CASE 3753: Application of AMERADA
spranr ot oNRD. far a waterflood

expansion, Lea County.
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GOVERNOR
DAVID F. CARGO
CHAIRMAN

State of Netw Mexico
®il Conservation Tommission
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¥
LAND COMMISSIONER 7, DR

GUYTON B. HAYS 4, ",,‘.‘:. R
MEMBER "

P. 0. BOX 2088
SANTA FE

April 29, 1968

Re:
Mx. Jason Kellahin
Kellahin & Fox
Attorneys at Law
Post Office Box 1769
Santa Fe, New Mexico

Dear Sir:

STATE GEOLOGIST
A. L, PORTER, JR.
SECRETARY - DIRECTOR

Case No. 3753
Order No. R~-3407
Applicant:

AMERADA PETROLEUM CORP.

Enclosed herewith is a copy of the above-referenced Commission

order recently entered in the subject case.

Letter pertaining

to conditions of approval and maximum allowable to follow.

Very truly yours,

NP DD
e %/L

A. L. PORTER, Jr.
Secretary-Director

ALP/ir

Carbon copy of order also sent to:

Hobbs occ X
Artesia OCC

Aztec OCC

State Engineer ¥

Other
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GUYTON B. HAYS
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DAVID . CARGO
CHAIRMAN
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N
Ly My,
EEN [

STATE GEOLOGIST
A. L. PORTER, JR.
SECRETARY - DIRECTOR

MEMBER
SANTA FE

April 30, 1969

Mr. Jason Kellahin
Kellahin & Fox
Attorneys at Law
Post Office Box 1769
Santa Fe, New Mexico

Dear Sir:

Reference is made to Commission Order No. R-3407, recently entered
in Case No. 3753, approving the expansion of Amerada's Langlie
Mattix Woolworth Unit Waterflood Project.

Injection into the one newly authorized water injection well shall

be through 2~inch plastic-lined tubing set in a packer at approximately
3450 feet. The casing-tubing annulus shall be loaded with a corrosion-
inhibited fluid and left cpen at the surface or equipped with a pres-
sure gauge to facilitate detection of leakage in the tubing or packex.

As to allowable, our calculations indicate that when all of the
authorized injection wells have been placed on active injection, the
maximum allowable which this project, as expanded, will be eligible
to receive under the provisions of Rule 701-E~3 is 1904 barrels per
day when the Southeast New Mexico normal unit allowable is 42 barrels
per day or less.

Please report any e€rrcr in this calculated maximum allowable immediately,

both to the Santa Fe office of the Commission and the appropriate dis-
trict proration office.

In oxdex that the allowable assigned to the project may be kept cur-
rent, and in ordeyr that the operator may fully benefit from the allowable
provisions of Rule 701, it behooves him to promptly notify both of the
aforementioned Commission offices by letter of any change in the status
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Mr. Jason Kellahin
Kellahin & Fox
Attorneys at Law
Post Office Box 1769

Santa Fe, New Mexico April 30, 1968

of wells in the project area, i.e., when active injection commences,
when additional injection or producing wells are drilled, when
additional wells are acquired through purchase or unitization, when
wells have received a response to water injection, etc.

Your cooperation in keeping the Commission so informed as to the
status of the project and the wells therein will be appreciated.

Very truly yours,

DIt 4.

A, L. PORTER, Jr.
Secxretary-Director

~

ALP/DSN/ix

o i ——ary

cc: Oil Conservation Commission, Hobbs, New Mexico

Mr. D. E. Gray, State Engineer Office, Santa Fe, New Mexico

TN —




GRFORE ™1 OTL. CONSERVATION COMMISHION
: OF THE STATE OF NEW MEXICO

IN THE M«TTER OF THZ HEARING
CALLED BY THE OIL CONSERVATION
COMMZISEION OF REW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 3753
Order No. R~3407

i
! APPLICATION OF AMERADA PETROLEUM
} CORPORATION FOR A WATERFLOOD EXPAN-
{ SION, LEA COUNTY, NEW MEXICO.
's
| ORDER QF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on April 24, 1968,
at Santa Fe, New Mexico, before Examiner Daniel S, Nutter.

NOW, on this__29th day of April, 1968, the Commission, a
quorun being present, having considered the testimony, the record,
and the recommendations of ths EBxaminer, and being fully advisad
in the prenissw,

‘ FINDS :

{1} That due public notice having baen givaep as required by

iaw, the Cosmigsion has jurisdiction of thiz cause and Lihne subjeci)
. _. . v
MALENE Tharses, !

{7) Tt the aonplifoanit, Areradl cetrolevs Coerpovation,
pecks parmiseion to axpsad its Langlie Matiix Yoolworth unii
datavflasd Pegojeat i Dwe Tapalic-=iactios ronl o ne injection
of water into the szvon Rivers<{me2sn iormation shxough an
injectlion wall Lo he 2211128 at on vancthodox loeation 75 feat
from the Rorth iina and 2635 jfect from the Wesat line of Saction
27, TeaEblp 24 Sonth, Rwros 37 Sant, UMPY, Leas County, New
Maxtco,

(3) Taat the wellg in the nrojoct are=a ara in an advancad

cootat . ot Aerlorien on® et mvesarly b aolasgdvisd as Ygheionae”
- walle.

1 ) {(4) That the propopsd ovearsion of the wavestlood project

‘ - should result in the racovary of othsrwise unrecoOv yadbla oll,

L taereby prrvontinge wacts,




| hareby authnorized to expand its langlie Mattix woolworth Unit

-

CASE No, 3753
Urder Mo. R=~3407

{3) That the subject application should be approved and the
cxpanded project should be governed by the provisione of Rules
701, 702, and 703 of the Commission Rules and Regulations.

T 1S RBRED s

(1) That the applicant, Amerada Fetroleum Corporation, is

© Waterflood fFroject in the Langlie-Mattix Fool by the injection |

of water iunto the Seven Rivers-Quesn formation through an injec~- |
tion well to bha drilled at &an unorthodox location 75 feet frowm '
the North iune and 235 feet {roix the West line of fection 27,

Township 24 South, Range 37 East, RMPM, Lea County, New Mexico.

(2) “rat the expanded waterflood project shall be governed
by the provisions of Rules 701, 702, and 703 of zhe Commission
Rules and Regulations.

1
{3) That nonthly progress reports of the expanded waterflood|
project herein zuthorired shali he submitted to the Cormigsion in
accordance with Rules 704 and 1126 of the Convizcicn Ruler ang
Regulations.

{1} Huae jurgiadiovien of whds asves e wetalned for the
entry of sucan furtney ordzrs as the Coumiasion pay daen neces-
sary.

DUEE At Sania Fa, e Moenae, on taw dey awd year herelinahova
i Gesignated.

i
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Docket No. 12-68

DOCKET: EXAMINER HEARING- WEDNESDAY - AFRIL 24, 1968

9 A .M. - OTL CONGFRUATTON COMMIIGTON CONTRRENCE ROOM

ShLD Ny

STATE LAND OFFICE BUILDING, SANTA FE, NEw MEXICO

The following cases will be heard befare Daniei S. Nutter, Examiner, or
Elvis A. Utz, Alternate Examiner:

CASE 3750:

CASE 3751:

CASE 3752:

/

CASE 3753:

CASE 3754:

Application of Pan Americar Petroleum Corpcration for an
unorthcdox gas well location., [Lea County, New Mexico.
Applicant, in the above-styled cause, seeks an exception

to Rule 104 C II to permit the drilling of its State "AZ"
Well No. 4 at an unorthodox gas well location 990 feet from
the North and East lines of Section 34, Township 12 South,
Range 34 East, West Ranger Lake-Devonian Pool, Lea County,
New Mexico. The E/2 of said Section 34 would be dedicated
to said well.

Application of Pennzoil Company for a dual completion and
tubing exception, Lea County, New Mexico. Applicant, in
the above-styled cause, seeks apprcval for the dual cemple-
tion (conventional) of its Hudson FPederal 29 Well Ne. 1
located in Unit B of Section 23, Township 18 South, Range
33 East, South Corbin Fietd, Lea County, New Mexico, in
such a manner as to produce cil from the Wolfcamp formation
through 1.38-inch ID tubing and gas from the Morrow forma-
tion through 2-inch tubing. Further, applicant seeks an
exception to the tubing requirements of Commission Rule 107
in that said 1.38-inch tubing woula set more than 250 feet
above the uppermost Wolfcamp perforation.,

Application of Sunray DX Cii Company for a pilot waterflood
project, Chaves County, New Mexico. Applicant, in the above-
styled cause, seeks authority to institute a pilot waterflood
project in the Chaverco-San Andres Pcol by che injection of
water into the San Andres forinédTicn through its New Mexico

nX" Pederal Well No. 5 located in Urit G of Section 10, Township
8 South, Range 33 East, Chaves County, New Mexico.

Application of Amerada Petroiecum Corporation for a waterflood
expansion, Lea County, New Mexico. Applicant; in the above-
styled cause, seeks authority o expand its fanglie Mattix Wool-
worth Waterflced Project by the injection of water into the
Seven kivers-Queen formation throusgh an injecticn well to be
drilled at an unorthedox location 75 feet from the North line
and 2635 feet from the West line cf Section 27, Township 24
South, Range 37 East, lLanglie Mattix Pcol, Lea County, New
Mexico.

Application of Continenial Gil Ccmpany fer a non-standard gas
proration unit; Lea County, New Mexico. Applicantc, in the
above-styled cause, seeks the consolisation of two existing




Wednesday, April 24,1968 Examiner Hearing
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CASE 3755:

(Case 3754 continued)

non-standard gas proration units into one 280-acre unit
comprising the SW/4,W/2 SE/4, and SE/4 SE/4 of Section
35, Township 23 South, Range 36 East, Jalmat Gas Pool,
Lea County, New Mexico, to be dedicated to its Stevens
A-35 Wells Nos. 1 and 2 located in Units J and L,
respectively, of said Section 35. Said Well No. 1 is
presently dedicated to a 120-acre unit comprising the
W/2 SE/4 and SE/4 SE/4 of said Section 35, and said Well
No. 2 is presently dedicated to a 160-acre unit comprising
the SW/4 of said Section 35.

Application of Dugan Production Corporation for the creation
for an 0il pool and for special pool rules, San Juan County,
New Mexico. Applicant, in the above-styled cause, seeks the
creation of the North Shiprock-Dakota 0il Pool comprising
the NE/4 of Section 14, Township 30 North, Range 18 West, San
Juan County, New Mexico, and the establishment of special
pool rules therefor providing for development on 2 1/2-acre
spacing with & provision that each 40-acre tract be subject
to a single Northwest New Mexico normal unit allowable.
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GENERAL OFFICE
Box 2040
TULSA, UOKLA. 74102

AMERADA PETROLEUM CORPORATION
Box 668
HOBBS, NEW MEXICO 88240

April 4, 1968

"5y fpn M
Mr. A, L. Porter, Secretary Director o fie )

New Mexico 0il Conservation Commission
P, O. Box 2088
Santa Fe, New Mexico

Re: Langlie Mattix Woolworth Unit,
Sections 27, 28, 33 and 34,
T-24-S, R-37-E, Lea County,
New Mexico.

Dear Sir:

The New Mexico 0il Conservation GCommission autherized a pilot injec-
tion project utilizing six (6) wells on Amerada Petroleum Corporation’s
Langlie Mattix Woolworth Unit by Order No. R-2197 dated Maxch 14, 1962,
Water .njection in the pilot area began during May, 1963, The project
was expanded to include seven (7) additional injection wells by Order
WEX No. 238 dated August 23, 1966,

Administrative approval is sought to drill an additional injection
well to be located 75' FNL, 2635' FWL, Section 27, T-24-S, R-37-E. This
well is to be drilled to a total depth of approximately 3490', The
7-5/8" surface casing will be set at 250' with sufficient cement to cir-
culate. The 4-1/2" casing will be set at approximately 3490' and cemented
to the base of the salt section at approximately 2400°, Injection will be
through 2-3/8" tubing set with a tension packer immediately above the
perforations., A log will be submitied upon completion of the well,

None of the offset producing wells have responded to water injection,
It is, however, a reasounatble extension of the original waterflooud pattern.
Responses in the pilot area have been sufficient to warrant expansion to

the entire unit area. Unit production hac increased from 100 bacicls per

day to 1200 barrels per day as a result of waterflooding.
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EXPERY TESTIMONY, DAILY COPY, CONVENTIONS

SPECIALIZING I1N: DEPOSITIONS, HEARINGS, STATE MENTS,

1120 SIAMS BLDG. ® #, O, BOX 1092 ® PHONE 243-6491 ® ALBUQUERQUE, NEW MEXICO
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BEFORE THE
NEW MEXICO OIL CONSERVATION COMMISSION
Santa Fe, New Mexico
april 24, 19¢3
EXAMINER HEARING

IN THE MATTER OF: .
Case 3753
Application of Amerada Petroleum
Corporation for a waterflood
expansion, Lea County, New Mexico.

BEFORE: Daniel S, Nutter, Examiner

TRANSCRIPT OF HEARING




e emtrpay

MR. NUTTER: We'll call next Case 3753.

MR. HATCH: Case 3753. Application of Amerada

Petrdleum Corporation for a waterflood expansion, Lea

County, New Mexico.
MR. KELLAHIN: Jason Kellahin of Kellahin &

Fox, Santa Fe, appearing for the Applicant. I have

one witness I would like to have sworn.

(Witness sworn)
{Whereupon, Applicant's

Exhibits 1 through 6
marked for identification)

JOHN SWENDIG

called as a witness, having been first duly sworn, was

examined and testified as follows:

T S e T ay AT AN
\J

DIRECT EXAMINATI

BY MR. KELLAHIN:

Q Would you state your name, please?
A John Swendig.
hat capacity?

Q By whom are you employed and iin Wha

A Amerada Petroleum Corporation as District

Engineer at lobbs, New Mexico,

MR, NUTTER: Illow do you spell yvour last name?
A S~w-e-n~-d-i-q.
Q (By Mr. Kellahin)} Have you ever testified




before the 0il Conservation Commission and made your
qualifications a ma£ter of record?
A Yes, sir, I have.
MR. KELLAHIN: Are the witness's gualifications
acceptable?
MR. NUTTER: Yes, they are.
Q Mr. Swendig, are you familiar with the application

of Amerada Petroleum Corporation in Case 37532

A Yes, sir, I am.

Q Briefly what does Amerada propose to do in this
case?

A Amerada proposes to drill an injection well

on the north lease line of the Langlie Mattix Woolworth
Unit to be located 75 feet from the north line and 23 --

2635 from the west line of Section 27 Range 37 East, 24 South.

0] How, is that area presently under a watexflood

A Yes, sir, it's covered by a waterflood project,
but this would be an expansion of a waterflood area.

Q llas there been a response in the area where this
well is located?

A No, sir, there has not bheen.

Q Now, referring to what has been marked as Exhibit




e e e

No. 1, would you desciibc the information shown on that

exhibit, please?

A On Exhibit 1 is a map of the Langlie Mattix

Woolworth Unit and shows what will be labeled as Tract

5 Well No. 5 and it's not marked very clearly on there,

but it is spotted on the map.

Q It's right up on the north lease line, is that

correct?

A Yes, sir, directly offsetting Pan American

Myers acreage,

Now, have you entered into an agreement with

0

Pan American in regard to the drilling of this well?

A Yes, sir, we have,

Q The other wells shown on the Exhibit are

by conventional symbols shown as waterflood wells and

produring wells, is that correct?

A Six wells shown connected by the dashed

lines were the original six pilot injection wells. This

last year we expanded ii to include seven additional

wells shown by triangles outside this area.

Q Now, in connection with your ¥Well No. 5,

will Pan American -- Does Pan American plan to put ancther

well on injection offsetting that well?




A Yes, sir, they will convert their C Myers "A"
No. 2 to injection in return for this well.

Q Réferring to what has been marked as Exhibit
No. 2, would you discuss that exhibit?

A Exhibit No. 2 is a schematic of the proposed
well. We plan to set seven and five-eighths inch casing
at 250 feet which is sufficienfly deep enough to protect
all fresh water in the area, the five and a half inch
casing will then be set at 3,490 which will be
approximately 75 feet into the Penrose section. This
five and a half inch casing will be cemented back to the
base of the salt at approximately 2,400 feet, two and
three-eighths inch plastic-coated tubing will be run
and set on a packer immediately above the perforations.

o) Is that a type of completion that has been
used in this waterflood project?

A Yes, sir, this is the standard type of
completion.

Q What 1s your source oI water?

A Water will be Santa Rosa which is located about
750 feet plus recycled produced water.

0 Now, the Santa Rosa water is fresh water, is it

not?




e Tt

A Essentially fresh, yes, sir.

0 But the recycled water would be corrosive to

some extent, is that correct?

A Yes, sir, it will be corrosive water.

Q And that's the reason you are using a plastic-lined
tubing?

A Yes, sir.

Q What volumes of water do you anticipate will

be injected in the No. 5 Well?

A About 500 barrels a day.

Q That would be compatible with the waterflood
project presently under way?

A Yes, it will, putting approximately 500
barrels a day in each of the injection wells.

Q Have you had a response from this waterflood?

A Yes, sir. Exhibit 3 is line curve on one of
the original pilot producing wells, Tract 3 Well No.
4, which is the northernmost well in the pilot area and
you will notice on here that there is a scale shift, that
tnis prcduction has gone from about 15 barrels per month
up to about 11,000 barrels per month as a result of

waterflooding.

Q You would say that was a response, wouldn't vyou?




A Then the other pilot well is Strike 6 No.

2. It went from approximately 150 barrels per month

to approximately 9,000 barrels per month,

o) Is that shown on Exhibit 47
A Yes, sir, that would be Exhibit No. 4,
Q So the flood has had a substantial response

in the area of the injection wells, is that correct?
A Yes, sir.
Q Unless you do get approval for the line
well which you do propose, do you anticipate that water

would be driven off of the project?

A Yes, sir.
Q 0il, rather.
A 0il would be driven off the project, ves, sir.

Exhibit 5 is the performance curve on the total unit,
it also shows the type of response we have had as a resuit

of injection.

0 In addition to the response shown on Exhibit
5, what cther information do vou show or, that exhibit?
A We show the monthly injection volumes,

produced water voluues, and the average gas-cil ratioc.
0 And the GOR has declined substantially?

A Yes, sir, it has declined very rapidly as soon
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as we started getting response. This was the first
indication of response to the tlood, was decrease 1n
gas-oil ratio.

0 Now, referring to what has been marked Exhibit
No. 6, would you identify that exhibit?

A Exhibit 6 is the lease line agreement between
Pan American and Amerada to drill Tract 5 No. 5 and the
conversion of Pan Bmerican's Myvers “"A" No. 2.

Q Mr. Swendiq,‘in your opinion, would the approval
of this application result in a more efficient and
economical operation of the Langlie Mattix waterflood
project?

A Yes, sir, it would. It would help enclose
additional areas that need backup to the waterflood
project.

0 Were Exhibits 1 through 5 prepared bty you or
under your supervision?

A Yes, sir, they were.

i

0 And Exhihit No, & is an a~ .ement entered into

v

between Amerada and Pan American Petroleum Corporation?
A Yes, sir, that's true,
MR, KELLAHIN: At this time I would like to offer

in evidence Exhibits 1 through 6.




MR. NUTTER: &Amerada's Exhibits 1 through 6

will be admitted in evidence,

(Whereupon, Applicant's Exhibits
1 through 6 were offered and
admitted in evidence)
MR. KELLAHIN: That's all I have on Direct
Examination, Mr. Nutter.
MR. NUTTER: Are there any questions of Mr.

Swendig?

CROSS EXAMINATION

BY MR. NUTTER:

Q Mr. Swendig, i1 believe you stated that the seven
and five~eighths inch pipe would be cemented with cement
to the surface?

A No, sir, I didn't say it, but it will be circulated,
yes, sir.

0 What will the approximate perforated interval

A From the top of the Queen which is marked at

3,315 or estimated at 3,315 to about 3,460,

0 In other words, the shoe will be down below
the pay?
A Yes, sir,
n The tubing will bhe plastic~lined. What about the
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annulus between the tubing and the casing?

A The annulus will be filled with an inhibited
fresh water or iﬁhibited water.
Q And will the anrulus be left open at the surface
or egquipped with a gauge?
A It will be equipped with a gauge.
MR. NUTTER: Are there any other guestions

of Mr., Swendig? You may be excused.

(Witness excused)
MR. NUTTER: Do you have anything further,

Mr. Kellahin?
MR. KELLAHIN: That's all, Mr. Nutter,
MR. NUTTER: Does anyone have anything they

wish to offer in Case 37537 We'll take the case under

advisement.
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STATE OF NEW MEXICUO }
SSs
COUNTY OF BERNALILLO )

I, KAY EMBREE, Notary Public in and for the County of

Bernalillo, State of New Mexico, do hereby certify that the
foregoing and attached Transcript of Hearing before the
New Mexico 0Oil Conservation Commission was reported by me;
and that the same is a true and correct record of the said
proceedings, to the best of my knowledge, skill and ability.
Witness my Hand and Seal this 29th day of April, 1968.
— // C;/

L _Fan [Lﬁ Lz
,/ NOTARY PUBLIC

My Commission Expires:

November 19, 1971
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AMERADA PETROLEUM CORPORATION

LANGLIE MATTIX WOOLWORTH UNIT
TRACT 5 WELL NO. 5

(\W‘

o

L 7-5/8" at 250

W — 5%?%1%/&
e

EST. BASE OF SALTY 2400’ /

4
507 .6 o ot
2-3/8" TUBING

N |
/b TENSION PACKER mervned

EST. TOP OF QUEEN 3318'( 41 W

)
C p
é) 3‘{(40 /! l/(//
P

AMERADA PETROLEUM GCORP. D 5-1/2" at 3490 /l)b
EXHIBI Tl (‘
No.__3/5.5 TD 3490’ X
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Yoo ‘ AMERADA PETROLEUM CORP.
/ » .

T EXHIB!T—é——

NO 3’7 53

DATE L% a7

OMAMD AR AMTE UDVYTAN)

- ASLAS - stanry lwlﬁﬂvl
)
COUNTY OF LEA )

COOFERATIVE WATERFLOCD AGREEMENT

———

THIS AGREEMENT, entered into and effective as of

between Amerada Petroleum Corporation, hereinafter sometimes referred to as

"Amerada"; and PAN AMERTICAN PETROLEUM CORPORATION, hereinafter sometimes referred

to as '‘Pan American'';

WIINESSETH:

WHEREAS, Amerada is the Operator of the Langlie Mattix Woolworth Uanit

which covers among other lands, Section 27, T-24~S, R-37-E, Lea County, New

Mexico,

WHEREAS, Pan American is the Operator of their Myers "A" Federal

Lease which covers among other lands, Section 22, T-24-S, R-37-E, Lea County,

New Mexico,

WHEREAS, Amerada and Pan American each in their indicated capacity
of the unit and lease operator wish to continue to operate their respective
propertiec abeve described but desiie iLu cuoperate with one another in a water=-
flood operation to the extent and in the manner hereinafter provided, it being
the opinion of the parties hereto that by so doing each of said properties will

be benefited by an increase in the production of crude oil from the Langlie

Mattix formation (as described by ithe New Mexico 0il Conservation Commission)

underlying said properties, and the correlative rights of all of the owners of

said properties will be protected;

NOW, THEREFORE, it is agreed as follows:

1. Amerada agrees to drill, equip, maintain and operate one well

for water injection in the Langlie Mattix formation in the manner hereinafter

provided, such well being located as follows:




Langlie Mattix Woolworth Unit Well No. 5-5, NE/4 of the
NW/4 of Section 27, T~24-S, R-37-E, Lea County, New Mexico,

and being shown circled in red on the plat attached hereto as Exhibit "A".
Pan American agrees to convert, equip, maintain, and operate one well

-

for water injection in the Langlie Mattix formation in the manner hereinafter

provided, such well being located as follows:

‘Myers "A" Federal Well No. 2, SE/4 of the SE/4 of Section 22,
T-24-S, R-37-E, lea County, New Mexico.

and being shown circled in green on the plat attached hereto as Exhibit A",

2, EBach party hereto agrees, at its sole risk and exﬁense, to convert,
equip, maintain and operate its water input well so that water may be injected
into the Langlie Mattix formation in the manner hereinafter provided, each
of said water input welis to be converted and equipped to take imjection water
within sixty (60) days after the effective date of this agrerement, or as soon
thergafter as it is agreed it is practical,

3. Each party hereto agrees to commence the injection of water into

its water input well not later than sixty (60) days after the effective date of

------ -

this agreement, or as soon thereafter as it is agreed it is practical, and
thereafter to inject water through its water input well into the Langlie Mattix

formation at rates mutually agreed upon, it being agreed that the parties hereto

will endeavor to coutrol ir respective operations in such manner that water

will be injected into each water input well at a uniform rate, so ithat the vclume
injecied into each well in any month will be equal to that injected into each
other well covered hereby, as nearly as it is possible to do so; provided, however,
in no event shall either party inject water into its respective water input well
at wellhead pressures in excess of the formation fracture pressure determined by
rate~pressure tests without the mutual agreement of both parties, 1In the event

that mutual agreement on injection rates i3 not reached, then each party agrees

to inject a minimum daily volume of water into each lease line input well of
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ay pwovidad that the formation fracture pressure is
not exceeded at this rate. In order that the volumes of water injected into
the input wells covered hereby shall be equal, insofar as practicable, at all
times; each party agrees to furnish monthly reports to the other party showing
the volumes and pressures of water injected into its water imput well. Also,
it is understood that oil and water production informatioﬁ on the properties
covered hereby will be exchanged between the parties, as may be mutually agreed
“upon from time to time., The parties hereto, at their sole risk, shall have
access to the premises subject to this agreement at all reasonable hours and the

right to inspect pertinent records in connection therewith at all such times.

Each party hereto shall promptly perform any workover or remedial
work necessary on its water input well, in order that said wells will take water
at the rate and volume and under the pressure limitation herein provided, so
as to effectively carry out the waterflood operations to be performed under
this agreement.

It is further agreed that each perty hereto shall carry on waterflood
operations in the manner herein provided, until the property it operates no
longer derives any reasonable benefit from same., It is the intention of the
parties hereto that nothing herein contained shall be construed to require
either party hereto to continue to operate any water input well if such operation
is no longer economically profitable to it.

4, At any tiwme either of the parties hereto shall determine that water
injection into any of its water input wells is no longer economically profitable
to it, then said party shall have the right to cease injection into said well

or wells upon giving thirty (30) days written notice to the othexr party of

such intention. The other party hereto may then, at its sole risk and expense,

take over and operate said well or wells. In such event, the party taking over

said well or wells is hereby granted, without warr:nty expressed or implied, the

right of ingress and egress and all rights-of-way and easements necessary for :

1
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counilaucd operation of said well or wells, insofar as it is possible for the

party electing not to countinue operation of said well or wells to make such a
grant. The parties further agree to execute and deliver such additional instru-
ments_as may be required to accomplish the foregoing. The party taking over
said well or wells shall pay for the equipmwent taken over on the basis of its
current salvage'value in place, and when said party wishes to discontinue its
waterflood operation, said party shall plug and abandon said well or wells at
its sole risk aﬁd expense and salvage all equipment in and on said well or wells
for its sole account. The'pafty taking over said well or wells hereby agrees
to indemnify and hold the other party hereto harmless from all damages and any
liability to any third party, caused as a result of its subsequent operations.
5. Subject to the limitaticns of time expressed in Section 4
hereinabove, the term of this agteemenf shall commence as of the date hereto
and extend for ninety (90) days from said date and as long thereafter as the
properties covered hereby derive any reasonable benefit from the waterflood
operations provided for herein, | |
6. Under no circumstances shall this agreement be construed as

creating a partnership, agency or any other type of association between the

parties hereto, The liability of the parties hereto shall be several and

not joint or collective, Each party shall be responsible only for its
obligations and shall be liable only for the costs incurred and the risks
assumed in connection with reworking and operating its separate wecter input well.
7. Each party hereto hereby agrees that this agreement shall not
constitute a partnership, as defined in the Internal Revenue Code, and
specifically elects to be excluded from the application of all of Subchapter K
of the Internal Revenue Code of 1954 pursuant to Section 761 thereof,
8. Any sale, asgignment, unitization or transfer of any interest
of any party hereto in the leases and lands covered hereby shall be made
expressly subject to this agreement, and any party acquiring any such interest

shall assume the cbligations hereof and be entitled to the benefits accruing

C o A 4 e s 3 e«




hereunder. In the event any party not a signatory party to this contract
thereafter shall acquire any interest subject to this contract by assignment,
operation of law, or otherwise, such party shall forthwith furnish to all other
parties having an interest subject to this contract evidence of the acquisition
of such interest. Failure to comply herewith shall constitute a waiver by such
party as to any notice required or permitted hereunder, and said party shall be
deémed to have received any such notice where such notice was given to such
party's predecessor in title and any action taken or any notice received by such
party's predecessor in title shall be binding upon any such party.

9. All terms and provisions herein shall be subject to all valid
orders, rules and regulations of the New Mexico Qil Conservation Commission
and all other applicable State and Federal laws, rules and regulations,

10. If any party to this égreement is rendered unable, in whole or
in part, by force majeure to carry out its obligations under this agreement,
then such obligations, so far as they are affected by the force majeure, shall
be suspended during, but no longer than, the continuance of the force majeure;
provided, however, all reasonable efforts shall be made to remove the force
majeure as quickly as possible., The term "force majeure', as employed hereia,
shall mean an act of God, strike, lockout or other industrial disturbance,

act of the public enemy, war, blockade, public riot, lightning, earthquake,

failure of water supply and any other cause, whether or not of the character
above enumerated, which is not reasonably within the control of the party
claiming suspension, It is understood that the settlement of strikes or
lockouts shall be entirely within the discretion of the party concerned, and
the requirement that all reasonable efforts shall be made to remedy the force
majeure promptly, shall not require the settlement of strikes or lockouts

contrary tvu iis wishes,




T

11. This agreement and all terms, covenants and conditions hereof
shall extend to and be binding upon the parties hereto, their successors and
assigns, respectively, acd shall constitute covenants running with the lands

and leasehold estates affected hereby.

THIS AGREEMENT, executed as of the day and year first above written.

PAN AMERICAN PETROLEUM CORPORATION

by
Attornédy“in-Fact

OLEUM CORPORATION
ATTEST:

I

Aadét” Corporate Secretﬂry
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CPHE STATE OF 9BKAS ;

COUNTY O TAKRANT )

BXFORE M8, a Notary Public in zand for caid county cand state, on thic
day personally appecared 4. L Hovr, . , knovra to me to be
inhe person whose name is subscribed to the forcpoing instrw:ent as Attorney

in Fact for PAN AMERICAN PuPROLLUM CORPORATION, a corporation, and acknowl-

cdged L0 me thai ae ciccutcd the rame as the act of such corporation for the

purposcs and coosideration therein expressed, and in the capacity thercin
stated. ,

GIVEN UNDER MY HAND AND SEAL OF QFFICE, this (}-~ day of (:),441‘[1 L>-

1968,

My Copmission expires:

C:?»LLA&: l, (clb.?’

arcd for Tarrant County,
Texas. DOROTHY £ MIDDLETON

THE STATE OF - )
COUNTY OF ;

BEFORE M2, a Notary Public in and for said county and state, on this

day personally appeared » known to me {0 be
thé person whose neme is subscribed to the foregoinz instrument, and acknowl-

edged to me that he executed the same as the act and deed of
s & corporation, end as the ... "'z thereof, and

for the purposes and consideration therein expressed.

1968.

thary -‘Public in and for v
: COunty F} ~ .

THE STATE OF

)
COUNTY OF 3

BEFORE ME, a Notary Public in and for said county and state, on this
appeared » known to me to be

naze is subseribed to the foregoing instrument, and acknowl-

the p“ISOn Wasse
edged 1o me that ne executed the same as the act and deed oF

, , a corporation, and as tne J.. .7 . %hercof, and
for the purposes and consideration therein expressed.

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this day of ,

Notary 2uolic in and for

GIVEN UNDER MY HAND AND SEAL OF OFFICE, this day of : S,

County.
. THE STATE OF -

Tt gt N

CounNTY OF

h
D, DN Kot NT 2
BEFORE MU, a Notary Public in and for sald county and state, on this
day personally appeared » knova to me %o be
tne person whose n 5 5 T )
P n0se name 15 subscribed to the Joregoing lastrument, and ackunowl-

edged Lo me that he eiecuted the same as the act and dcea of
- '3 & corporation, and as %tae o thercof, and
for the purposes and consideration therein expressed.,

—— 2

GIVEN UNDER MY HAD . - "
1968, A OOt . ({Am‘A:\'D StAL OF Orf ICE, this day of

§5E5;§*§ﬁgffb in and for

County, .
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