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State of Arizona

Arizona Geological Survey

845 North Park Avenue, #100
Tucson, Arizona 85719
(602) 882-4795

Fife Symington Larry D. Fellows
Governor Director and State Geologist
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NOTICE OF COMBINED PUBLIC MEETING AND POSSIBLE EXECUTIVE SESSION
OIL AND GAS CONSERVATION COMMISSION

Pursuant to A.R.S. § 38-431.02, notice is hereby given to the members of the Oil and Gas Conservation

L ' Commission and to the general public that the Qil and Gas Conservation Commission will hold a meeting open
: to the public on October 23, 1992, at 10:00 a.m. in Room 500 of the State Capitol located at 1700 West
- Washington, Phoenix, Arizona 85007. As indicated in the agenda, the Oil and Gas Conservation Commission
! SRS may vote to go into executive session which will not be open to the public to discuss certain matters.

The agenda for the meeting is as follows:

Call to Order.
Approval of Minutes of Meeting of July 6, 1992. X

Discussion of SunCor-Melange #32-23 well.

Statement of Director and State Geologist.

Report of Oil & Gas Program Administrator.

Consideration to initiate rule-making proceedings.

Oral hearing, close of record, and discussion of rules in September 1992 A.A R,

Adopt rules published in September 1992 A.A.R. subject to certification.

Assistant Attorney General report on Contender and Cam-Roy wells. 7 '

10. Call to the public. s ST
11. Announcements. . B
12. Adjournment.

VoA BN~

The Oil and Gas Conservation Commission may vote to go into Executive Session, pursuant to A_R.S.
Ce § 38-431.03(A)(3), which will not be open to the public to consult with its attorney and receive legal advice with
' respect to any regular agenda item listed on this agenda.
IR A copy of the agenda background material provided to Commission members (with the exception of
e c material relating to possible executive sessions) is available for public inspection at the Oil and Gas Program

: Administrator’s office, 845 North Park Avenue, Suite 100, Tucson, Arizona 85719,
" J The public will be afforded an opportunity to comment on any item on the agenda; however, at the - T FVO PR

beginning of the meeting, the Commission may vote to set up a time limit on individual comments, LT T e

t ey

Dated this 9th day of October 1992. $ L e

OIL AND GAS CONSERVATION COMMISSION _ e e

Steven L. Rauzi
Qil and Gas Program Administrator

PLEASE NOTIFY THIS OFFICE AS SOON AS POSSIBLE IF YOU ARE UNABLE TO ATTEND THIS MEETING
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State of Arizona

Arizona Geological Survey

845 North Park Avenue, #100
Tucson, Arizona 85719
(602) 882-4795

Fife Symington Larry D. Fellows
Govemaor Director and State Geolagist

NOTICE OF COMBINED PUBLIC MEETING AND POSSIBLE EXECUTIVE SESSION

OIL AND GAS CONSERVATION COMMISSION

Washington, Phoenix, Arizona 85007, As indicated in the agenda, the il and Gas Conservation Commission
may vote o go into executive session which will not be open to the public to discuss certain matters.

The agenda for the meeting is as follows:

Call to Order.

Approval of Minutes of Meeting of July 6, 1992.

Discussion of SunCor-Melange #32-23 well.

Statement of Director and State Geologist.

Report of il & Gas Program Administrator.

Consideration to initiate rule-making proceedings.

Oral hearing, close of record, and discussion of rules in September 1992 A A.R.
Adopt rules published in September 1992 A A.R. subject to certification.

Assistant Attorney General report on Contender and Cam-Roy wells,
10. Call to the public.

11. Announcements.
12. Adjournment.

RN AW~

The Oil and Gas Conservation Commission may vote to go into Executive Session, pursuant {0 A.R.S.
§ 38-431.03(A)(3), which will not be open to the public to consult with its attorney and receive legal advice with
respect to any regular agenda item listed on this agenda.

A copy of the agenda background material provided to Commission members (with the exception of
material relating to possible executive sessions) is available for public inspection at the Oil and Gas Program
Administrator’s office, 845 North Park Avenue, Suite 100, Tucson, Arizona 85719,

The public will be afforded an opportunity to comment on any item on the agenda; however, at the
beginning of the meeting, the Commission may vote to set up a time limit on individual comments.

Dated this 9th day of October 1992,
OIL AND GAS CONSERVATION COMMISSION

SAevon l. o

Steven L. Rauzi
Oil and Gas Program Administrator
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Office of the Governor

of the State of Arizona

=T To all to whom these Presefitsshall come Greeting:l

i, Fife Symington, Governo¥ of the Stafe of Arizona in the name of
and by the authority of said State, do Conumission and Authorize

ZED VEALE

to be a member of the

OIL & GAS COMMISSION

and to discharge, according to law, the duties of said office, and
to hold and enjoy the same, together with the powers, privileges and
emoluments thereunto appertaining, until the legal termination thereof,

IN WITNESS WHEREGF I have hereunto set my
hand and caused to be affived the Great Seal of
Arizona done at the Capitol in the City of

Ploenix, this first day of June in the
year of our Lord, One Thousand Nine Hundred

and Ninety Two.

o

N\
\) GOVERNOR
| N Attest: f?
\ fit “Qh- 4 ' 2ALQ..;
" oy Secretary of State (




NOTICE OF APPOINTMENT

TO THE SECRETARY OF STATE

This is 10 notify vou that under the provisions of _A.R.S. 27-514

(A.R.S. reference, Exec, Ocder, Public Law, other)

I have, this 3rd day of _ June 1992 appointed Zed Veale

1490 E. Appalachian, Flagstaff, AZ 86004 frame)

(muiling address) 1eity) (zip)
io be a member of the OJL. & GAS COMMISSION at a salary as provided by law.
This appointment is 1o begin January 20, 1992

and expire January 20, 1997

AL D N

Appointing Ofticial Tile

Mark the appropriate boxes:

CINew Board, Commission, Council or Agency Li Reappointment

¥ New appointment succeeding Archie Roy Bennett

_iDate of Senate Confirmation

L1Confirmartion not required

LOYALTY OATH OF OFFICE

(Please read A.R.S. §38-231 on reverse side of this form.)
| Zed Veale
s:Jlemnly swear (or affirm) that 1 will supp

do
€ United Siates and ihe Constitution
ill bear true faith and allegiance to the same and defend them
against all enemies, foreign and domestic, and thai [ will faithfully and impartially discharge the duties
of my office according to the best of my ability,

50 help me God {or so)} 0 3#firm). . 4
R s

ort the Constitution of th
and laws of the State of Arizona; that [ wi

ey 55&612“1:’:5 of officer or cmplovee
SUBSCRIBED AND SWORN 10 before me this _/L day of //éﬁéﬂd. , 19&.
. o —— - N ?
s Pamsmtoadon Contrns Ay 2 992 /l :
~44 u;mrm-wl.n btoil i il 41. I.:u‘:l 77 2 5
‘ /57/(& M/&/L
Cominission Esxpires )’ Nota -
. ‘ .5 [y e
Filed in the Office of the Secretary of State this _l\ day of Jw 4 , 19 ﬁ'L‘

a__illen Q-.. M.

" R0 Y0

Secrctary of Stal\
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Sec. 38-231, Arizona Revised Statutes:
Sec. 38-231. Officers and emplovees required to take lovalty oath; form: classification

A. Inorder to insure the statewide application of this section on a uniform basis, each board, commission, agency,
and independent officer of the state, and of any of its political subdivisions, and of any county, city, town, municipal
corporation, school district, and public educational institution, shall immediately upon the effective date of this act
completely reproduce section 18-231 as set forth herein, to the erd that the form of written oath or affirmation required

herein shall contain all of the provisions of said section for use by all officers and employvees of all boards, commissions,
agencies and independent offices.

B. For the purposes of this section, the term officer or employee means any person elected, appointed, or emploved,
cither on a part-time or full-time basis, by the state, or any of its poliiical subdivisions or any county, city, town,

municipal corporation, school district, public educational institwtion, or any board, commission or agency of any of
the forezoing.

C. Any officer or emplovee elected, appointed, or employed prior to the effeciive date of this act? shall not tater

than ninety days after the effective date of this act take and subscribe the form of oath or affirmation set forth in
this section.

D. Any officer or employee within the meaning of this section who fails to take and subscribe the oath or affirmarion
provided by this section within the time limits prescribed by this section shall not be entitled 10 any compensation

unless and until such officer or emplovee does so take and subscribe 10 the form of oath or affirmation set forth
in this section.

E. Any officer or employee as defined in this section having taken the form of oath or affirmation prescribed
by this section, and knowingly at the time of subscribing the oath or affirmation, or at any time thereafter during
his term of office or employmeni, does commit or aid in the commission of any act to overthrow by force or violence
the government of this state or of any of iis political subdivisions, or advocates the overthrow by force or violencea
of the government of this state or of any of its political subdivisions, or during such term of office or employment
knowingly becomes or remains a member of the communist party of the United States or its successors or any of
its subordinate organizations or any other organization having for one of its purposes the overthrow by force or violence
ol the government of the state of Arizona or any of its political subdivisions, and said officer or employee as defined
in this section prior to becoming or remaining a member of such organization or organizations had knowledge of
said unlawful purpose of said organization or organizations, shall be guilty of a class 4 felony and, upon conviction
under this section, the officer or employee shall be deemed discharged from said office or employment anrd shall not

be entitled to any additional compensation or any other emoluments or benefits which may have been incident or
appurienant to said office or employment.

F. Any of the persons referred to in article XVIII, section 10 of the Arizona Constitution as amended. refated
to the employment of aliens, shall be exempted from any compliance with the provisions of this section.

G. In addition to any other form of eath or affirmation specifically provided by law for an officer or cmplovee,

before any officer or employee enters upon the duties of his office or employment, he shall take and subscribe the
following oath or affirmation: (See reverse),

"March 30, 1961.
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OIL AND GAS CONSERVATION COMMISSION
845 North Park Avenue, #100
Tucson, Arizona 85719

Minutes of Meeting
July 6, 1992

Present:

Mr. J. E. Warne Jr., Vice-Chairman

Mrs. Barbara J. Murphy, Member

Dr. J. Dale Nations, Member

Mr. Zed Veale, Member

Dr. Larry Fellows, State Geelogist

Mr. Steven L. Rauzi, Oil and Gas Program Administrator

The regular Commission Meeting of July 6, 1992 was called to order by Dr. J. Dale Nations
at 10:10 a.m. in Room 500, State Capitol Building, Phoenix, Arizona.

APPROVAL OF MINUTES OF MEETING OF MARCH 6, 1992

Mrs. Murphy moved, seconded by Mr. Veale:

THAT THE MINUTES OF THE MEETING OF MARCH 6, 1992, BE
ACCEPTED AS PRESENTED.

Motion carried unanimously.

STATEMENT OF DIRECTOR AND STATE GEOLOGIST

Dr. Fellows reported that the Arizona Geological Survey had experienced a mid-year budget cut
of 2%, which has had no impact on the oil and gas program. The Survey’s budget for fiscal year
1993 is $619,800, which is not expected to impact the oil and gas program, and he indicated that
he will begin work on the fiscal year 1994 budget in August and that he expects it to be another
tight budget year. He reported that Senate Bill 1055, which continues the Survey for another ten
years, was passed and signed by the Governor.

REPORT OF THE OIL AND GAS PROGRAM ADMINISTRATOR

The activity report of Mr. Rauzi was sent to the Commissioners and has been made a part of
these minutes. Mr. Rauzi reported that TranAm Energy plugged and abandoned their well at Red
Lake on June 17, that the semi-annual inspection at the Ferrellgas LPG facility indicated that their
storage wells were in good condition, that Arrowhead Oil and Gas applied for a permit to drill
a well in sec. 23, T. 2 N., R. | W_, and that he had field checked the two geothermal wells near
Higley. He obtained a cost estimate of $104,000 to plug and abandon the two geothermal wells.
The cost is high because a silica-blended cement is required to prevent its degradation at the
higher temperatures present in these deep weils and because the nearest supply point for the
necessary services and materials is Farmington, New Mexico. He added that the United Gas
Search permit was extended to August 16, 1992, which coincides with the expiration of their
Federal permit.
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Oil and Gas Conservation Commission Minutes  July 6, 1992 Page 2

CONSIDERATION TO INITIATE RULE MAKING PROCEEDINGS

The proposed amendments to rules R12-7-102 through R12-7-1 18 were sent to the Commissioners
and have been made a part of these minutes. Mr. Rauzi discussed the informative summary, the
proposed changes to individual rules, and the format of the rule package.

Dr. Nations moved, seconded by Mrs. Murphy:

THAT THE OIL AND GAS CONSERVATION COMMISSION APPROVE
THE RULES AS PRESENTED AND INITIATE THE RULE MAKING
PROCEEDINGS.

Motion carried unanimousty.

Mr. Warne signed Form R101, Notice of Proposed Rule Making and Mr. Rauzi indicated that
he would forward the rules to the Governor’s Regulatory Review Council for approval.

ORAL HEARING. CLOSE OF RECORD, AND DISCUSSION OF RULES PUBLISHED IN
THE MAY 1992 ISSUE OF THE ARIZONA ADMINISTRATIVE REGISTER (A.A.R.)

Mr. Rauzi reported that no written comments were received on this set of rules. which were filed
with the Secretary of State on April 16, 1992. Dr. Nations opened the floor for comments and
discussion on these rules. No comments were received.

Mr. Warne moved, seconded by Mrs. Murphy:

THAT THE OIL AND GAS CONSERVATION COMMISSION CLOSE THE
RECORD THIS JULY 6, 1992, ON THE RULES PUBLISHED IN THE MAY
1992 ISSUE OF THE ARIZONA ADMINISTRATIVE REGISTER

Motion carried unanimously.

concise explanatory statement to be issued by the Commission at the time they adopt a rule. .

Mr. Warne moved, seconded by Mrs. Murphy:

THAT THE OiL. AND GAS CONSERVATION COMMISSION ADOPT THE
CONCISE EXPLANATORY STATEMENT AS PRESENTED

Motion carried unanimously.

ADOPT THE RULES PUBLISHED IN THE MAY 1992 ISSUE OF THE A.A.R.

Mrs. Murphy moved, seconded by Mr. Veale:

THAT THE OIL AND GAS CONSERVATION COMMISSION ADOPT THE

The concise explanatory statement on this set of rules was sent to the Commissioners and has
been made a part of these minutes. Mr. Rauzi explained that A.R.S. § 41-1027 requires a
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Oil and Gas Conservation Commission Minutes July 6, 1992 Page 3

RULES AS PUBLISHED IN THE MAY 1992 ARIZONA ADMINISTRATIVE
REGISTER SUBJECTTO CERTIFICATION BY THEATTORNEY GENERAL

Motion carried unanimously.

Mr. Wamne signed Form R102, Certificarion of Rules and Order of Adoption and Mr. Rauzi
indicated that he would forward the rules to the Attorney General for certification.

CONTENDER OIL WELL  SEC. 5. T. 10S.. R. 23 W_. YUMA COQUNTY

M. Rauzi reported that Ms. Kate Mead had resigned from the Attorney General’s office and that
Ms. Karen Clark would be taking over her cases. Ms. Clark reported that to avoid coming on
board while a hearing is going forward, she will be filing the complaint prepared by Ms. Mead.
She noted that the Corporation Commission had revoked the Corporate status of Contender Qil
and indicated that they would still go forward with the complaint except that the name of the
person to be served will need to be changed. In response to an inquiry by Dr. Nations, Ms.
Clark indicated that this would be completed by their next meeting.

GEOTHERMAL WELLS, SEC. I, T.2S_, R. 6 E.. MARICOPA COUNTY

From her transitional briefing on these cases, it was Ms. Clark’s understanding that the bonds
on these wells were still a major issue and that another issue was whether an environmental lien
could be placed on the property. Dr. Nations replied that the bonds on these wells are not the
issue, that the Commission’s concern is when will they get some legal action against these people.
He questioned the need for an "environmental lien” and indicated that in addition to the
environmental concerns, the failure to plug and abandon these wells is in violation of State law,
namely the statutes on oil, gas, and geothermal development, which is why the Commission has
asked the Attorney General’s Office to file a lien on the property. He reemphasized ro Ms. Clark
that it was the Commission’s intention, by filing a lien on this property, to tie up any future
exchanges, sales, or development of this land until this problem is resolved.

Mr. Warne moved, seconded by Mr. Veale:

THAT THE OIL AND GAS PROGRAM ADMINISTRATOR DRAFT A
LETTER TO THE ATTORNEY GENERAL, FOR CONSIDERATION AND
APPROVAL BY THE COMMISSION AT THE NEXT MEETING,
OUTLINING THE HISTORY OF THIS PROBLEM AND ASKING THEM TO
TAKE DEFINITE ACTION AS SOON AS POSSIBLE

Motion carried unanimously.

CALL TO THE PUBLIC

None.

ANNOQUNCEMENTS

The next meeting was scheduled for October 23, 1992, in room 500 of the State Capitol Building.
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0il and Gas Coonservation Commission Minutes July 6, 1992

ADJOURNMENT

Mrs. Murphy moved, seconded by Mr. Warne:
THAT THE MEETING BE ADJOURNED.

Motion carried unanimously. Time of adjournment was 11:35 a.m.

APPROVED

-Warne Jr.
Vice-Chairman

GUESTS IN ATTENDANCE:

Karen Clark Attorney General’s Office
Tyrone Mitchell Attorney General’s Office
Leslie Schwalbe OSPB

Papge 4
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State of Arizona
Arizona Geological Survey
845 North Park Avenue, #100
Tucson, Arizona 85719
(602) 882-4795
Fife Symington Larry D. Fellows
Governor Director and State Geologist
TO: 0il and Gas Conservation Commissioners
FROM: Steven L. Rauzi7 Oil and Gas Program Administrator
DATE: QOctober 9, 1992 ’a
I SUBJECT:  Activity Report
! - Arrowhead Oil and Gas, Ltd. spudded their SunCor-Melange #32-23 well on September 1, 1992,

and completed the well as a dry hole at a total depth of 6650 feet on September 27, 1992. Litchfield
Park and Avondale have water wells in section 23 and the officials from these cities expressed concern
that Arrowhead’s well would contaminate their source of groundwater. I described the casing program
to officials from these citics and pointed out that it was sufficiently deep to protect all known and
reasonably estimated aquifers in this area. Dr. Fellows received a letter from the City of Avondale
which is enclosed along with his response in which he invited Mr. Bates to your October 23 meeting
(agenda item 3). '

Agenda item 6 is the consideration to initiate rule-making proceedings for the third set of rule
revisions to be submitted to the Governor’s Regulatory Review Council (GRRC). This set of rules is
enclosed for your consideration. As with the first and second sets, if the proposed revisions meet with
your approval, you will need to initiate the rule-making proceeding by motion, after which the chair signs
Form 101, Notice of Proposed Rule Making.

The first set of rule revisions were sent to the Attorney General for certification. 1 should know
if they were certified by October 20, 1992. GRRC approved the second set of rules on August 4, 1992,
and they were published in the September 1992 issue of the Arizona Administrative Register. The last
day for written comments is October 2, 1992. -Mr. Bates’ letter calling for a bond amount that is 125
percent of engineering and construction cost was the only specific written comment on the rules. Our
bond amount is consistent with sucrounding states and is enough to plug a currently drilling well shouid
: the need arise. Oral proceedings, close of record, and the adoption of the concise explanatory statement
R on these rule revisions is agenda item 7. Adoption subject to certification by the Attorney General is
I agenda item 8.

. Agenda item 9 is for a report from our Assistant Attorney General on the Contender Oil well near
‘; Yuma and the two geothermal wells near Higley. As you requested in your meeting of July 6, 1992, 1
j ) prepared a Jetter to the Attorney General for your signature should legal action not be initiated by the
! time of your October 23 meeting. This letter formally requests his assistance and outlines the history of
the matter.
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//‘ September 30, 1992
L ]

Bill Bates, Public Works Director
City of Avondale

525 N. Central Avenue

Avondale, AZ 85323

RE: SUNCOR -~ MELANGE WELL NO. 32-23

Dear Bill:

We have received your letter dated September 21, 1992. The
purpose of this letter is to clarify SunCor's involvement in the
above-referenced project. As you are probably aware, Arrowhead
Resources ceased drilling on September 24. From our perspective,

‘the drilling was conducted with the highest degree of professional

responsibility and the exploration was completed without incident.

It is importan£ to note that several years of preparation and
planning took place prior to commencing drilling operations on our
property. As the largest land owner and holder of the service
rights (CC&N) for this area, SunCor spent an inordinate amount of
time and effort to ensure that both the surface and subsurface
environment was protected. We decided very early on in the process

(which started in 1986) that we would not agree to lease land if
our concerns could not be alleviated.

The parties- involved in this well -- Melange, Arrowhead
Resources, Kachina 0il & Gas, and caddis Resources; brought many
years of professional and practical expérience to the table. They
not only exceeded our expectationsy but also went to great expense
to take safety precautions not otherwise required by law or

contract. Arrowhead and its related companies spent in excess of

$500,000 on this project to ensure that the right people were in
charge and the best equipment was in place to do the job correctly
and safely. This project could have been drilled .at half the
expense if Arrowhead did not concern themselves with environmental
safety issues. In addition, Arrowhead obtained costly insurance
policies with limitations in the millions of dollars.

For the record, Warren Downs manages our farm operations and
is not an authority on geotechnical issues. Consequently, your
reference to his statement was apparently misquoted and does not
support your argument. Also for the record, because of the
temporary nature of the drilling operations it was not necessary
to obtain permits from Maricopa County and all requirements of the
County were satisfied.

2828 M. Central Ave. ® Suite 000 ® Pheenje, Arizona 25004 ¢ 1.0, Box 52160 » Phoenix, Arizona 83072
(FO2) 2950304 ® Fax (602) 285.6801
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Bill Bates

Finally, your attack on the
Department is unfounded and misleading
that all necessary precautions were in
commenced and continued to follow

It is our understanding that the AGS d

protecting State and local interest.
in order,

3 Sincerely,
- J;;té¢r¢7;5221°"“45’
: i
I - ] Steven Gervais

Vice President
Gerneral Counsel

8G/jeh

cc:  Raymond W. Bedoya, Mayor, City of Avondale
Perry Hubbard, Mayor, city of Litchfield Park

bR Y

_ et !
bc: Geoff Appleyard S f

Warren Downs

oo _ John Ogden

Bob Denny, Arizona State Senate

Greg Eldridge _

c . Larry Fellows/Steven Rauzi

Harold Laycraft, Arrowhead Resources
Rita Pearson, Office of the Governor
Gary Stewart, Melange : ’
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-2- September 30, 1992

Arizona Geological Survey
. Mr. Rauzi at AGS verifiead
place before drilling
up on site during operations.
id an admirable job in

Better communications may be
but additional legislation would be unnecessary.
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State of Arizona

Arizona Geological Survey

845 North Park Avenue, #100
Tueson, Arizona 85719
(602) 882-4795

Fife Symmgion Larry D. Fellows
Govemor Director and State Geologist

September 30, 1992

Mr. Bill Bates

Public Works Director
City of Avondale

525 North Central Avenue
Avondale, AZ 85323

Dear Mr. Bates:

[ received your letter of September 21, in which you informed me about your objections to the
drilling of the SunCor-Melange No. 32-23 oil well and expressed displeasure with the regulatory
procedures followed. The Arizona Geological Survey administers and enforces the policies and
procedures established by the Arizona Oil and Gas Conservation Commission to regulate the
drilling and production of oil, gas, geothermal, and helium resources. The Commission consists of
five members appointed by the Governor. [ encourage you to attend the next meeting of the
Commission to express your concerns. The meeting will be held October 23, 1992, at 10:00 a.m. in
room 500 in the State Capitol, West Wing, 1700 West Washington, Phoenix.

Current rules and regulations, which have been in effect for many years, do not require that a public
hearing be held before a permit to drill for oil, gas, geothermal, or helium is issued. Driiling an
exploratory well is a temporary event that, with current technology and expertise, is accomplished
with minimal impact and, for most wells drilled in Arizona, is completed within a2 month. Likewise,
there is no requirement for a public hearing prior to the drilling of water wells.

One of the primary reasons for regulating the drilling and production of oil, gas, geothermal, and
helium resources is to protect ground water. When we receive an application for a permit to drill,
we routinely check with the Arizona Department of Water Resources to determine the locations
and depths of water wells present within a one-half-mile radius of the proposed drilling location.
This information is necessary to determine whether the amount of surface casing proposed by the
operator is adequate to protect the ground water. We were informed that the deepest water well
within a half-mile radius of the SunCor-Melange well is 800 feet. The operator proposed to set
casing from the surface to the top of the salt, which was estimated to be at a depth of approximately
2500 feet. This depth has absolutely nothing to do with protecting the structural integrity of the
casing from splitting due to "geodetic” forces. You are totally misinformed when you suggest that
this portion of our program was established "to protect the pipe over that of our natural resources.”
Setting 2500 feet of casing to protect ground water in an area where the deepest water well is 300
teet is far in excess of what we would have required of the operator.

- .’./ i
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At the time the permit to drill was issued, we were informed that negotiations were in progress
between the operator and the Grace Drilling Company. Grace, the largest land drilling contractor
in the nation, currently has 182 drilling rigs operating worldwide. The operator was expecting to
spend a large amount of money, perhaps as much as a half-million dollars ar more, to drill the well
and was trying to lacate an experienced driller with the type of equipment that would be required.

Drilling has been going on routinely for many years and a tremendous amount of expertise,
experience, and technology have been developed. In terms of making a profit, or even recovering
the initial investment, it is, indeed, a risky venture. The bond required, $5,000, was determined by
the Commission years ago and has been reviewed several times since. That amount is considerad
to be adequate to plug a well but not too high to discourage a company from drilling. To suggest
requiring a bond equivalent to cover, at a minimum, 125% of the cost for engineering and ;
construction of a well is not realistic. Following that guideline, a bond of at least $625,000 would 1

have been required for this well, based on an estimated engineering and construction cost of a half-
million dollars.

It seems unnecessary and unrealistic to me to suggest that monitoring wells should be installed as
part of the well construction process. Drilling mud forms a thin seal on the rock in the well bore
that prevents contamination of the ground water through an uncased hole. Properly cemented
casing is emplaced to protect the ground water from contamination immediately thereafter.

The Arizona Geclogical Survey takes its responsibility for regulating oil and gas drilling very
seriously. This includes the permitting process as well as verifying whether the well is constructed £
and completed properly. Mr. Steven Rauzi and Mr. Richard Trapp were both present September
8-11, when the casing was set and cemented, and Mr. Rauzi was present when the well was plugged
and abandoned September 27. It is not necessary for an inspector to continuously stand on the
derrick floor to verify that proper procedures are being followed.

Drilling an oil well is an expensive venture. Once the rig is on location, the operator is concerned
that the drilling proceed as expeditiously as possible. The operator is paying for the rig time
regardless of whether drilling is in progress. Your suggestion that Arrowhead’s interest in getting
the drilling accomplished in as short a time span as possible so they could maximize the
partnership’s profits at the expense of their neighbors is, at best, based on misinformation.

SunCor and Arrowhead cooperated fully with us at all stages of the process, consistently showed
conceri: for protecting the ground water and the environment, in general, and hired a highly
qualified drilling contractor, which constructed a well that far exceeded minimum requirements to
protect the ground water. -

I hope you are able to attend the Commission meeting October 23. In the meantime if you have
any questions or would like clarification, please give me a call.

Very truly yours,

n %

Larry D. Fellows
Director and State Geologist
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ce: Jan C. Wilt, Chairman, Arizona Oil and Gas Conservation Commission

J. Dale Nations, James E. Warne,Jr., Barbara H. Murphy, and Zed Veale, members of the
Arizona Qil and Gas Conservation Commission

Joe Lane, Special Assistant, Office of the Governor _

Rita Pearson, Executive Assistant, Environment/Natural Resources, Office of the Governor

Greg Wallace, Arizona Department of Water Resources

Bob Denny, Arizona State Senate, District 15 — 4w s/ra Tuj-vr

Kyle Hindman, Arizona House of Representatives, District 157 ,.pp . . iie.

Bob Williams, Arizona House of Representatives, District 15 *

Raymond W. Bedoya, Mayor, City of Avondale

Carlos Palma, City Manager, City of Avondale

Perry Hubbard, Mayor, City of Litchfield Park

Bob Musselwhite, City Manager, City of Litchfield Park

John Ogden, President, SunCor Development Company

Harold Laycraft, President, Arrowhead Resources Ltd.

———

3

R UL N NOPL e 0




e,
i,
e

S Attt A e S T

e e ey

Z27-52

U T /W, Aeke /]

G'/Iy o/ /itfnfa‘!/{

AL A Lottt

4%.«/& /-e,. Atz £5323

7Y, \Z—Mf

/’ -
./Vf .enc/o:a/ el artecle Dot FLe e fr o?( ol

'mzm/é:‘ ﬁeéméqc vzt @x ptrlice  sa bitlas Bor coatpt

,_;.,'/' %& dZAug/ (:gn YT By | ﬁf_f‘. k:!r._g A G 1;;_._ -IS!&_ML_P £
- 4{}4 ‘/ét;f A‘y /(I:f Z_ 7‘@_4_{ L(/au (-Vd(.(/c/ é‘f

a/f'p'//(e/ Flu el Fot  Fbe 2ar/E Strave sy  Ale

S e M&t}_@ﬂﬁa_u_/_ﬁmf, el Yl la/c 74)‘

Aiﬁwé!qc/ o/ [ o’a{,_ 2/‘.34/(?!497[/" ‘(/.;M::.// hrom)  Kivowen
atf. 4/’:(-! Dh'/ﬁn}- (‘;M'pq.t/"l

T4e A fl‘d‘m‘(&sc/ il Gl et S rerclLes i

ﬁfﬁéﬂ} o,/ okr /%‘45. 72( //'ﬁé/%'adc/ 67[ 0,/ dqc{/f,ﬁ ;:q.t

. i X
rpmcéu'ﬂ'm ol ﬂ?qfa'zg}q:a quﬂ/{u Goiag__ SES Veby, wety

}em;,-;{ ‘.

g'ﬂf_{(«z ly o,
Vi

ST
SHeoesy £ Kdtuez;




(

Er

An Qil Rig at the Grand Canyon?

Figure . Qil rig at Yavapai Point {cenier) provides solution (o waler stzpply puoblenat
Crand Cangon Viltage (foreground). Phole cowtesyy of Texas Eastern Cop

Figure 2. Bit and reamer at breakout point in Cambrian Muae Limeone on canyun's
soreth watl. Photo by Flarcia Latlimore.

Oil and water usually don't mix, but on the South Rim of the Grand
Canyon, the National Park Service has blended both ina solution to a
long-standing problem. The Federal agency askedthe oilindustryto use
its drilling technology and expertise to increase the water supply to Grand
Canyon Village. The problem was not lack of a water source, but rather
difficulty in bringing the water from the fndian Gardens purnp station —
2800 feet down in the canyon—up ta the canysn fim.

Roaring Spiings, a natural spring that gushes fromthe rocky NMorth
Rim of the canyon, is the source for Bright Angel Creek, which flows
through a chasm high on the canyon’s north wall. Water from the creek
flows mostly by gravity through a pipeiine that extends some 12 miles
down the noith face to the Indian Gardens pump station on the south
face. The North Rim is about 1,000 feet higher in elevalion than the
South Rim.

From Indian Gardens, water had been purnped up to the South

" Rim through an old pipe systern built in the 1930’s. Because it was

\.

FIELDNOTES, Spring 1986

exposed alonyg the canyon wall, the system was subject to silting,
freezing, and damage froim rock slides. It also provided an inadequate
supply of water.

The Park Serdce had considered rebuilding the old system or
trucking water lo the village, but a feasibility study by McLaughlin Water
Engineers recommended drilling a directional hole near the canyon
face that would emerge near the pump station. The study found that
this aliernative would not anly provide the best, most efficient means of
transpaonting water, but would also be less harardous for workers, have
less impact on the environment. and be less expensive than other
proposals. The report noled, however, that conventional water-weit
drillers could not pravide the lechnalogy and expertise required for
such a project; oil industry drilling methods were needed o meet
specifications.

Last year the Park Service asked Grace, Sheursen and Moore, an
Oklahoma City petroleum engineering group, to develop plans for a
high-angie directional hole. Brinkerhoff-Signal, a drilling subsidiary of
Texas Eastern Corp., was then hired to erect an oil rig and begin drilling
250 feet from the canyon's edge (Figure 1).

Diilling the 14}-inch borehole took 49 days. The biggest challenge
was drilling at a 65° angle using air, rather than mud, to remove cultings
and to cool and lubricate the downhole motors and equipment. The
conventional use of drilling mud would have led to lost circulalion
because of the highly fractured limestones and large solution cavitiesin
the canyon wall. Drilling wilh air usually leads to torque and drag build-up
on the drillstring. This problem was alleviated by the use of a soap,
water, and polymer mist to cool the downhole motor and lubricate the
bottomhole assembly.

The bosehaole penetrated a Paleozoic sequence, from the Permian
Kaibab Limestone at the rim o the Cambrian Muav Limestone near the
pump station, The haole, just a few feet off target, emerged at an
advanlageous position to the station (Figure 2). Gyroscope and mag-
netic single-shot methods were used to guide the direction of drilling.
The hole encountered no structural features or faults in its path, which
toialed 5,075 measured feet. True verical depth of the hote is 2.800 feet,
with horizontai displacement of 3,800 feet (Figure: 3).

The hole has already been set with 1 0%-inch casing, into which an
83%-inch water line will be installed. The line will be coated inside to
prevent rusting.

The project, which should be completed dusing the summer, will
furnish walter for the ranger station, tourist lodges, restaurants, and
associated services in Grand Canyon Village. The Park Service estimates
that between 2 and 3 million persons visit the village each year.

— Excetpted from “Hightech delivers results; oil patch helpsin Grand Canyon,”
by Mary Fritz. Published inthe February 1986 issue (vol. 7, no. 2) of Explorer, the
monthly newsletter of the Amelicon Association of Pelroleurn Geologists
{AAPG). Used wilth permissioi.
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525 NORTH CENTRAL AVENUE » AVONDALE, ARIZONA 835323 » PHONE: 932-2400

September 21, 1992

Arizona Geological Survey
845 North Park Avenue, #100
Tucson, Arizona 85719

Attn: larry D. Fellows, Director and State Geologist
Project: SunCor-Melange Well No. 32-23

Dear Mr. Fellows,

The City of Avondale wishes to express objection to the
construction of the wildcat well known as SunCor-Melange
No. 32-23. We are displeased with the Arizona Geological
Survey (AGS) for issuance of a Permit to Drill without
giving the City the opportunity to appear and be heard
from at a public hearing. We are concerned about the
environmental impact this exploratory well may have on
our municipal water supplies.

We feel that the review process employed by the AGS was
totally inadequate. To beqin with the Application For
Permit to Drill Or Re-enter submitted by Arrowhead
Resources Ltd. appeared to be incomplete or lacking
pertinent information. In the first place, the driller
for the proposed 6,000 feet deep well was not known. It
seems obvious that the success of a venture of this
magnitude would be dependant upon the qualifications of
a competent gqualified driller to be approved by BAGS.
Secondly, the Survey map does not depict the impact the
wildcat well has on encroaching City property. The
City’s strip annexation area was not included on the map.
0Of greater concern to us is the omission of our primary
municipal wells. We have two wells located within 3000
feet of the o0il well, one of them being located in
section 23. We are dismayed that AGS’ research of
Arizona Department of Water Resources’s records did not
acknowledge existence of these wells. Our expressed
concern is that these wells provide water for our City’s
municipal needs from the last good aquifer remaining
available to the City. It is imperative for us to insure
adeguate and complete protection of the water resources
available to the city. Yet, AGS’s permitting process
denied us the opportunity to express these eminent
concerns. AGS’s rules and requlations must be changed to
afford us this capability.
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This well is in the fringe of Avondale’s active and Progressive
development areas. We are concerned not only about aquifer

N

City to €Xpress our

x’; protection issues, but also air and noise pollution issues as well.
Yet AGS’s permitting policies did not Provide a platform for the

concerns. It appears that AGS needs to

exercise common sense to revise their policies to account for
regional and neighboring community needs.

and requlations is y
accident, it should
communities to bear t

nfathomable. In case of ap environmental
not be the Tésponsibility of the local
he cost of a potential cleanup, letting the

foreign Companies skate away virtually unscathed. A bonding amount
should be provided to cover, at a minimum, 125% of the cost for
engineering and construction of the well.

ﬁmalking with Mr. Stephen Rauzi of AGS, we were under the impression
‘ 11 b

1> 5" "that the casing wi
b?éhuﬂ-salt dome if it shoul
et

A didat 2500 feet to Protec
JJFH.splitting due to geod
wt i

natural resources. I
required it should pe

€ a minimum of 2500 feet or to the top of the
d be lower. According to Mr. Warren Downs,

¢+ Manager Farm and Administration for SunCor, the casing was stopped

t the structurai integrity of the casing from
etic forces. It is a sad commentary that a

s pProgram could be established to protect the Pipe over that of our

t would appear that if a stronger pipe were
installed.

plans, and not just a few critical operations. Cementing
Procedures are extremely important, but so are the other features

of construction, such
provided, constructi

as verifying actual length of casing being
on practices employed, or dealing with

potential hazards that may arise due to construction.

Monitoring of surrounding aquifers needs to be an integral
component of the construction Program. The last time ADWR took

area was four years @go. Monitoring wells

should be installed as part of the construction process. Water

completed before, during and after well

construction to determine if any deterioration of water supplies is
occurring and if clean-up operations are needed.

It is evident that dri

regional concerns. It is unfortunate that the developers did not
exhibit the wisdom of approaching the City to obtain Project
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approvals. The only interest they expressed is the ability to get
the drilling accomplished in as short a time span as possible.
Which emphasizes Arrowhead’s concern for maximizing the
partnership‘s profits at the expense of their neighbors.

In conclusion, AGS must adopt new rales and regulations to
incorporate, and not ignore, the concerns and needs of surrounding
communities impacted by drilling endeavors. The permitting review
process must be advanced to include regional goals and concepts
other than that solely of the wildcatter.

Sincerely,

Public Works Director

Copies:
_Carlos Palma, City Manager, City of Avondale
- Raymond W. Bedoya, Mayor, City of Avondale
_ Bob Musselwhite, City Manager,

City of Litchfield Park
_ John Ogden, President, SunCor Development Company
~Harold Laycraft, President, Arrowhead Resources Ltd.
_~Senator Bob Denny

' _ Representative Kyle Hindman

_Rita Pearson, Governor‘’s Qffice

suncor23.001




State of Arizona

Arizona Geological Survey

845 North Park Avenue, #100
Tucson, Arizona 85719
(602) 8824795

Larry D. Fellgws
Director and Staies Geologist

September 3, 1992

Mr. Larry Udall
2712 North 7th Street
Phoenix, Arizona 85006

Dear Mr. Udall:

This letter is in response to your telephone call today concerning the oil exploration weil
being drilled in T. 2 N., R. 1 W_, sec 23. Please note that a well drilled for oil is the same as a well
drilled for water except that a well drilled for oil is normally drilled deeper and is regulated bya
much stricter set of rules and requirements. As you can see from the enclosed rules on casing
requirements, these rules are written to ensure the protection of natural resources including all fresh
water aquifers. Along with the enclosed rules, I have enclosed a copy of Arrowhead Off and Gas
Ltd’s application and their permit to drill.

Note that on the bottom of page 2 of the application, Arrowhead Oil and Gas Ltd's casing
program calls for steel pipe (casing) to be set from the surface to a depth of 2,500 feet or wherever
they penetrate salt. This casing will be cemented throughout its entire length to seal off and confine
all waters to their respective strata as required in R12-7-109. As [ mentioned on the phone, a

representative of this office will be on site to witness the cementing operation and to make sure that
cement is circulated to the surface.

Enclosed with the hard copy of this letter and attachments is (1) a memorandum of my
discussion with the Department of Water Resources concerning the freshwater aquifers in the vicinity
of this well and (2) the detailed drilling program for this well. Please note that the casing will be
cemented in two stages as described on the last page of the drilling program, the first stage from the
bottom of the casing to 1,200 feet and the second stage from 1,200 feet to the surface. The two stage

cement job reduces the amount of pressure at the bottom of the hole that would otherwise result from
a 2,500-foot column of cement.

Sincerely,

Steven L. Rauzi
Qil & Gas Program Administrator

Enclosures

cc Larry D. Fellows
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State of Arizona

Arizona Geological Survey

845 North Park Avemue, #100
Tucson, Arizona 85719
(602) 882-4795
Fife Symington Larry DD. Fellows
Governor Director and Stz Geologist
August 25, 1992
R PR Dl

Mr. Jim Mitchell ST
Environmenial Specialist
City of Avondale B
325 N. Central

Avondale, Arizona 85323

Dear Mr. Mitchell:

This letter is in response to your telephone call today concerning the oil exploration
well to be drilled in T. 2 N., R. 1 W., sec 23. Please note that a well drlled for oil is the
same as 2 well drilled for water except that a well dril'ed for oil is normally drilled deeper
and is regulated by a much stricter set of rules and requirements. As you can see from the
enclosed rules on casing requirements, these rules are written to ensure the protection of
natural resources including fresh water. Along with the enclosed rules, T have enclosed a
copy of Arrowhead Oil and Gas Ltd’s application and their permit to drill.

Note that on the bottom of page 2 of the application, Arrowhead Oil and Gas Ltd’s
casing program calls for steel pipe to be set from the turface to a depth of 2,500 feet or
wherever they penetraie salt. This casing will be cemented throughout its entire length to
seal off and confine ail waters to their respective strata as required in R12-7-109. As I
mentioned on the phone, a representative of this office will be on-site to witness the
cementing operation and to make sure that cement is circulated to the surface.

Sincerely,

f;/_,&gm, { (?aww\/

Steven L. Rauzi ‘
Oil & Gas Program Administrator

Enclosures

cc Larty D. Fellows
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PERMIT ISSUED TO DRILL OIL WELL NEAR LITCHFIELD PARK

A permit was issued by the Arizona Geological Survey on July 8 to Arrowhead Oil and
Gas, Ltd. to drill an exploration well about 1 mile northeast of Litchfield Park. The well, the

32-23 Suncor-Melange isin T. 2 N., R. 1 W_, sec. 23 and has a proposed total depth of 6,000
feet.

In accordance with Arizona Revised Statutes § 27-513, the Arizona Geological Survey

issues a permit to drill when proper application for a permit is received and found to be in
accordance with rules and law.

The operator of the well, Arrowhead Oil and Gas, Ltd. expects to prepare the location,
move in the rig, and start drilling operations sometime during the last week of August. The
operator is to notify the Arizona Geological Survey before the drilling operations begin. The
operator of the well contacted us this moming, August 2T, to report that the location was being
prepared and that they hope to start drilling on August 29th.

Our records show that the only previous oil exploration well drilled in the vicinity of this
well was the Bob James #1-19 Suncor well, which was drilled in T. 2 N,R.1W,sec23 (4

miles west of this well) in the summer of 1988. The #1-19 well penetrated several thousand feet
of salt with minor showings of organic material at several zones, but was plugged and abandoned
that summer in compliance with the rules of the Oil and Gas Conservation Commission.

. For additional information, contact the Arizona Geological Survey, 845 N. Park Avenue,
Suite 100, Tucson, Arizona 85719, phone (602) 882-4795.

s
Steven L. Rauzi

Oil and Gas Program Administrator
August 21, 1992




T

Mouoday, August 17, 1952 !

to be sunk
in Valley
Canada wildcafters
plan test on long shot |

By Guy Webster
The Arizona Republic ) o I

A Canadian company plans to drill for '
oil within a few weeks about 15 miles
west of downtown Phoenix, citing an
underground salt dome and ather faver-
agle indications, but acknowledging that i
the project is dicey. . l

Internationzl Dusty Mac Enterprises .
L:d. of Vancouver, British Columbia, and
partners will bore an exploratory -well as
deep as 6,000 feet on Iand- gwned by
Sancor Development Co., Dusty Mac
President Harold Laycraft said Friday. :
Drilling probably will begin by the end of |
August, hesaid. - g o

The drilling site is between Dysart and
El Mirage roads and between Camelback
and Indian School roads, on the former
Goodyear Farms near Litchfield Park, ;
Suncor President John Ogden said. . ..

Phoenix-based Suncor, a subsidiary of
Pinnacle West Capital Corp., would
receive royalties if any oil was produced,
but Cgden emphasized that the initiative
for the project came from Laycraft’s
Zroup. Pinnacle West also owns Arizona
Public Service“Co., the state’s largest
electric utility.

“There are several indications that
could be positive,” I.aycrafg said. The
thick, buried layeg_of sait in the area
resembles salt domes associated with
mujor oil finds in Texas, Louisiana and
elsewhere, he said. .

Also, traces of oil, though not in
commercially recoverable amounts, have
been found in earlier test wells northwest '
of the sait dome, hc‘ said. The theory
behind the project is that oil from
sedimentary layers under the salt layer .
may be trapped just below the impervious i
salt. ’ :

“A wildcar well -always involves risk, -

— Sew CARMMAN, page E6

.E6 The Arizong Repuhlic

Canadian wildcatters to drill

-"-o ! - .
for oil on former farm in

west Phoenix

— CANADIAN, from page El

but if it were successful, it would be,
potentially, a very large discovery,”
Laycraft said. ’ i

He declined to forecast the cost of '
the exploration project. :

Steven L. Rauzi, oil- and gas-pro-
gram commissioner for the Arizona
Geological Survey, estimatsd that a
project of the scope of Dusty Mac's
would cost $500,000 or more, mostly
for the drilling Other costs would
cover preliminary seismic testing and
mineral-rights leases. :

Rauzi identified the Suncor area as
a potential oil source in an article
published last summer in Oif & Gas
Journal, a trade publication.

“It's quite a risk, but there is a

chance, and it has not really been
tested yet,” he said Friday.
- Rauzi explained that the thick sait
deposit appears to have been produced
by an ancient salt lake. Abundant life
in that type of lake, such as brine
shrimp and plankton, could have
produced richly organic sediments.
Those sediments, under thousands of
feet of sait and other sediments, could
have turned into oil held in place by
the salt, Ravzi said.

Traces of oil that have besy found
in wells northwest of the salt deposit,
in the Wittman and Beardsley arcas,
could have migrated from the area of
the Suncor land, he said. }

A 4,000-foot-deep well drilled in

1988 near the site of Dusty Mac's
planaed well hit lots of salt bat no oil,
according to Rauzi’s 1991 article,

“The salt in the Suncor well may
serve as a trapping mechanism to oil
and gas below the salt,” the asticle

Nyal Niemuth, resources specialist
with the Arizona Deparument of
Mines and Mineral Resources, saigd
that the large salt deposit already is
being used commercially for produc-
ing salt, and that propane and butane
are stored in cavities created by
eXcar ating the salt.

Dusty Mac's partners in the project
include Vancouver-based Arrowhead
Resources Ltd. and Sundance Re-
sources Ltd They had AMH Group
of Calgary, Alberta, make an indepen-
dent evaluation of the site’s potential,
Laycraft said. The partners have
acquired mineral-rights leases to more
than 72,000 acres in the west Valley.

The AMH report said that chances

of finding oil are low bur that
exploration costs also would be jow. If |

oil was found, it could be “one of the
largest onshore oil discoveries within
the lower 48 states,” it said.

Contributing to this article was Temrry
McDornell of Tha Arirona Republic,
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Wednesday, September 15, 1992

The Arizona Republic

Expect to know
in days whether
drill site 1s good

By Guy Weabster \
The Asizons Reputise

Ol prospectors near Litchficld
Patk said Tuesdsy {hat they are
enceuraged by their first 3,600 fect
of drilling, and that they eapect to
know within a few dayt whether
they™ve goi an o1l well or a dry
hole.

A contract crew working
round-the-clock for the three Ca-
padian firms investing in the
project has boen sinking the lest
well about 250 fect per day. The
goal is 6,000 feet or so.

atuve » surrounding cotion Geld
on land ownzd by Phoenix-based
Suncof Development Co. at Dy-
sart and Indian School roads.
Suncor, sisler company 1o the

the projeck pans ont.

The drilling rig rises 130 feet

Atirona Public Szrvice Co. under
the Pinnzcle West Capital Corp.
holding Arm, has lcised the
mineral rights to the wildeatters in
return for a share of oil incoms if

A pube of excitement paksed
— Soc WADCATTERS, page ES

Wildcatters encouraged
by west Valiey 011 prOJect

- Greg Ethridge, a drilling enginesr at the 130 foot oif fig near Litchfiekt
Park, 15 parl of a crew that has been working round-the-tlock to sink a
test well. Coarss salt (left pholo) hae bean coming up the pipe lately as
+. tha driling rig bocas through a thick underground fayer of sa!t deposils,
“wﬁ:hmayﬁeuesewoolol -

R

by Jobw Serrrora | The Artrons Republic

Wildcatters encouraged

— WEDCATTERS, from page EJ

through the 10 or 50 men al the sitc
Tuesdsy morning s, over the roar of
generators and motory, the news was
shouted from person (o person,
*There's C2 on the hot wire”

The hot wite is a moniloring
system to identify any gas coming oul
of Lhe Bole, explained Greg Ethridge,
dsilling enginesr. Ethanc gas is called
C2 berause it has two carbon aloms
per molecule. Until the ethane showed
up, the only organic-gas Iraces had
been methane, ifs one-carbon cousin.

“When you slarl geiting C2, it
suggests you're geiling inlp heavier
hydrocarbons, and hopefully, moving
toward pil,” said Harold Laycraft,
feadcs of the threccompany pariner-
ship pulting up the moncy.

*I's l'ar from definitive, but f is a
good sign.”

Layeraft is president of Arrowhead
Recources Ll and  Toteanational
Doty Ve Fotapives 130 Ve

+

ventures third partner & §

foot  exph 5 welb dilled four

Resourees Lid. All three are hased En
Varcouyer, British Colembin

The companies have nol disclosed
how much they are spending on the
Litchficld Park gamble. Steven L.
Ralm. oil- and gas- program commis-
sioner for the Anzona Geological
Survey, cstimated thal » project of this
scope costs about $500,000 for drilling
ard preparalory expenses,

An article that Ravzi wrote for an
industry publication last year identi-
ficd the Litchfiedd Park area as a

- polential source of oil trapped beneath
e thick underground lages of st

deposits from an ancient Iake.

Layeraft =aid about one of every
cight wildcat wells in the United
States makes a find that pays ofl.

*We think oor chances of success
here are lughcr than average, by 1]
wide margin,” be said.

The favorable indications, Laycraft
said, include several neathy occus-
rerces in past decades of ol seeping
inte wrlace or well water, traces of
nobr b e duane Toped xRN

miles away in 1928, and sefsmic-test-
ing results consistent with a model of
potential oil-bearing layers beneath an
underground salt dome,

So fas, the Tayers the drill has hit
have matched the psedictions, Eth-
ridge said.

The crew from Datlas based Grace
Dhilling Co. includes veterams of ol
exploration in Californin, Wyoming.
Oklahoma and other states.

Part of the work's appeal, said
Gene Kramer, 8 Grace tool pushec
from California, is the suspense of
exploring the unknown. A tool pusher
is a foreman who sulivemsu drifling
optfaimt at an oil well

Even i the project has the Juck to
find oif, dow’t drive out to look for a
gushzr, )

The ofl 7ig Includes three systers
to contain ol, if there is any, rather
than alfow the hazard and waste of 1
blowoul, Ethridge explained.

“This isn’t the mosie (Fant,” h
said. “IF there were 8 blowout, 1'd
piethle hws iy g™

; /o0 TR,
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Notice of Proposed Rulemaking
Submitted to the Governor’s Regulatory Review Council

Pursuant to A.R.S. § 41-1052

1. Name of Agency: 0il & Gas Conservation Commission

2. Rules Being Submitted to the Governor’s Resuiatorv Review Council:

A. Repealed: A.A.C. R12-7-177, Appendix 1 in Article 1, and Article 2 Geothermal
Resources R12-7-201 to R12-7-294

B. Adopted: A.A.C. R12-7-125, R12-7-175, and R12-~7-182

C. Amended: A.A.C. R12-7-101, R12-7-119 to 512—7-—122, R12-7-126 to R12-7-129,
R12-7-176, and R12-7-178 to R12-7-181

D. Renumbered: A.A.C. R12-7-181(1)(h) through (1)(m) as R12-7-182

3. _Summary of Rules: Repealed rule is redundant with R12-7-110, repealed Appendix 1 because
e_ﬁll reiference to it has been removed, and repealed Article 2 because it has been fully
integrated into Article 1. The adopted rules requlate temporary abandonmént, permitting
of 1pj§ction wells, and operating and closure of LPG storage wells, respectively. The )
remaining rules were amended to remove definitions repeated in statutes, update and

clar:f_fyllanguagz, edit for consistency ané grammatical accuracy, remove gender-specific
terminolegy, and incorporate lan e tp include them? 1
4. Date of Governor’s Rezulaiorv Review | Caunel meet]in ACWRICH T8 els jre teniatively scheduled

1o be heard: January 5, 1993
3. Agency Contact Person:

Name: Steven L. Rauzi, 0il and Gas Program Administrator, Arizona Geological Survey
Address: 845 North Park Avenue, Suite 100, Tucson, Arizona 85719

Telephone Number:  (602) 882-4795
6. Authorized Officer:

Signature of Officer
‘Jan _C. Wilt

Name of Officer (Typed) _
Chairman, 0il & Gas Conservation Commission

b el T e A

Title of Officer (Typed)

Date
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State of Arizona
State Capitol, West Wing, Suite 706
Phoenix 85007

The Office of The
Secretary of State

NOTICE OF PROPOSED RULE MAKING

@

FOR USE BY
SECRETARY OF STATE

Name of Agency QIL, AND GAS CONSERVATION COMMISSION (ERTZONA GILIGICA, SRVEY)

Agency contact person (name, address, phone) STEVEN L. RAUZI, 845 N. PARK AVE., STE
100, TUCSON, ARIZONA 85719 PHONE (602) 882-4795

General and Specilic Statutory Authority for propased rule makiag: A.RS.

27-517, 27-522, 27-652, 27-6533, 27-655, and 27-656

§ 27-501 to 27-503, 27-515 to

Check and completz applicable items below to show propesed rule making (show A A.C. Rule Numbers);
{0 REPEAL (deleting cxisiting ules) A.A.C. R12-7-177 , APPEMDIX 1 in ARTICLE 1, and
ARTICLE 2 GEOTHERMAL RESOURCES R12-7-201 to R12-7-294

a

ADOPT (new rutes) A.A.C. R12-7-125, R12-7-175, and R12-7-182

AMEND (changing existing rates) A.A.C, R12-7-101, R12~7-119 to RL2-7-122, R12-7-126 to

R12-7-129, R12-7-176, and R12-7-178 to R12-7-181

RENUMBER EXISTING RULES A.2.C. R12-7-181(1)(h) through (1)(m) as R12-7-182

W
O

Incorporation by Reference

None A A C Rule Numbers

Check the following required items to show that they are included in this document:

O
O
O

Form R101, an criginal and two copies of the Form and each attachment. [

Informative summary of proposed rule making for publication in Register. [}
Text of rules. 0O

Economic impact statement.
Statement of impact on small business.
Three copies of incorporation by reference.

a

Check if these rules were previously adopted as an emergency. O

Check if change in text.

[&]

NOTICE is given that any person may file written comments on the
proposed rule making with the agency contact person on or before

O

[3] Certificate of Authorized Officer

MARCH 1 ,19 93
The agency hag schedoled oral proceedings to be beid at Signatore of Officer
’ Arizona
Address Gty Jall C. WILT 882-4795
at the hour of on the day of Typed Name of Officer Telephone
, 19 CHATR}MAN

The agency has pol scheduled oral proceedings but will do s

OIl. & GAS CONS. COMM. 10/23/92

if five or more persans file writlen requests with the agency Tide
conlact person within thirty days afler this Matioe is published
in the Administrative Register.

Date

Rev. 11/88 Form R101
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INFORMATIVE SUMMARY

The Oil and Gas Conservation Commission proposes to (1) repeal A.A.C. R12-7-177 in Title 12, Chapter
7, Article 1, because it is redundant with R12-7-110 and R12-7-11], repeal Appendix 1 in Article 1
because all reference to it has been removed, and repeal Article 2, Geothermal Resources, because it has
been fully integrated into Article 1; (2) adopt A.A.C. R12-7-125 10 regulate the temporary abandonment
of wells, adopt R12-7-175 to define which types of injection wells require a permit from the Commission,
adopt R12-7-182 to regulate the operating requirements of LPG storage-well systems; and (3) amend the
title of Article 1 to reflect the incorporation of language to regulate geothermal resources and amend
A.A.C. R12-7-101, R12-7-119 through R12-7-122, R12-7-126 through R12-7-129, R12-7-176, and R12-
7-178 through R12-7-181 to remove definitions repeated in statute or not used in the rules, update and
clarify language, edit for consistency and grammatical accuracy, remove gender-specific terminology,

account for currently accepted practices in the regulated industry, and incorporate language to include

geothermal resources.
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Section

R12-7-101.
R12-7-119.
R12-7-120.
R12-7-121.

R12-7-122.

Lf]

CHAPTER 7
OIL AND GAS CONSERVATION COMMISSION

ARTICLE 1

OIL, GAS, AND HELIUM, AND GEOTHERMAL RESOURCES

..............................................

..................................

Notification of Ffires, leaks, spills, and blowouts, and other undesirable events . . . .
Well completion and filing requirements .. .............._ .. .. . ..
Rewerlk—and—Recompletion —shoeting—and—treating and routine maintenance

Operalions . ... ...

R12-7-125.
R12-7-126.
- RI2-7-127.
Ri2-7-128.
R12-7-129.
R12-7-175.

R12-7-176.

R12-7-178.
operations

RI12-7-179.
R12-7-180.

R12-7-181.

iatention Application to plug and abandon

...........................

................................

.................................

....................................

Notice of commencement, and discontinuance, and transfer of injection

..................................................

Testing and monitoring of injection wells Reeordsandreports ... ... ..., . . . .
Supplementary requirements for sStoragewells . . ......... ... ... ..
Storage-eavity-dDesign and construction of storage wells and cavities . . ... ... ..

R12-7-182. Qperation, inspection, and closure of storage-well Systems . . ...............
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R12-7-101. Definitions
In this chapter, ubnless the context otherwise requires;;-the-words-hereinafier defined-shall-have
he-fallowi . ben-found-ind les. "

1 " AP1" means American Petroleum Institnte which is the teading standardizing organization

for the oil and gas industry.

2. “Barrel” means 42 (US) gallons measured at 60 degrees Fahrenheit and atmospheric

pressure at sea level.

3. "BTU" means British thermal unit and represents the quantity of heat required to raise
the temperature of one pound of water one degree Fahrenheit at or near 39.2 degrees Fahrenheit.
5. 4. “Commission or Commissioner” means the State Gil and Gas Conservation

Commission or any person lawfully empowered to act on their behalf.

* 5. "Condensate” means the liquid hydrocarbons recovered at the surface that result
from condensation due to reduced pressured or temperature of petroleumn hydrocarbons existing initially
in a gaseous phase in the reservoir.

8- 6. "Cubic foot of gas" means the volume of gas contained in one cubic foot of space
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1 at a standard pressure base of 14.73 pounds per square inch absolute and a standard temperature base of
2 60 degrees Fahrenheit.

3 9 7. "Day" means a period of 24 consecutive hours from 7 a.m. one day to 7 a.m.

Al

T
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8. "Gas well” means any well which produces with a gas-oil ratio in excess of

50,000 cubic feet of gas per barrel of oil, or any well classedified as a gas well by the Commission.

%—n’%ﬂlmmﬂmm. = - ; § m—pﬁ&mﬂg&mﬁ- i ; 25

22

9, "Injection er-dispesal well” means any well used for the injection of air, gas,

water or any other substance into any underground stratum.

23

10.  "Mcf" means one thousand cubic feet of gas reported at a pressure base of 14.73

psia pounds per square inch and 60 degrees Fahrenheit.

Qil well” means any well which produces with a gas-oil ratio less than 50,000 cubic feet
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1 of gas per barrel of oil, or any well classified as an oil well by the Commission
2 27 12.  "Operator” means any pérson, an owner or person authorized by an owner or

3 owners, who controls the day-to-day activities of a well or facility. who-is-engaged-in-the -business-of

20 35 13, "Stratigraphic test or core hole test” means any hole drilled for the sole purpose

21 of obtaining geological information.
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R12-7-119. Wellhead and lease equipment

A, The operator shall install and maintain valves, Christmas-tree fittings, and er wellhead

connections that

1 Hhave a rated working pressure equivalent-to-at-teast100-percent-of- the-caleulated—or

ed exceeding the maximum anticipated

2. Allow well production testing such as periodic production tests, productivity or

deliverability tests, and transient pressure tests; to-detesmine-the-gas-oil-ratio-statie bettom-hele pressure

g-pPermit pressures to

_ be obtained on both casing and tubing-; and Esch-flowing-well-shall-be-equipped-to

4. Ceontrol propesly the flowing of the 0il, gas. or geothermal resources on a flowing well.

B. The operator shal! produce flowing oil wells into tanks equipped with high-low pressure

and high-Jow level shut-in_controls and shail install a safety valve that automaticaily closes on the

wellhead in the event of surface produciion equipment maifunctions.

C. The operator shall equip artificial 1ift wells with wellhead safety sensors to shut off the

source of power in the event of abnormally high or low flowline pressures.
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1 R12-7-120. Notification of Efires, leaks, spills, and blowouts, and other undesirable events
2 A, Each operator personcontrolling or-operating shall notify the Commission within 24 hours
3 of any fire, break, leak, spill, overflow, or other undesirable event that occurs at any oil, gas, or
4 geothermal drilling, producing, or transportation facility, or at any injection, disposal, or storage facility.
5 } i ¥ bl ¥ ¥ i .iig anE‘ SiE g EEF“ ] i ‘EE l!'le ! EE
6
¥i
8
9
]
10 :
j
11
12
3:“*.-
13
14 B. Each operator shall file a final written report within 15 days of resolving incidents
15 described_in_subsection (A) giving full details of the incident such as the location by guarter-quarter
16 section, township and range; date and time of occurrence; specific nature and cause of the incident; B
17 resultant damage: action taken to correct the situation and prevent its reoccurrence; and losses of -
18 hvdrocarbons or geothermal resources.
b 19
B 20
4
22
23 i i 5 : - ;
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R12-7-121. Well completion and filing requirements
A, For the purpose of this rule only, a well shall be determined to be completed when jt is

capable of production or when testing as required by the Commission is concluded; has been temporarily

abandoned for anv reason or placed in any other status category; or has been plugged and abandoned.

Az B. The operator shall file aA completion report en-Foewr-d-(see-Appendix—)-shal

be-filed with the Commission within 30 days after the completion of a well. Immediately-thereatterthe

eorrectness Other well data, including all logs, tests, and surveys shall be filed with the completion report

or within 30 days after the completion of the any well, drilled-

C. The operator shall furnish sSamples of all cores and cuttings, at a maximum interval of

ten feet if drilling rate permits, shall-befurnished to the Commission within 30 days of the-eempletion

or-abandenment-of removing the drilling rig from the hole. well-from-which-said-samples-were-taken:

All samples and cores for the Commission shall be handled as follows:
1. All samples shall be properly washed and dried.

2. An-amount-the-equivalent-of-twe Approximately three tablespoons; of each sample shall

be placed in an envelopes or other suitable wrapping aad showing the identification of the well from

which_the sample originated, the location of the well, the Commission’s permit number, and etearly

jdentified—as-to the depth at which the sample # was taken. Envelopes-shall-be-packaged-in-boxes—of

BN
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4— Samples-of-al-wells shall be shipped es—mailed;—charges prepaid to:

Qil and Gas Program Administrator

Arizona Geological Survey

845 North Park Avenue, Room 100

Tucson, AZ 85719

Oil-8-Gas-C o C -

Phoenix-Office

Universitv-oEAs
Fueson-Arizora$3HD

5 4. Core samples may be furnished in chips and seitably packed and shipped as set

forth specified in Pparagraphs (2) and (3). end-3—abeve—Core-samples-shall-be-shipped-or-mated;

, id_as indicated in-P b 4 above.

. s ] owlsichl fosi l - dontiol—shall]

from-which-taken:

B D. M requested-by-the-person-fiing-an-electrieal-survey-ortog Upon written request

by the operator, the Commission shall keep sueh—teg any well information required in this Section

confidential for a period not to exceed 6-menths one year from the completion date ef-eompletion-of the

weall of a stratigraphic or exploratory hole and for a period not to exceed two years from the completion

date of a geothermal resources well.

11 be filed-with-the-Commission:




10
11
12
13
14

15

17

18
20
21
22
R 23

24

C .

R12-7-122. Rewerk-andrRecompletion —shooting-and-treating and routine maintenance operations

A. After a well has eaes been completed, it shall not be deepened, redrilled, plugged back,

of reworked, or recompleted in a different zone, exceptfor-ordinary-maintenance-operations-or-to-be

without fiest-giving10-written-days—noticeto

the prior approval by the Commission of a_written application showing the character of the proposed

work prepesed and the time when it will begin, ;-except-in-an-emergeney-es-set-out-i-theserules—The
- The Commission wiHt shall notify the applicant
in writing whether the centemplated proposed work is approved or disapproved.

B. In the case of an emergency, the an application may be made by electronic communication

orally-or-by-telegraph, and the Commission may by electronic communication efally-orby-telegraph

authorize the work; however, written application ssust required in subsection {A) shall be filed with the

Compmission within 40 ten days after emergency authorization is given, even though the work has already

been commenced or completed. ;-and-a-weitten-permit-shatl be- issued-which-shall-contain The Commission
shall confirm the emergency authorization in_writing upon receipt of the written application.

B: C. Written approval from the Commission is not reguired on routine well operations

" such as acidizing, fracturing, and repeiforating designed to induce, restore, or maintain production. The

artificial stimuiation of any well shall be carried out jn accordance with R12-7-117. Within-308-days-afier

el e shall-Eiewith theCommissi c —

Appendix1)-

e D. Within 15 days followin mpletion of work described in this Section
the operator shall file a written report with the Commission identifying the well and fully deseribing the

work performed. If a the well is recompleted, a revised Form-4-{see-Appendit) completion report shall

be filed as required in R12-7-121, with-the-Commission-within-30-daysfollowing-eompletion-of-4

10
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R12-7-128. Temporary abandonment

A. When drilling, injection, or production operations have been suspended for 60 days, the

well shall be plugged and abandoned as required in R12-7-126 and R12-7-127 unless the operator obtains
written permission_for tempor onment from the Commission. On drilling well drilling ri
shall not be removed from the hole until written permission for temporary abandonment is obtained from

the Commission. Permission granted ghall be for a period not to exceed one year. One year extensions

may be granted.

B. When reguesting temporary abandonment, the operator shall file with the Commission

a description of the mechanical condition of the well and a current corrosion, caliper, or cement bond

log. The Commission shall not approve temporary abandonment or an extension unless the operator can
show that the mechanical condition of the well will prevent damage to the producing zone, prevent

contarnination of fresh waters or other natural resources, and prevent leakage of any substance at_the

surface. The Commission may require a mechanical integrity test of the casing before approving or
extending temporary abandonment.

C. Upon expiration of the period of tempor andonment or an extensi well shall
be plugged and abandoned, unless the operator can demonstrate to the Commission why the well should

not be plugged and abandoned, and a further extension issued.

D, Before reentering any temporarily abandoned well, the operator shall give the Commission

at least ten days written notice detailing the proposed activity.

R12-7-126. Intentior Application to plug and abandon

11
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B A. Before ary-work-iscommenced—to abandoning any well, deiled—includingany
well-drilled-below-the-fresh-water-Jevel; the ownerand operator thereof shall;-priorto-the-beginning-ef
operations-of plupging the-well;-give-written-notice-on submit an application to plug and abandon to the
Commission and obtain approval, The application shall set forth the name and location of the well, the

mechanical condition of the well, the productive zone and latest production, and the full details of the

proposed work. The plan shall provide for the protection of all formations containing usable-guality

B. In the case of a drilling well or an emergency, the application may be made by electronic

'communication, erally-er-by-telegraph; and the Commission may by electronic communication eratiy-es

by-telegsaph authorize the work; however, the operator shall file written application must-be-filed within
10 ten days after the emergency authorization is given even though the work has already been commenced

or completed ;-and-a-written-perrit-shall-be-issued-which-chall-eoatain The Commission shall confirm

the emergency authorization in writing upon receipt of the written application.
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A, Before abandoning any weil, the operator shall submit an application to plug and abandon
to the Commission for approval as required in R12-7-126. All down-hole plugging shall be conducted

through drill pipe or tubing, unless otherwise approved by the Comimission.

B. Open hole

1. A _cement plug shall be placed to extend at least S0 feet below the bottom, except as

limited by total depth or plugged back total depth, to 50 feet above the top of any zone containing fluid

13
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with a potential to_migrate, any zone of lost circulation, and any zone containing potentially valuable
minerals, including noncommercial hydrocarbons, coal, and oil shale.
2. All freshwater zones shall be plugged with a continuous cement plug which shall extend

from at least 50 feet below to at least 50 feet above the freshwater zone, or a 100-foot plug shall be

centered across the base of the freshwater zone and a 100-foot plug shall be centered across the top of

the freshwater zone.

3. Open hole below the shoe of cemented casing shall be plugged with cement which shall

extend from at least 50 feet below to at least 50 feet above the shoe.

C. Cased hofe
1. A cement plug shall be placed opposite all open perforations and extend to a minimum

of 50 feet below, except as limited by total depth or plugged back total depth, to 30 feet above the
perfor interval. In lieu of the cement plu Ti lug m laced within
e open perforations and followed 1 feet of cemen

2. If any casing is cut and recovered, a cement plug shall be placed to extend at least 50 feet

above and below the stub.

3. No annutlar space that extends to the surface shall be left open to the drilled hole below.

If this condition exists, a minimum of the top 100 feet of each annulus shall be plugged with cement.
D. Plugging smud having the proper weight and consistency to prevent movement of other

fluids into or within the bore hole shall be placed across all intervals not plugged with cement. In the

sence of other information at the time plugging is approved, plugging mud shall be made up with a
minimum_of 15 pounds per barre] of sodium bentonite and a nonfermentin olymer, have a2 minimum
consistency of 9 pounds per gallon, a minimum viscosity of 50 seconds per quart, and mixed with fresh

water.

E. A cement surface plug of at least 50 feet shall be placed in the smallest casing which

14
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extends to the surface, The top of this plug shall be placed as near the eventual casing_cut-off point as

possible.
+ E. The exact-location-ofeach abandoned well shall be marked by a piece of metal

pipe not less than 4 four inches in diameter securely set in cement and extending at least 4 four feet above

the general ground level. The well location and identity shall be permanently inscribed as required in

R12-7-106(A).

or-otherwise-permanently

A- An abandoned well

location on tilled or otherwise unique land shall be marked in a manner approved by the Commission.
8 G. The drill site of an abandoned well shall be restored as nearly as possible to its
natural state, to the satisfaction of the Commission. All pits shall be filled and al! equipment and debris

shail be removed from the locaticn.

H. The operator shall notify the Commission at least 48 hours before starting abandonment

operations to allow a representative of the Commission to witness all or part of the operations required

in this Section. If the integrity or placement of any pluy is questionable, the representative may order

the plug o be tested.

c: L Within 30 15 days after the plugging of any well, the ewaer operator;-produces
responsible-therefor shall file with the Commission 2 plugging record an-affidavit-onForm+0(see
Appendix-1) setting forth in detail the method used in plugging the well, including the casing record; the
size, kind. and depth of plugs used: and the name and depth interval of each formation containing fresh
water, oil, gas, or geothermal resources.

i Seismic shot holes

1 All seismic shot holes shall be plugged and abandoned no more than 30 d fter firing.

2. eismic shot holes which do not encounter freshwater zones shall be filled with a high-

grade bentonite slurry or some other comparable plugging material as approved by the Commission.

15
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3. Seismic shot holes which do encounter freshwater zones shall be plugged with cement in

accordance with the applicable provisions of subsections and

4. Seismic shot hole locations shall be restored in accordance with subsection (G) and the

operator shall file a plugging record in accordance with subsection (I).

R12-7-128. Siratigraphic, core, and seismic exploratory holes

A. Any hole drilled for stratigraphic, core, or seismic purposes sust shall comply with all

rules in this Chapter end-regulations pertaining to the drilling of a well except these the spacing

hich_such-information-shall-be} —

B, Each hole drilled for stratigraphic, core, or seismic explesatery purposes shall be plugged

in_accordance with R12-7-12 d R12-7-127, The gperator of a stratigraphic or ¢core hole shall submit

samples and cores and file a completion report in accordance with R12-7-121. that-penetrates-below-a
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A, The landowner, the landowner’s agent, or lessee may use any well or exploratory hole

as a freshwater well provided that

1. Written approval has been obtained from the Arizona Department of Water Resources;
2. The operator has plugged the well in accordance with R12-7-127 to_a point immediately

below the fregshwater strata; and

3. The iandowner, the landowner’s agent, or lessee assumes r nsibility for the well and

its fina! plugging in a signed and notarized water-well acceptance form provided by and filed with the

Commission.

B. Filing of the notarized water-well acceptance form with the Commission shali constitute

the obligation of the landowner, the landowner’s agent, or lessee to plug the well in compliance with the

provisions with the State Water Code, Chapter 1, Title 45, Arizona Revised Statutes,

C. Upon filing with the Commission, further liability under
applicable to the well shall terminate. The Comrnission shall so notify the bonding company and gperator

jn writing so that the bond may be cancelled or made no longer effective with respect to that well.

17
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R12.7-175. Injection wells including enhanced recovery, disposal, and storage wells

A, The following injection wells used for enhanced recovery, disposal, or storage shatl

require a permit from the Cominission:

1. Class I iniection wells
a. Saltwater disposal wells: wells used to return salt water associated with oil and gas

production to the subsurface.

b. Enhanced oil recovery wells: wells used to inject salt water, gases, enhanced waters, and

steamn in order to maintain and extend oil production.

c. Hydrocarbon storage wells: wells used for the underground storage of crude oil, liguified

petroleum gas {(LPG), and other liguid hydrocarbon products in naturally occurring rock formations.

2. Other injection wells
2. Geothermal injection wells: Class V wells used to reinject groundwater or geothermal

fluids that are used_in_or are associated with the production of geothermal energy.

b. Other wells:  wells used for the underground storage of any hydrocarbons or non-
hydrocarbons that are gaseous at standard temperature and pressure, wells used to dissolve salt to create
a cavity to be used for underground storage, and wells used to dispose of brine produced in the course
of creating a solution-mined salt cavity.

B. In addition to being subject to the applicable provisions of this Chapter, the wells listed

in subsection (A) shall be subject to the following specific regulation:
1. Injection wells listed in subsections (A){1)(2) and (b) and (A)(2)(a) shall be regulated by

R12-7-176, R12-7-178, and R12-7-179.

2. Injection wells listed in subsection (A)1){c) and (A)(2}(b) shall be regulated by Ri2-7-

176. R12-7-178, R12-7-179, R12-7-180, R12-7-181, and R12-7-182.

Cc. No permits for injection welis other than those described in this Section shall be issued

18
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by the Commission.

R12-7-176. Permits for ilnjection wells

A. The injection of any substance into any ei-or gas-reserveir-to-increase-reeovery geologic
formation is prohibited unless first authorized by the Commission after notice and hearing. MNetlessthan
15 At least 15 days notice shall be given before a hearing is held for drilling a new injection well or for
converting an existing well into an injection well. for-processing—a-permit-for-an-injection-erdispesal
well- A permit shall not be required ;-hewever; for substances used wiitized in formation fracturing,
acidizatiening, or other weil stimulation techriques whose physical effects are confined to a the area near

the well bore.

B. The application for a permit o for an injection well as defined in R12-7-175 shall be

prepared in accordance with R12-7-104, shall meet all the applicable requirements of this Chapter, and
any-substance-into-any-reserveir shall contain the following requirements, where applicable:

i. A pPlat showing the location of the each proposed injection well and er-wells; the location
and status of all wells, including drilling wells and dry holes, within one-half mile of the proposed well.

The plat shall include the lease boundary lines, the names of lessees_and surface owners, within-one-half

mile-of the-injection-well-er-wells; and the name of each offset operator.
2. A geologic study, including but not limited to
a. A_contour map drawn on a geologic marker at or near the top of each injection zone in
roject ar

b. A thickness map of each injection zone in the project area;

c. At least one geglogic cross section drawn through the site of at least one injection well

in_the pi‘oject area showing structural details. any wells that may be affected by the project, and the

location of the base of any freshwater strata, defined as water having 10 m_or_less of total

19
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1 digsolved solids, or a statement that no fresh water exists; and 1
2 d. A representative electric log to a depth below the deepest producing zone identifying all E
3 geologic units including the injection and confining zones. freshwater aguifers, and oil, gas, or ‘ ‘
4 geothermal zones. 2
:
6 :
7
" 8 3. An engineering study, including but not limited to 7
! 9 a. A statement of the primary purpose of the project; E
10 b. The characteristics of the injection and confining zones including porosity, permeability,
11 thickness, areal extent, fracture gradient, original and present temperature and pressure, and residual oil,
12 gas. and water saturations; » .
13 [ The reservoir fluid data for each injection zone including oil gravity and viscosity, water -
14 quality, and specific gravity of gas;
15 5 d. A_dBescription of each injection well’s casing, or the proposed casing and
16 cementing program, and the proposed method of testing the casing before use of the injection wells. The -
17 casing shall be designed and tested in accordance with R12-7-181(C) with respect to the injection zone
18 and the well shall be tested in accordance with R12-7-179(D) upon completion;
C J 19 e. A diagram of the proposed wellhead;
’ 20 £ A casing diagram, including cement plugs, and the actual or calculated cement fill behind
. } 21 the casing of all wells within the area affected by the project, and evidence that abandoned wells in the R _
; 22 area will not cause dafnage to life, health, property, or natural fesousces: 7; "7;j - i R
: 23 g. The well stimulation program if stimulation is planned; and ‘ i 7 |
f%i 24 h. The planned well-drilling and abandonment program to complete the project, including o ' i ' '. o __ 7‘ S a
\ : : ) :

20
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a flood-pattern map showing all injection, production, and abandoned wells, and unit boundaries. Wells

shall be plugged and abandoned in accordance with R12-7-126 and R12-7-127.

4, An injection plan, including but not limited to

a. A diagram and plan of the injection facilities;

b. The maximum surface injection pressure expected during the life of the project and the
gstimated daily rate of fluid injection, by well. The operator shail provide calculations showing that the

maximum injection pressure will not initiate fractures in the confining zone;

c. A description of the area affected by the volumetric method and by the pressure-buildup

method_and the radius affected during the life of the project;

d. The monitorin tem or method to be used to ensure that no damage is occurring and

that the injection fluid is confined to the permitted injection zone and to the area controlied by the

gperator;
€. The method of injection such as casing, tubing, tubing with packer, between strinps, etc.;
f The protective methods to be used on each injection fine and well and a contingency plan

for well failure or a shut-in period, including a plan for disposition of fluids not injected as a consequence

of well failure;

g. The source and chemical analysis of the injection fluid, and chemical analysis of the water

in the injection zone. If the water in the injection zone has 10,000 ppm or Jess of total dissolved solids.

the applicant shall provide evidence of commercial oil or gas producibility of the zone by means of

historical production in the field or log information, core data, and values for the porosi d

ermeability of the zone; and

h. The location and depth of each water-source well that will be used in conjunction with
the project,
5. Proof of notification to_neighboring operators and surface owners within one-half mile

21
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1 of the proposed well.

2 6. Supplementary data as required in R12-7-180 for storage-well projects.

3 1. Any additional information that the Commission may determine is necessary (o adequately
4 review the application.

5 8. All maps, diagrams, and exhibits required in this subsection shall be clearly labeled as
6 to scale and purpose and shall clearly identify wells, boundaries, zones, contacts, and other relevant data.
7 C. Pennits may be issued for a period up to the operating life of the well with review at least
8 once every five years. Permits may be modified, reissued or terminated during their term if the

9 Commission determines that the operator is not in compliance with the requirements of this Chapter.
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R12-7-178. Notice of commencement, aré discontinuance, and transfer of injection operations

The following provisions apply to all injection projects defined in R12-7-175:

The operator shall notify

The operator shall
notify the Commission of the date that injection operations will cease and provide ef-sueh-diseentinuanee

srd the reasons therefor for discontinuing the injection operations.

3 a. The temporary abandonment of any injection well shall be in accordance with

R12-7-125. Temporarily abandoned injection wells shall meet the testing requirements of R12-7-179(D).

b. All Befere-any injection wells shall be is plugged and abandoned in accordance with R12-

7-126 and R12-7-127 —notice-ofintent-Form-9-see-Appendix-1)-shall-be-given-to-the-Commission;and

4 3. An injection es-dispesal well shall not be transferred from one operator to another

without the written approval of the Commission.

a. The operator shall file the request for transfer of ownership of an injection esdispesal

well in triplicate fros-ene-eperatorto-another-shatl-be-filed with the Commission 6a-a—Besigaation-ef

Operator™form-in-teiplieate; at least 45 days before prior-te the proposed transfer date. The request shall

include the name, address, and telephone number of the proposed new operator and provide the ocation

and status of each well involved.

b. The proposed new_operator shail file with the Commission an organization report as

required_in R12-7-194 and bond as required in R12-7-103 before the request for transfer will be

24
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1 considered.
2 c. Within-30-days-aftes-such-filing—~+The Commission shall return & one copy of the #beve

3 form request for transfer to the former operator and gne to the proposed new operator within 30 days

4 after receipt of the information required in paragraph (3)(a) and (b), designating approval or denial of

5 the transfer of authority to inject for the subject well.
‘ e 6 i If the proposed transfer is approved, aA copy of the order authorizing injection #

: 7 approved; shall be attached to the returned-form approved request for transfer.
8 ii. If the proposed transfer is denied, the Commission shall return one ¢ f the request
9 to_the operator and one copy to the proposed operator together with the reasons for the denial and the

10 steps necessary for its approval.

11

12 R12-7-179. Testing and monitoring of injection wells Reeords-and-reports

13 A. The operator of an injection well Sundey-sepests shall file a be-filed weekly report with
i4 the Commission on all drilling, completion, recompletion, and workover operations er-ferm—24—{see ;
15 Appendii).

{ o 16 B. The operator of an injection well prejeet shall monitor operations to ensure that injection

17 pressure at the wellhead does not exceed the maximum pressure authorized in the permit, and that no

18 injection shall cause movement of iniection or formation fluids into an underground source of drinking

19 water.

1 20 C. The operator_shall keep accurate records of the amount of oil, asd gas, water, or

e 21 geothermal resources produced, the volumes of substances injected, the-ameunt-of water produced; the
S I 2 averape and maximum pressure used for injection, the nature of the injected fluid, and other data the

23 Commission may require to be reported. eaFormt4(see-Appendint). The operator of an enhanced

24 recovery or disposal well shall submit a report as required in R12-7-187. The operator of a storage well

25
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shall submit a report as required in R12-7-185, Sueh
of the-next-sueceeding-month-
c D. The operator shall run_the following pressure or monitoring tests shal—be

perfosmed on new injection wells and-disposal-wells-periodically to establish the mechanical integrity of
the tubing, casing, and packer. Existing wells being converted to an injection well erdispesal shall be

tested in the same manner and shall maintain the same mechanical integrity as a new well.
1. The casing-tubing annulus above the packer shall be tested sotdess-than upon completion

and at least once every § five years, under the supervision of the Commission, at a pressure equal to

lesser of the maximum authorized injection pressure or #t-a-pressufe-of 1000 psi, whichever—isJesser;

provided that no testing pressure shall be less than 300 psi. Documentation of the test shall be submitted

to the Commission, if-net-se-supervised- Test pressures shall be applied for a period of 30 minutes. If

a drop of more than 10 percent of the test pressure should occur, corrective measures shali be applied.
If the tubing, casing. or packer cannot be brought up to standard, the well shall be plugged and

andoned in accordance with R12-7-126 and R12-7-127

3 2. The Commission may require the operator to run other urve h as tracer
surveys, temperature logs, or noise logs One-ofthefo ing-tesis-shall-be-pecformed to demonstrate the

absence of fluid movement in vertical channels adjacent to the injection well, +

t#————TFacer-Surveys:

1 ¥ E. Mechanical failure or downhole problems which indicate an injection ef-dispesal

well is not, or may not be, directing the injected fluid into the permitted or-authosized injection zone may
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be cause to shut in the well. Ifsaideondition-may-endanger-the-fresh-watert The operator shall erally

notify the Commission within 24 hours; of any such failure or problem, foHewed-by A written notice

shall be filed within 5 five days of the occurrence, together with a plan for testing and repairing the well.

If the well cannot be brought up to the standard required in subsection D, it shall be plugged and

abandoned in accordance with R12-7-126 and R12-7-127.

Ri2-7-180. Supplementary requirements for sStorage wells

The application for a storage well as defined in R12-7-175(B)(2) shall be prepared in accordance

with R12-7-176 and shall contain the following, where applicable:

1 Information on any oil or gas production within five miles of each proposed weil.
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2. Information on the oil and gas reserves of each storage zone before starting injection,

including calculations,
3. A comprehensive plan for disposition of brine and salt produced in the course of creating

a solution-mined salt cavity. Cavities shall be designed and constructed in accordance with R12-7-181.

a. Surface dispositicn shall be subject to the rules of the Arizona Department of Water
Resources and the Arizona Department of Environmental Quality.

b. Saltwater disposal wells shall hé permitted in accordance with R12-7-176.

[ urface brine reservoir ed in the operation of the storage system and disposal

reservoirs shall be designed to prevent the contamination of air, fresh water, and soil.

4. Alist of pr rf; ubsurf; fety devi es recautions to be taken
to_ensure safety of the project. The operator shall install a flare or other safety system acceptable to the

Commission at or near each brine pit or at any other location where escape of gases is likely to occur.

R12-7-181. Sterage-eavity-dDesign and construction of storage weils and cavities

A, The applicant Ne-permit to drill a storage well for the-purpese-of storing liquid ard/ or
gaseous hydrocarbons, or any other substances under the jurisdiction of the Commission, inte an
underground sterage cavity shall be-issued-by-the-Commission-until-evidenes-has-been-presontedto-the

Commission-by-the-eppieant; demonstratgiag to the Commission that the proposed storage ofdiquid-and/

er—gaseous—hydroearbens,—or—ether—substanee; will follow be-conducted—ina-manner—eensistont—with

established practices to and will preserve the structural integrity of the host rock, including halite,

ity and the overlying sediments. Theis gvidence

presented shall include

An investigation to determine the feasibility of a storage em at the icnlar site: an

-
P

2. Aan assessment of the stability of the each proposed cavity design, particularly with
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regard to the size, shape and depth of the storage cavity, the amount of separation between storage

cavities, and the amount of separation between the storage cavity and the periphery of the host rock.

design of a solution-mined underground storage system—-Pesiga shall be performed by or under the

supervision of an enginear or geologist qualified for this type of work, and shall include such factors;
arnong-others; as type of storage use, location of the each cavity{ies), number of cavities, cavity capacity,

and maximum development diameter of the each cavity(es). The design shall assufe gnsure that project

development can be conducted in a reasonable, prudent, and systematic manner; and shall stress physical
and environmental safety and the prevention of waste. The design and solutioning mining shali be
continually reviewed throughout the construction phase to take-into-consideration-pertinent-additional

detailed account for any new subsurface information: and shall include provisions for protection from

damage caused by hydraulic shock. The original development and operational plans shall be modified,

as necessary, to conform with good engineering practice,;-as-peeessary- The design shall incorporate the

standards outlined below:

& L The minimum separation between the nearest outer wails of adjacent welis-of-a
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storage cavityies as measured in any direction shall be established by a qualified engineer, considering:

¥ a. The properties of the host rock; fesmation-CGaeluding-hatite):

- b. The elevation of the top and bottom of the adjacent cavities;-
- C. Their maximum development diameter relative to the spacing of the cavities; and-
Fe- d. Other considerations deemed appropriate for the specific site; but however, in no

case shall such separation at any time during the storage project be less than 200 feet.

e 2. The walls of a storage cavity shall be no less than 100 200 feet from the boundary
of the lands included in the storage project on which the chambers are located.

& 3. If the design should involves the intentional subsurface connection between two
adjacent storage cavities under one property (e.g., a "U"-tube storage-cavity system), the minimum
separation between cavities specified in A-l-é- subsection (B)(1)(d) above shall not apply.

£ C. The borehole shall be dually cased from the surface into the cavity in accordance

with R12-7-110 and R12-7-111. At least two strings of casing shall be fullv cemented from the surface

into the host rock either during the primary cement job or by remedial action.-one-casing-string-being

from-the-easing-shoe-to-the-surface- Exceptions to this procedure sust shall have prior approval of the
Commission.

i 1 The final cemented casing string shall have adequate tensile and collapse
strengths, as approved by the Commission, for the setting depth —TFhis-string-shatl-be-eemented-from
casing-seat-(bottomof steing)-te-ground-surface and shall be set a minimum of 200 feet into the formation

to be used for the storage cavity. Exceptions to-this-eementing-pregeam-must shall have prior approval

of the Commission,
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4 is-displaced-& : n
s it 2. The casing seat and—ecement of the final cemented casing string shall be

6 hydrostatieally pressure tested after drilling eat—Aat least 36 ten feet of into the formation below his

7 the casing seat. shall-be-penetrated-priorto-thistest- The test pressure calculated at the casing seat shall

* ﬁ 8 equal the proposed maximum operating pressure at that point and shall not exceed 0.9 psi per foot of
9 depth.
10 3. After the wellhead has been installed and prioste-storing before products are stored, the

11 system shall be hydrestatieally pressure tested as a unit.

12 4. All tests required by in this subsSection shall be prepared and supervised by a gualified | e

13 “engineer and shall meet the integrity standards set in R12-7-179(D).

’ 14 B D. R12-7-181 shall become effective as of midnight, June 1, 1978. The storage

15 facilities in existence prior-to-the-effeetive before that date shall not be affeeted-hereby; required to
16 retroactively meet the planning and construction requirements of subsections (B) and (C) except as-to-any

17 for future expansions or additions. end—except—that—eExisting storage facilities shall comply with

R12-7-182 18- A-th—andi:

20 NOTE ****  h. through m. Amended and renumbered as new rule R12-7-182, ***

R12-7-182. Operation, inspection, and closure of storage-well systems

23 h- A. ‘The maximum and minimum operating pressures of a storage eavity system shall

be determined by a qualified engineer after considering the lithologicat characteristics of the fermatien

3
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host rock. The maximum operating pressure {gauge) at the shallower of the casing seat or cavity ceiling;
whicheveris-shallowes; shall not exceed 0.9 psi per foot of everburden depth.

i 1. The storage esvity system shall not be subjected to pressures in—exeess—of
exceeding the maximum operating pressure even for short periods of time, ¢including pressure pulisation
peaks, abnormal operating conditions, etcy.

# 2. The wellhead, flowlines, valves, and all related connections shall have a test
pressure rating at least equivalent to 125% of the maximum pressure which could be exerted at the
surface. All valves shall be periodically insnected and maintained in good working order.

jii- 3. The wellhead and storage eavities system shall be protected with safety devices
to prevent pressures ir-exeess-of exceeding the maximum operating pressure from being exerted on the

storage ehamber system, and to prevent backflow of stored products in event of flowline rupture.

4, Competent personnel shall be at either the well or other control sites during injection or

withdrawal from any storage well.

1 B. The A flare_ as required in R12-7-180(4), or-other-safety-system shal-beinstalled

Hikely-to—oceur—and-the-flare shall be burned continuously when a liquified gas or other flammable

substance is being injected into a cavern.

#i- C. Each operator of a selution-eavern storage well shall conduct semiannual safety

inspections of sueh their facility; and file with the Commission a written report eensisting-ef-the on the
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inspection procedures and results within 30 5 days following the inspection. The operator shail notify
the Commission at least 5 five days pries-to-sueh before an inspections se-that-e-Commission 10 allow

a representative of the Commission say-be-present to witness the inspections. Inspections shall include

but not be limited to, the following:
€1}  Operation of all manual valves.
€3  Operation of all automatic shut-in safety valves, including sounding or alarm devices.

.}  Examination of fElare system or other safety system installation, s-er-hydrocarbon-filters:

¢.)>  Examination of gEarthen brine pits, tanks, firewalls, and related equipment.

¢5.)  Examination of fFlowlines, manifolds, and related equipment.
€.  Examination of wWarning signs, safety fences, etc.

€¢7)  Examination of housekeeping practices including the removal of weeds, used equipment,

and debris from the area of gperations.

8. The Commission may require aAdditional inspections may-be-muade-by-the-Commission
at any time during regular working hours and upon reasonable notice to the cavern ewaer operator.

v D. A capacity determination for each storage cavity shall be made and filed with the
Commission upon compietion of the storage cavity. These determinations shall be verified at least once
every 5 five years.

¥ E. Appropriate safety precaution signs shall be displayed and unauthorized personnel

kept out of the storage area. Each storage wellhead shall be visibly marked with an appropriate

jdentifying sign and guard rails installed where, in the opinion of the Commission, it is necessary.

and-approved-by-the-Commission: Storage wells shall be plugged and abandoned in accordance with

R12-7-126 and R12-7-127. However, the Commission may impose different requirements as appropriate
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for each specific storage well.

k G. Should If the Commission determines that the continued operation of a storage
eavity-andfor-the product-storage well or associated facilities, including; but not limited to, valves, brine
tanks; or pits, flares, dehydrators, and loading and docking facilities, would cause unsafe operating
conditions, waste, pollution, or contamination of air, fresh water or soil, or encroachment on adjacent

property, i the Commission may immediately-prehibit-forther order discontinuance of operations of the

well-er-asseciated-wellhead storage facilityies or any part thereof unti) sueh-time-as the Commission has

determinegd that the project can and will be conducted in a physically and environmentally safe manner.

H. The pperator shall notify the Commission within 24 hours of every accident or equipment
malfunction which causes loss of life or requires hospitalization of personnel; threatens the public health
and safety; pollutes the air, soil, or fresh water; or causes loss of the stored substance. A final written

report shall be filed with the Commission in accordance with R12-7-120(B).

b3 -it-is-determined—by—the-Commiss ion—that-any—unsafe—operating—condition;—waste;

i ) The Commission may administratively grant Ay exceptions to the guidelines and

requirements set-forth-in-R12-7-181 of this Section if the applicant can show may-be-rdministratively

that such the exception is

reasonable, justified by the particular circumstances, and consistent with the intent of these rules
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1 regarding physical and environmental safety and the prevention of waste. Hewever,—upon—proper : -

2 applieation An applicant may reguest a hearing will-be-ealled pursuant to A.R.S. § 27-516.B.




L

Title 12, Ch. 7

C.

Arizpna Administrative Code

01l and Gas Conservation Commission

The fonmation from which wells ae producing or have

produced.

The nasme, description, thickness and depth of the

formatians to he affected by mjection.

The log of the injection well or wells, or such informarion

as may be available.

Description of the injection weil's casing, or the proposed

casing program, and the proposad method of testing casmg

before use of the injection wells,

6. Designation of the substance proposed © be used for
injection, analysis of the substance w be injected, the
source, and the amount proposed to be injected daily.

7. The names and addresses of the operator or operators of
the project.

8. The source and an mmalysis of the chemical, physical,
radiological and biological characterisiics of the injection
fluid (Form 15, see Appendix 1).

9. Description of stimulation, if performed (Form 4, see
Appendix 1)

10. Informaron showing that injection into the proposed zone
will not initiate fracures through the overlying strata
which could enable the injeciion fluid or formation fluid 1o
enter fresh-water strata.

2. When the luid injection rate is 1,000 bairels per day
or less, or aquivalent rate for amy fraction of 24 hours,
an overlying strata of at least 200 feet in thickness
between the lowest base of fresh water and the top of
the proposed interval of mjection is considered
sufficient evidence of fresh-water protection

b. When the fluid injection is greater than 1.000 barrels
per day, or equivalent rate for any fraction of 24
hours, a overlying strala of at least 500 fezt in
thickness berween ihe lowest base of fresh water and
the top of the proposed interval of injection is
considered  sufficient evidence of fresh-water

tection

c. If the ihickness of the overlying straiz is more than
required W R12-7-176(BX10)}a) or (b), the
Commission may, upon applicarion, approve such
injection after hearing if the Commission finds that
such injection will not injdate fractures through te
overlying strata into fresh-warer strazz. The applicant
shall have the txnden of furnishing the Commission
with such swom evidence and dara necessary 1o
support such findings. The Comnission shall
comsider maxirnum injection rate, maximum surface
injection pressure, injection fluid and the lithology
apd rock characteristics of the mjection zone and
overlying straia.

The Commission upon application may exenpt an aquifer from
the requirenents set forth in R12-7-176(BX10) after due niotice
and hearing. The application shall include sufficient
engineering and hydrological data to justify the requesied
exemption. Only aquifers zpproved for exemption by the
sppropriale agency of the state of Arizona may be exemptl.

Applicasion for enlargement of existing authorized

umderground disposal sites shall include the following:

1. Precise idensification of the geological formarion o be
used for praposed disposal purposes.

2. Geological and hydrological daia in support of any
proposed disposal well.

3. Waivers from all operators and surface owners within

one-half mile of aiy proposed disposal weil or proof o the

satisfaction of the Commission that such operators and
arface owners were notified by the applicant of any
proposed additional disposal well.

woa WP

4. An application for enlargement of an existing authorized
underground disposal site may be approved by the
Commission without hearing if no protest of request for
hearing on such application is received within 20 days
after the dare of notification 1o eperators and surface
owners as referred w in (BYX10)(c) of this rule

Historical Note

Former Rule 701; Amended effective Sepiember 29, 1982. See

R12-7-177. Casing and cementing of injection wells

A.

also Section R12-7-141 (Supp. 82-3).

Wells used for injection into producing formation shall et
with safe and adaquate casing or wbing in ordegA) prevent
leakage. The casing o1 tubing shall be so sel g Gmented that
damage will not be cansed to oil. gas, ar fTpslt waler TeSOUICES.
Swurface casing shall be pressure testeg i a minimum of 600
psi for 30 minutes. If a drop of mgperthan ten percent of the test
pressure should ocouy, the sigd shall be considered defective
bl be applizd. In wells drilled with
cable tools, casing m3y”Pe tested by bailing the weli dry. The
hole must remajpsatisfactorily dry for one hour before

commencing jufther operations. Results of the above test and
any remegell] action be reporied on Form 25 (see Appendix
1) wipkfn 20 days following the iesL
! Historical Note
er Rule 702; Amended effective September 29, 1982 {Supp.
82-5).

R12-7-178. Notice of commencement ang discontinuance of
ipjection operations
The following provisions apply to all injection projects:

1. Immediasly upon the commencement of mjection
operations, the operator shall notify the Commission of the
commencemeni date.

2. Within ten days afier permanent discontimuance of
injection operarions, the operator shall notify the
Commission of the date of such discontinuance and the
reasons thezefor.

3. Before my injection well is plugged and abandoned,
notice of mtent (Form 9, see Appendix 1) shall be given 1o
the Commission, and the same procehure shall be followed
in the plugging and absndonment of the well 2s provided
with respect to the plugging and abandomnem of oil and
gas wells. (Se= rule R12-7-126.)

4. Aninjection or disposa well shall notbe wansferred from
one operator to amother without the approval of the
Commission. The transfer of ownership of an injection or
disposdweuﬁomomapu:mmmmaduﬂbeﬁled

with the Commission on & “Designation of Operator™ form
in miplicace, prior o the proposed wansfer date. Within 30
days after such filing, the Commissicn shall renm a copy
of the above fomm to the former aperaior and the propesed
new operaor, designaing appoval or denial of the
transfer of authority 1o injecs for the subject well. A copy
of the order anthorizing injection, if approved, shall be
amached 1o the renurned form.

Historical Note

Former Rule 703; Amended effective Sepiember 29, 1982 (Supp-

82-5).

R12-7.179. Records and reports
A. Sundryrepons shall be filed weekly on all drilling, completion,

recompletion and workover operations on Form 25 (see
Appendix 1).

Revised Format 12/91
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Oil and Gas Conservation Commission

R12-7-189. Processor's reports
A person who is the owner, or who has the control or management of
any refinery or processing plant in the state shall keep at his office or
other place or tusiness in the state a dajly record of:
1. All oil and gas received into the refinery or processing
plant.
2.  Thernsmes and addresses of the persons from whom the oil
imnd gas was received.
3.  The quantity snd quality of the oil and gas received from
each person.
4.

Each disposition of a preduct obuined from refining or
processing the oil or gas.
Historical Nota
Former Rule 502; Amended effective Saptember 29, 1982 {Supp.
82-5).

R12-7-150.  Gasoline plant reports

Each operator of 1 gasoline plant, cycling plant, or any other plant at
which gasoline, tutane, propans, condensate, kerosene, oil or other
liquid products are exmracted from gas within the state, shafl furish
for each calendar month a “Gasoline Plant or Piessure Maintenance
Plant Monthly Repon™ (Ferm 21, see Appendix 1) containing the
information indicated by such form respecting gas and producis
mvolved in the operadon of each plant during each menth. Such
report shall be filed with the Commission on or before the 25thdave ¢
the rext succeeding month,

Historical Note
Former Rule %03; Amended effective September 29, 1982 (Supp.
’ §2-5).

R12-7-191. Reserved

R12-7-192.  Bocks and records to substantiate reports

Each operator, producer, mamsporwer, storez, refimer. gasoline or
extraction plant operator, and initial purchaser of oil and gas within
the state shall make and keep appropriate books and records for a
pericd of rot jess than five years thal cover his operations in Arizona,
Erom which he may be able w make and sybstanniate the reports
tequired by the Commission.

Historical Note

Former Rule 1001; Amended effective September 29, 1982
(Supp. 82-5).

R12-7-193. Written notices, requests, permits and reports
The Commission shall adopt such forms of notices. requests, permits
and reports as it may deem sdvisable or necessary in carrying out the
provisions of law and its rales and regulations.
Historfcal Note
Former Rule 1002.

R1Z-7-194. Orgsnizmtion reports :

Every person acting as principal or as 2gent for mother or who is
independendy engaged i the drilling operation, prodoction, storage,
transportation {except by railroads), refining, reclaiming, treating,
marketing, processing of, or scientific exploration for oil or gas shall
immediately file with the Comunission on the form "Organization
Report” (Form 1, see Appendix 1) a statement under oath giving the
followmg information: the name under which such business is being
operated o conducted, the name and post office address of such
person and the business or businesses in witich he is engaged; ths
plan or organization, and, if a reerganization, the ngme and address
of the previous organization; the stte where incorporated, if a
foreign corporatien, and the name =nd post office address of the
Arirona agent, together with the date of permit 1o do business in
Arizona; the names and addresses of the principal officers or prrmers

and the names and addresses of the directors thereof. Inmediately
after any change occur, as to facts stated in the report filed, a
supplementary report (Fomm 1, see Appendix 1) shall be immediately
filed with the Commission with respect to such change.
Historieal Note i
Formet Rule 1003,

R12-7-195. Additional information may be required

These rules shall not be raken or construed to limit or restrict the
authority of the Commission 1o require the furmishing of such
ardditional reports, data or cther mformation relatve to production,
aransportation, storing, refining, processing, orhandling of oil, gasor
thetr products in the state of Arizona as may appear to be necessary or
desirable, either generally or specifically, for the prevention of waste
and the conservaron of ol and gas resources.

Historical Note
Former Rule 1004; Amended effective September 29, 1982
{Supp. 82-3).

= APPENDIX 1 — FORMS

Number

1. Orguuzatonr
Rule R12.7-194
Performance and surety bond
Rule Ri2-7-103
Applicatien for permit wo drill or re-ent
Rule R12-7-104, R12-7-107, R12-7-1 0, R12-7-130
4.  Well completion or recompletion repgirt and well log

Rule R12-7-121, R12-7.122, R12-7A76

(7]

.LnJ

Rule R12-7-135

Potential test and request for allgh

Ruie R12-7-135

Reservoir pressure report

Rule R12-7-136

8. Operator’s certificate of co
amsport oil or gas from Iy
Rule R12-7-183

9.  Application to plug and goundo

able — otl wells

Nosow

pliance and auwthorization o

10. Plugging record
11. Applicatien for mufjiple completion

Rule R12-7-116

12, Packer senimg regh

13

14.

13, 1o dispose of salt warer by injection nw a

18.

17. Cerifleate for load oil credit and pamit to gansport

Ryfe R12-7-184
tipoint and one pomt back pressure test for gas well
Kule R12.7-150

as purchaser’s momthly reporz
Rule R12-7-151, R12-7-186

Deliverability test report

. Gasoline plmt or pressure maintensnce plant monthly
report

Rule R12-7-190

Revised Farmar 1 2/91
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(il and Gas Conservation Commission
22. Request for gas allowable 9. “Person”™ means and inclodes any mdivxh:.tl.
23. Purchaser’s gas pominations WMWMWW‘?MWW b
24. Transporter’s and stoer’s monthly acting as a umtL BRI -

25.

26.

28.
29.

report
Rule R12.7-142, R12-7-151, R12-7-185
Sundry notices and weekly reports on pZlls
Rule Ri2-7-109, R12-7-112, R1/-114, R12-7-115,
R12-7-117, RI2.7-122, Ripr-137, RI2.7-161,
R12-7-177, R12-7179
Warter well
Rule R12-7-129
Permit o drill
Rule R12-7-104, R1
Transporter's and
Rule R12-7-1
Refinery

-105, R12-7-128
*s monthly repart, gas andfor LPG

{For the enience of the aperatar, the forms and repors

common

Purpo
lieu

R12-7-201.
L'nless the context otherwise raqun's. the words herea

ARTICLE 2. GEOTHERMAL RESOURCES

by the Unitad States Geological Survey, and for the
or which each form was dasigned, may be submtinted in

stmilzr Commission forms. Cemmission forms No. 1, 2,
7. and 27 must be used for their designated purpose and no

subsinyes will be acceptable )

Defizitions

shall have the following meaning when found in theke nudes, to-wit:

1.

)
-

Revised Format 12/91

“Commission™ means the Qil and
Cormmss:on.

Tule R12-7-207 for the geothbrmal area in question
“Environment”™ means the

o/its development or existence.
"Geothermal mea”™ meyns

which is mnderfam or, easonably appears 1o be underlain
by one of more Aormations conmining geothermal

“Geothermal resglirces™ mesns:

a A]l produgls of geothermal processes embracing
indigenogd steam, hot waler and hot byines, C.

b. St ghd other gases, hot water and hot brines D.

iy from water, other fluids or g mificially

introdicrd into geothermal formations,
c. He orodumomnadmgyfmmdmgeod:n-nal
f nations, ncloding sy antificial stimmlation or

Aty mineral or minerals, exclusive of fossi] fuels and
hclmgu.whxdlmybeplummnlmmorm
mmmmﬂngealhmmlsm Waley of brines.
2 mesns iy person drilling, mamtaining,
operating, pumping or in conirol of any well and includ-s
the owner, when sy well is of has been or is shout 1o be
operated by or under the direction of the owner.
“Oromer” mesns and includes the operator when any well is
opunaiorhnbmopemedcruabommbecmedby
amy person other than the owner.

Page i3
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R12-7-202
it establiched purseant to A

the same general sirface arez B.

10. “Wastze™ means any physical waste mchdm;. baff nat
limited to, undergroumd waste resultng fronf the
mnefficient, excessive ot improper use or dissipafion of
rmouangwmﬂmgfmmlh&bam pacing,
drilling, equipping, operation or of a
geothermal resources well in such a marmer that ghdnees or
tends  reduce the wtimeate economic recowkry of the
geothermal resources within a reservoir, and syfface waste
resulting from the mefficient storsge or ghlization of

geothermal resowrces and the locarion, spafmg, drilling,
equipping, operation or production of & geotwrmnal
tesources well im such a2 mammer that cayfes or tends (o
cause the urmecessary or excessive furface loss or

desmacton of geothermal resources obtfined or relessed

from the reservoir.

11, “Well” mems any well drilled in h of geothermal
Tesources or any development wellfon lands in axeas
proved to be underlain by one gr more formations
contaming geothermal recources orfressonably presumed
0 contain geothermal resources gh oy well drilled for
informarion purposas, ot mmy prodfcing well or re-entered
abandoned well used for the ingction of fuids i the
geothermal formation or disposition of fluids mnto
nongeothermal formardons, orfay well drilled for the
purpose of stimulating the hegt of a formation or for the
creation of keat in a formationfoy nuclear or any other form
of enagy.

2 “Recompleton of welf or recompleted well™ -- Any
well deepened, phgkged back, reperforaied or
periorated in a difffrent zone will be considered
recompleted.

Historigal Nots
T Al

General ruleshpplied statewlde
Scope of tules. Thesefrules e general miles of nuewids
application and shall agply 10 al] sreas; however, special rules,
applicable to par areas ar subject mater, shall prevail
over these general 1o the extent that they are i conflict
therawith.
Enforcement of lays, rules and regulations dealing with the
conservarion of g¢othenmnal resources. The Commission, by
virmie of A R.S. §27-652 et seq., has jurisdiction and suthority
over such persond snd deemed necessxry to administer
and enforce the frovisions of the smamtes, rules, and regulations
relating 10 the fonservation of geathermal resources.
Waste of geophe resources is vnlawful and prohibited.
Classifying 3hd defining sress. The Commission, en its own
mofion mayf and on application of oy interested person shall,
after noticefand hesring, determine whether & particular well or
area is a geothermal resource well, or a geothermal resource
area, or Wfhether a reclassification should be made.
Forms upon request
1. Fgims for written notices, requests and reports required by
e Commission will be furnished upon request,
2. Fequiring all forms snd reports requesied by the
ommission o be subminted to the Commission on or
before the 20th day of the next succeeding month for
wmonthly reports or within 20 days following the
completion of the sction requiring the reporz, except as
otherwise provided by the Commission.

Historical Note
Former B.
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(il and Gas Conservation Commission

R12-7-203. Bond

A

R12-7-204. Application to drill and pr
permit

A.

Before any person shall hereafter engage in the business of

drilling for or producing a well in this stazz, such person shall

file with the Commission a bond executed by such person as
principal and somms swrety company satisfactory to the

Commission as surety, in the frincipal sum of $5.000 for each

individual well or in the principal sum of $25,000 as a blanket

bond to cover all wells, payable to the Ol and Gas Conservation

Commission, state of Arizona, for the use and benafit of the Oil

aind Gas Conservation Fund. Such bond shall be conditioned on

the following requirements:

1. Compliance with all statutes and rules and regulations.

2. Plugging and abandoning well as approved by the
Commission.

Transfer of property does not releass the bond. If the property is

transferred, and the principal dasires w be released from the

band, the procedure shall be as follows:

1. The principal on the bond shall notify the Commaission in
writing that the well or, wells, describing accurately the
locaiion of each, and the date and number of each permit to
dnl), has or have been transferred 1o a named mansferee for
the purposes of ewnership or eperation.

2. The transferes of any well or of the operation of any such
well shall declare in writing his aceeptance of such wansfer
and of the responsibility of such well 2nd skall submit a
new bond or bonds uniess his blanket bond applies tw the
well or wells,

‘When the Commission approves the transfer, the transferor is

released from all rexponsibility thereafter with respect to the

well or wells, and the Commission in writng will declare that
the transferor’s bond or tonds applicable thereio now be
released.

The Commission will in writing inform the principal and the

surery or sureties of any bond where there is compliance with

the conditions of the bond so that liability under the bond ¢
be formally terminated.

The liability under any bond may not be terminated

written approval of the Commission.

Histarical Note
Former Rule G-101.

Out

dure fo cancel a

A person desirmg to drill a well shall ngfify the Commission of
such intent cn a form prescribed by the Corronission (Form G-3,
see Appendix 1) and shall pay a e of $25.00 for each weil.
Said $25.00 fee shall be considepdd eamed upon issumce of the
i for panit o drill shall be
accomparicd by a plat, as frovided in rule R12-7-207. The

his cemificate number. (Sixveyors
reg-lsuzad in sutes o than Arizona are acceptable )

Upcn receipt of the application, the plat, the fee and bond
ce with the provisions of this Section, the
Comm:ss’ will prompily issue such person a pemmit to
thedrilling of the well is conirary to law, orto 2
rule, y€gulation, or order of the Commission or is not a
ided location under the well spacing as requested in
pending application before the Commission. The
illing of the well is prohibited unril 2 permit & drill is
obiained, except in the case of an emergency, and then as
the Commission directs. The permit shall be on such form
prescribed by the Commission (Form 27, see Appendix 1).
If the permit is disallowed, the Commission will
immediately notify the person in wmiting the reasons
therefor.

B.

No emergency permit shall be granted for drilling of a wfl
imless such well shall be drilled ar aJocation as providedin
rule R12-7-207, or s provided by other order 4 the
Commission. as set farth in rules R12-7-305 and
R12-7-207. Upon granting of an emergency pgfmit, such
permittee shall within ten days thereafter copply with the
requirements of this rule as to filing applicgfon, fee, bond.
and plat, or the emergency perrmit shatl Become mll and
void and the well shall be plugged ang/abandoned unless
an extension in writing is granted by’ the Commission.
2. Untess operations are commencgd within 30 days afier
date of approval, the permit to A ill will become null and
void unless an extension in/Titing is granted by the
Commission.
1f a permit has been issued, apf in the event a violation of the
Commission’s rules and regpfations or orders ocows, and if the
well has been commenced, the Commission may order the
perm.tthold:rto cease yﬁmhuwmkmﬂerthcpq-rmlm
quesiion; and the Copfmission may, afier notice and hearing,
cancel a permit for ghy viclation of its rules and regulations or
orders; may ordeythe well to be plugged and abandoned. and
may crder the pfformance of all other obligations required by
the rules andfegulations or orders of the Commission.

Historical Note
Former Rule G-102.

R12-7-285. Change of location
No peréon to whom the permit has been issued shall change the

locapfon of the well frorm the location authorized by the permit, until
follnwmg req\memmts have been complied with:

If. pnorto r.hcdnl]mgofl.hewell. the person to whom the
permit was originally issued desires to change the location,
or if aftey commencement of the drilling operations, it is
determined that the location is erroneously described on
the permit, the permitize shall cbrain a new permit (Form
27, see Appendix 1).

I thenew Iocation is at an authorized pomtin the approved
drilling unit as provided in the permit, the application may
be made orally or by telegraph and the Commission may
orally or by telegraph authorize the commencement or
continuance of drilling operations. Within en days after
obiaining oral or telegraphic authorization, the perminee
shall file application (Form G-3, see Appendix 1) properly
fillad ow, showing the new location and declaring that he
desires a permit for that location. A new permit may be
issued and the old penmit cancelled without payment of
additional fee. If the new location is located outside the
approved drilling unit covered by the fst penmit. no
dnllmg shall be commenced or continued urtil the new
permit is issued.

Historical Note
Former Rule G-103.

R12-7-206. Identification of wells

A.

B.

Page 10

Every person drilling or operaling, owning, controlling, or in

possession of any well drilled, shall poston the dernick orina

cazspicuous place not more than 20 feet from the well, asign of

durable construction, the lettering thereon to be keptin alegible

condition and such letering large enough to be legible under

normal conditions at a distance of 50 feet

The sign shall show:

1. The name of the well.

2. Location of the well by quarter-quarter-quarter section,
township and range.

3. The state’s drilling permit number.

All wells shall be named in the following manner:

Revised Format 12/91
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0l and Gas Conservation Comrmission

1. Name of operator,

2. Numerical designation of the well. This designation shall
follow a logical sequerce and may meude Jemer
designations or section mumbers.

3. Thetypeoflease, iz, fedemal, state, or Indian, amd in the
case of a well drilled on a fee I2ase, the lessor’s name and
indicais that the well is for geotheymal purposes.

Historical Note
Former Rule G-104.

R12-7-207. Spacing of welk

A. The Commission shall administratively approve proposed
well-spacing programs or adminisiratively prescribe such
modifications to the programs as it determines necessary for
proper development, giving consideration to such factors as, but
not limited to:

1. Topographic characteristics of the area,

2. gymlogia geologic and r?ervoir characteristics of the

eld,

3. The number of wells that can be economically drilled to
provide the necessary volume of geothermal resources for
the intended use,

Protection of correlazive rights,

Minimizing well interference,

Urmreasonable interference with multiple use of lands,

Protection of the envirorument.

B. Before commencing the drilling of any well, Application for
Permitto Drill (Form G-3, see Appendix 1) shall be filed and the
Commission's zpproval obtained. In addition o the required
$25.00 fee, the application shall be accompanied by a plat
prepared and cextified by a registered survayor and bearing his
certificate number (swveyors registered in states other than
Arizona are acceptable) on which is shown the exact acreage or
legal subdivision allonsd w and dedicated 1o the well.

C. Whentwo ormore separately owned tracts of land are em!
within zn established drilling unit. persons owning the drffiing

Nowva

may agree 10 pool their mterests and develop their Jfids as a
fhillinglmi!. In the event soch persons do not agres J6 pool their

umnnecessary wells, enter an order pooling angl integrating their
intezests for the development of their 1 as z drilling univ
Orders a_md agresments eﬁecmmmg h pooling shall be

R12-7-208. Pit for clay, shaly’and drill cuttings

In order o assure a supply of fud-laden fluid to confine ofl, gas,
water or other fluids to uts e siranm during the drilling of any
well, operators shall proylde, before drilling is commenced, an
adequate pit, either eardiph or portable, for the mud-1aden fluid or the
accumulation of drill glirings.

Historical Note
Former Rute G-106.

R12-7-209./ Sealing off strata

All oil, gagfand water above the producing horizon shall be confined
to their péspective stranum and shall be sealed or separated i order to
prevegft their contents from passing into anothey sorarum.  Shut-offs

Historical Note
Former Rule G-107.

K12-7-210. Surface casing requirements

A.

In areas where pressure and formations are unknowat, sufficient
surface casing shall be run 10 reach 2 depth beloy/all known ot
reasonably estimated fresh water levels, to pregént blow-outs or
uncontrolled flows. The casing shall be o sufﬁc:!em sm: to

Surface casing shall be set in or ughmimpuvmus
formation and shall be cemented by the pump and plug method
or displacement method with cient cement to fill the
armulus 1o the twop of the hole.

In areas where sub-surface condifions have been established by
drilling experience, surface gfsing, of a size approved by the
Commission, shall be set cemented o the surface by the
pump and plug method #r displacement method at a depth

Appendix byeach:pplmforadrﬂhng it. Ths
issuance 4f a drilling permit (Form 27, see Appmdxx 1) shall
const :heappmva]by:hetumssmnof the surface casing

pressure should ocour, the casing shall be considered defective
and comective measures shall be applied. In wells drilled with
cable iools, casing may be tested by bailing the well dry. The
hole must remain dry, to the satisfaction of the Commission. for
one hour before commencing further operations. Results of the
above test and any remedial action shall be reperied on 2 form
prescribed by the Commission (Form G-12, see Appendix 1)
within 20 days following tast.
Historieal Note
Former Rule G-108.

R12.7-211. Casing requirements

Al

All wells drilled shall be completed with a string of watertight

casing that shall be cementad from the maximum setting depth

of the casing back o 2 mininmm of 50 feet mside the last
previomsly nun sting of casing.

Such strings of casing shall stand cemented for at least 12 hours

before drilling out the plug or mitiarmg such tests as the

Cormmission may require. Cementing shall be by pump and

plag method, or other method spproved by the Comunission.

Strings of production casing in wells drilled with rotry tools

shall be pressure tested. Minimmm casing test pressure shall be

approximately one-third of the manufactrer’s rated miernal
yield pressure except that the test pressure shall not be Jass than
€00 poands per square inch. In cases where combination strings
wre involved, the 2bove test pressures shall apply to the lowest

pressure rated casirig used. Test pressures shal] be applied for a

peziod of 30 minutes. If 2 drop of mote than ten percent of the

test pressure should occur, the casing shall be consideaed
defective znd comrective measires shall be applied.

1. Casing strings in wells drilled with cable tools may be
tested as outlined in subsection (C) aboveotbyba.ilh:tg the
well dry in which case the hole must remasin dry, to the
satisfaction of the Commission, for a period of at least one
howr before commencing amy further operations on the
well. All tests must be reported on a form prescribed by
the Commission (Form G-12, see Appendix 1), within 20
days following such test
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Historicsl Note
Former Rule G-109,

RI2-7-212.  Delective casing or cementing

A. TheopumrshﬂlmﬁfymcCcmnﬁnbnbymemonemadiem
mmifmywellwmlohned:fccﬁveca:hgorbe
fmﬂtilymnmtedormhweccu-odadmingdmwi]lpamitor
create underground waste. The operator shall procsed with
diligence 1 use the rethod spproved by the Commission 10
eliminae the hazard Following amy remedial action, casing
shall be retested in the manner described in rule R12:7-211.

B, The result of the remedial actions of the operator shall be
reporied to the Cormrnission immediately and (Form G-12, see
Appendix 1) shall be filed with the Commissien within 20 days
following completion of the action.

C. If the hazard cammot be eliminated, the well shall be properly
abandoned and plugged in accordance with rule R12-7.232.

Historicat Note
Former Rule G-110.

R12-7213. Blow-out prevention
Any person engaged in the drilling of awell for geothermal resources
in zn area wherein fuids, gases or stream under high pressure are
known 1o exist, or any person drifling a well for geothermal resources
in an area where pressures e not known, shall case in a walertight
manner the bore hole to a depth sufficient to Protect against
surface-cratering in the event of a blow-our with pipe of adequate
strength and equip the well with a blow-cut preventer and other
safery devices, in accordance with pipe and equipment specifications
and procedures approved by the Commission and shall fimther
exercise due caution in all drilling operations 1o prevent blowouts,
explosions or fires. All blow-out preventers and rolated equipment
shall be pressure tested 1o a minimm of 1000 PSIG on instaltation.
The blow-out preventer shall be operaled a1 leatt once every
hours. Al eqdprnuushxllbekepthgcodworkhgordera&alltim .

Bistorical Note
Former Rule G-111.

R12-7-214. Pulling outside strings of casing
W}nenpullhgmnsidcsuingsofcasingﬁommy plell, the space
ouside the casing left in the hole shall be Ieft full of i
ot cement of adequate specific gravity 1o seal off 4
waler stratum, each oil and/or gas bearing’ stramm and each

R12-7-215. Deviation of hile
Al first have secured the pemmission of
£ notice and hearing for the directional
el nod:i.lljngwellmxybedirecﬁmnuy
normal course by my means of deviation,
except a3 provifled in so ion (E) hereof.

B. irecti

éd with the Commission within 20 days of completion of
g smvey. Provided however, thar no devistion and
ghrectional survey will be neceysary if the hole is deviated for
short distmces, as provided in subsection (E) of this rule.

C. The Commission may make, or require the operator to maf
directional survey of any hole at such operator’s expense.
Commission may require an operauor 1o make a dirgfiona
survey of amy hole at the request of an offset openator,
Cemmission's opinion, such is necessary but at the

risk of the offser operawr unless it is found thatfuch well is
completed st a point outside the drilling phit, or &
unanthorized point. Lo

D. All producible wells that are located 300 fg oz less from mny

drilling vmit line and thatyeach adepth of 4800 feel or more shall
have directional surveys made o the g
before setring the final string of casing /A certified copy of such
directional surveys shall be filed wy
operator within 20 days of comp
E. Wells may withoiw spprovd
intentionally deviated shory/distmces where necessary In
straighten the hole, sidetack junk, or correct other mechamical
difficulties. The action ofthe operator shall be reported © the
Commission (Form GA2, see Appendix 1) within 20 days
following such actic
F. Nothing in these njs shall be interpreted to permit the drilling
of any well in spth marmer that it crosses drilling it lines,

ion of the survey.

Historicat Note
Former Rule G-113.

R12-7-2}6.  Shooting and chemical treatment of wels
If injug results to the producing formarion, casing, or casing seatas a
resulyof shooting or weating a well, the operator shall notify the
ission in the most expedient marmer snd shall proceed with
d 'gmcenouse!hemmsas:p;mvedbyﬂleCormnisianmracdfy

e damage. 1If the shooting or chemical meatment results in
irreparable injury to the well, the Commission may require the
operator o plug and abandon the well. The shooting or chemical
treatment of any well shall be reported to the Commmission (Form
G-12, see Appendix 1) within 20 days following the sction.

Historical Note
Former Rule G-114.

R12-7-217. Noke abatement
T}wcpcnmrsha]lminimizemiszwhmcmﬂmﬁnglirdtﬂﬁng
operations or when the well is allowed to produce while drilling.
Welfare of the operating persomnel and the public must not be
affected as a consequence of the noise created by the expanding
gases. The method and degree of noise abatemnent shall be spproved
by the Commission.
Historical Note
Former Rule G-115.

R12-7-218.  Well and Jease equipment
Weithead fittings or comections that have s test pressure equivalent
o ar least 100 percent of the calculated or known presswre in the
reservoir from which production is expected shall be installed and
maintained in first class condition.
Historical Note
Former Rule G-116,

RI2-7-219. Fires, leaks and blow-onts

Each person conmolling or operating sy well or pipeline shall
inmedimlynolifylheComniuiongivh;fundcnﬂsmnﬁulﬂ
ﬁrs!hatocan-umd&we]jsmhismuﬂshaﬂiumeﬁudy
repontodwConmﬁniunmyhnksorleahinmﬁommles
mpipclhesfrmnwhjchngmd:m;ﬂrmmuisauphrgorhs
escaped.
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0il and Gas Conservation Commission

In each such report of fires, breaks, leaks, or escapes, or other
accidants of this nahue, the location of the well, receptacle, or line
break shall be given by Section, Township, Range, and property so
that the exact location thereof can be readily located on the ground.
Such report shall slso specify the steps that were taken or that are in
progress to remedy the situation reportad and shall detait the quantity
of the geothermal resource lost, destroyed, or that escapes.

Historicat Note
Former Rule G-117.

Well completion

A completion report en a form prescribed by the Commission °

(Form G4, sz2 Appendix 1) shall be filed with the Commission
within 30 days after the completion of a well. Immediately
thereafter the Commission, shall, if such a well is a producing
well, classify the well & a geothermal well. Al logs and
surveys of any description, if taken, and driller’s logs as defined
herein and cenified as to their correctness shall be fil=d within
30 days after the completion of any well drilled.

1. “Driller’s Log™ shall mean the written record -

progressively describing the strata, water, oil or gas
encoumtered in drilling a well

If requested by the person filing m electrical survey or log, the

Commission shall keep such log confidential for a period not

exceeding two years from the date of completion of the well, If

such electrical and radioactive logs are not tun, the driller's log,
a$ defined herein, chall be provided to the Commission.

Samples of all cores and cunmings, at a maximum interval of t2n

fear, shall be furnished to the Commission within 20 days of the

completion or shandonment of the well from which said
samples were taken. All sarmples and cores for the Commission
shall be handled 2 follows:

1. Al ssmples shall be properly washed and dried.

2. An amount, the equivalent of two 1ablespoons, of e;
sample shail be placed In envelopes or other sujrble
wrapping and clearly identified as to the depth of 9hich it
was taken.

3. Samples shall be properly packaged for wanspliriing in a
manmer that will protect the individual sfnples; each
individual pack of samples shall contain 1hé identification
of the well from which the sampley originated, the
comple:c location of the well and Ake Conu'msnon s
permit number.

4. Samples of all wells shall be shipfed or mailed, charges

: id to:
01l & Gas Conservatio
Phoenix Office
Add 1o:
Arizona Bureau of/Mines
Umvmiry of Aplzo )
Tucson, Arizgs 85721

5. Core samples mfy be furnished in chips and suitzbly
packed as set fofth in paragraphs (2) and (3) above. Core
semples shal¥be shipped or mailed, charges prepaid, as
indicated ix'paragraph (4) zbove.

Historical Note
Former Rule G-118.

ommission

Rework and re-completion - shooting and

Afier 2 well has once been completed, ushallnotbedeepmed,
plugged back, or reworked, except for ordinary maintenance
operations or to be re-completed or repcrfora.led in the same
pivducing reservolr. without first giving ten days™ written
notice to the Commission of the character of the work proposed

S

and the time when it will begin, except In ant emergency 5 sct
out in these rules. The application shall be made on A form
prescribed by the Commission (Form G-12, see Appndix 1).
“The Commission will notify the applicant in writpdg whether
the contemplated work is approved or disapprovéd

In the case of an emergency, the spplication maybe mede orally
orbymlcgrzph.nﬂﬂnCmmnmmnyor or by telegraph
athorize the work; however, written applifation must be filed
within ten days afier emergency mthoriation is given, even
though the work has already been copfmenced or completed,
and a wriiten permit shall be issuegd’ which shall contain the

emergency authorization. : .

B. Within 20 days after the shootiafg or chemical treatment of a
well, if it is re-completed inAhe same res:rvon.ﬁ] the owner,
producer, or operator in chyfge of the work shall file with the
Commission a report on £orm prescribed by the Commission
(Form G-12, see Appépdix 1) snd alse (Form G4, see
Agppendix 1) if re-cogipleted '

C. ¥ a well is recopipleted, a Revised Well Completion or
Recompletion any/Well Log (Form G4, see Appendix 1) shali
be filed with she Commission within 30 days following
completion offwork.

Historical Note
Former Rule G-119.

R12-7- Reserved

R12-72223. Reserved

R}JE-71-224. Reserved

12-7-225. Reserved .

R12-7-226. Reserved

R12-7-227. Reserved

R12-7-228. Rmrvgd

R12-7-229. Reserved

R12-7-230. Reserved

R12-7-231. Intention to abandon and plog

A.. Anydrilling well completed as 2 dry hole, from which the rig is

B.

Page 22

tanmo\'uduul.sha}lbenmddndm:lmmeduﬂss
, awthorization to the comtrary has been given by the
Commission.
Approval of the Conunission must be obtained befors any work
is commenced to sbandon any well drilled including any well
drifled below the fresh watér level. The owner and operator
mmfshnﬂ.prmmthebegnmngofopemofphmig
the well, give written noticé on a form prescibed by the
Commission (Form G-9, mAppa:hs l)nflnsmmmnw
abandon such well. Upon receipt of such notice, the
Commission may send a dely suthorized representative 1o the
locarion specified to be present &1 the time stased in such notice
0 witness the plugging of the well.
In the case of an emergency, the spplication may be made orally
or by telegraph, and the Corunissicn may orally or by tzlegraph
mthorize the work; however, written spphication must be fled
within ten days after the mythorizstion iz given even
though the work has aiready been commenced or completed,
a:ﬂawnnmpmmtshallbemuﬂﬁwhd:ﬂullmﬁw
emergency muthorization.
Appmv-lofmeCmmsmnmmbeommedbyﬁhtam
application on a form prescribed by the Commission (Form
G-12, see Appendix I) prior to removing my surface or
production casing from mny"wiil, ndnpmmmplenonofmc
wark.mpmmgonnfompracﬁbedbymConmm(Fm
G-10, sez Appendix 1) the method in which the well was
plugged and the amounz of pipe pulled.
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Historical Note
Former Rule G-201.

R12-7-232.  Plugging methods and procedures

A. Uponapproval of the Conmmission, each sbandoned hole or well
shall be plugged by or on behalf of the owner, operator or
producer who is in charge of the well and responsible therefor.

Unless a different method and procedure shall be approved by

the Commission upon application by the owner, operator, or

producer on a form prescribed by the Commission (Form G-9,

see Appendix 1), the method and procedure for plugging the

well shail be as follows:

1. Thebotiomofthehole shall be filled to, or abndgcshallbe
placed at, the top of each producing formation apen to the
well bore, and in eitherevent 2 cement plug notjess than S0
feet in length shall be placed immediately above each
producing farmation open to the well bore.

2. Acontinuouscement plug shall be placed through all fresh
waler bearing strata and shall extend at least 50 feet above
and 50 feet below said strata.

3. Aplugnotless than 20 feet in length shall be placed ator -

near the surface of the ground i each hole.

4. The interval berween plogs shall be filled with mud
weighing 9 pounds per gallon, with not less than 36
viscosity API full furmel method.

5. The method of placing cement in the hole shall be by
pumping through tubing, pump and plug, or other method
appmved by the Commission. 'such method being at the
option of the operator.

6. Theexactlocaion of each abandoned well shall be marked
by 2 piece of pipe not less than four inches in diameter
securely set in concrete and extending at least four fest
above the general ground level. A permanent sign of
durable construction shall be welded or othewise
permanently atached to the pipe and shall contain
information required in mle R12-7-206(A). An
abandoned well location on tilled land shall be marked i
manner approved by the Commission.

B. When drilling operations have been suspended for 60 day€, the

well shall be plugged and abandoned wnless written pepfiission
for temporary abandonment shall be oblained from the
Commission.

C. Within 20 days afier plugging of any well, the gpfner, operator Nd

or producer responsible therefor, who pluggedfor caused to be
plugged the well, shall fle with the Commisyfon an affidaviton
a form prescribed by the Commissiog’ (Fom: G-10, see
Appendix 1) setting forth in detail the mfthod used in plegging
the well.
Historical Nofz
Former Rule @-202.

R12-7-233. Seismic, core, apll other explorztory holes

A. Any hole drilled for sragpfraphic purposes provided in a valid
and subsisting geotherpl resource Iease, must comply with all
rules and regulstions pértainimg to the drilling and abandonment
of a geothermal wl]

B. Esch hole drilldl for seismic, core, or other exploratory
purposes that pehetrates below a fresh wazer formarion shall not
be abandongA untl the owmer or driller plugs it in a manner
approved By the Commission. Within 20 days after the
plugging! a report on the form prescribed by the Commission
‘(Form/'G-10, see Appendix 1) shzll be filed with the
Con#nission by the owner or driller, setting forth the method

4 in protecting the water-bearing formations, th location by
arter-quarter-quarter section, wwiship and range, of the hole
drilled and plugged.

Histerical Note
Former Rule G-203.

R12-7-234. Wells to be used for fresh water
When the well or exploramry hole to be plugged may safely b used
as a fresh water well and such utilization is desired by the langowner,

his agent, or lessee and after said well has been setisfactorilf plugged
o 2 point imrnediately below the fresh water strata, ng#ice shall be
given o the Commission on the form presciibed G-13, see

Appendix 1) signed by the landowner, his agen? or lessee and
notarized in which the landowner, his agen:, gt lessee assumes

responsibility for the well and the final pluggidg. Such filing shall

constitute compliance with the obligation of ghch person to plug the
well, and firther Jiability under the bond agblicable to the well shail
lerminate. A wrigen stalement to that pffect shall be given by the
Commission so that the bond may be/fmmeelled or made no longer
effective with respect to that well

Historigdl Note
Formexr Kule G-204.

R12-7-235. Reserved
R12-7-236. Reserveg
R12-7237. Reseryéd
R12-7-238. Regefved
R12-7-239. Réserved
R12-7-240. /Reserved

RI12-7-24 Measurement of geothermal recoiirces

The lessaf shall measure or gauge all production in accordance with
methog$ approved by the Commission or may arrange with the
Conphission for other acceptable methods of messiming and
regtrding production. The quantity and quality of all production
ghiall be detzrmined in accordsnce with the sundard practices,
procedures, and specifications generally used i indusiry.

Historical Note
Former Rule G-301

R12-1-242. Monthly report

The owner or operator of any well producing geothermal resources
shall file with the Commission on or before the 25th day of the next
sucueedmgmmmaMonﬂﬂmednoasRewn(FomGG see
Appendix 1), seming forth the total production from each well and
other information as may be required by the Commission.

Historical Note
Former Rule G302

R12-7-243. 'Well test and reservolr surveys

When necessary or advisable, the Commission shall require tests, as
approved by the Commission, be made to determine the quentity and
quality of geothermal rescurces or feservoir energy. Such test shall
bereported to the Commission within 20 days afier the completion of
such test on a form prescribed by the Cmnmxsslon (Form G-6, see
Appendix 1).

Historicai Note
Former Rule G-303.

R12-7-244. Peollution and surface
The owner or operator shall take all reaseniehle precasions to avoid
polluting streams, polluting underground water, and Earnaging soil.
If any deleterious substznces carmot be treated or destroyed, or if the
volume of such products is too grest for disposal by the usual
methods without damage, other mesns of disposal, after approval by
the Commission, shall be used.
Historical Note
Former Rule G-304.
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R12.7-245. Disposal of brines snd salt water
Brines and salt water liquids shall be disposed of in the following
mannet:

I. Disposal in earthen pits. Brines or salt water may be
disposed of by eveporation when impounded in excavated
earthen pits, thet may only be used for such purpose when
the pit is undertaid by a tight, impervious soil, such as
heavy clay or hardpan, unless the pits ba so conswucted
and maintained as 10 prevent escape of the contents
thereof. Adequate mesns shall be taken to prevent surface
waters from entering 2ny pit. The Commission may
require that the use of any pit that does not conform to the
requirements of this Section be discontinued.

2. TMsposal by injection
a. Theunderground disposal of brines and salt water or

other water unfit for demestic, livestock, irrigationor
other beneficial use is prohibited unless authorized by
the Commission afier notice and hearing.
Application for such authorization shall be made on 2
form prescribed by the Commission (Form G-11, see
Appendix 1) accompaniad by all other documents
which may be required by the Commission, including
but not limited 10, a plat showing the location of the
disposal well, the location of all wells within one-half
mile of the locarion, including dry holes, abandoned
and drilling wells. The plai shall also show the names
of the operators and the names of the surface owners
within one-half mile radius of the disposal well,

b.  The initial anthorization for undergreund disposal i
one locality may define a grearer geographic area
than and specify fonnation in additionto that covered
in the application when dala supponting the
application merits such defined  extension
Subsequent applicarions for undergroumd disposal in
those areas and formations so defined may be
authorized administratively, provided, waivers fro
21l operators and surface owners within one-haif pfile
of the disposal well accompany the applicdtion;
provided, further, no protest or request for hpfring is
received by the Commission. In lieu of sugh waivers
the applicant may furnish proof of the foCi that sajd
offset operators and surface owners Wz notified of
the proposed disposal well provided ylich proof of the
fact is in a marmer satisfactory w#nd prescribed by
the Commission.

c. Whenever the Commission fhds after notice and
hearing that it would be in thefinterest of maintenance
of the underground geoth@fmal resowrce, prevention
of substance of the land flirface or maimtenance of the
quality of surface gfd other ground waters, the
Commission may/ require re-injection of the

geothermal efl or injection of other water
supplies into e producing zones,
Ktorical Note

Fghmer Rule G-205.

R12-7-246. Envjfonmental protection
In the absence of gbverage by any other Section of these regulations,
the Commission shall require operations inder this Chapter to be
conducted sg/s not to polluts land, water or air, pollute streams,
damage thefirface or pollute the underground water of the 1and upon
which thg/operations are being conducted, or pollute inderground
waters g1 neighboring lands. Federal and state air and water quality
standpfids will be followed unless more stringent requirements are
stiplated by the Commission. Plans for disposal of well effluents
pst take into account the effect on groundwaters, sireams, plants,

.

fish and wildlife and their populations, atmosphere, or any otj®
effects which may cause or contribute to pollution, and such glans
must be approved by the Commission before action is takep/under
thermn.

Historkcal Note
Former Rule G-306.

R12-7-2147. Reserved
R12-7-248. Reserved
R12-7-249. Reserved
RI2-7-250. Reserved
R12-7-251. Regulation of geothermydl resources production

" Upen determination by the Commissyén that geothermal resources

production in the state of Arizona, opfn a particular geotheymal area,
is causing waste, the Commissionhall limit the total amount of the
geothermal resource which magf be produced in the state or in a
particular geothermal area L
: Etorical Note
Fpffmer Rule G-401.

—

"'R12-7252.  Mont} ¥ producers report

Monthly ProducersReport (Form G-6, see Appendix 1) shall be filed

on each producipl lease within the state for each calendar month,

sening forth jfie complete data required by the Commission,
including not limited to the wtal lease production. If all
requiremepfs of the Commission are met, such forms may be filed in
its machthe version at the option of the producer operator. Seid
repart ghall be filed on or before the 25th day of the next succeeding
mory

Historical Not2 |
Former Rule G402

R12-7-253. Reserved

RE2-7-254. Reserved

R12-7-255. Reserved

R12-7-256.. Reserved

R12-7-257. "Reserved

R12-7-258.  Reserved

R12-7:259. Reserved

R12.7-260. Reserved

¥12-7-261.  Permit for injection

A. Theinjection of any substance into any geothermal raservoir o
increase recovery of geothermal resources or amy other
substance is prohibited unless anthorized by the Commission
after notice and hearing. ’

B. The application for a permit to inject any substance ino any
geothermal reservoir shall contain all information required by
the Commission, including but not limited to the following:
1. Plat showing location of the intake well or wells, and the

location of all wells, including drilling wells and dry holes,

and the names of the lessees within ene-half mile of the _

intake well or wells, :vd each offset .

The formarion from which wells re producing or have

produced.

The name, description, and depth of the formation to be

affected by injection. .

The log of the intake well or wells, or such information as

may be avaijlable.

Description of the intake well's casing, or the proposed

casing program, and the proposed method of testing casing

before use of the input wells. ,

6. Description of the substance proposed 10 be used for
injection, the source, snd the amovnts proposed o be
injected daily.

~

L
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7. The names and addresses of the opexator or operators of
the injection project.

Ristorical Note
Former Rule G-501.

R12-7-262. Casing and cementing of infection wells

A, Weils used for injection into producing formation shall be cased
with safe and adequate casing or mbing in arder 10 prevent
leskage, The case shall be ser and cemented in soch 2 marmer
that it will be encased in cement fram top to bottom (see rule
R12-7.211(A)).

B. Swurface casing shall be pressure tested with a minimum of 600
PSI for 30 mimutes. If a drop of more than ten percent of the 1est
pressure should oceur, the casing shall be considered defective
and comrective measures shall be applied. In wells drilled with
cable tools, casing may be tested by bailing the well dry. The
hole must remam sarisfactorily dry for ane howr before
commencing firther operations. Results of the above test shai!
be reported on a form prescribed by the Commission (Forin
G-12, see Appendix 1) withn 20 days following tast.

C. Ifanyremedial action is shown to be necessary as aresult of the
test. rule R12-7-212 shall be complisd with.

Historical Note
Fermer Rule G-502

R12-7-263. WNotice of colmmencement and discontinnance of
injection operanons
The following provisions apply to all njection projects.

1. Immediately opon the commencement of injection
operations, ﬂ:ecg:;mrshﬂlmufythe(:ammsnunafmc
commencement

2. Within tsn1 days after the interruption or discondnuance of
injecion operations, the operawr shall motfy th
Commission of the dats of such discontimuance and
reasons therefore.

Before any intake well is plngged and abandoned,

!.al

otice

R12-7-264. Records and reports
jecti ject shdl keep accurate records of the
y produced, and volumes of

312-7-2‘71. Certificate of compliance
Eachpmd:motcp:rmofmyweﬂshﬂluemmmdcr
and file with the Commission Operator’s Ceruific
Compliznce and Authorization to Tramsport Geoph
Resources from Lease (Farm G-5, see Appendix 1)/Ao
well

other wansporter © Tansport g
dﬂﬂlﬂ‘[ﬁdlﬂ.ﬂmﬂd herein \ rulesha]lnolprevennhe
pmdwuonarmspommn it geothermal resources in order 1o
prevent waste, pending/execution and approval of the
certificaie. Permission faf the transportation of such production

will be granted in 1.f the facrs justfy.
D. The catificats in full force and effect unil-
1. The ‘ownership of the developed unit changes, ot
2. The changes, ar
3. The is cancelled by the Commission.
Historical Note
Former Rule G-601.
R12.7. Geothermal purchasers monthly report

ir ot proration unit within the state shall file for each calendat
Geothernal Resoryee Purchasers Monthly Report (Form G-7,
Appendix 1) denailing acquisition and disposidon of all
eothermal resources taken by such person during that month. Such
report shall be filed on or befon: the 20th day of the next suéceeding
month

" Historical Note

Former Rule G-502.

R12-7-273. Reserved

R12-7-274. Reserved

R12-7-275. Reserved

R12-7-276. Reserved

R12-7-277. Reserved

Ri2-7-278. Reserved

RI12-7-279. Reserved

R12.7-280. Reserved

R12-7-281. Pmessur’srepor:s

A. A person who is the owner or who has the comrol or

management of 2Ty generating or processing plant in the state
shall keep at his office or other place of business in the state a
daily record of:

1. Aﬂgeo?mmlrmmivedhmmeguu:ﬁngor

geothermal resources were received.
The quantity and quality of the geothenmal resources
received from each persom.
4, The grice payable in respect of the geothermal resources
received from each
B. Unless otherwise directsd by the Conmission, esch plant
opexaux processing a geothermal resource shall file with the
Commission, on forms formished or approved by the
Commission (Form G-7, see Appendix 1), not lster than the

processing plant,
2. The names and addresses of the persans from whem
3

Zth day of each mouth, a full report of the geothermal .

resources processed during the preceding month showing:
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1. Partculars of the geothermal resources received at the
plant,
Pasticulars of the products derived from such geathermal
resources and the disposition thereof.
3. Such further particulars as the Commission may require.
Histotical Note
Former Rule G-701.

ta

R12-7-282. Reserved
R12-7-283. Reserved
R12.7-284. Reserved
R12-7-285. Reserved
R12-7-286. Reserved
R12-7-287. Reserved
R12-7-288. Reserved
R12-7-289. Reservad
R12-7-290. Reserved
R12-7-291.  Books and records to substantiate reports
Each operator, producer, mansporter ar generating plant operaror,
and initial purchases of a geothermal resource within the state of
Arizona shall make and keep appropriate books and records for a
reriod of not less than five years thar cover his operations in Arizona,
‘om which he may be able 10 make and substangare the reports
required by the Commission,
Historical Note
Former Rule G-801.

R12-7-292.  Written notices, requests, permits and regsfts
TueConmﬁssionshalladaptsumhfcrmsofmticw.mq eSL permits
and reports as it may deem advisable or necessary in cargfng out the
provisions of law and its rules and ragulations.
Historical Note
Former Rule G-802.

R12-7-293. Organization reports

Every person acting as principal ar a9/agent for mother or who is
mdepmdn::.ﬂyengagedhlhc drillitg operation, production, sterage,
Tansporation (except by raitrogds), refining, reclaiming, mearing,

marketing, processing of, or s&entific exploration for geothermal -

resources shall immediatelyfila with the Commission on the form
Crganization Report (Foph G-1, see Appendix 1) a statement nnder
oath giving the followg information: the name under which such
Susiness is being opérated or conducted, the name and post office
ddress of such ppfson and the business or businesses in which he is
sngaged; the p)dn ar organization, and if a reoTgamization, the name
and addresy’ of the previous orgamization: the shie where
incorporaéd., if a foreign corporation; and the name xnd post office
addresgOf the Arizona agent, together with the date of permit to do
busigfss in Arizoma; the names and addresses of the principal
opticeTs or parmers and the names and addresses of the directors

thereof. Immediately after any chumge occurs as to facts stated in thy
report filed, a supplementary report (Form G-1, see Appendiz/1)
shall be immediately filed with the Commission with respect 1puch
change. S
Historical Notz
Former Rule G-803.
RI2-7-284. Additional information may bé required
These rules shall not be taken or construedAn Iimit or restrict the
authority of the stare Oil and Gas Congérvation Commission to
require the fumishing of such addigafial reparts, data or other
information reladve 1o producton, Aransportation, processing, or
handling or geothermal rescurcey/in the state of Arizona as may
appear [0 be necessary or desirpble, sither generally or specifically,
for the preventdon of wasts/and the conservation of geothermal
TESOUTCES,
Historical Note
Former Rule G-804.

=/ APPENDIX 1 -FORMS

Number
1. Orgsnization repor
Rule R12-7-293
G-2. Bond

Rule R12-7-203, 233

G-3. Application for permit to dill, re-open, plugback or
Te-zner
Rule R12-7-204, 205, 207, 210, 233

G-4. Well completion or recompletion report and well log
Rule R12-7-220, 221, 233

G-5. Operator’s  certificare of complimee  and
anthotization to transport geotharmal resources from lease
Rule R12-7-271

G-6. Monthly producers
Rule R12-7.242, 243, 252

G-1.  Geothermal resources purchasers monthly report
Rule R12-7-272, 281

G-8. Report on injection project
Rule R12.7-264

GS. Application to zbandon and plng

" Rule R12-7-231, 232, 263

G-10.  Plugging record
Rule R12-7-231, 232, 233, 253

G-11.  Applicarion to dispose of geothermal resources waste
by injection into a porous formation
Rule R12-7-244, 245

G-12.  Sundiry notices and repors on wells
Rule R12-7-209, 211, 212, 214, 215, 216, 219, 221, 231,
262, 263,254

26. Water well
Rale R12-7-234

27. Permit to drill
Rule R12-7-204, 205, 233
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State of Arizona

Arizona Geological Survey

845 North Park Avenue, #100
Tucson, Arizona 85719
(602) 882-4795

Fife Symington Larry D. Fellows
Govemor Director and State Geologist

Qctober 9, 1992

Mr. J. Elliott Hibbs, GRRC Chairman
Department of Administration

¢/o Office of Strategic Planning & Budgeting
1700 West Washington, Room 500

Phoenix, Arizona 85007

Re: A.A.C, Title 12, Chapter 7, Article 1 0Oil, Gas, and Helium, and Geothermal Resources

Repeal R12-7-177, Appendix | in Article 1, and Anticle 2, Geothermal Resources
Adopt R12-7-125, R12-7-175, and R12-7-182
Amend R12-7-101, R12-7-119, R12-7-120, R12-7-121, R12-7-122, R12-7-126, R12-7-127,

R12-7-128, R12-7-129, R12-7-176, R12-7-178, R12-7-179, R12-7-180, R12-7-181.
Dear Mr. Hibbs:

On behalf of the Oil and Gas Conservation Commission the Arizona Geological Survey respectfully submits
the following information to the Governor's Regulatory Review Council in support of its proposal to repeal, adopt,
and amend the above referenced rules.

I. DESCRIPTION OF PROPOSED AND AMENDED RULES; PURPOSE; ACCOMPLISHMENTS:

A The Commission proposes to (1) repeal R12-7-177 because it is redundant with R12-7-110 and R12-7-
111, repeal Appendix 1 in Article I because all reference to it has been removed, and repeal Article 2, Geothermal
Resources because it has been fully integrated into Article 1; (2) adopt R12-7-125 to regulate the temporary
abandonment of wells, adopt R12-7-175 to define which types of injection wells require a permit from the
Commission, adopt R12-7-182 as renumbered and transferred to define the operating requirements of LPG storage-well
facilities, and (3) amend the remaining rules to remove definitions repeated in statute or not used, update and clarify
language, edit for consistency and grammatical accuracy, account for technological advances and currently accepted
practices in the regulated industry, and incorporate language to include geothermal resources and amend the title of
Article 1 to reflect the incorporation of language to regulate geothermal resources. The rules to be amended regulate
the completion and abandonment of wells and the permitting and construction of injection wells including enhanced
recovery, disposal, and storage wells. With this final szt of amended rules, Article 2, Geothermal Resources is fully
integrated into Article 1, Oil, Gas and Helium and Article 1 is retitled Oil, Gas, Helium, and Geothermal Resources
with this submission. These rules are authorized pursuant to the Conservation Act of 1951 and are specifically
authorized by A.R.S. §§ 27-501 through 27-522 and §§ 27-652 through 27-656.

B. These rules protect public health and safety, protect usable-quality groundwater, and prevent the waste
of and ensure the conservation and maximum recovery of the state’s oil, gas, and geothermal resources.
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Mr. I. Elliott Hibbs Page 4 October 9, 1992
III. ALTERNATIVES

One alternative considered was to continue with R12-7-181 as a long and cumbersome rule on LPG storage
systems. This alternative is not feasible because the title of R12-7-181 fits only subsections (1)(a) through (1){g),
which regulate storage-cavity design and construction. Subsections R12-7-181(1)h) through (1)}(m) regulate the
operation and closure of LPG-storage systems and was lost in a rule with a completely unrelated title. R12-7-18 HDM)
through (1)(m) were therefore amended and renumbered as R12-7-182 and assigned an appropriate and related title.
Another alternative was to retain Appendix 1 in Article 1; however, this alternative is not feasible because the basic
data required in a form is now spelled out in the text of the rules and all reference to Appendix 1 has been removed.
Another alternative was to continue with Article 2, Geothermal Resources:; however, this is not feasible because
Article 2 has been fully integrated into Article 1, which has been retitled to reflect this incorporation, and to continue

: -with Article 2 would be redundant and add unnecessary printing and copying costs to the Secretary of State. Another
X Tl - alternative was to continue with the language of the amended rules as currently written. This alternative is not feasible
because the rules contain archaic words or phrases, are not gender neutral, or are written in passive voice.

1IV.  IMPACT OF THE PROPOSED AND AMENDED RULES ON SMALIL BUSINESS

The majority of firms presently engaged in the exploration and production of oil, gas, and geothermal
resources in Arizona are small businesses. Because the Commission’s permitting, construction, completion, and
abandonment requirements prevent waste and protect public health and safety, they cannot be lessened in the case of S o
a small business; however, the cost of these requirements do depend on the number of wells permitted and drilled, ¥ :
and small operators have less of a burden in both costs and reporting 1equirements because smatl operators tend to ? S
permit, construct, complete, and abandon fewer wells. Furthermore, these rules are not really burdensome to any
operator because to construct, complete, and abandon wells in a manner that will protect the environment and the
public health and safety is not only a matter of good business practice but a matter of good public relations as well.
Therefore, each operator and producer has been and will continue to be required to permit, construct, complete, and
abandon wells consistent with these rules in order to conserve and prevent the waste of oil, gas, helium, or geothermal

~ resources in the state. Each operator and producer will continue to be required to participate in and allow onsite visits :

and inspections of its drilling operations and facilities and keep and file accurate records with the Oil and Gas Program IR
Administrator. ' ’

- Ianticipate that the proposed and amended rules will not increase or decrease the costs of compliance because

all operators and producers already meet the requirements, The proposed amendments to the referenced rules were

L E proposed to make Title 12, Chapter 7, Article 1 more concise, consistent, and understandable, both to the regulated

i audience and the regulating agency. The resulting clarity will have a positive impact on current small business in the

B ‘state and may attract more small business by making the regulation easier to understand and follow.

Sincerely yours, -. IR

A

Steven L. Rauzi
Oil & Gas Program Administrator

cc Larry D. Fellows
Oil and Gas Conservation Commission: Wilt, Chairman
Warne, Je., Vice-Chairman

I.C.
JLE.
B. H. Murphy
I1.D
Z.V
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AUTHORIZING STATUTES — Article 1 Oil, Gas, and Helium, and Geothermal Resources

R12-7-181

R12-7-182

AR.S. AUTHORITY

27-516; 27-656

27-503.8(3),(d); 27-516. A(1)(c),(d),(5); 27-656
27-503.A; 27-503.B; 27-516.A(6),(7); 27-652
27-516.A(2); 27-522.B; 27-656
27-516.A(2),(9); 27-652; 27-655; 27-656
27-516.A(1),(4},(6); 27-656.A

27-516.A(1); 27-656

27-516.A(1); 27-656

27-501(21); 27-656

27-516.A(1); 27-656

27-516.A(20); 27-656.A

27-516.A(20); 27-516.8; 27-517; 27-652;
27656

RULE NUMBER  BRIEF DESCRIPTION
R12-7-101 Definitions
R12-7-119 Well & lease equipment
R12-7-120 Fire, leaks, and biowouts
R12-7-121 Well completion
R12-7-122 Recompletion
R12-7-125 Temporary abandonment
R12-7-126 Intention to plug
R12-7-127 Plugging methods
R12-7-128 Stratigraphic holes
R12-7-129 Convert to water
R12-7-175 Underground injection
R12-7-176 Permit for injection
R—l-?—'»’—m—-—Gaﬁma-ef—iﬂjee{-len. V i > iR i T
R12-7-178 Injection operations
R12-7-179 Reports & records

- RI2-7-130 Storage welis

Storage well design & construction

Storage well operation

AF-516-AE20); 27656

27-515.B(3); 27-516.A(2),(8),(20); 27-653;
27-656

27-503.B(6); 27-516.A{20); 27-653
27-516.A(20); 27-516.B; 27-517
27-516.A(20)

27-516.A(20)
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ARIZONA REVISED STATUTES

CHAPTER 4

OIL. AND GAS

ARTICLE 1. PRODUCTION AND
CONSERVATION

27-501. Definitions

In this article, unless the context otherwise re-
quirea:

1. "Certilicate of clearance” means a permit ap-
proved and issued or registered by the comnmission for
transportation or delivery of oil, gas or oil und gas
products.

2. "Certiflicate ~f compliance” means a certificate
issued by the commission prior to connection of an oil
or gas well with a pipe line, showing compliance wilh
the conservalion laws of this state and conservation
rules, regulations and ordera of the commission.

3. "Commission or commissioner” means the oil
and gas conservation commission.

4. "Completed well” means a well thal meets any
of the following conditions:

(a) Has produced or is ready to produce new forma-
tion hydrocarbons.

(b) Has been declared a dry hole and temporarily
abandoned or plugged and abandoned.

(c¢) Has been otherwise readied fur operation as in
the case of injection and service wells,

6. "Developed area” or “developed unit” means a
drainage unit having a completed well capable of pro-
ducing oil or ges in paying quantities,

6. "Drainage unit” or "drilling unit” meana the
maximum area in a pool which may be drained effi-
ciently by one well to produce the reasonable maxi-
mum amount of recoverable oil or gas in tlie area.

7. "Field” means the general area which is or ap-
pears to be underlaid by not less than one pool, in-
cluding underground reservoirs containing oil, gas or
both.

8. "Fund” means the oil and gas conservation fund.

9. “Gas” means natural gos, casinghead gas, all
other hydrocarbons not defined a8 cil and helium or
other substances of a gaseous nature. Natural gas
and casinghead gas are furlher defined as follows:

(a) "Natural gas” means any combustible gas or
vapor composed chiefly of hydrocarbons occurring in
gaseous or vapor phase at initial reservoir conditions.

(b) “Casinghead gas” means any gns or vapor in-
digenous toc an oil stratum and produced from such
stratum with oil.

10. "Illegal o0il” and "illegal gus™ means oil or gas
produced within the stale from eny well during any
time in which the well has produced in excess of the
amount allowed by law or any rule, regulation or or-
der of the commission or the production of which shall
cause wasle, .

11. “lllegal product” means any product derived, in
whole or in parl, from illegal oil or gas.

12. "Net drainege” means drainage nol equalized
by counter-drainage. )

13. "Qil” means crude petroieum oil and all other
hydrocarhons, regardless of gravity, pr(_)duced at a
well in liquid form by erdinery production methods
and which are not the resull of condensation of gas.

i4. "Owner” mmeans the person having the right to
drill inlo, produce and uppropriate production of vil,
gas or both from a peol.

15. "Person™ inchudes a corporation, assecialion,
partnership, receiver, trustee, guardinn, executor, ad-
ministrator, fiduciary, representative or any group
acling ns a unit and includes any department, agency
or instrumentality of the state or any of its govern-
mental! subdivisions.

16. "Pool” means an underground reservoir con-
taining a common accumulation of oil, gas or both
and includes each zone of a general structure com-
pletely separated from any other zone in the struc-
ture.

17. “Producer” means the owner of a well capable
of producing oil or gas.

18. "Product” means oil, gas or any product, by-
product, mixture or blend of oil or gas.

19. "Royalty owner” menns a person possessing an
interest in the production but who ia not an owner.

20. "Waste” means and includes:

(u) Physical waste, as that term is generally under-
stood in the oil and gas industry.

tb) The inefficient, excessive vr improper use of or

the unnecessary dissipation of reservoir energy.

(c) The locating, spacing, drilling, equipping, oper-
ating or producing of any oil or gas well or wells in a
manner which causes or lends to cause reduction in
the quantity of oil or gas ultimataly recoverable from
a pool under prudent and proper aperations or which
causes or tends to cause unnecessary or excessive sur-
face oss or destruction of qil or gas.

(d) 'The ineflicient storing of oil or gas.

{e) The production of oil or gas in excess of trans-
purtation or markeling facilities.

(D The production of oil or pas when it is
unprofitable to dispose of such production.

21, "Well” means and includes any hole drilled or
spudded in for the purpose, with the intention or un-
der the representation, of penetrating oil or gas bear-
ing strata or of penetrating any strala in search of
stratigraphic data pertinent to the location of oil or
gas bearing slrata, whether or not in either case, oil
or gas is actusally discovered, and any hole used in
connection with the underground storsge of hydrocar-
bon substances, whether liquid or gaseous, and any
hole used in connection with a process to inject any
substance for purpesea of disposal or to incrense re-
covery, including eny hole used for the purpose of
secondary or {ertiary recovery, and any hole used for
the purpose of pressure maintenance. The commis-
sion may, a8 it shall deem to be to the best interests of
the state, determine that any hole drilled or spudded
in ghall be included within this definition to the ex-
tent necessary for the adminislration end enforce-
ment of the rules required by § 27-516. The determi-
nation of the commission shall be final in any circum-
stance involving the question of purpose, intent or
representation provided such determination shall be
subject to sppend as provided by § 27.520. 1978
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27-502, Declaration of policy

A. It is the public policy of the state to:

1. Conserve the natural resources of oil and gas
and products thereof.

2. Prevent waste of oil and gas resources.

3. Provide for protection and adjustment of correla-
tive rights of owners of land wherein the natura! re-
] o sources lie und of owners and producers of 0il and gas

resvurces and prodacts thereaf, aud of ulhers inter-
ested therein.

ML

_ 4. Encourage development of natural resourcea of
» o oil and gas and their products.
SR 5. Encourage continuous and economic supply
thereof and demand therefor.
6. Safeguard the healih, property and public wel-
fare of citizens of the state and other interested per-
sons.

7. Promote all purposes indicated by the provisions .
of this article. J

B. This article shall be administered by the oil and
gas conservation commission.

C. The legislature finds and declares that oil and
gas in commercial quantities have now been discov-
ered and are being produced within this state. 1889 :

27-503. Waste of oil or gas prohibited; powers of
commissioner to prevent waste
A. Waate of 0il ar gas is unlawful and is prohibited.
B. The commissioner shall make inquiries he
deems proper to determine whether waste exists or is
imminent. In the exercise of such power the commis- ,
sioner may: o
1. Collect data. _
2. Make investigations and inspections.
R 3. Examine property, leases, papers, books and
T records, including drilling records and logs.
T, 4. Examine, check, test and gauge oil and gas
R ¢ wells, tanks, refineries and modes of transportation.
: 5. Hold hearings. _ .
i 6. Require keeping of records and making of re- R T PR
7. Take action he deems necessary to enforce and Do o i
; effectuate the provisions of this article.
' C. The commigsioner may in order to prevent ' _ . : L
e waste and avoid drilling unnecessary wells, permit - . BRI A
g the cycling of gas in any pool or portion thereof or the , A ; S . S
introduction of gas or other substance into gn oil or
gas reservoir for the purpose of repressuring the res- | ' T
N ervoir, maintaining pressure or carrying on secon- o
dary recovery operations of any type. The commis-
sioner shall permit the pooling or integration of sepa-
rate tracts when reasonably necessary in conrection
with the operations. 1958
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27-515. Powers and__ duties of commission; fees:
caompensation of personnel; publicaticn
revolving fund
A. The commission shail have—jurisdiction—and—authority—over—aill
personsy—and—property-—deemed—necessary—+to adninister and enforce the
provisions of this article and other laws relating to conservation of ofil
and gas. The commission may, at any time, enter upon property and inspect
wells drilled for oil or gas, and well records, and shall control
property, machinery and appliances necessary to gauge the wells. The

Arizona geological survey shall provide staff support to the commission to
administer the provisions of this chapter.

B. The commission may:

1. Administer oaths to a witness in any hearing, investigation or
proceeding held under this article or other law relating to conservation
of o1l and gas.

2. Issue subpoenas requiring attendance and testimony of witnesses
and production of books, papers and recerds deemed matérial or necessary,

and direct service of subpoenas by a sheriff or other officer authorized
by law to serve process.

3. Prescribe rules and do ali acts necessary or advisable to carry
out the provisions of this article.

4. Collect such fees as will cover the costs of such services as,
but not limited to, reproduction of records or any portion thereof and
copies of rules. The monies so collected shall not be subject to the
provisions of section 27-523, but shall be transmitted by the commission
to the staie treasurer for deposit in the fund from which the expenditure
was originally made.

5. Publish;—in-cooperation—with-—the—resource—analysis—division—of
the—state—lenddepartment; technical maps, cross sections and reports and
seil these materials for such fees as will cover the costs incurred in
their preparation, reproduction and distribution.

€. The commission may enter into cooperative agreements with
agencies of the United States government, with agencies of state or local
government or with Indian tribes for the purpose of protection of the
fresh water supplies of the state from contamination or poilution brought
about by the drilling of any well or for any other purpose of this
article.

D. The commission may APPLY FOR AND accept gifts, devises and
donations of books, well records, maps or other materjals. All donated
matertfals-shall become public records.

E. Monies collected under subsection 8, paragraph 5 of this section
shall be deposited in the oii-and-gas—conservation—cemmission—publication
GEOLOGICAL SURVEY PRINTING revolving fund and SHALL BE used to prepare,
reproduce and distribute further publications. Monies in the pubHeation
revolving fund are not subject to section 27-523. and—are—exempt—from
s 198;—relating-tolapsing-of—appropriations;—except—ati-monies
{in—therevolving—fund-exceeding-five—thousand-doilars—shai—revert—to—the
state—generat—fund-
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27.516. Rules and regulations

A. The commission shall make rules and amend
them as deemed necessary for the proper administra-
tion and enforcement of this article, including the
following rules, regulationa and orders:

1. Requiring the drilling, casing and plugging of
wells in a manner to prevent:

{a) Escape of oil and gas from one stratum to an-
other.

(b) Intrusion of water into an oil or gas stratum
from a separate stratum.

(c) Pollution of fresh water supplies by oil, gas or
ealt water.

(d) Waste.

2. Requiring reports showing the location of oil and
gas wells and requiring filing of logs and drilling
record within thirty days from the completion of a
well drilled for il or gas.

3. Requiring a reasonabie bond with good and suf-

ficient surety conditioned on the performance of the -

duties prescribed in parsgrapha 1 and 2 of this sub-
section including the obligation to plug each dry or
ebandoned well.

4. Preventing drowning by water of any stratum or
part capable of producing ol or gas in paying quanti-
ties and preventing the premature and irregular en-
eroachment of water which reduces or tends to reduce
the total ultimate recovery of oil or gas from any pool.

5. Requiring the operation of wells with efficient
gas-oil ratio and fixing the limita of such ratios.

6. Preventing blow-outs, caving and seepage.

7. Preventing creation of unnecessary fire hazarda.

8. Requiring identilication of ownership of oil and
gas wells, producing leases, refineries, tanks, plants,
gtructures and storage and transportation equipment
and facilities.

9. Regulating shooting, perforating and chemical
treatment of wells.

10. Regulating gas cycling operations.

11. Regulating secondary recovery methods, in-
cluding introduction of gas, air, water or other sub-
stance into preducing formations.

12. Regulating spacing of wella and establishing
drilling units.

13. Limiting, allocating and apportioning produc-
tion of 0il and gas from a pool or field for prevention
of waste, and allocating production between tracts of
land under separate ownership in a pool on a fair and
equitable basis so that each tract will be permitted to
produce not more than ita just and equitable share
from such pool.

14. Preventing, so far as practicable, reasonably
avoidable drainage from each developed unit, not
equalized by counterdrainage.

15. Requiring a producer of oil or gas to aubmit for
each oil or gas well operated, on a form prescribed by
the commission, & monthly report of actual produc-
tion from each oil or gas well. Such report shall be
gubmitted on or before the twenty-fith day of the
next succeeding month.

16. Requiring persons making settlement with the
owner of oil or gas intereata to render gtatements to
the owner showing the guantity and gravity pur-
chaged and the price per barrel of oil or the price per
one thousand cubic feet of gas.

17. Requiring, either geperally or in a particular
area, a certificate of clearance for transportation or
delivery of cil, gas or any preduct.

C

18. Requiring the applicant for a drilling permit, if
the surface of the land is owned by another not in a
contractual relationship with the applicant, to post
bond in a reasonable sum with good and sufficient
surety conditioned on payment of just compensation
to the landowner for actual damages to the surface of
or improvements on the land caused by the drilling
permitiee’s operations.

19. Requiring all forms and reporta requested by
the commission to be submitted to the commission on
or before the twentieth day of the next succeeding
month for monthly reports or within twenty days fol-
lowing the completion of the action requiring the re-
port, except aa otherwise provided by the cornmission.

20. Requiring the permitting of all wella and the
approval of all equipment and methods:

(a) To create or use existing storage space for the
underground sterage of hydrocarben substances,
whether liquid or geseous.

{b) Used for the injection of any substance into geo-
logical strata for the purpose of pressure maintenance
or for the purpose of increasing ultimate recovery.

{c) Used for the purpose of secondary and tertiary
recovery.

(d) Used for the disposal of any substance.

B. No rule, regulation or order, or change, renewal
or extension, except aa otherwise provided by thia ar-
ticle, shall, in the absence of an emergency, be made
hy the commission undes the provisions of this article
except after a public hearing of which not leas than
ten days' notice has been given. The public hearing
shall be held at such time and place as may be pre-
scribed by the commission, and any interested person
shall be entitled to be heard. Notice shall be given by
personal service, by publication or by United States
mail, addressed, postage prepaid, to the last known
mailing address of the person or persons affected. The
date of service shall be the date on which service was
made in the case of persons) service, the date of first
publication in the case of notice by publication and
the date of mailing in the case of notice by mailing.
The notice shall issue in the name of the state, and
shall be gigned by a member of the commission or its
deputy, shall specify the style and number of the pro-
ceeding, the time and place of the hearing and shall
briefly state the purpese of the proceeding. Should
the commission elect to give notice by personal ser-
vice, such service may be made by an officer autho-

rized to serve process or by the commission in the’

same manner as is provided by law for the service of
process in civil actions in the courts of this atate.
Proof of service by the commission shall be by the
sffidavit of the commiesion or its authorized repre-
sentative making personal service. If service is made
by the sherifT, the proof of service shall be as required
by law for service of process in civil actions. If the
matter to be heard concerns the adoption, amend-
ment or repeal of a regulation of general applicabil-
ity, ootice shall be by publication.

C. If an emergency is found by the commission te
exist, which in its judgment requires making, chang-
ing, renewing or extending a rule, regulation or order
without first baving a hearing, the emergency rule,
regulation or order shall have the same validity as if
a hearing had been held after due notice. The emer-
gency rule, regulation or arder shall remsin in force
not to exceed thirly days from ils effective date but
shall expire when a rule, regulation or srder with
respect to the subject matter of the emergency rule,

regulation or order becomes effective after due notice
and hearing.

1978
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27-517. Hearings; reporter; fees
A. Any interested person shall, by written request,

. have the right to have the commissioner call a heny-

ing for the purpose of taking action in respect to any
matter within the jurisdiction of the cemmissioner.
Hearings shall be held at the time and place the com-
missioner directs, and any person having an interest
in the subject matter of the hearing may appear and
be heard. Upon receipt of the request, the commis-
sioner shall promptly call a hearing, and, not more
than thirty daya thereafier shall take action with re-
gard to the matler as he deems appropriate. The re-
quest for hearing ghall be accompanied by a fee of
fiflty dollars. )

B. The commissioner shall prescribe rules of order
and procedure in hearings or olher proceedings held
under this article. The commissioner shall appoint a
competent shorthand reporter to be present through-
out all public hearings. The reporter shall be sworn
by the comniissioner faithfully to perform the duties
of a reporter. The commissioner ghall have the same
control and authority over the reporter as the judge of
a superjor court exercises over a court reporter, and
the duties of the reporier shall, insofar as applicable,

" be the same as those fixed by law for a court reporter.

C. As soon as possible following the hearing the
commission shall bill the person requesting the hear-
ing for the total cost of publication for the notices of
such hearing and the total cost of the court reporter’s
fees less the originol fifty dollar fee. The requesting
party shall within ten dayz after receipt of the billing
by the commission reimburse the commission the
amount of money o billed or be auhject to the penal-
ties as prescribed in subsection A of § 27-527. The
money 50 collected by the commission shall not be
subject to the provision of § 27-523 but shall be de-
posited by the commission with the state treasurer to
the fund from which the expenditure was originally
made. 1973

271.522. Records

A, All niles, regulations and orders made by the
commission shall be in writing and entered in full in
a book kept by the commission. The book shall be &
public record open to inspection at all reasonable
times during office heurs. A copy of any rule, regula-
tion, order or any document whatever on file in the
office of the commission certified by the commisaion
shall be received in evidence in s!! courts of the state
with the same effect as the original.

B. Well logs, casing records; cempiled data and
other information shell be properly indexed end suit-
ably recorded in the permanent records of the com-
mission and shall be open to inspection by the public
at all reasonable times during offic2 hours. The well
recorda of a well drilled in unproven territory shati
not be subject to inspection until six months after
tompletion. The director of water resources may in-
spect any and &fl well records at any time, but shall
keep confidential all information that iz not subject to
inspection as otherwise provided in this section. 1982
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ARTICLE 4. GEOTHERMAL RESOURCES

27-651. Definitions

In this article, unless the conlext otherwise re-
quires:

1. "Commission” means the oil and gas conserva-
tion commission.

2. "Completion” or "completed well” means a well
that has produced or is capable of producing geother-
mal resources or has been determined to be a dry
hole, temporarily abandoned or plugged and aban-
doned, or has been readied for other phases of exploi-
tation.

3. "Department” means the state land department.

4. "Environment” means the sum total of all the
external conditions which may act upon an organizm
or community, to influence its development or exis-
tence.

5. "Geothermal area” means the same general sur-
face area which is underlain or reasonably appears to
be underlain by one ot more formations containing
geothermal resources.

6. "Geothermal resources” means:

(a) AN products of geothermal processes embracing
indigenous steam, hot water and hot brines.

{b) Steam and other gases, hot water and hot
brines resulting from water, other fluids or gas artifi-
cially introduced into geothermal formations.

(c) Heat or other associated energy found in geo-
thermal formations, including any artilicial stimula-
tion or induction thereof.

{(d) Any mineral or minerals, exclusive of fossil
fuels and helium gas, which may be present in solu-
tion or in association with geothermal steam, water
or brinea.

7. "Lease” means a geolhermal resources develop-
ment lease issued for state lands pursuant to the pro-
visions of this article.

8. "Lessee” means the holder of a lease or any as-
signee of an original lease or part thereof.

9. "Operator” means any person drilling, main-
taining, operating, pumping or in control of any well,
and includes the owner, when any well is or has been
or is about to be operated or under the direction of the
owner.

10. "Owner” means and includes the operator
when any well is operated or has been operated or is
about to be operated by any person other then the
DWHET.

11. "Person” meana and includes any individual,
firm, association, corporation or any other group or
combination acting as a unit.

12. "Waste” means any physical waste including,
but not limited to, underground waste resulting from
the inefficient, excessive or improper use or dissipa-
tion of reservoir energy or resulting from the loca:
tion, spacing, drilling, equipping, operation or pro-
duction of a geothermal resources well in such a man-
ner that reduces or tends to reduce the ultimate eco-
nomic recovery of the geothermal resources within a
reservoir, and surface waste resulting from the ine(f-
cient storage or utilization of geothermal resources
and the location, spacing, drilling, equipping, opera-
tion or production of a geothermal resources well in
such a manner that causes or tends to cause the un-
necessary or excessive aurface loss or destruction of

{

geothermal resources obtained or released from the
reservoir.

13. “Well” means any well drilled in search of geo-
thermal resources or any development well on lands
in areas proved to be underlain by one or more forma-
tions conteining geothermal resources or reasonably
presumed to contain geothermal resources or any
well drilled for information purposes, or any produc-
ing well or reentered abandoned well used for the
injection of fluids into the geothermal fermation or
disposition of fluids into nongeothermal formations,
or any well drilled for the purpose of stimulating the
heat of a formation or for the creation of heat in a
formation by nuclear or any other form of energy.

1977
27-652. Supervision by commission

A. The commission shall so supervise the drilling,
operation, maintenance and sbendonment of geother-
mal resource wells as o encourage the greatest ulii-
mate economic recovery of geothermnal resources, to
prevent damage to and waste from underground geo-
thermal reservoirs, to prevent damage to or contami-
nation of any waters of the state or any formation
productive or potentially productive of fossil fuels or
heliumn gas, and to prevent the discharge of any fluids
or gasea or disposition of substances harmful to the
environment by reason of drilling, operation, mainte-
nance or abandonment of geothermal resource wells.

B. Any person engaged in the drilling of a well for
geothermal resources underlying a usable ground-
water aquifer shall case the bore hole in a watertight
manner [rom the Iand surface to the geothermal pro-
ducing zone or to & depth sufficient to prevent dam-
age or contamination of the aquifer from the escape of
geothermal resources from the bore hole. Materials
and installation procedures for casing and sealing of
the bore hole shall be in accordance with apecifica-
tions and procedures approved by the commission.

C. Disposal of water or brines obtained from a geo-
thermal well whether by ponding and evaporation,
release to a watercourse or other means ghall not
domage or contaminate the underlying groundwater
aquifer or pollute any stream, river or body of surface
water. Construction and maintenance of all geother-
mal water and brine disposal eystems and of the de-
vices required to monitor quantity and quality of the
waters and brines disposed of in each aystem shall be
in accordance with apecifications, procedures and reg-
ulations approved by the commission.

D. Whenever the comnmission finda that it would be
in the interest of maintenance of the underground
geothermal resource, prevention of subsidence of the
land surface or maintenance of the quality of surface
and other ground waters, the commission may re-
quire reinjection of the geothermal effluent or injec-
tion of other water supplies info the producing zones.

1972

27-853. Information; filing; confidentiality

The commission shall collect all information re-
garding sl! wells drilled in the state for geothermal
resources necessary for the purpose of supervision of
such wells. AH such data shall be filed in the commis-
pion office and, upon request of the operator, shall be
kept confidentinl for & period not to exceed two years
following the date of completion of such well. Ali such
dats shall also be availablé to the director of water
resources, who shall keep the information obtained
confidential when such a request has been made of
the cornmissgion by the operator. 1981
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27-655. Commission approval prior to opera-
tion; information; hearing

The commission shall have jurisdiction over any
atimulation, induction or creation of a geothermal re-
source. Prior to any operation involving the stimula-
tion, induction or creation of a geothermal resource,
or any combination thereof, approval of the commis-
sion must be obtained. All information deemed neces-
sary by the commission concerning such operations
ghall be submitted to the commission in such form as
determined by the commission no later than thirty
working days prior o a commission hearing to con-
sider approval of said application. No application to
stimulate, induet or create a geothermal resource will
be approved by the commission except after notice
and hearing as set forth in § 27-656. 1972

27-656. Ruies and regulations; hearing

A. The commission shall promuigate rules and reg-
ulations necessary for the proper administration and
enforcement of this article.

B. No rule, regulation or order, or change, renewal
or extension thereof, except as otherwise provided by
this article, shall, in the absence of an emergency, be
made by the commission under the provisions of this
article except after a publie hearing of which not less
than ten days’ notice has been given. The public hear-
ing shall be held at such time and place as may be
prescribed by the commission and any interested per-
son shall be entitled to be heard. Notice shall be
given by personal service, by publication, or by
United States mail, addressed, postage prepaid, to the
last known mailing address of the person or persons
affected. The date of service shall be the date on
which service was made in the case of personal ser-
vice, the date of first publication in the case of notice
by publication, and the date of mailing in the case of
notice by mailing. The notice shall issue in the name
of the state, and shall be signed by a member of the
commission or its deputy, shall specify the style and
number of the proceeding, the time and place of the
hearing, and shall state briefly the purpose of the
proceeding. If the commission elects to give notice by
personal service, such service may be made by an
officer or process server authorized to serve process,
or by the commission, in the same manner as is pro-
vided by law for the service of process in civil actions
in the couris of this state. Proof of service by the
commission shall be by the affidavit of the commis-
sion or ita authorized representative making personal
service. Where service is made by an officer or procesa
server authorized to serve process, the proof of service
gha!ll be as required by law for service of process in
civil actions. If the matter to be heard concerns the
edoption, amendment or repeal of a regulation of gen-
eral applicability, notice shali be by publication.

C. If an emergency ia found by the commission to
exist which, in its judgment, requires making, chang-
ing, renewing or extending & rule, regulation or order
without first having a2 hearing, the emergency rule,
regulation or order shall have the seme validity as il
a hearing had beer held after due notice. The emer-
gency rule, regulation, or order shall remain in force
not to exceed thirty days from its effective date, but
in any event shall expire when a rule, regulation or
order wilh respect to the subject matter of the emer-
gency rule, regulation or order becomes effective after
due notice and hearing. 1972
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110 through R12-7-118 to update and clarify language, edit for cousistency and grammatical

44

CONCISE EXPLANATO% STATEMENT, Title 12, Chapter 7, Ar{' Ye 1: Oil, gas and helium

1. The Qil and Gas Conservation Commission, pursuant to A.R.S. § 27-516.A, has adopted the
following rules, as amended, to monitor the permitting, drilling, casing, and completion of wells
drilled for oil, gas, and geothermal resources to protect all known and reasonably estimated
freshwater aquifers, prevent waste, and ensure the conservation and maximum recovery of these
resources. A brief description and the specific statutory authority for each rule is as follows:

RULE NO. BRIEF DESCRIPTION A.R.S. AUTHORITY

R12-7-103 Bond 27-516.A(3),(18); 27-523;
27-652; 27-656; 27659

R12-7-104 Permit to drill 27-513; 27-516.A(2),(20); 27-652; 27-659

R12-7-105 Change location 27-513; 27-516.A(2); 27-652; 27-659

R12-7-106 Identification 27-516.A(8); 27-652; 27656

R12-7-107 Spacing of wells 27-504; 27-505; 27-506.A; 27-516.A(12);
27-516.B; 27-517; 27-531 through 27-539
27-632; 27-656

R12-7-108 Reserve pits 27-516.A(1)(c); 27-516.A(6); 27-652;
27-656

R12-7-110 Surface casing 27-516.A(1),(6); 27-652; 27-636; 27-660

R12-7-111 Casing & tubing 27-516.A(1),(4},(6); 27-652; 27660

R12-7-112 Defective casing or cementing 27-516.A(1)(b),(c); 27-651; 27-656; 27-660

R12-7-113 Blowout prevention 27-516.A(6); 27-656; 27-660

R12-7-114 Recovery of casing - 27-516.AQ1),(6); 27-656

R12-7-115 Deviation of hole 27-506.A; 27-516.A(13); 27-516.B; 27-517
27-652; 27656

RIZ—?—I 16 Multiple completion 27-5 16.A(1)(a),(13); 27-516.B; 27-517;

27-656.A

R12-7-117 Well stimulaiion

27-516.A(1),(9); 27-652; 27-655; 27-656

RI2-7-118

Hydrogen sulfide environments ~ 27-502.A(6); 27-516.A(7); 27-656.A

After reviewing these rules pursuant to A.R.S. § 41-1054, the Qil and Gas Conservation

: Commission (1) repealed A.A.C. R12-7-102 and R12-7-109 because R12-7-102 restates law and

provides a summary of and is redundant with other rules in Chapter 7 ang:l R12-7-109 is redundant
with R12-7-110 and R12-7-111, and (2) amended A.A.C. R12-7-103 through R12-7-108 and R12-7-

-y
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CONCISE EXPLANATO(;{;' STATEMENT, Title 12, Chapter 7, A( Ele 1: Oil, gas and helium
Page 2

accuracy, remove gender-specific terminology, account for currently accepted practices in the
regulated industry, and incorporate language to include geothermal resources.

2. One written comment was received on this group of rules after they were approved by the
Governor’s Regulatory Review Council on August 4, 1992, and published in the September 1992
issue of the Arizona Administrative Register. The comment called for a surety bond to be set at 125
percent of engineering and construction costs of a well. After considering this comment, the
Commission decided to retain the surety bond as approved by the Governor’s Regulatory Review
Council because the bond amount has been effective in ensuring compliance and is consistent with
federal bonding requirements and with the bonding requirements in surrounding states. As a result,
there is no change in the text of the proposed rules contained in the notice of proposed rule adoption
filed with the Secretary of State on August 17, 1992, pursuant to § 41-1022, and the text of the rules
as finally adopted by the Oil and Gas Conservation Commission on October 23, 1992.

3. Arguments for the rules are (1) these rules set a reasonable amount of surety bond, define
requirements for obtaining a permit to drill, and prescribe minimum spacing for wells, (2) these rules

_ define the drilling, casing, and testing requirements for oil, gas, and geothermal operations and (3)

these rules require operators and producers to install proper wellhead equipment to maintain the
control of the well and prevent the uncontrolled escape of abnormal pressures or dangerous gases.

OIL. AND GAS CONSERVATION COMMISSION

Jan C. Wilt
Chairman
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State of Arizona

Arizona Geological Survey

845 North Park Avenue, #100
Tucson, Arizona 85719
(602) 8824795

Larry D, Fellows
Birector and State Geologiat

October 23, 1992

Mr. Grant Woods
Attorney General

1275 West Washington
Phoenix, Arizona 85007

Re:  Formal request for legal assistance and representation

Dear Mr. Woods:

The Oil and Gas Conservation Commission formally requests your assistance in getting two

- wells, the Cam-Roy Power Ranches #1 and Power Ranches #2, plugged and abandoned. These

wells have been in violation of this Commission’s order to be plugged and abandoned since
February 19, 1988.

This Commission first requested assistance from your office on July 14, 1988. After
completing some preliminary matters as advised by Mr. Sheldon Muller and Ms. Carol Lewin of
your office, we again requested your assistance on November 16, 1990. Because no legal action
had been initiated, we reiterated our request for legal assistance on November 1, 1991. Still lacking
legal assistance in the courts, we again requested on March 6, 1992, that your office pursue
whatever legal action was mecessary to have the wells plugged. In our last meeting, July 6, 1992,
this Commission yet again reiterated our desire to have this matter resolved by whatever legal

remedy available. A summary of events on this matter as recorded in our minutes of meetings is
attached.

Sincerely,

OIL AND GAS CONSERVATION COMMISSION

4 -
é.‘ Jan C. Wiit

Chairman
Enclosﬁ're

cc  ‘Larry DI Fellows
Steven L. Rauzi, Oil and Gas Program Administrator

Joe Lane, Special Assistant, Office of the Governor

Karen A. Clark, Assistant Attomey.General
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09-23-83
11-13-83
02-24-84
02-15-85

05-24-85

08-16-85
01-17-86
05-16-86
07-18-86
05-15-87

08-21-87

01-15-88

02-19-88*

03-18-88

07-14-88*

01-20-89

03-17-89

07-21-89

c 0

SUMMARY OF EVEN’IS REGARDING GEOT!ERMAL.WELLS AS RECORDED IN
OIL & GAS CONSERVATION COMMISSION MINUTES OF MEETING
Page 1

1) Doss letter requests information from Bannister regarding temporary abandonment, no response.
1) Still no response, Doss suggests Order to Show Cause through Anorney General’s office.

1) Commission extends temporary abandonment for i year 1o June 30, 1985.

1) Fomeroy plan to rehabilitate wells, is having difficulty in arranging financing for project.

1) Pomeroy reports that his lease assignments are not valid, nor was the Geothermal Kinetic's lease.
2) Doss reports that the owners would then be responsible to plug and abandon the wells.

1) Commission extends temporary abandonment for 6 months to January 1, 1986,

1) Commission extends temporary abandonment for 6 months to July 1, 1986.

1) Brennan reports of call from Geothermal Kinetics asking about time limit to plug and abandon wells.

1) Commission extends temporary abandonment for 1 year to July 1987.

1) Resolve to cooperate with Pomeroy in regard to a DOE grant proposal or funding for development.

1) Pomeroy reports quiet title action from owners.
2) Mr. John Feegan, Assistant Antorney General (AAG), will get information and advise Commission.
3) Commission extends temporary abandonment for 6 months to February 21, 1988.

1) Pomeroy requests extension beyond February 21, Commission holds to extension date of February 21.
2) Paul Gilbenrt representing Powers Road Joint Venrure, owners of property, opposes further exiension.
3) Commission asks Attorney General to determine legal owner of property & advise on how to proceed.

1) Commission denies extension of temporary abandonment.

2) Mr. Sheldon Muller (AAG) advises R12-7-232(B) requires wells 1o now be plugged and abandoned.

1) Commission ratified its 2/19788 denial of extension of temporary abandonment.

1) Commission requests Attorney General to file motion to dismiss Cam-Roy vs Commission lawsuit.

2) Muller advises that no starute gives Commission authority to force plug and abandoz geothermal wells.

3) Commission requests that Attorney General get a court order to plug the welis on the Power Ranches.

1) Report that lease termination between Power Ranches and Cam-Roy upheld by Appeals Court.
2) Report that Cam-Roy Research Corporation is reorganizing because of bankrupicy filing,

3) Senate Bill 1044 giving Commission enforcement authority in geothermal matters to be heard on 1/29.

4) Muller advises filing lawsuit against Pomeroy, landowner, or both after SB 1044 is passed.

1) Muller advises to let Supreme Court rule on Cam-Roy Petition for Review" before filing suit,
2) Ms. Carol Lewin (AAG) may have to file claim in bankruptcy court on Commission’s behalf.

1) Commission has Brennan request Power Ranches’ intention with regard 1o plugging the wells.
2) Lewin filed "Controverting Certificate” and motion to have Cam-Roy vs Commission dismissed.
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r ) SUMMARY OF EVENTS ilEGARDING GEOTHERMAL WELLS AS RECORDED IN
OIL & GAS CONSERVATION COMMISSION MINUTES OF MEETING
Page 2

09-15-89 1) Report that the Cam-Roy vs Commission lawsuit was dismissed. _
2) Report that landowners of the Power Ranches are suing Cam-Roy Research Corp to plug the wells.
3) Brennan reports Pomeroy's claim to own the mineral rights and unwillingness to plug the wells.
4) Commission has Brennan send letter to landowners expressing Commission’s interest 1o plug wells.

12-15-89 1) Report that Keith Powers of Power Ranches requested forms and information on plugging the wells.

02-16-90 1) Power Ranches bought by Davidson ard Davidson, real-estate syndicate who defanlted on payments.
2) Keith Powers hopeful of recovering property, is aware of need to plug wells before selling property.

04-20-90 1) Lewin advises that enforcement is by injunctive action by the Superior Court,

. 7 2) That the Commission get DWR to exempt the wells from Groundwater Code or accept jurisdiction,
: o 3) That there is no statutory authority to file a lien.

4) Monserez advises that property is owned by Gilbert, Arizona-Power Road Properties Joint Venture,
S 5) And that they have a suit against Pomeroy to clear title & a second suit 1o have Cam-Roy plug wells.

08-17-90 1) Commission issues Order #59 to require reinjection of produced water from the geothermal wells.

jf ‘ o 11-16-90* 1) Brennan writes two letters to Monserez to confirm ownership of the property, no response received. : . .
. 2) Commission refers the matter to the Artornev General to get the wells pluceed by filine a suit.

02-15-91 1) Brennan reports on letter to Ms. Lewin (AAG) confirming reguest to 20 10 court to require plugging.
04-19-91 1) Brennan reports on Cam-Roy negotiations, they expect financing to be availabie in 60 days.

11-0191% 1) Commission reiterated request 10 have the Attornev General file suit to plug and abandon wells.
2) Commission notes that Attorney General’s Office has been slow to act on this matter.

3) Ms. Kate Mead (AAG) advises that an option is to file a court order to plug the well,
4) Have the order recorded in the county as a lien against the property,
5) And theredy encumber the land and its future sale or development.

03-06-92* 1) Mead reported that ownership of the property is still in question.
- 2) Pomeroy provided the Commission with a request for release of the Cam-Roy driiling bonds.
o 3) Commissioners agreed that bonds are in force until new bonds put up or wells plugged and abandoned.
4) Commission requested that Ms. Mead procesd immediatelv with l2eal action to plue wells.
5) Commission moved that the Attorney General pursue the order to plug and abandon, and
6) That the Commission not render a decision or even ask the question at this time of returning bonds.

07-06-92* 1) Ms. Karen Clark (AAG) advises that she is replacing Ms. Mead in representing the Commission. S o Co o : ' o 7
2) Commission notes that the bonds on these wells are not the issue. RN et
3) Commission’s concern is “when will they get some legal action to plug and abandon these wells.” i S R

'
5) Commission requests formal request letter to Attorney General for signature at next meeting.

it ¢ 4) Commission reiterates intention to file a lien on the property until this problem is resolved. 3 T D "o
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State of Arizona

Arizona Geological Survey

845 North Park Avenue, #100
Tucson, Arizona 85719
(602) 882-4795

Fife Symingtos Larry D. Fellows 3
Govemor Directar and State Geologist E
i .
|
é . .
P
September 18, 1992 g :

Ms. Karen A. Clark =
Assistant Attomey General

Attorney General’s Office

1275 West Washington

Phoenix, Arizona 85007

Dear Karen:

Enclosed is a copy of the letter to the Attorney General that the

Commission requested me to prepare for their signature at their meeting on
October 23, 1992.

Sincerely,

- 7
Steven L. Rauzi
Oil & Gas Program Administrator

Enclosure
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State of Arizona

Arizona Geological Survey

845 North Park Avenue, #100
Tucson, Arizona 85719
(602) 882-4795

Larry D. Fellows
Director and State Geologist

QOctober 23, 1992

Mr. Grant Woods
Attomey General

1275 West Washington
Phoenix, Arizona 85007

‘Re:  Formal request for legal assistance and representation

Dear Mr. Woods:

The Oil and Gas Conservation Commission formally requests your assistance in getting two
wells, the Cam-Roy Power Ranches #1 and Power Ranches #2, plugged and abandoned. These
wells have been in violation of this Commission’s order to be plugged and abandoned since
February 19, 1988.

_ This Commission first requested assistance from your office on July 14, 1988. After
completing some preliminary matters as advised by Mr. Sheldon Muller and Ms. Carol Lewin of
- your office, we again requested your assistance on November 16, 1990. Because no legal action
had been initiated, we reiterated our request for legal assistance on November 1, 1991. Still lacking
- legal assistance in the courts, we again requested on March 6, 1992, that your ofﬁce pursue
whatever legal action was necessary to have the wells plugged. In our last meeting, July 6, 1992,
~ this Commission yet again reiterated our desire to have this matter resolved by whatever legal

remedy available. A summary of events on this matter as recorded in our minutes of meetings is
‘attached.

Sincerely,

OIL AND GAS .CONSERVATION COMMISSION

Mrs. Jan C. Wilt
_Chairman

Enclosure

cc Larry D. Fellows
Steven L. Rauzi, Oil and Gas Program Administrator
Joe Lane, Special Assistant, Office of the Governor
Karen A. Clark, Assistant Attomey General
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SUMMARY OF EVENTS REGARDING GEQOTHERMAL WELLS AS RECORDED IN
OIL & GAS CONSERVATION COMMISSION MINUTES OF MEETING

Page 1
09-23-83 1) Doss letter requests information from Bannister regarding temporary abandonment, no response.
11-18-83 1) Still no response, Doss suggests Order to Show Cause through Attorney General’s office.
02-24-84 1) Commission extends temporary abandonment' for 1 year to June 30, 1985.
| 02-15-85 1) Pomeroy plan to rehabilitate wells, is having difficulty in arranging financing for project.
05-24-85 1) Pomeroy reports that his lease assignments are not valid, nor was the Geothermal Kinetic's lease.

2) Doss reports that the owners would then be responsible to plug and abandor the wells.

08-16-85 1) Commission extends temporary abandonment for 6 months to Janvary 1, 1986.
‘ G1-17-86 1} Commission extends temporary abandonment for 6 months to July 1, 1986.
) L 05-16-86 1) Brennan reports of call from Geothermal Kinetics asking about time limit to plug and abandon wells,
- 07-18-86 1) Commission extends temporary abandonment for 1 year to July 1987.
05-15-87 1) Resolve to cooperate with Pomeroy in regard to a DOE grant proposal or funding for development. . .
08-21-87 1} Pomeroy reports quiet title action from owners. |

2) Mr. John Feegan, Assistant Attorney General (AAG), will get information and advise Commission.
3) Commission extends temporary abandonment for 6 months to February 21, 1988.

01-15-88 1) Pomeroy requests extension beyond February 21, Commission holds to extension date of February 21.

2) Paul Gilbert representing Powers Road Joint Venture, owners of property, opposes further extension.
3) Commission asks Attorney General to determine legal owner of property & advise on how to proceed.

02-19-88* 1) Commission denies extension of temporary abandonment. 5
2) Mr. Sheldon Muller (AAG) advises R12-7-232(B) requires wells to now be plugged and abandoned. '

03-18-88 1) Commission ratified its 2/19/88 denial of extension of temporary abandonment.

07-14-88* 1) Commission requests Attorney General to file motion to dismiss Cam-Roy vs Commission lawsuit.
2) Muller advises that no statute gives Commission authority to force plug and abandon geothermal wells

i) ¢ 3) Commission requests that Attorney General get a court order to plug the wells on the Power Ranches.

po 01-20-39 1) Report that lease termination between Power Ranches and Cam-Roy upheld by Appeals Court. R S P

o0 2) Report that Cam-Roy Research Corporation is reorganizing because of bankruptcy filing. a S e T
' 3) Senate Bill 1044 giving Commission enforcement authority in geothermal matters to be heard on 1/29. S aaa

RO 4) Muller advises filing lawsuit against Pomeroy, landowner, or both after SB 1044 is passed. L T

03-17-89 1) Muller advises to let Supreme Court rule on Cam-Roy "Petition for Review” before filing suit. : : D ; - !
2) Ms. Carol Lewin (AAG) may have to file claim in bankruptcy court on Commission’s behalf, L '

07-21-89 1) Commission has Brennan request Power Ranches’ intention with regard to plugging the wells.
2) Lewin filed "Controverting Certificate” and motion to have Cam-Roy vs Commission dismissed.
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SUMMARY OF EVENTS REGARDING GEQTHERMAL WELLS AS RECORDED IN

OIL & GAS CONSERVATION COMMISSION MINUTES OF MEETING
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1) Report that the Cam-Roy vs Commission lawsuit was dismissed.

2) Report that landowners of the Power Ranches are suing Cam-Roy Research Corp to plug the wells.
3) Brennan reports Pomeroy's claim to own the mineral rights and unwillingness to plug the wells.

4) Commission has Brennan send letter to landowners expressing Commission’s interest to plug wells.

1) Report that Keith Powers of Power Ranches requested forms and information on plugging the wells.

1) Power Ranches bought by Davidson and Davidson, real-estate syndicate who defaulted on payments.
2) Keith Powers hopeful of recovering property, is aware of need to plug wells before selling property.

1) Lewin advises that enforcement is by injunctive action by the Superior Court,

2) That the Commission get DWR to exempt the wells from Groundwater Code or accept jurisdiction,
3) That there is no statutory authority to file a lien.

4) Monserez advises that property is owned by Gilbest, Arizona-Power Road Properties Joint Venture,
5) And that they have a suit against Pomeroy to clear title & a second suit to have Cam-Roy plug wells.

1) Commission issues Order #59 to require reinjection of produced water from the geothermal wells.

1) Brennan writes two letters to Monserez to confirm ownership of the property, no response received.
2) Commission refers the matter to the Attorney General to get the wells plugged by filing a suit.

1) Brennan reports on letter to Ms. Lewin (AAG) confirming request to go to court to require plugging.

1} Brennan reports on Cam-Roy negotiations, they expect financing to be available in 60 days.

1) Commission reiterated request to have the Attorney General file suit to plug and abandon wells.
2) Commission notes that Attorney General’s Office has been slow to act on this matter.

3) Ms. Kate Mead (AAG) advises that an option is to file a court order to plug the well,
4) Have the order recorded in the county as a lien against the property,
5) And thereby encumber the land and its future sale or development.

1) Mead reported that ownership of the property is still in question.

2) Pomeroy provided the Commission with a request for release of the Cam-Roy drilling bonds.

3) Commissioners agreed that bonds are in force until new bonds put up or wells plugged and abandoned.
4) Commission requested that Ms, Mead proceed immediately with iegal action to plug wells.

5) Commission moved that the Attorney General pursue the order to plug and abandon, and

6) That the Commission not render a decision or even ask the question at this time of returning bonds.

1) Ms. Karen Clark (AAG) advises that she is replacing Ms. Mead in representing the Commission.
2) Commission notes that the bonds on these wells are not the issue.

3) Commission’s_concern is "when will they get some legal action to plug and abandon these wells.”
4) Commission reiterates intention to file a lien on the property until this problem is resolved.

5) Commission requests formal request letter to Attorney General for signature at next meeting.
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