
STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 9068 
Order No. R-8423 

APPLICATION OF SAGE ENERGY COMPANY 
FOR SALT WATER DISPOSAL, LEA COUNTY, 
NEW MEXICO. 

ORDER OF THE DIVISION . 

BY THE DIVISION: 

This cause came on f o r hearing a t 8:15 a.m. on February 4, 
1987, a t Santa Fe, New Mexico, before Examiner Michael E. 
Stogner. 

NOW, on t h i s 9th day o f A p r i l , 1987, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the record, and the 
recommendations o f the Examiner, and being f u l l y advised i n the 
premises, 

FINDS THAT: 

(1) Due p u b l i c n o t i c e having been given as r e q u i r e d by 
law, the D i v i s i o n has j u r i s d i c t i o n o f t h i s cause and the sub j e c t 
matter t h e r e o f . 

(2) The a p p l i c a n t , Sage Energy Company, i s the owner and 
operator of the New Mexico State Well No. 1 l o c a t e d 560 f e e t 
from the North and East l i n e s (Unit A) o f Section 31, Township 
14 South, Range 34 East, NMPM, Lea County, New Mexico. 

(3) The a p p l i c a n t proposes t o u t i l i z e s a i d w e l l t o dispose 
of produced s a l t water i n t o the Bough "C" member of the Cisco 
fo r m a t i o n w i t h i n the West Tres Papalotes-Pennsylvanian Pool, 
w i t h i n j e c t i o n i n t o the p e r f o r a t e d i n t e r v a l from approximately 
10,401 f e e t t o 10,410 f e e t . 

(4) John Etcheverry o f Lovington, New Mexico, a miner a l 
i n t e r e s t owner i n Section 29, Township 14 South, Range 34 East, 
NMPM, Lea County, New Mexico, appeared a t the hea r i n g , w i t h 
c o u n c i l , and objected t o the O i l Conservation D i v i s i o n ' s 
j u r i s d i c t i o n i n such matters, s t a t i n g t h a t the D i v i s i o n would be 
a u t h o r i z i n g "underground.trespass" o f the disposed f l u i d s onto 
h i s a d j o i n i n g p r o p e r t y i f t h i s a p p l i c a t i o n were approved. 
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(5) The water t o be disposed of i s from the f o l l o w i n g 
t h r e e w e l l s operated by the a p p l i c a n t and completed i n the Bough 
"C" zone: 

New Mexico "30" State Well No. 1 l o c a t e d 1980 f e e t 
from the South l i n e and 800 f e e t from the East l i n e 
( Unit I ) o f Section 30; 

New Mexico State Well No. 2 l o c a t e d 1980 f e e t from the 
South l i n e and 660 f e e t from the East l i n e ( U n i t I ) o f 
Section 31; and, 

New Mexico State Well No. 3 l o c a t e d 1160 f e e t from the 
North l i n e and 560 f e e t from t h e East l i n e ( U n i t A) o f 
Section 31; 

A l l i n Township 14 South, Range 34 East. 

(6) The su b j e c t w e l l was completed on December 15, 1971, 
i n the Bough "C" zone i n the same p e r f o r a t e d i n t e r v a l as i s 
being requested f o r i n j e c t i o n purposes a t t h i s time. I n 1982 
the w e l l developed holes i n the casing across the San Andres 
f o r m a t i o n , and although t h i s leak was r e p a i r e d , mud damage t o 
the Bough "C" zone l i m i t e d i t s c a p a c i t y and i t was subsequently 
s h u t - i n . 

(7) Comulative p r o d u c t i o n from the s u b j e c t w e l l i s 387,995 
b a r r e l s of o i l , 3407 b a r r e l s of water, and 338,590 MCF of gas. 

(8) The nearest Bough "C" producing w e l l t o the subject 
d i s p o s a l w e l l i s the aforementioned Well No. 3 lo c a t e d 
approximately 600 f e e t t o the South and p r e s e n t l y producing 
approximately 32 b a r r e l s o f o i l per day and 45 b a r r e l s o f water 
per day. 

(9) At the hearing the a p p l i c a n t proposed t o l i m i t the 
i n j e c t i o n i n t o the s u b j e c t w e l l a t a r a t e not t o exceed 200 
b a r r e l s per day and agreed t o l i m i t the i n j e c t i o n t o h y d r o s t a t i c 
pressure a t the face of the f o r m a t i o n . 

(10) The evidence presented by Sage Energy demonstrates 
t h a t t h e r e are no known f r a c t u r e s or p e r m e a b i l i t y o r i e n t a t i o n s 
i n the pool which would cause premature water breakthrough from 
the s u b j e c t w e l l t o the New Mexico State Well No. 3. 

(11) From the f o r e g o i n g , i t i s reasonable t o conclude t h a t 
the s u b j e c t d i s p o s a l w e l l , a t the proposed d i s p o s a l r a t e s , w i l l 
e v e n t u a l l y act l i k e a water i n j e c t i o n w e l l and cause water t o 
move o i l towards Well No. 3, r e s u l t i n g i n the recovery of o i l 
t h a t might not otherwise be recovered. 
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(12) Combined w i t h the r a t e of r e s e r v o i r w i t h d r a w a l , 
d i s p o s a l r a t e , and the amount of p r o d u c t i o n o f the r e s e r v o i r by 
both the s u b j e c t w e l l and Well No. 3, the r a t e a t which the 
i n j e c t e d water w i l l migrate towards Well No. 3 i s extremely 
small. 

(13) A c c o r d i n g l y and pursuant t o the evidence presented i n 
t h i s case, the i n j e c t i o n and r e c y c l i n g of the produced water as 
proposed w i l l not cause the premature and i r r e g u l a r encroachment 
of water i n t o the surrounding producing w e l l s , w i l l not cause 
the drowning by water of a f o r m a t i o n capable of producing o i l , 
and w i l l not reduce the t o t a l u l t i m a t e recovery of o i l from the 
p o o l . 

(14) P r i o r t o commencing i n j e c t i o n o p e r a t i o n s , the casing 
i n the s u b j e c t w e l l should be p r e s s u r e - t e s t e d throughout the 
i n t e r v a l from the surface down t o the proposed p a c k e r - s e t t i n g 
depth t o assure the i n t e g r i t y of such casing. 

(15) The i n j e c t i o n should be accomplished through 2-inch 
p l a s t i c - l i n e d t u b i n g i n s t a l l e d i n a packer set a t approximately 
10,361 f e e t ; the c a s i n g - t u b i n g annulus should be f i l l e d w i t h an 
i n e r t f l u i d ; and a pressure gauge or approved l e a k - d e t e c t i o n 
device should be attached t o the annulus i n order t o determine 
leakage i n the casing, t u b i n g or packer. 

(16) The i n j e c t i o n w e l l or system should be equipped w i t h a 
p r e s s u r e - l i m i t i n g s w i t c h or o t h e r acceptable device which w i l l 
not a l l o w any pressure on the wellhead. 

(17) The operator should give advance n o t i f i c a t i o n t o the 
supervisor o f the Hobbs d i s t r i c t o f f i c e of the D i v i s i o n of the 
date and time o f the i n s t a l l a t i o n o f d i s p o s a l equipment and of 
the mechanical i n t e g r i t y pressure t e s t i n order t h a t the same 
may be witnessed. 

(18) The operator should take a l l steps necessary t o ensure 
t h a t the i n j e c t e d water enters only the proposed i n j e c t i o n 
i n t e r v a l and i s not p e r m i t t e d t o escape t o other formations or 
onto the surface. 

(19) An increase i n the i n j e c t i o n pressure or d i s p o s a l r a t e 
should be granted only a f t e r n o t i c e and hearing. 

(20) Approval of the s u b j e c t a p p l i c a t i o n w i l l prevent the 
d r i l l i n g of unnecessary w e l l s and otherwise prevent waste and 
p r o t e c t c o r r e l a t i v e r i g h t s . 
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IT IS THEREFORE ORDERED THAT: 

(1) The a p p l i c a n t , Sage Energy Company, i s hereby 
au t h o r i z e d t o u t i l i z e i t s New Mexico State Well No. 1 l o c a t e d 
560 f e e t from the North and East l i n e s ( U n i t A) of Section 31, 
Township 14 South, Range 34 East, NMPM, Lea County, New Mexico, 
t o dispose of produced s a l t water a t a r a t e not t o exceed 20 0 
b a r r e l s of water per day i n t o the West Tres Papalotes-
Pennsylvanian Pool, i n j e c t i o n t o be accomplished through 2-inch 
t u b i n g i n s t a l l e d i n a packer set a t approximately 10,361 f e e t , 
w i t h i n j e c t i o n i n t o the p e r f o r a t e d i n t e r v a l from approximately 
10,401 f e e t t o 10,410 f e e t ; 

PROVIDED HOWEVER THAT, the t u b i n g s h a l l be p l a s t i c - l i n e d ; 
the c a s i n g - t u b i n g annulus s h a l l be f i l l e d w i t h an i n e r t f l u i d ; 
and a pressure gauge s h a l l be attached t o the annulus or the 
annulus s h a l l be equipped w i t h an approved l e a k - d e t e c t i o n device 
i n order t o determine leakage i n the casing, t u b i n g or packer. 

PROVIDED FURTHER THAT, p r i o r t o commencing i n j e c t i o n 
o p e r a t i o n s , the casing i n the su b j e c t w e l l s h a l l be 
pres s u r e - t e s t e d t o assure i n t e g r i t y o f such casing i n a manner 
t h a t i s s a t i s f a c t o r y t o the supervisor of the D i v i s i o n ' s 
d i s t r i c t o f f i c e a t Hobbs. 

(2) I n j e c t i o n i n t o s a i d w e l l s h a l l be l i m i t e d t o 
h y d r o s t a t i c pressure a t the face of the f o r m a t i o n ; a pressure-
l i m i t i n g s w i t c h or other acceptable device which w i l l not a l l o w 
any pressure on the wellhead s h a l l be i n s t a l l e d and maintained. 

(3) An increase i n the i n j e c t i o n pressure or d i s p o s a l r a t e 
s h a l l be granted o n l y a f t e r n o t i c e and hearing. 

(4) The operator s h a l l n o t i f y the supervisor of the Hobbs 
d i s t r i c t o f f i c e of the D i v i s i o n i n advance of the date and time 
of the i n s t a l l a t i o n of d i s p o s a l equipment and of the mechanical 
i n t e g r i t y p r e s s u r e - t e s t i n order t h a t the same may be witnessed. 

(5) The operator s h a l l immediately n o t i f y the supe r v i s o r 
of the D i v i s i o n ' s Hobbs d i s t r i c t o f f i c e of the f a i l u r e of the 
t u b i n g , casing or packer i n s a i d w e l l or the leakage of water 
from or around s a i d w e l l and s h a l l take such steps as may be 
t i m e l y and necessary t o c o r r e c t such f a i l u r e or leakage. 

(6) The a p p l i c a n t s h a l l conduct d i s p o s a l operations and 
submit monthly r e p o r t s i n accordance w i t h Rules 702, 703, 704, 
705, 706, 708, and 1120 o f the D i v i s i o n Rules and Regulations. 

(7) J u r i s d i c t i o n of t h i s cause i s r e t a i n e d f o r the e n t r y 
of such f u r t h e r orders as the D i v i s i o n may deem necessary. 
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