMAC 6.2.V.5203, 1-15-01; A, 12-1-01]

20.6.2.5204 MECHANICAL INTEGRITY FOR CLASS| NON-HAZARDOUS WASTE INJECTION
WELLSAND CLASSIII WELLS:

A. A Class | non-hazardous waste injection well or Class |11 well has mechanical integrity if thereis

no detectable leak in the casing, tubing or packer which the secretary considers to be significant at maximum
operating temperature and pressure; and no detectable conduit for fluid movement out of the injection zone through
the well bore or vertical channels adjacent to the well bore which the secretary considers to be significant.

B. Prior to well injection and at |east once every five years or more frequently as the secretary may

require for good cause during the life of the well, the discharger must demonstrate that a Class | non-hazardous
waste injection well or Class |11 well has mechanical integrity. The demonstration shall be made through use of the
following tests:

20.6.2 NMAC 42

(1) For evauation of leaks,

(a) Monitoring of annulus pressure (after an initial pressure test with liquid or gas before

operation commences), or

(b) Pressure test with liquid or gas,

(2) For determination of conduits for fluid movement,

(a) The results of atemperature or noise log, or

(b) Where the nature of the casing used for Class |11 wells precludes use of these logs,

cementing records and an appropriate monitoring program as the secretary may reguire which will demonstrate the
presence of adequate cement to prevent such movement;
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(3) Other appropriate tests as the secretary may require.

C. The secretary may consider the use by the discharger of equivalent alternative test methods to

determine mechanical integrity. The discharger shall submit information on the proposed test and all technical data
supporting its use. The secretary may approve the request if it will reliably demonstrate the mechanical integrity of
wells for which its use is proposed. For Class 111 wells this demonstration may be made by submission of adequate
monitoring data after the initial mechanical integrity tests.

D. In conducting and evaluating the tests enumerated in this Section or others to be alowed by the

secretary, the discharger and the secretary shall apply methods and standards generally accepted in the affected
industry. When the discharger reports the results of mechanical integrity tests to the secretary, he shall include a
description of the test(s), the method(s) used, and the test results. In making an evaluation, the secretary's review
shall include monitoring and other test data submitted since the previous evaluation.

[9-20-82, 12-1-95; 20.6.2.5204 NMAC — Rn, 20 NMAC 6.2.V.5204, 1-15-01; A, 12-1-01]

20.6.2.5205 CONSTRUCTION REQUIREMENTS FOR CLASS | NON-HAZARDOUS WASTE
INJECTION WELLSAND CLASSIII WELLS:

A. General Construction Requirements Applicable to Class | non-hazardous waste injection wells and

Class 111 wells.

(1) Construction of al Class | non-hazardous waste injection wells and all new Class |11 wells shall

include casing and cementing. Prior to well injection, the discharger shall demonstrate that the construction and
operation of:

(a) Class | non-hazardous waste injection wells will not cause or allow movement of fluids into

ground water having 10,000 mg/l or less TDS except for fluid movement approved pursuant to Section 20.6.2.5103
NMAC;

(b) Class Il wells will not cause or allow movement of fluids out of the injection zone into

ground water having 10,000 mg/l or less TDS except for fluid movement approved pursuant to Section 20.6.2.5103
NMAC.

(2) The construction of each newly drilled well shall be designed for the proposed life expectancy ofthe well.

(3) In determining if the discharger has met the construction requirements of this Section and has

demonstrated adequate construction, the secretary shall consider the following factors:

(a) Depth to the injection zone;

(b) Injection pressure, external pressure, annular pressure, axial loading, and other stresses that

may cause well failure;

(c) Hole size;

(d) Size and grade of al casing strings, including wall thickness, diameter, nominal weight,

length, joint specification, and construction material;

(e) Type and grade of cement;

(f) Rate, temperature, and volume of injected fluid;

(g) Chemical and physical characteristics of the injected fluid, including corrosiveness, density,

and temperature;

(h) Chemical and physical characteristics of the formation fluids including pressure and

temperature;

(i) Chemical and physical characteristics of the receiving formation and confining zones

including lithology and stratigraphy, and fracture pressure; and

() Depth, thickness and chemical characteristics of penetrated formations which may contain

ground water.

20.6.2 NMAC 43

(4) To demonstrate adequate construction, appropriate logs and other tests shall be conducted during

the drilling and construction of new Class | non-hazardous waste injection wells or Class 111 wells or during
work-over of existing wells in preparation for reactivation or for change to injection use. A descriptive report
interpreting the results of such logs and tests shall be prepared by a knowledgeable log analyst and submitted to the
secretary for review prior to well injection. The logs and tests appropriate to each type of injection well shall be
based on the intended function, depth, construction and other characteristics of the well, availability of similar data
in the area of the drilling site and the need for additional information that may arise from time to time as the
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construction of the well progresses.

(a) The discharger shall demonstrate through use of sufficiently frequent deviation checks, or

another equivalent method, that a Class | non-hazardous waste injection well or Class |11 well drilled using a pilot
hole then enlarged by reaming or another method, does not allow a vertical avenue for fluid migration in the form of
diverging holes created during drilling.

(b) The secretary may require use by the discharger of the following logs to assist in

characterizing the formations penetrated and to demonstrate the integrity of the confining zones and the lack of
vertical avenues for fluid migration:

(i) For casing intended to protect ground water having 10,000 mg/l or less TDS:

Resistivity, spontaneous potential, and caliper logs before the casing is installed; and a cement bond, or temperature
log after the casing is set and cemented.

(i) For intermediate and long strings of casing intended to facilitate injection:

Resistivity, spontaneous potential, porosity, and gamma ray logs before the casing is installed; and fracture finder or
spectral logs; and a cement bond or temperature log after the casing is set and cemented.

(5) In addition to the requirements of Section 20.6.2.5102 NMAC, the discharger shall provide notice

prior to commencement of drilling, cementing and casing, well logging, mechanical integrity tests, and any well
work-over to allow opportunity for on-site inspection by the secretary or his representative.

B. Additional Construction Requirements for Class | non-hazardous waste injection wells.

(1) All Class | non-hazardous waste injection wells shall be sited in such a manner that they inject

into a formation which is beneath the lowermost formation containing, within one quarter mile of the well bore,
ground water having 10,000 mg/l TDS or less except as approved pursuant to Section 20.6.2.5103 NMAC.

(2) All Class | non-hazardous waste injection wells shall be cased and cemented by circulating

cement to the surface.

(3) All Class | non-hazardous waste injection wells, except those municipal wells injecting

noncorrosive wastes, shall inject fluids through tubing with a packer set in the annulus immediately above the
injection zone, or tubing with an approved fluid seal as an alternative. The tubing, packer, and fluid seal shall be
designed for the expected length of service.

(a) The use of other alternatives to a packer may be allowed with the written approval of the

secretary. To obtain approval, the operator shall submit a written request to the secretary which shall set forth the
proposed alternative and all technical data supporting its use. The secretary may approve the request if the
aternative method will reliably provide a comparable level of protection to ground water. The secretary may
approve an aternative method solely for an individual well or for general use.

(b) In determining the adequacy of the specifications proposed by the discharger for tubing and

packer, or a packer aternative, the secretary shall consider the following factors:

(i) Depth of setting;

(i) Characteristics of injection fluid (chemical nature or characteristics,

corrosiveness, and density);

(iii) Injection pressure;

(iv) Annular pressure;

(v) Rate, temperature and volume of injected fluid; and

(vi) Size of casing.

C. Additional Construction Requirements for Class 111 wells.

(1) Where injection is into a formation containing ground water having 10,000 mg/l or less TDS,

monitoring wells shall be completed into the injection zone and into the first formation above the injection zone
containing ground water having 10,000 mg/l or less TDS which could be affected by the extraction operation. If
ground water having 10,000 mg/I or less TDS below the injection zone could be affected by the extraction operation,
monitoring of such ground water may be required. These wells shall be of sufficient number, located and
constructed so as to detect any excursion of injection fluids, process byproducts, or formation fluids outside the
extraction area or injection zone. The requirement for monitoring wells in aquifers designated pursuant to Section
20.6.2 NMAC 44

20.6.2.5103 NMAC may be waived by the secretary, provided that the absence of monitoring wells does not result
in an increased risk of movement of fluids into protected ground waters having 10,000 mg/l or less TDS.
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(2) Where injection is into a formation which does not contain ground water having 10,000 mg/l or

less TDS, no monitoring wells are necessary in the injection zone. However, monitoring wells may be necessary in
adjoining zones with ground water having 10,000 mg/l or less TDS that could be affected by the extraction
operation.

(3) In an area that the secretary determines is subject to subsidence or collapse, the required

monitoring wells may be required to be located outside the physical influence of that area.

(4) In determining the adequacy of monitoring well location, number, construction and frequency of

monitoring proposed by the discharger, the secretary shall consider the following factors:

(a) The local geology and hydrology;

(b) The operating pressures and whether a negative pressure gradient to the monitor well is

being maintained;

(c) The nature and volume of injected fluid, formation water, and process by-products; and

(d) The number and spacing of Class |1l wellsin the well field.

[9-20-82, 12-1-95; 20.6.2.5205 NMAC — Rn, 20 NMAC 6.2.V.5205, 1-15-01; A, 12-1-01]

20.6.2.5206 OPERATING REQUIREMENTS FOR CLASS| NON-HAZARDOUS WASTE

INJECTION WELLSAND CLASSIII WELLS:

A. General Operating Requirements Applicable to Class | non-hazardous waste injection wells and

Class 111 wells.

(1) The maximum injection pressure at the wellhead shall not initiate new fractures or propagate

existing fractures in the confining zone, or cause the movement of injection or formation fluids into ground water
having 10,000 mg/l or less TDS except for fluid movement approved pursuant to Section 20.6.2.5103 NMAC.

(2) Injection between the outermost casing and the well bore is prohibited in a zone other than the

authorized injection zone.

B. Additional Operating Requirements for Class | non-hazardous waste injection wells.

(1) Except during well stimulation, the maximum injection pressure shall not initiate new fractures or

propagate existing fractures in the injection zone.

(2) Unless an alternative to a packer has been approved under Subparagraph (c) of Paragrgph (3) of

Subsection B of Section 20.6.2.5205 NMAC, the annulus between the tubing and the long string of casing shall be
filled with afluid approved by the secretary and a pressure, also approved by the secretary shall be maintained on
the annulus.

C. Additional Operating Requirements for Class |11 wells: Initiation of new fractures or propagation

of existing fractures in the injection zone will not be approved by the secretary as part of a discharge permit unless it
is done during well stimulation and the discharger demonstrates:

(1) That such fracturing will not cause movement of fluids out of the injection zone into ground water

having 10,000 mg/l or less TDS except for fluid movement approved pursuant to Section 20.6.2.5103 NMAC, and
(2) That the provisions of Subsection C of Section 20.6.2.3109 and Subsection C of Section

20.6.2.5101 NMAC for protection of ground water are met.

[9-20-82, 12-1-95; 20.6.2.5206 NMAC — Rn, 20 NMAC 6.2.V.5206, 1-15-01; A, 12-1-01]

20.6.2.5207 MONITORING REQUIREMENTS FOR CLASS| NON-HAZARDOUS WASTE
INJECTION WELLSAND CLASSIII WELLS:

A. The discharger shall demonstrate mechanical integrity for each Class | non-hazardous waste

injection well or Class 111 well at least once every five years during the life of the well pursuant to Section
20.6.2.5204 NMAC.

B. Additional Monitoring Requirements for Class | non-hazardous waste injection wells.

(1) The discharger shall provide analysis of the injected fluids at least quarterly or, if necessary, more

frequently to yield data representative of their characteristics.

(2) Continuous monitoring devices shall be used to provide a record of injection pressure, flow rate,

flow volume, and pressure on the annulus between the tubing and the long string of casing.

(3) The discharger shall provide wells within the area of review as required by the discharge permit to

be used by the discharger to monitor pressure in, and possible fluid movement into, ground water having 10,000
mg/l or less TDS except for such ground waters designated pursuant to Section 20.6.2.5103 NMAC. This Section
20.6.2 NMAC 45
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does not require monitoring wells for Class | non-hazardous waste injection wells unless monitoring wells are
necessary due to possible flow paths within the area of review.

C. Additional Monitoring Requirements for Class |11 wells.

(1) The discharger shall provide an analysis or description, whichever the secretary requires, of the

injected fluids at least quarterly or, if necessary, more frequently to yield representative data.

(2) The discharger shall perform:

(a) Appropriate monitoring of injected and produced fluid volumes by whichever of the

following methods the secretary requires:

(i) Recording injection pressure and either flow rate or volume every two weeks; or

(ii) Metering and daily recording of fluid volumes;

(b) Monitoring every two weeks, or more frequently as the secretary determines, of the monitor

wells, required in Subsection C of Section 20.6.2.5205 NMAC for:

(i) Water chemistry parameters used to detect any migration from the injection zone;

(i) Fluid levels adjacent to the injection zone; and

(c) Other necessary monitoring as the secretary for good cause may require to detect movement

of fluids from the injection zone into ground water having 10,000 mg/l or less TDS except for fluid movement
approved pursuant to Section 20.6.2.5103 NMAC.

(3) With the approval of the secretary, al Class 111 wells may be monitored on awell field basis by

manifold monitoring rather than on an individual well basis. Manifold monitoring to determine the quality,
pressure, and flow rate of the injected fluid may be approved in cases of facilities consisting of more than one Class
I11 well, operating with a common manifold, provided that the discharger demonstrates that manifold monitoring is
comparable to individual well monitoring.

[9-20-82, 12-1-95; 20.6.2.5207 NMAC — Rn, 20 NMAC 6.2.V.5207, 1-15-01; A, 12-1-01]

20.6.2.5208 REPORTING REQUIREMENTS FOR CLASS| NON-HAZARDOUS WASTE
INJECTION WELLSAND CLASSIII WELLS:

A. Reporting Requirements for Class | non-hazardous waste injection wells.

(2) If aClass | non-hazardous waste injection well is found to be discharging or is suspected of

discharging fluids into a zone or zones other than the permitted or authorized injection zone, the discharger shall
within 24 hours notify the secretary of the circumstances and action taken. The discharger shall provide subsequent
written reports as required by the secretary.

(2) The discharger shall provide reports quarterly to the secretary on:

(a) The physical, chemical and other relevant characteristics of injection fluids;

(b) Monthly average, maximum and minimum values for injection pressure, flow rate and

volume, and annular pressure; and

(c) The results of monitoring prescribed under Subsection B of Section 20.6.2.5207 NMAC.

(3) The discharger shall report, no later than the first quarterly report after completion, the results of:

(a) Periodic tests of mechanical integrity as required in Sections 20.6.2.5204 and 20.6.2.5207

NMAC;

(b) Any other test of the Class | non-hazardous waste injection well conducted by the

discharger if required by the secretary;

(c) Any well work-over; and

(d) Any changes within the area of review which might impact subsurface conditions.

B. Reporting Requirements for Class |11 wells.

(1) The discharger shall notify the secretary within 48 hours of the detection or suspected detection of
aleachate excursion, and provide subsequent reports as required by the secretary.

(2) The discharger shall provide to the secretary:

(a) Reports on required monitoring quarterly, or more frequently as required by the secretary;

and

(b) Results of mechanical integrity testing as required in Sections 20.6.2.5204 and 20.6.2.5207

NMAC and any other periodic tests required by the secretary. These results are to be reported no later than the first
regular report after the completion of the test.

(3) Where manifold monitoring is permitted, monitoring results may be reported on awell field basis,
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rather than individual well basis.

C. Report Signatory Requirements.

20.6.2 NMAC 46

(1) All reports submitted pursuant to this Section shall be signed and certified as provided in

Subsection G of Section 20.6.2.5101 NMAC, or by a duly authorized representative.

(2) For aperson to be a duly authorized representative, authorization must:

(a) Be made in writing by a signatory described in Paragraph (1) of Subsection G of Section

20.6.2.5101 NMAC,;

(b) Specify either an individual or a position having responsibility for the overall operation of

that regulated facility or activity, such as the position of plant manager, operator of awell or well field,
superintendent, or position of equivalent responsibility; and

(c) Have been submitted to the secretary.

[9-20-82, 12-1-95; 20.6.2.5208 NMAC — Rn, 20 NMAC 6.2.V.5208, 1-15-01; A, 12-1-01]

20.6.2.5209 PLUGGING AND ABANDONMENT FOR CLASS| NON-HAZARDOUS WASTE
INJECTION WELLSAND CLASSIII WELLS:

A. The discharger shall submit as part of the discharge permit application, a plan for plugging and

abandonment of a Class | non-hazardous waste injection well or a Class |11 well that meets the requirements of
Subsection C of Section 20.6.2.3109 and Subsection C of Section 20.6.2.5101 NMAC and 20.6.2.5005 NMAC for
protection of ground water. If requested, a revised or updated abandonment plan shall be submitted for approval
prior to closure. The obligation to implement the plugging and abandonment plan as well as the requirements of the
plan survives the termination or expiration of the permit.

B. Prior to abandonment of awell used in a Class | non-hazardous waste injection well or Class I11

well operation, the well shall be plugged in a manner which will not allow the movement of fluids through the well
bore out of the injection zone or between other zones of ground water. Cement plugs shall be used unless a
comparable method has been approved by the secretary for the plugging of Class 111 wells at that site.

C. Prior to placement of the plugs, the well to be abandoned shall be in a state of static equilibrium

with the mud weight equalized top to bottom, either by circulating the mud in the well at least once or by a
comparable method approved by the secretary.

D. Placement of the plugs shall be accomplished by one of the following:

(1) The Balance Method; or

(2) The Dump Bailer Method; or

(3) The Two-Plug Method; or

(4) An equivalent method with the approval of the secretary.

E. The following shall be considered by the secretary in determining the adequacy of a plugging and
abandonment plan.

(1) The type and number of plugs to be used;

(2) The placement of each plug, including the elevation of the top and bottom;

(3) The type, grade and quantity of cementing slurry to be used;

(4) The method of placement of the plugs;

(5) The procedure to be used to plug and abandon the well; and

(6) Such other factors that may affect the adequacy of the plan.

F. The discharger shall retain al records concerning the nature and composition of injected fluids

until five years after completion of any plugging and abandonment procedures.

[9-20-82, 12-1-95; 20.6.2.5209 NMAC — Rn, 20 NMAC 6.2.V.5209, 1-15-01; A, 12-1-01]

20.6.2.5210 INFORMATION TO BE CONSIDERED BY THE SECRETARY FOR CLASS| NONHAZARDOUS
WASTE INJECTION WELLSAND CLASSIII WELLS:

A. This Section sets forth the information to be considered by the secretary in authorizing

construction and use of a Class | non-hazardous waste injection well or Class |11 well or well field. Certain maps,
cross-sections, tabulations of all wells within the area of review, and other data may be included in the discharge
permit application submittal by reference provided they are current, readily available to the secretary and
sufficiently identified to be retrieved.

B. Prior to the issuance of a discharge permit or project discharge permit allowing construction of a
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new Class | non-hazardous waste injection well, operation of an existing Class | non-hazardous waste injection well,
or operation of anew or existing Class |11 well or well field, or conversion of any well to injection use, the secretary
shall consider the following:

(1) Information required in Subsection C of Section 20.6.2.3106 NMAC;

20.6.2 NMAC 47

(2) A map showing the Class | non-hazardous waste injection well, or Class |11 well or well fields, for

which approval is sought and the applicable area of review. Within the area of review, the map must show, in so far
asis known or is reasonably available from the public records, the number, name, and location of al producing
wells, injection wells, abandoned wells, dry holes, surface bodies of water, springs, mines (surface and subsurface),
guarries, water wells and other pertinent surface features, including residences and roads;

(3) A tabulation of data on all wells within the area of review which may penetrate into the proposed

injection zone. Such data shall include, as available, a description of each well's type, the distance and direction to
the injection well or well field, construction, date drilled, location, depth, record of plugging and/or completion, and
any additional information the secretary may require;

(4) For wells within the area of review which penetrate the injection zone, but are not properly

completed or plugged, the corrective action proposed to be taken under Section 20.6.2.5203 NMAC;

(5) Maps and cross-sections indicating the general vertical and lateral limits of all ground water

having 10,000 mg/l or less TDS within the area of review, the position of such ground water within the area of
review relative to the injection formation, and the direction of water movement, where known, in each zone of
ground water which may be affected by the proposed injection operation;

(6) Maps and cross-sections detailing the geology and geologic structure of the local area, including

faults, if known or suspected;

(7) Generalized maps and cross-sections illustrating the regional geologic setting;

(8) Proposed operating data, including:

(a) Average and maximum daily flow rate and volume of the fluid to be injected,;

(b) Average and maximum injection pressure;

(c) Source of injection fluids and an analysis or description, whichever the secretary requires,

of their chemical, physical, radiological and biological characteristics;

(9) Results of the formation testing program to obtain an analysis or description, whichever the

secretary requires, of the chemical, physical, and radiological characteristics of, and other information on, the
receiving formation, provided that the secretary may issue a conditional approval of a discharge permit if he finds
that further formation testing is necessary for final approval;

(10) Expected pressure changes, native fluid displacement, and direction of movement of the injected

fluid;

(11) Proposed stimulation program;

(12) Proposed or actual injection procedure;

(13) Schematic or other appropriate drawings of the surface and subsurface construction details of the

well;

(14) Construction procedures, including a cementing and casing program, logging procedures,

deviation checks, and a drilling, testing, and coring program;

(15) Contingency plans to cope with all shut-ins or well failures so as to prevent movement of fluids

into ground water having 10,000 mg/l or less TDS except for fluid movement approved pursuant to Section
20.6.2.5103 NMAC;

(16) Plans, including maps, for meeting the monitoring requirements of Section 20.6.2.5207 NMAC,;

and

(17) The ahility of the discharger to undertake measures necessary to prevent contamination of

ground water having 10,000 mg/l or less TDS after the cessation of operation, including the proper closing, plugging
and abandonment of awell, ground water restoration if applicable, and any post-operational monitoring as may be
needed. Methods by which the discharger shall demonstrate the ability to undertake these measures shall include
submission of a surety bond or other adequate assurances, such as financial statements or other materials acceptable
to the secretary, such as. (1) a surety bond; (2) atrust fund with a New Mexico bank in the name of the State of
New Mexico, with the State as Beneficiary; (3) a non-renewable letter of credit made out to the State of New
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Mexico; (4) liability insurance specifically covering the contingencies listed in this paragraph; or (5) a performance
bond, generally in conjunction with another type of financial assurance. Such bond or materials shall be approved
and executed prior to discharge permit issuance and shall become effective upon commencement of construction. If
an adequate bond is posted by the discharger to afederal or another state agency, and this bond covers all of the
measures referred to above, the secretary shall consider this bond as satisfying the bonding requirements of Sections
20.6.2.5000 through 20.6.2.5299 NMAC wholly or in part, depending upon the extent to which such bond is
adequate to ensure that the discharger will fully perform the measures required hereinabove.

C. Prior to the secretary's approval that alows the operation of a new or existing Class | nonhazardous

waste injection well or Class 111 well or well field, the secretary shall consider the following:

(1) Update of pertinent information required under Subsection B of Section 20.6.2.5210 NMAC;

(2) All available logging and testing program data on the well;

(3) The demonstration of mechanical integrity pursuant to Section 20.6.2.5204 NMAC,;

(4) The anticipated maximum pressure and flow rate at which the permittee will operate;

(5) The results of the formation testing program;

(6) The physical, chemical, and biological interactions between the injected fluids and fluids in the

injection zone, and minerals in both the injection zone and the confining zone; and

(7) The status of corrective action on defective wells in the area of review.

[9-20-82, 12-24-87, 12-1-95; 20.6.2.5210 NMAC — Rn, 20 NMAC 6.2.V.5210, 1-15-01; A, 12-1-01]
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District | State of New Mexico

1625 N. French Dr., Hobbs, NM Oct 08, 2002

88240 Energy, Mineras and Natural Resources Department

Digtrict 11 ] Submit Original

813802110W' Grand Avenug, Artesia, NM Oil Conservation Division Ptlcl)JSS%nt opy

TO00 Rio Brazos Road, Aztec, NM Santa Fe, NM 87505 Appropriate

8D7_41_O W District Office
istrict

T220S. St Francis Dr., Santa Fe,

NM 87505

DISCHARGE PLAN APPLICATION FOR CLASS| NON-HAZARDOUSWASTE INJECTION WELL FACILITY
(Refer to the OCD Environmental Bureau for assistance in completing the application)

[1 New [ Renewd

I Facility Name:
. Operator:
Address:
Contact Person: Phone:
I1l.  Location: 14 /4 Section Township Range

Submit large scale topographic map showing exact location.
IV. Attachthe name and address of the landowner of thefacility site.
V.  Attach adescription of the types and quantities of fluids at the facility.
VI.  Attach adescription of al fluid transfer and storage and fluid and solid disposal facilities.
VII.  Attach adescription of underground facilities ( well diagrams efc. including a C-101 or C-103, and C-108).
VIII. Attach acontingency plan for reporting and clean-up of spills or releases.
IX.  Attach geologica/hydrologica evidence demonstrating that operationswill not adversely impact fresh water.
X.  Attach such other information as is necessary to demonstrate compliance with any other OCD rules, regulations and/or orders.
Xl.  CERTIFICATION:
| hereby certify under penalty of law that | have personally examined and am familiar with the information submitted in this
document and all attachments and that, based on my inquiry of those individualsimmediately responsible for obtaining the

information, | believe that the information is true, accurate and complete. | amaware that there are significant penalties for
submitting false information including the possibility of fine and imprisonment.

Name: Title:

Signature: Date:
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District |

State of New Mexico

818522540| V. French Dr., Hobbs, NM Energy, Minerals and Natural Resources Department Revised ‘]U|¥01021’
District Il
. Grand Avenue, Artesia, NM 0il Conservation Division Submit Original
8a210 1220 South St. Francis Dr. Rlus1 Copy
TO00 Rio Brazos Road, Aztec, NM Santa Fe, NM 87505 1 Copy to
87410 Appropriate
District IV ) District Office
T220S. St Francis Dr., Santa Fe,
NM 87505
DISCHARGE PLAN APPLICATION FOR BRINE EXTRACTION FACILITES
(Refer to the OCD Guidelines for assistance in completing the application)
0 New [0 Renewd
I Facility Name:
. Operator:
Address:
Contact Person: Phone:
1. Location: /4 /4 Section Township Range
Submit large scale topographic map showing exact location.
IV. Attachthe name and address of the landowner of the facility site.
V.  Attach adescription of the types and quantities of fluids at the facility.
VI.  Attach adescription of al fluid transfer and storage and fluid and solid disposd facilities.
VII. Attach adescription of underground facilities (i.e. brine extraction well).
VIII. Attach acontingency plan for reporting and clean-up of spills or releases.
IX.  Attach geological/hydrological evidence demonstrating that brine extraction operations will not adversely impact fresh water.
X.  Attach such other information asis necessary to demonstrate compliance with any other OCD rules, regulations and/or orders.
XI.  CERTIFICATION:
| hereby certify under penalty of law that | have personally examined and am familiar with the information submitted in this
document and all attachments and that, based on my inquiry of those individualsimmediately responsible for obtaining the
information, | believe that the information istrue, accurate and complete. | am aware that there are significant penalties for
submitting false information including the possibility of fine and imprisonment.
Name: Title:
Signature: Date:
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District |

State of New Mexico

DIBizstSrictN'IFl rench Dr., Hobbs, NM 88240 Energy Minerals and Natural Resources Revised January 24, 2001
%g'gl'VYi I(|3rand Avenue, Artesia, NM 88210 Subr&it Olri inal
ISITIC] Oil Conservation Division us1lto

TO00 Rio Brazos Road, Aztec, NM 87410 : to Santa
District [V . 1220 South St. Francis Dr. 1 Copy to Appropriate
22295 S Francis Dr., Santa Fe, NM SantaFe, NM 87505 District Office

1

2.

DISCHARGE PLAN APPLICATION FOR SERVICE COMPANIES,GAS PLANTS, REFINERIES, COMPRESSOR,
GEOTHERMAL FACILITES
AND CRUDE OIL PUMP STATIONS
(Refer to the OCD Guidelinesfor assistance in completing the application)

] New ] Renewa [] Modification

Type:

Operator:

Address:

Contact Person: Phone:

3.

10.

11

12.
13.

14.

Location: 14 /4 Section Township Range
Submit large scale topographic map showing exact location.

Attach the name, telephone number and address of the landowner of the facility site.
Attach the description of the facility with adiagram indicating location of fences, pits, dikes and tanks on the facility.

Attach adescription of all materials stored or used at the facility.

Attach a description of present sources of effluent and waste solids. Average quality and daily volume of waste water must be
included.

Attach adescription of current liquid and solid waste collection/treatment/disposal procedures.

Attach a description of proposed modifications to existing collection/treatment/disposal systems.

Attach aroutine inspection and maintenance plan to ensure permit compliance.

Attach a contingency plan for reporting and clean-up of spillsor releases.

Attach geological/hydrological information for the facility. Depth to and quality of ground water must be included.

Attach afacility closure plan, and other information asis necessary to demonstrate compliance with any other OCD
rules, regulations and/or orders.

CERTIFICATIONI hereby certify that the information submitted with this application istrue and correct to the best
of my knowledge and belief.

Name: Title:

Signature: Date;
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OCD
ENFORCEMENT GUIDELINES

This document is intended to collect in one document enforcement tools employed by the
New Mexico Oil Conservation Division (hereinafter referred to as "OCD"). It is hoped
this document will assist OCD Districts and Bureaus to improve enforcement of the
statutes, rules and orders which govern oil and gas operations in New Mexico. It is aso
hoped that this document will assist the regulated industries to understand OCD's
enforcement procedures and rationale and thereby increase voluntary compliance with the
statutory and regulatory scheme.

I. THE NEW MEXICO REGULATORY SCHEME.

A. The Regulatory Basis for Enforcement Activities.

Many aspects of oil and gas operations in New Mexico are regulated. The Oil and Gas
Act, NMSA 1978, § 70-2-1 et seg. and the Water Quality Act, NMSA 1978, 8§ 74-6-1 et
seg. (hereinafter referred to collectively as "the Acts") require certain drilling, production,
processing, transporting and production practices and delegate authority to OCD and the
Oil Conservation Commission (hereinafter referred to as "the Commission") to regulate
these activities. The Commission has promulgated rules (19 NMAC) and numerous
orders which regulate in the aforementioned areas.

B. Examples of Violations.

Failure to adhere to the statutes, rules or orders referred to in the previous paragraph may
result in enforcement action. It is not within the scope of this document to enumerate all
possible violations of the acts, rules and orders. However, by way of introduction to the
enforcement processes, examples of common violations that may result in enforcement
may be useful. Common violations include failure to file production or other required
reports, failure to properly plug or temporarily abandon a well, failure to report or
remediate spills or leaks, improper disposal of oilfield waste, failure to follow an
approved discharge plan, failure to submit or follow an abatement plan, failure to
properly place signage or failure to test when required.

1. VOLUNTARY COMPLIANCE.

An important goal of the Energy, Minerals and Natural Resources Department and its
OCD isto assist the regulated industries to voluntarily comply with the statutes, rules and
orders. Therefore, this document must be interpreted flexibly; field personnel should
work with the regulated industry when appropriate to resolve compliance issues that
arise.
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[11. INTRODUCTION TO THE ENFORCEMENT GUIDELINES.

The enforcement guidelines are in two main sections - a section on enforcement
techniques that can be employed to achieve compliance, and a section on violations in
need of immediate response. The enforcement tools are set out in a step-by-step manner;
however, District and Bureau personnel should exercise judgment in the selection of a
process that is appropriate to the situation. Not all violations should be enforced in a step-
by-step manner; for example, when a violation is repeated or is intentional, nothing in the
statutes, rules or orders require handling the violation in a step-by-step manner. Personnel
should consult with the District Supervisor, Bureau Chief, the Director of the Qil
Conservation Division (hereinafter referred to as "the Director") and OCD Lega as
appropriate to select the most appropriate process for the situation.

V. PROGRESSIVE ENFORCEMENT.

A. Discovery of aViolation.

A violation may be discovered during a field inspection, during a review of documents
(such as a well file), during computerized tracking (ONGARD)(RBDMS) or when
reported by a third party. Once a violation is discovered, enforcement action may be
taken.

B. Step 1 - Evaluate Circumstances.

Upon discovery, the circumstances of the violation should be investigated and evaluated.
The applicable statute or rule of OCD or the Water Quality Control Commission
(hereinafter referred to as "WQCC") should be identified to aid in thorough and accurate
investigation. If the circumstances dictate that immediate action should be taken (such as
a spill, pipeline rupture or blowout), immediate enforcement action may be needed, and
some optionsin this regard are discussed in section V below. If the circumstances dictate
that a step-by-step approach is appropriate, the violation may instead be addressed
pursuant to the enforcement procedures described in the following paragraphs. In general,
field personnel of a District or Bureau shall make the initial evaluation of the threat the
violation poses, in consultation with the District Supervisor or Bureau Chief as necessary.

C. Step 2 - Verbal or Written Directive.

Once the threat is evaluated pursuant to the previous paragraph and found not to be
Immediate, enforcement may commence. Step 2 involves delivery of a verbal or written
directive to the violator(s). The directive should identify the statute, rule or order
violated. The directive may also order correction or cessation of the activity at issue and
provide a reasonable time to correct the problem. The directive may refer to the Oil and
Gas Act or Water Quality Act or rules of the OCD or WQCC and possible consequences
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of the violation, such as civil or crimina penalties. Field personnel of a District or Bureau
should, in most cases, issue the directive.

D. Step 3 - Document the Directive.

The fact that a directive was issued, even if issued orally, should be documented. For
example, the violation and the verbal/written directive may be documented as appropriate
in RBDMS, field/phone notes and well files. E-mail may be used to document the
violation so long as a copy of the E-mail is placed in the relevant file. All evidence
pertinent to the violation should be gathered, documented and stored (e.g. photographs,
documents, samples and written statements).

E. Step 4 - Repeat Directive.

If no response is received to the directive, a second directive may be issued, if
appropriate. If the first directive was oral, the second should be in writing. If the first
directive was in writing, the second should clearly state it is a second notice. Certified
mail may be used to focus attention on the seriousness of the situation.

F. Step 5 - Evaluate Response/Select Remedy.

F.1. Inadequate or No Response

The District Supervisor or Bureau Chief should, in most cases, determine whether a
response received to the directive is adequate. If no response is received, or if a response
Is received which is inadequate, a Notice of Violation should immediately be issued and
further enforcement action considered.

F.2. Adequate Response

If the response is adequate, a corrective action plan may be agreed upon. A corrective
action plan may be oral, but even if oral should be documented. If written, the assistance
of OCD Lega may be sought to prepare an appropriate document to memorialize the
plan. If a corrective action plan is agreed upon, the matter shall remain at the District or
Bureau unless the corrective action plan is not performed fully.

G. Step 6 - Issuance of Notice of Violation ("NOV").

If no response is received to the directive, or if the response received is inadequate, or if
the person fails to follow an agreed-upon corrective action plan, a letter setting forth a
Notice of Violation (*“NOV”) may be sent, certified mail, and a copy of the NOV posted
at the well or site, if practicable. The NOV shall identify the statute, rule or order
violated, order correction or cessation of the activity at issue, and order immediate
compliance. The NOV may include a notice of intent to issue an order to shut-in
production, cancel an allowable, temporarily cancel oil and gas transport authority, order
temporary abandonment or permanent abandonment, or other appropriate action. A copy
of the NOV should be forwarded to OCD Legal.

H. Step 7 - Follow-up of NOV.
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If no response is received to the NOV or if an inadequate response is received, the
District or Bureau may make additional follow-up efforts to obtain voluntary compliance.
These efforts may be in writing or oral, but all such efforts should be documented in the
appropriate file. These efforts may be supported by OCD Legal as necessary. If
appropriate to the situation, the violator may be informed of subsequent enforcement
steps that may be considered, as well as possible penalties of continued non-compliance.
In addition, an order may be issued shutting-in production of a particular well, unit or
project, temporarily canceling oil and gas transport authority, ordering temporary
abandonment, ordering permanent abandonment or suspending action on pending
applications. The Director and OCD Lega should be consulted in appropriate
circumstances.

|. Step 8 - Decision on Further Enforcement.

If the measures described previously fail to result in compliance, the District Supervisor
or Bureau Chief, in consultation with the Director and OCD Legal, should make a
decision on further enforcement action from among the alternatives described below.

J. Orders to Show Cause.

J.1. When Issued.

An Order to Show Cause may be issued in instances where a violation is committed by a
person under the regulatory authority of OCD (e.g. current operator or a holder of a
discharge plan approved by OCD). An Order to Show Cause requires the regulated
person to show OCD, in the context of aformal hearing before a hearing examiner, or, as
appropriate, before the Oil Conservation Commission, why the authority granted by OCD
should not be revoked, why subsequent orders should not be issued which require
correction of the problem, why penalties should not be imposed or why other appropriate
action should not be taken.

J.2. Step 9 - Application for Show Cause Order.

District or Bureau field personnel may apply to the Director for an Order to Show Cause
concerning the violation. The application must be in writing, must be in the form
described in Rule 1203, and must be prepared with the assistance of OCD Legal. The
Director will, in most cases, direct the application to an examiner for hearing. In other
cases, the Director may direct the application to the Oil Conservation Commission for
hearing.

J.3. Step 10 - Preparation for Hearing.

Once the application is made and a hearing has been scheduled, a copy of the District or
Bureau file should be sent to OCD Legal. The file should include copies of any advisory
or NOV that was issued. Notice pursuant to Rule 1207 should be served on the person
and on other persons affected by the order (e.g., surety companies/banks for bonds or
letters of credit, transporters, etc.). If the violating party desires to negotiate concerning
the NOV and pending hearing, a continuance may be granted by the hearing examiner or
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the Oil Conservation Commission, as appropriate, until the issues are resolved. OCD
Legal may initiate settlement negotiations with the violating party at any time in an
attempt to resolve the matter prior to the hearing. OCD Legal shall inform the District or
Bureau of evidence (witness statements, photos, documents, trip reports, analyses) and
witnesses needed for the hearing. In most cases, the District or Bureau should have a pre-
hearing meeting with OCD Legal to review testimony and discuss the evidentiary needs.
J.4. Step 11 - Hearing/lssuance of Order to Show Cause.

A hearing on the Order to Show Cause shall be held before an examiner (or the Oil
Conservation Commission, as appropriate). During the hearing, the person to whom the
Order to Show Cause was issued shall appear and show cause why the authority granted
by OCD should not be revoked, why subsequent orders should not issue, why penalties
should not be imposed or other appropriate action taken. The District or Bureau witnesses
shall testify to the violation and subsequent course of events and, within a reasonable
time following the hearing, an appropriate order shall be issued.

J.5. Step 12 - Compliance Monitoring.

After an order has been issued and served, District or Bureau field personnel should
monitor compliance with the terms of the order. If monitoring indicates that further action
IS needed, the District Supervisor or Bureau Chief will consult with the Director and
OCD Lega on an appropriate course of action.

J.6. Step 13 - Appeal de novo.

If the matter was heard before a hearing examiner, the person to whom the order pertains
may file arequest for a hearing de novo before the Oil Conservation Commission.

J.7. Step 14 - Appeal, District Court.

After an order resulting from the hearing before the Oil Conservation Commission has
been issued and rehearing has been conducted or denied, the order may be appealed to the
District Court. The District Court may, upon application, stay further enforcement action
pending its decision on the record. An appeal to appellate court(s) may follow.

J.8. Step 15 - Appeal - Department Secretary.

After an Order has been issued by the Oil Conservation Commission and rehearing has
been conducted or denied, the Order may be appealed to the Secretary of the Department
of Energy, Minerals and Natural Resources. The Secretary may conduct a hearing
concerning whether the order or decision of the Oil Conservation Commission
contravenes the public interest.

K. Compliance Orders.

K.1. When Issued.

The Director may issue a Compliance Order (hereinafter referred to as "CQ") to address
violations of the Water Quality Act, the Oil and Gas Act or rules or orders of the
Commission. A CO may address issues that arise, for example, from violations of rules
18, 19, 116, 310 and 711 or other rules of the OCD or WQCC, as appropriate.
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K.2. Step 9B - Application for Compliance Order.

Field personnel of the District or Bureau may apply to the Director for issuance of a CO.
The application should be in writing and must be prepared with the assistance of OCD
Legal. Depending on the circumstances, a hearing may be required before issuance. See
Step 11B. The application should include a draft form of Order including the relief
requested (such as compliance, remedial measures to be required and recommended
penalties). Penalties include: (a) for violations arising of the Water Quality Act, the CO
may require compliance immediately or within a specified time period, may assess a civil
penalty of up to Fifteen Thousand Dollars ($15,000) per day of honcompliance, and/or
suspend or terminate the relevant permit or, if atime period to comply is provided in an
earlier CO, a subsequent CO may assess a civil pendty of twenty-five thousand dollars
($25,000) for each day of continued noncompliance and suspend or terminate the relevant
permit; or (b) for violations arising out of the Oil and Gas Act, a CO may require
compliance immediately or within a specified time period, may assess a civil penalty of
up to One Thousand Dollars ($1,000) per violation, or One Thousand Dollars ($1,000)
per day of continuing noncompliance, and/or suspend or terminate the relevant permit.

K.3. Step 10B - Issuance of Compliance Order.
The Director may issue the CO as appropriate.

K.4. Step 11B - Determine Whether a Hearing Should be Scheduled.

Any CO which isissued pursuant to the Water Quality Act becomes final unless, no later
than thirty (30) days after being served, the person to whom the CO applies submits a
written request to the Water Quality Control Commission for a public hearing. Once a
CO isissued, District or Bureau staff should calendar the due date for such a request. If a
request for hearing is served, District or Bureau staff should forward the request and all
pertinent documentation to the WQCC for docketing. If no request is forthcoming, no
hearing should be scheduled. Any CO which is applied for pursuant to the Oil and Gas
Act shall be scheduled for a hearing before a hearing examiner or the Commission, as
appropriate, before the CO isissued.

K.5. Step 12B - Preparation for Hearing.

If ahearing is scheduled, a copy of the District or Bureau file must be sent to OCD Legal.
The file should include copies of any advisory or NOV that was issued, the CO and all
supporting documentation. Notice appropriate to the situation should be served. If the
violating party desires to negotiate concerning the CO and pending hearing, a
continuance may be granted by the Hearing Examiner or the Commission, as appropriate,
until the issues are resolved. OCD Legal shall inform the District or Bureau of evidence
needed to present and witnesses needed for the hearing.

K.6. Step 13B - Public Hearing.
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K.6.a Under the Water Quality Act.

District or Bureau staff, supported by OCD Legal, shall present the matter to the WQCC.
District or Bureau witnesses shall testify to the violation and subsequent course of events
and, after the hearing, an appropriate order shall be issued and served.

K.6.b. Under the Oil and Gas Act.

A CO under the Oil and Gas Act shall be issued only after hearing. The person
committing the violation(s) shall be given notice appropriate to the situation. During the
hearing, District or Bureau witnesses, supported by OCD Legal, shal testify to the
violation and subsequent course of events. Within a reasonable time following the
hearing, an appropriate order shall be issued.

K.7. Step 14B - Appeal de novo.

If the matter was heard before a hearing examiner of OCD, the person to whom the Order
pertains may file a request for a hearing de novo before the Oil Conservation
Commission.

K.8. Step 15B - Compliance Monitoring.
After a CO has been issued and served, District or Bureau field personnel should monitor
compliance with the terms of the order. If monitoring indicates that further action is
needed, the District Supervisor or Bureau Chief will consult with the Director and OCD
Legal on an appropriate course of action.

K.9. Step 16 - Appedl.

K.9.a. Court of Appedls.

After issuance of an affirmance of a CO by the WQCC, the person aggrieved may appeal
to the Court of Appeadls.

K.9.b. District Court.

After a CO has been issued under the Oil and Gas Act and rehearing has been conducted
or denied, an appeal to the District Court may be filed. The District Court may, upon
application, stay further enforcement action pending its decision on the record. An appeal
to appellate court(s) may follow.

K.9.c. Appeal - Department Secretary.

After a CO has been issued by the Oil Conservation Commission under the Oil and Gas
Act and rehearing has been conducted or denied, the person to whom the Order pertains
may appeal to the Secretary of the Department of Energy, Minerads and Natural
Resources. The Secretary may conduct a hearing concerning whether the order or
decision of the Oil Conservation Commission contravenes the public interest.

V. IMMEDIATE ACTION.

A. Emergencies and Response Action.
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It is beyond the scope of this document to address emergency response, which is handled
pursuant to OCD's emergency response procedures. However, should the need for
immediate enforcement arise, emergency enforcement measures may be required which
are described briefly below. In al cases requiring immediate enforcement measures, the
District or Bureau should immediately notify the Director and OCD Legal of the situation
and take appropriate emergency response measures to abate or mitigate the threat
pursuant to established procedures.

B. Emergency Administrative Orders.

B.1. Rule 1202 Administrative Order.

If an emergency is found to exist that requires issuance of an order without a hearing, the
OCD or OCC may promulgate an emergency order pursuant to Rule 1202. An order
issued pursuant to Rule 1202 shall remain in force no longer than fifteen (15) days from
its effective date.

B.2. 72-Hour Orders Pursuant to the Water Quality Act.

If a pollution source or combination of sources poses an immediate and substantial
danger to public health, a 72-hour emergency order may be issued by the Director or the
OCC, as appropriate. If time permits, the District or Bureau may apply to the Director for
such an Order, and OCD Legal may assist the District or Bureau with the application and
a draft Order. An emergency order issued hereunder may be supplemented by an
application to the district court for further orders.

C. Subsequent Actions.

After issuance and service of an emergency order, steps should be immediately taken by
the District or Bureau to make the order permanent, if appropriate. Thus, the District or
Bureau should immediately prepare a CO or an application for a hearing to show cause,
or should coordinate with OCD Legal in an application to the District Court for further
relief.

VI. SETTLEMENT.

Settlement may be undertaken at any time during the foregoing proceedings. The District
Supervisor or Bureau Chief, in consultation with the Director, may agree to a settlement
upon terms that are mutually agreeable and which safeguard the rights of relevant
persons. If a formal settlement agreement is to be prepared, the District or Bureau may
draft the document, with the assistance of OCD Legal. Field personnel of the District or
Bureau shall monitor performance of the settlement agreement and report any subsequent
violations to the Director and OCD Legal, who will take appropriate follow-up actions.

VII. PENALTIES.

A. Introduction.
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It is beyond the scope of this document to detail all penalties that can be imposed upon
violation of the Acts, rules or orders. Examples are listed below to assist Districts and
Bureaus to prepare applications and orders. Choice of the penalty appropriate to the
situation should be carefully considered and, when questions arise, consultation should be
undertaken with the District Supervisor, Bureau Chief, the Director and OCD Legal.

B. Examples of Penalties.

B.1. Shut-in well.

For a producing oil or gas well, an effective remedy for a violation is to terminate
production from the well, commonly referred to in the industry as "shutting-in" the well.
An order to shut-in a well, unit or project may be issued in a NOV, a CO or following
hearing on an Order to Show Cause, as appropriate. A shut-in order may order production
halted, and may also withdraw transport authority. An order to shut-in a well, unit or
project may also order transporters (e.g. gathering companies, pipeline companies, and
surface transporters) not to take product from awell, unit or project.

B.2. Cancel Allowable - Terminate Production.

For an oil or gas well which is producing from a prorated oil or gas pool, an effective
remedy for a violation is termination of the allowable and production pursuant to rules
601-604. The ail or gas well alowable may be cancelled in a NOV, a CO or following a
hearing on an Order to Show Cause, as appropriate. Subsequent orders may order
production halted. Subsequent orders may also order transport authority revoked, and
transporters (e.g. gathering companies, pipeline companies, and surface transporters) not
to transport or take product from awell.

B.3 Plugging and Abandonment of Wells.

For an oil and gas well which is not producing, a remedy for a violation is an order
directing the relevant person or persons to either temporarily abandon the well pursuant
to the rules or permanently plug and abandon the well. An order to plug and abandon a
non-producing well may be issued after hearing or in a CO. The Oil and Gas Reclamation
Fund may be expended to permanently plug and abandon wells; however, such an order
may be issued only after notice and hearing; therefore an Order to Show Cause is
necessary to impose this penalty.

B.4. Permit Revocation/Water Quality Act.

For an oil and gas operator who holds a discharge permit pursuant to the Water Quality
Act, aremedy for aviolation is an order revoking the relevant permit (and other permits).
An order revoking a discharge permit may be issued after hearing or in a CO.

B.5. Civil Penalty Assessment.

A civil penalty assessment in the amount of up to $1,000 for each day of violation may be
assessed by OCD for violations of the Oil and Gas Act. ). A civil penalty of up to
$25,000 per day of noncompliance may be issued for violations of the Water Quality Act.
An order imposing a civil penalty may be issued after hearing or in a CO. OCD Lega
shall recover the amount of the assessment in District Court, if necessary.
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B.6. Forfeiture of Financial Assurance.

For an oil and gas operator with financial assurance required by Rule 101, a remedy for
violation is forfeiting the plugging and/or reclamation bond or making a draft on a letter
of credit, generally upon failure of the operator to comply with an order to plug and
abandon a well or properly reclaim a site. OCD Legal will collect the forfeited financial
assurance.

B.7. Indemnity.

Where the costs of properly plugging exceed the amount recovered from the financial
assurance under the preceding section, OCD Legal may institute proceedings to recover
the unrecovered plugging costs from the relevant person.

B.8. Seizure and Sale.

Under rare circumstances, seizure and sale of illegal oil or gas that is produced or
transported may be ordered. OCD Legal will initiate such a proceeding in District Court
in rem.

B.9. Criminal penalties.

Under appropriate circumstances, criminal penalties for noncompliance with the acts and
rules may be imposed. Where appropriate, OCD Legal and/or the Director may apply to
the proper authorities for imposition of criminal penalties.

VIII. CAVEAT CONCERNING LEGAL EFFECT OF THESE GUIDELINES.

This document is intended to collect enforcement tools that presently exist in statutes,
rules and orders, and to collect in written form processes which have been employed by
the agency historically when faced with the need to enforce a statute, rule or order. This
document is not intended to create new enforcement tools or to require a particular
procedure to be used in any particular case; nor is it intended to create rights or
responsibilities which are not otherwise set out in statutes, rules or orders.

ISSUED this day of September, 2000.
THE OIL CONSERVATION DIVISION
By

Lori Wrotenbery, Director
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