
STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

2040 S. PACHECO 
SANTA FE, NEW MEXICO 875D5 

(505) 827-7131 

April 5, 1995 

Department of Taxation and Revenue 
P.O. Box 630 
Santa Fe, NM 87509-0630 

Attention: Mr. John Chavez, Secretary 

RE: Certification of EOR Project 
Texaco Exploration & Production, Inc., Marathon Oil Company 
and Shell Western Exploration & Production, Inc. 
Vacuum Drinkard Cooperative Pressure Maintenance Project 

Dear Secretary Chavez: 

Enclosed is a copy of the certification issued to Texaco Exploration & Production, Inc., 
Marathon Oil Company and Shell Western Exploration & Production, Inc. for their Vacuum 
Drinkard Cooperative Pressure Maintenance EOR project, certified by this Division on April 1, 
1995, to be a qualified Enhanced Oil Recovery Project. I f the operator applies for certification 
of positive production response within five years from that date, this project will be eligible for 
the Recovered Oil Tax Rate as provided in Laws of 1992, Chapter 38. 

Only oil production from that portion of the lands identified in the certification which is actually 
developed for enhanced recovery will be eligible for the reduced tax rate. At the time positive 
production response is certified, we will identify for you the specific lands and wells within the 
project which qualify for the Recovered Oil Tax Rate. 



STATE OF NEW MEXICO 

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 
OIL CONSERVATION DIVISION 

2040 S. PACHECO 
SANTA FE, NEW MEXICO 87505 

(505) 827-7131 

Apr i l 5, 1995 

Texaco Exploration & Production, Inc. 
Attn: James A. Head 
500 Nor th Lorraine 
Midland, Texas 79702 

Marathon Oi l Company 
Attn: Dow Campbell 
P.O. Box 552 
Midland, Texas 79701 

Shell "Western Exploration & Production, Inc. 
Attn: R.L. Sykes 
P.O. Box 576 
Houston, Texas 77001 

C E R T I F I C A T I O N O F E N H A N C E D O I L R E C O V E R Y P R O J E C T 
F O R R E C O V E R E D O I L T A X R A T E 

The New Mexico Oi l Conservation Division hereby certifies that the following 
Enhanced Oi l Recovery Project has been approved by the Division as a secondary recovery 
project pursuant to the provisions of the New Mexico Enhanced Oi l Recovery Act (Laws of 
1992, Chapter 38). In order to qualify for the Recovered Oi l Tax Rate, you must apply for 
certification of positive production response within five years f rom the date of this 
certification. Only production from that part of the project area identified herein which is 
actually developed for enhanced recovery wi l l qualify for the reduced tax rate. 

If operation of this project is terminated for any reason, the operator of the project 
must notify this division and the Secretary of Taxation and Revenue not later than the 
thirtieth day after termination. 

N A M E O F P R O J E C T : Vacuum -Drinkard Cooperative Pressure 
Maintenance Project 

O C D O R D E R NO.: R-10307 

O P E R A T O R S : Texaco Exploration & Production, Inc., Marathon 
Oi l Company and Shell Western Exploration & 
Production, Inc. 



EOR Project Certification 
Vacuum-Drinkard Cooperative Pressure Maintenance Project 

ADDRESSES: Texaco Exploration & Productionjnc. 
Attn: James A. Head 
500 North Lorraine 
Midland, Texas 79702 

Marathon Oil Company 
Attn: Dow Campbell 
P.O. Box 552 
Midland, Texas 79701 

Shell Western E & P , Inc. 
Attn: R.L. Sykes 
P.O. Box 576 
Houston, Texas 77001 

CERTIFICATION DATE: April 1, 1995 

PROJECT AREA 

Area 1 - Operated by Texaco 

Township Range Section 

17 South 34 East Section 36: SE 1/4 - SW 1/4, S 1/2 - SE 1/4 

18 South 34 East Section 1: Lots 1, 2, 3 and SE 1/4 - NW 1/4, S 1/2 -
NE 1/4, N 1/2 - SE 1/4, and SE 1/4 - SE 1/4 

Area 2 - Operated by Texaco 

Township Range Section 

18 South 34 East Section 6: Lots 1 and 2, SW 1/4 - NE 1/4, W 1/2 -
SE 1/4 

Area 3 - Operated by Marathon 

Township Range Section 

18 South 35 East Section 6: Lots 3 through 7 and SE 1/4 - NW 1/4, 
E 1/2 - SW 1/4 



EOR Project Certification 
Vacuum-Drinkard Cooperative Pressure Maintenance Project 

Area 4 - Operated by Shell 

Township Range Section 

17 South 35 East Section 31: Lot 4 and SE 1/4 - SW 1/4 

APPROVED BY: STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

S E A L 

WILLIAM 
DIRECTO: 



PAUL W. EATON 
CONRAD E. COFFIELD 

HAROLD l_ MENSLEY. JR. 
STUART • . SHANOR 
ERIC • . LANPHERE 

C. D. MARTIN 
ROBERT P. TINNIN. JR. 
MARSHALL G. MARTIN 

MASTON C. COURTNEY"* 
DON L. PATTERSON" 

DOUGLAS L. LUNSFORD 
NICHOLAS J. NOEDING 
T. CALDER EZZELL. JR. 
WILLIAM B. SURFORD* 

RICHARD E. OLSON 
RICHARD R. W1LFONG* 
THOMAS J . MCBRIDE 

NANCY S. CUSACK 

H I N K L E , C O X , E A T O N . 
C?L CONSERVi MON DIVISION 

C O F F I E L D & H E N S L E Y RECf sv'EO 

JEFFREY L. FORNACIARI 
JEFFREY O. HEWETT 

JAMES BRUCE 
JERRY F. SHACKELFORD* 
JEFFREY W. HELLBERG* 
WILLIAM F. COUNTISS** 

ALBERT L. PITTS 
THOMAS M. HNASKO 
JOHN C. CHAMBERS' 
GARY O. COMPTON* 

W. H. BRIAN. J R . " 
RUSSELL J. BAILEY** 

CHARLES R. WATSON. JR.** 
THOMAS D. HAINES. J R 

GREGORY J. NIBERT 
MARK C. DOW 

FRED W. SCHWENOIMANN 
JAMES M. HUOSON 

* R E G I S T E R E D I N N E W M E X I C O 
A S H I N K L E , C O X . E A T O N . 
C O F F I E L D &. H E N S L E Y , P.L.L.C.. 

A T T O R N E Y S A T L A W 

2 1 8 M O N T E Z U M A P O S T O F F I C E B O X 2 0 6 8 

S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 2 0 6 8 

( S O S ) 9 8 2 - 4 5 5 4 F A X ( S O S ) 9 8 2 - 8 6 2 3 

3 5 THOMAS ^ H5OD** JOIES Â ITCI 

LEWIS C. COX JR. (1924-1993) 
CLARENCE E. HINKLE (1901-1965) 

O F C O U N S E L 

O. M. CALHOUN* JOE W. WOOD 
StCHARD L. CAZZELL** RAY W. RICHARDS** 

l_ A. WHITE** 

AUSTIN AFFILIATION 
HOFFMAN & STEPHENS. P.C. 

KENNETH R. HOFFMAN-
TOM O, STEPHENS* 

RONALD C. SCHULTZ. JR.* 
J O S E CANO* 

March 22, 1995 

REBECCA NICHOLS JOHNSON 
STANLEY K. KOTOVSKY, JR. 

H. R. THOMAS 
ELLEN S. CASEY 

MARGARET CARTER LUDEWlG 
S. BARRY PAISNER 

MARTIN MEYERS 
WYATT L. BROOKS** 
DAVID M. RUSSELL** 

ANDREW J . CLOUTIER 
STEPHANIE LANDRY 
KIRT E. MOELLiNG** 

DIANE FISHER 
JULIE P. NEERKEN 

WILLIAM P SLATTERY 
CHRISTOPHER M. MOODY 

.LESPIE 
MARGARET R. MCNETT 

LISA K. SMITH* 
NORMAN D. EWART 
DARREN T. GROCE* 

MOLLY MCINTOSH 
MARCIA a. LINCOLN 
SCOTT A. SHUART* 

PAUL G. NASON 
R. "TREY- ARVIZU. I l l 

AMY C. WRIGHT* 
BRADLEY G BISHOP* 

KAROLYN KING NELSON 
ELLEN T. LOUDERBOUGH 
BARBARA GREGG GLENN 

JAMES H. WOOD* 

• N O T L I C E N S E D I N N E W M E X I C O 
• F O R M E R L Y C O M P R I S I N G T H E F I R M O F 

C U L T O N . M O R G A N . B R I T A I N £. W H I T E . P.C. 

VIA HAND DELIVERY 

W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
2040 South Pacheco Street 
Santa Fe, New Mexico 87501 

Dear Mr. LeMay: 

Texaco E x p l o r a t i o n and Production Inc., Marathon O i l Company, 
and S h e l l Western E&P Inc., the operators of the Vacuum-Drinkard 
Cooperative Pressure Maintenance P r o j e c t , pursuant t o D i v i s i o n 
Order No. R-10307, hereby request the D i v i s i o n t o issue a 
C e r t i f i c a t i o n of Q u a l i f i c a t i o n f o r the Recovered O i l Tax Rate f o r 
the p r o j e c t area. This request i s being submitted j o i n t l y by the 
three operators i n the p r o j e c t area. 

Very t r u l y yours, 

Attachment 

'PRO, 

HINKLE, COX, EATON, COFFIELD 
_& HENSLEY 

ames Bruce 
/Attorneys f o r S h e l l Western E&P Inc. 

W i l l i a m F 
Attorneys 

JB/sp 

P O S T O F F I C E S O X IO 

R O S W E L L . N E W M E X I C O 8 8 2 0 2 

( S O S ) 6 2 2 - 6 5 1 0 

F A X ( 5 0 5 ) 6 2 3 - 9 3 3 2 

Carr 
f o r Texaco Explora! n and Production Inc 

P O S T O F F I C E B O X 3 5 8 0 

M I D L A N D , T E X A S 7 9 7 0 2 

(915 ) 6 3 3 - 4 6 9 1 

F A X (915 ) 6 8 3 - 6 5 1 8 

P O S T O F F I C E B O X 9 2 3 6 

A M A R I L L O , T E X A S 7 9 1 0 5 

( S O S ) 3 7 2 - 5 5 6 9 

F A X ( 8 0 6 ) 3 7 2 - 9 7 6 1 

P O S T O F F I C E B O X 2 0 4 3 

A L B U Q U E R Q U E . N E W M E X I C O 8 7 1 0 3 

( 5 0 5 ) 7 6 8 - 1 5 0 0 

F A X ( 5 Q 5 ) 7 6 8 - 1 5 2 9 

4 0 1 W. 1 5 ™ S T R E E T . S U I T E 3 0 0 

A U S T I N . T E X A S 7 8 7 0 1 

(512) 4 7 6 - 7 1 3 7 

F A X (512) - 4 7 6 - 5 4 3 1 



/ 

Texaco E x p l o r a t i o n and P r o d u c t i o n I n c . 
A t t n : James A. Head 
500 N o r t h L o r r a i n e 
M i d l a n d , Texas 79702 

Marathon O i l Company 
A t t n : Dow Campbell 
Post O f f i c e Box 552 
Mi d l a n d , Texas 79701 

S h e l l Western E&P I n c . 
A t t e n t i o n : R. L. Sykes 
Post O f f i c e Box 576 
Houston, Texas 77001 

CERTIFICATION OF QUALIFICATION OF ENHANCED 
OIL RECOVERY PROJECT FOR RECOVERED OIL TAX RATE 

The New Mexico O i l C o n s e r v a t i o n D i v i s i o n hereby c e r t i f i e s t h a t 

t h e f o l l o w i n g Enhanced O i l Recovery P r o j e c t has been approved by 

th e D i v i s i o n as a secondary p r o j e c t , p u r s u a n t t o t h e p r o v i s i o n s o f 

th e New Mexico Enhanced O i l Recovery Act (L. 1992, Ch. 3 8 ) . I n 

o r d e r t o q u a l i f y f o r t h e Recovered O i l Tax Rate, you must a p p l y f o r 

c e r t i f i c a t i o n o f p o s i t i v e p r o d u c t i o n response w i t h i n f i v e y e a r s 

f r o m t h e date o f t h i s c e r t i f i c a t i o n . Only p r o d u c t i o n f r o m t h a t 

p o r t i o n o f t h e p r o j e c t area i d e n t i f i e d h e r e i n w h i c h i s a c t u a l l y 

d eveloped f o r enhanced r e c o v e r y w i l l q u a l i f y f o r t h e reduced t a x 

r a t e . 

I f o p e r a t i o n o f t h i s p r o j e c t i s t e r m i n a t e d f o r any reason, t h e 

o p e r a t o r s o f t h e p r o j e c t must n o t i f y t h i s D i v i s i o n and t h e 

S e c r e t a r y o f T a x a t i o n and Revenue n o t l a t e r t h a n t h e t h i r t i e t h day 

a f t e r t e r m i n a t i o n . 

NAME OF PROJECT: Vacuum-Drinkard C o o p e r a t i v e P r e s s u r e 
Maintenance P r o j e c t 

OCD ORDER NO.: R-10307 



Texaco E x p l o r a t i o n and P r o d u c t i o n I n c . 
A t t e n t i o n : James A. Head 
500 N o r t h L o r r a i n e 
M i d l a n d , Texas 79702 

Marathon O i l Company-
A t t e n t i o n : Dow Campbell 
Post O f f i c e Box 552 
Mi d l a n d , Texas 79701 

S h e l l Western E&P I n c . 
A t t e n t i o n : R. L. Sykes 
P. 0. Box 576 
Houston, Texas 77001 

CERTIFICATION DATE: A p r i l 1, 1995 

IN I T I A L PROJECT AREA: 

AREA 1 (TEXACO OPERATED) 
TOWNSHIP 17 SOUTH. RANGE 3 4 EAST. NMPM 
S e c t i o n 36: SEtfSWK, SfcSEK 

c 
TOWNSHIP 18 SOUTH, RANGE 3 4 EAST, NMPM 

S e c t i o n 1: L o t s 1, 2, 3, SE1/^1/, SMNE%, WASEU, and SE^SE^ 

AREA 2 (TEXACO OPERATED) 
TOWNSHIP 18 SOUTH. RANGE 3 5 EAST, NMPM 
S e c t i o n 6: L o t s 1 and 2, SWMNEM, W^SEM 
AREA 3 (MARATHON OPERATED) 
TOWNSHIP 18 SOUTH. RANGE 3 5 EAST, NMPM 
Section 6: Lots 3 through 7, SE^NW^, E^SWA 

AREA 4 (SHELL OPERATED) 
TOWNSHIP 17 SOUTH, RANGE 3 5 EAST, N.M.P.M. 
S e c t i o n 3 1 : L o t 4, SE^SW^ 

APPROVED: 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

OPERATORS and 
ADDRESSES: 

SEAL 



PAUL W. EATON 
CONRAD E. COFFIELD 

HAROLD L. HENSLEY, JR. 
STUART D. SHANOR 
ERIC D. LANPHERE 

C. O. MARTIN 
ROBERT P. TINNIN. JR. 
MARSHALL G. MARTIN 

MASTON C. COURTNEY** 

DON L. PATTERSON** 
DOUGLA5 L. LUNSFORD 
NICHOLAS J . NOEDING 
T. CALDER EZZELL. JR. 
WILLIAM B, BURFORO* 

RICHARD E. OLSON 
RICHARD R. WILFONG* 
THOMAS J. McBRlDE 

NANCY S. CUSACK 

H I N K L E , C O X , E A T O N , - G Q E E I E L E ^ & « H E N . S L E Y 

JEFFREY L. FORNACIARI 
JEFFREY D. HEWETT 

JAMES BRUCE 
JERRY F. SHACKELFORD* 
JEFFREY W. HELLBERG* 
WILLIAM F. COUNTISS** 

ALBERT L. PITTS 
THOMAS M. HNASKO 
JOHN C. CHAMBERS* 
GARY D. COMPTON* 

W. H. BRIAN, JR.** 
RUSSELL J . BAILEY** 

CHARLES R. WATSON, JR. ' * 
THOMAS D. HAINES, JR. 

GREGORY J . NIBERT 
MARK C. DOW 

FRED W SCHWENDIMANN 
JAMES M. HUDSON 

• R E G I S T E R E D I N N E W M E X I C O 

A S H I N K L E , C O X , E A T O N , 

C O F F I E L D & H E N S L E Y , P.L.L.C., LTD. , CO. 

P.L .L .C .* , r , • 
A T T O R N E Y S A T L A W 

'ED 

2 1 8 M O N T E Z U M A ^ F 

S A N T A F E , N E W V C I C O 8 7 5 Q 4 - I 

( 5 0 5 ) 9 8 2 - 4 5 5 4 F A X ( 5 0 5 ) 9 8 2 - 8 6 2 3 

LEWIS C. COX, J R (1924-1993) 
CLARENCE E. HINKLE ( I90H9Q5) 

OF COUNSEL 
O. M. CALHOUN* J O E W. WOOD 

RICHARD L. CAZZELL** RAY W. RICHARDS" 
L. A. WHITE** 

AUSTIN AFFILIATION 
HOFFMAN & STEPHENS. P.C. 

KENNETH R. HOFFMAN* 
TOM D. STEPHENS* 

RONALD C. SCHULTZ, J R * 
JOSE CANO* 

M a r c h 2 2 , 19 95 

JEFFREY S. BAIRD* 
THOMAS E. HOOD* ' 

REBECCA NICHOLS JOHNSON 
STANLEY K. KOTOVSKY. JR. 

H. R. THOMAS 
ELLEN S CASEY 

MARGARET CARTER LUDEWIG 
S. BARRY PAISNER 

MARTIN MEYERS 
WYATT L. BROOKS'* 
•AV ID M. RUSSELL** 

ANDREW J. CLOUTIER 
STEPHANIE LANDRY 
KtRT E. MOELLING** 

DIANE FISHER 
JULIE R NEERKEN 

WILLIAM P. SLATTERY 
CHRISTOPHER M. MOODY 

JAMES A. GILLESPIE 
MARGARET R. MCNETT 

LISA K. SMITH-
NORMAN D. EWART 
DARREN T, GROCE" 

MOLLY MCINTOSH 
MARCIA B. LINCOLN 
SCOTT A. SHUART* 

PAUL G. NASON 
R. 'TREY- ARVIZU, III 

AMY C. WRIGHT-
BRADLEY G. BISHOP* 

KAROLYN KING NELSON 
ELLEN T. LOUDERBOUGH 
BARBARA GREGG GLENN 

JAMES H. WOOD* 

• N O T L I C E N S E D I N N E W M E X I C O 
+ F O R M E R L Y C O M P R I S I N G T H E F I R M O F 

C U L T O N , M O R G A N , B R I T A I N & W H I T E , P.C. 

VIA HAND DELIVERY 

W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
2040 South Pacheco Street 
Santa Fe, New Mexico 87501 

Dear Mr. LeMay: 

Texaco E x p l o r a t i o n and Production Inc., Marathon O i l Company, 
and S h e l l Western E&P Inc., the operators of the Vacuum-Drinkard 
Cooperative Pressure Maintenance P r o j e c t , pursuant t o D i v i s i o n 
Order No. R-10307, hereby request the D i v i s i o n t o issue a 
C e r t i f i c a t i o n of Q u a l i f i c a t i o n f o r the Recovered O i l Tax Rate f o r 
the p r o j e c t area. This request i s being submitted j o i n t l y by the 
three operators i n the p r o j e c t area. 

Very t r u l y yours, 

HINKLE, COX, EATON, COFFIELD 
& HENSLEY 

Attachment 

LPRQ, 

W. Thomas K e l l a h i n 
Attorneys f o y Marathon O i l Company 

s Bruce 
ttorn e y s f o r S h e l l Western E&P Inc 

W i l l i a m F 
Attorneys 

JB/sp 

P O S T O F F I C E B O X IO 

R O S W E L L . N E W M E X I C O 8 8 2 0 2 

( 5 0 5 ) 6 2 2 - 6 5 I O 

F A X ( 5 0 5 ) 6 2 3 - 9 3 3 2 

Carr 
f o r Texaco Explorat and Production Inc 

P O S T O F F I C E B O X 3 5 8 0 

M I D L A N D , T E X A S 7 9 7 0 2 

(915 ) 6 8 3 - 4 6 9 1 

F A X (915) 6 8 3 - 6 5 1 8 

P O S T O F F I C E B O X 9 2 3 8 

A M A R I L L O , T E X A S 7 9 1 0 5 

( B 0 6 ) 3 7 2 - 5 5 6 9 

FAX ( 8 0 6 ) 3 7 2 - 9 7 6 1 

P O S T O F F I C E B O X 2 0 4 3 

A L B U Q U E R Q U E , N E W M E X I C O 8 7 1 0 3 

< 5 0 5 ) 7 6 B - I 5 O 0 

F A X ( 5 0 S ) 7 6 8 - 1 5 2 9 

4 0 1 W. 1 5 ™ S T R E E T , S U I T E S O O 

A U S T I N , T E X A S 7 B 7 0 I 

(512) 4 7 6 - 7 1 3 7 

F A X (512) 4 7 6 - 5 4 3 1 



Texaco E x p l o r a t i o n and P r o d u c t i o n I n c . 
A t t n : James A. Head 
500 N o r t h L o r r a i n e 
M i d l a n d , Texas 79702 

Marathon O i l Company 
A t t n : Dow Campbell 
Post O f f i c e Box 552 
Mi d l a n d , Texas 79701 

S h e l l Western E&P I n c . 
A t t e n t i o n : R. L. Sykes 
Post O f f i c e Box 576 
Houston, Texas 77001 

CERTIFICATION OF QUALIFICATION OF ENHANCED 
OIL RECOVERY PROJECT FOR RECOVERED OIL TAX RATE 

The New Mexico O i l C o n s e r v a t i o n D i v i s i o n hereby c e r t i f i e s t h a t 

t h e f o l l o w i n g Enhanced O i l Recovery P r o j e c t has been approved by 

t h e D i v i s i o n as a secondary p r o j e c t , p u r s u a n t t o t h e p r o v i s i o n s o f 

t h e New Mexico Enhanced O i l Recovery Act (L. 19 92, Ch. 38) . I n 

o r d e r t o q u a l i f y f o r t h e Recovered O i l Tax Rate, you must a p p l y f o r 

c e r t i f i c a t i o n o f p o s i t i v e p r o d u c t i o n response w i t h i n f i v e y e a r s 

from t h e d a t e o f t h i s c e r t i f i c a t i o n . Only p r o d u c t i o n from t h a t 

p o r t i o n o f t h e p r o j e c t area i d e n t i f i e d h e r e i n w h i c h i s a c t u a l l y 

developed f o r enhanced r e c o v e r y w i l l q u a l i f y f o r t h e reduced t a x 

r a t e . 

I f o p e r a t i o n o f t h i s p r o j e c t i s t e r m i n a t e d f o r any reason, t h e 

o p e r a t o r s o f t h e p r o j e c t must n o t i f y t h i s D i v i s i o n and t h e 

S e c r e t a r y o f T a x a t i o n and Revenue n o t l a t e r t h a n t h e t h i r t i e t h day 

a f t e r t e r m i n a t i o n . 

NAME OF PROJECT: Vacuum-Drinkard C o o p e r a t i v e Pressure 
Maintenance P r o j e c t 

OCD ORDER NO.: R-10307 



Texaco E x p l o r a t i o n and P r o d u c t i o n I n c . 
A t t e n t i o n : James A. Head 
50 0 N o r t h L o r r a i n e 
M i d l a n d , Texas 79702 

Marathon O i l Company 
A t t e n t i o n : Dow Campbell 
Post O f f i c e Box 552 
Mid l a n d , Texas 79701 

S h e l l Western E&P I n c . 
A t t e n t i o n : R. L. Sykes 
P. O. Box 576 
Houston, Texas 77001 

CERTIFICATION DATE: A p r i l 1, 1995 

IN I T I A L PROJECT AREA: 

AREA 1 (TEXACO OPERATED) 
TOWNSHIP 17 SOUTH. RANGE 34 EAST. NMPM 
S e c t i o n 36: SE^SW1^, S^SE1/ 

TOWNSHIP 18 SOUTH. RANGE 34 EAST. NMPM 

S e c t i o n 1 : L o t s 1 , 2, 3, SEMNW1/, S^NE1/, N^SE 1/, and SE^SE^ 

AREA 2 (TEXACO OPERATED) 
TOWNSHIP 18 SOUTH. RANGE 3 5 EAST. NMPM 
Section 6: Lots 1 and 2, SW^NE^, WASECA 
AREA 3 (MARATHON OPERATED) 
TOWNSHIP 18 SOUTH. RANGE 35 EAST. NMPM 
S e c t i o n 6: L o t s 3 t h r o u g h 7, SEMNW1 ,̂ E^SW^ 

AREA 4 (SHELL OPERATED) 
TOWNSHIP 17 SOUTH, RANGE 35 EAST, N.M.P.M. 
S e c t i o n 3 1 : L o t 4, SE^SW1/ 

APPROVED: 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

OPERATORS and 
ADDRESSES: 

WILLIAM J. LeMAY 
DIRECTOR 

SEAL 



PAUL W. EATON 
CONRAD E. COFFIELD 

HAROLD L. HENSLEY. JR. 
STUART D. SHANOR 
ERIC D. LANPHERE 

C. D. MARTIN 
ROBERT P. TINMIN. JR. 
MARSHALL G. MARTIN 

MASTON C. COURTNEY" 

DON l_ PATTERSON*' 
DOUGLAS L. LUNSFORD 
NICHOLAS J. N0ED1NG 
T. CALDER EZZ£LU JR. 
WILLIAM B. BUPFORD* 

RICHARD E. OLSON 
RICHARD R. WILFONG" 
THOMAS J . McBRIDE 

NANCY S. CUSACK 

C l CONSERVc ' ;QN DIVISION 
H I N K L E , C O X , E A T O N , C O F F I E L D & H E N S I R E Y J V'EO 

P . L . L . C . * 
JEFFREY L FORNACIARI 

JEFFREY D. HEWETT 
JAMES BRUCE 

JERRY F. SHACKELFORD* 
JEFFREY W. HELLBERG* 
WILLIAM F. C O U N T I S S " 

ALBERT L. PITTS 
THOMAS M. HNASKO 
JOHN C. CHAMBERS* 
GARY D. COMPTON* 

W. H. BRIAN, J R . " 
RUSSELL J . B A I L E Y " 

CHARLES R. WATSON. J R . " 
THOMAS D. HAINES. JR. 

GREGORY J . NIBERT 
MARK C. OOW 

FRED W SCHWENDIMANN 
JAMES M. HUDSON 

' R E G I S T E R E D I N N E W M E X I C O 
A S H I N K L E . C O X , E A T O N . 
C O F F I E L D & H E N S L E Y . P.L.L.C. . L T D . . CO. 

A T T O R N E Y S A T L A W 

2 I Q M O N T E Z U M A P O S T O F F I C E B O X 2 0 6 8 

S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 2 0 6 8 

( 5 0 5 ) 9 8 2 - 4 5 5 4 F A X ( S O S ) 9 8 2 - 8 6 2 3 
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LEWIS C. COX. JR. [1924-19931 
CLARENCE E. HINKLE (1901-1965) 

OF COUNSEL 
O. M. CALHOUN* J O E W. WOOD 

RICHARD l_ C A 2 2 E L L " RAY W. R ICHARDS" 
l_ A. W H I T E " 

AUSTIN AFFILIATION 
HOFFMAN & STEPHENS. P.C. 

KENNETH R. HOFFMAN* 
TOM D. STEPHENS* 

RONALD C. SCHULTZ. JR.* 
J O S E CANO* 

March 22 , 19 95 

f f H }JEFFREY sfeJ33o* P 
* * ' - THdMAS Ef H O O D " " -J 

REBECCA NICHOLS JOHNSON 
STANLEY K, KOTOVSKY. JR. 

H. R THOMAS 
ELLEN S. CASEY 

MARGARET CARTER LUDEW'G 
S. BARRY PAISNER 

MARTIN MEYERS 
WYATT l_ B R O O K S " 
DAVID M. R U S S E L L " 

ANDREW J. CLOUTIER 
STEPHANIE LANDRY 
KIRT E. M O E L L I N G " 

DIANE FISHER 
JULIE P NEERKEN 

WILLIAM P SLATTERY 
CHRISTOPHER M. MOODY 

5J2*E GILLESPIE 
MARGARET R. MCNETT 

LISA K, SMITH* 
NORMAN D. EWART 
DARREN T. GROCE* 
MOLLY MCINTOSH 

MARCIA B. LINCOLN 
SCOTT A. SHUART* 

PAUL G. NASON 
R. *TREY* ARVIZU. JH 

AMY C. WRIGHT* 
BRADLEY G BISHOP* 

KAROLYN KING NELSON 
ELLEN T. LOUDERBOUGH 
BARBARA GREGG GLENN 

JAMES H. WOOD* 

" N O T L I C E N S E D I N N E W M E X I C O 
* F O R M E R L Y C O M P R I S I N G T H E F I R M O F 

C U L T O N . M O R G A N , B R I T A I N & W H I T E . P.C. 

VIA HAND DELIVERY 

W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
2040 South Pacheco Str e e t 
Santa Fe, New Mexico 87501 

Dear Mr. LeMay: 

Texaco E x p l o r a t i o n and Production Inc., Marathon O i l Company, 
and S h e l l Western E&P Inc., the operators of the Vacuum-Drinkard 
Cooperative Pressure Maintenance P r o j e c t , pursuant t o D i v i s i o n 
Order No. R-10307, hereby request the D i v i s i o n t o issue a 
C e r t i f i c a t i o n of Q u a l i f i c a t i o n f o r the Recovered O i l Tax Rate f o r 
the p r o j e c t area. This request i s being submitted j o i n t l y by the 
three operators i n the p r o j e c t area. 

Very t r u l y yours, 

Attachment 

PRO, 

HINKLE, COX, EATON, COFFIELD 
& HENSLEY 

ames'Bruce 
t t o r n e y s f o r S h e l l Western E&P Inc 

W. Thomas 
Attorneys t oy ' Marathon O i l Company 

W i l l i a m F 
Attorneys 

JB/sp 

P O S T O F F I C E B O X IO 

R O S W E L L , N E W M E X I C O 8 8 2 0 2 

( 5 0 5 ) 6 2 2 - 6 5 1 0 

F A X ( S O S ) 6 2 3 - 9 3 3 2 

f o r Texaco E x p l o r a t i o n and Production Inc 

P O S T O F F I C E B O X 3 5 8 0 

M I D L A N D , T E X A S 7 9 7 0 2 

(915) 6 8 3 - 4 6 9 1 

F A X (915 ) 6 8 3 - 6 5 1 8 

P O S T O F F I C E B O X 9 2 3 S 

A M A R I L L O . T E X A S 7 9 1 0 5 

( 8 0 6 ) 3 7 2 - 5 5 6 9 

F A X ( 8 0 6 ) 3 7 2 - 9 7 6 1 

P O S T O F F I C E B O X 2 0 4 3 

A L B U Q U E I R Q U E , N E W M E X I C O 8 7 1 0 3 

( 5 0 5 ) 7 6 8 - 1 5 0 0 

F A X ( 5 0 5 ) 7 6 8 - 1 5 2 9 

4 0 t W. IS"""" S T R E E T , S U I T E 8 0 0 

A U S T I N . T E X A S 7 8 7 0 1 

(512) 4 7 6 - 7 1 3 7 

F A X 1512) 4 7 6 - 5 4 3 1 



Texaco E x p l o r a t i o n and Production Inc. 
A t t n : James A. Head 
50 0 North Lorraine 
Midland, Texas 79702 

Marathon O i l Company 
A t t n : Dow Campbell 
Post O f f i c e Box 552 
Midland, Texas 7 9701 

S h e l l Western E&P Inc. 
A t t e n t i o n : R. L. Sykes 
Post O f f i c e Box 576 
Houston, Texas 77001 

CERTIFICATION OF QUALIFICATION OF ENHANCED 
OIL RECOVERY PROJECT FOR RECOVERED OIL TAX RATE 

The New Mexico O i l Conservation D i v i s i o n hereby c e r t i f i e s t h a t 

the f o l l o w i n g Enhanced O i l Recovery P r o j e c t has been approved by 

the D i v i s i o n as a secondary p r o j e c t , pursuant t o the p r o v i s i o n s of 

the New Mexico Enhanced O i l Recovery Act (L. 1992, Ch. 38). I n 

order t o q u a l i f y f o r the Recovered O i l Tax Rate, you must apply f o r 

c e r t i f i c a t i o n of p o s i t i v e production response w i t h i n f i v e years 

from the date of t h i s c e r t i f i c a t i o n . Only prod u c t i o n from t h a t 

p o r t i o n of the p r o j e c t area i d e n t i f i e d h e r e i n which i s a c t u a l l y 

developed f o r enhanced recovery w i l l q u a l i f y f o r the reduced tax 

r a t e . 

I f o p e r a t i o n of t h i s p r o j e c t i s terminated f o r any reason, the 

operators of the p r o j e c t must n o t i f y t h i s D i v i s i o n and the 

Secretary of Taxation and Revenue not l a t e r than the t h i r t i e t h day 

a f t e r t e r m i n a t i o n . 

NAME OF PROJECT: Vacuum-Drinkard Cooperative Pressure 
Maintenance P r o j e c t 

OCD ORDER NO.: R-1030 7 



Texaco E x p l o r a t i o n and P r o d u c t i o n I n c . 
A t t e n t i o n : James A. Head 
500 N o r t h L o r r a i n e 
M i d l a n d , Texas 79702 

Marathon O i l Company 
A t t e n t i o n : Dow Campbell 
Post O f f i c e Box 552 
Mi d l a n d , Texas 79701 

S h e l l Western E&P I n c . 
A t t e n t i o n : R. L. Sykes 
P. 0. Box 576 
Houston, Texas 77001 

CERTIFICATION DATE: A p r i l 1, 1995 

INI T I A L PROJECT AREA: 

AREA 1 (TEXACO OPERATED) 
TOWNSHIP 17 SOUTH. RANGE 3 4 EAST. NMPM 
S e c t i o n 36: SE^SW1^, S^SEM 

TOWNSHIP 18 SOUTH. RANGE 34 EAST. NMPM 

S e c t i o n 1: L o t s 1, 2, 3, SEMNW1 ,̂ S^NEM, N^SEM, and SE^SE^ 

AREA 2 (TEXACO OPERATED) 
TOWNSHIP 18 SOUTH, RANGE 3 5 EAST. NMPM 
S e c t i o n 6: L o t s 1 and 2, SWWE1^, W^SE^ 
AREA 3 (MARATHON OPERATED) 
TOWNSHIP 18 SOUTH. RANGE 3 5 EAST. NMPM 
S e c t i o n 6: L o t s 3 t h r o u g h 7, SE%NW%, EMSWM 

AREA 4 (SHELL OPERATED) 
TOWNSHIP 17 SOUTH. RANGE 3 5 EAST. N.M.P.M. 
Section 31: Lot 4, SE]4SWA 

APPROVED: 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

OPERATORS and 
ADDRESSES: 

SEAL 

WILLIAM J. LeMAY 
DIRECTOR 



PAUL W, EATON 
CONRAD E. COFFIELD 

HAROLD l_ HENSLEY, JR. 
STUART O. SHANOR 
ERIC D. LANPHERE 

C. D. MARTIN 
ROBERT P. TINNIN, JR. 
MARSHALL G. MARTIN 

MASTON C. COURTNEY** 

DON U PATTERSON" 
DOUGLAS L. LUNSFORD 
NICHOLAS J . NOEOJNG 
T. CALDER EZZELL. JR. 
WILLIAM B. BURFORD* 

RICHARD E. OLSON 
• RICHARD R, WILFONG* 

THOMAS J. MCBRIDE 
NANCY S. CUSACK 

H I N K L E , C O X , E A T O N , C O F F I E L D & HJ^NS^JM^S^ * ; 

p.L.r,.c* fit Cr 
JEFFREY L. FORNACIARI 

JEFFREY D. HEWETT 
JAMES BRUCE 

JERRY F. SHACKELFORD* 
JEFFREY W. HELLBERG* 
WILLIAM F. C O U N T I S S " 

ALBERT l_ PITTS 
THOMAS M. HNASKO 
JOHN C. CHAMBERS* 
GARY D. COMPTON* 

W. H, BRIAN. J R . " 
RUSSELL J . BA ILEY" 

CHARLES R. WATSON. J R . " 
THOMAS O. HAINES, JR. 

GREGORY J . NIBERT 
MARK C. OOW 

FRED W. SCHWENOIMANN 

JAMES M. HUDSON 

' R E G I S T E R E D I N N E W M E X I C O 

A S H I N K L E . C O X , E A T O N . 

C O F F I E L D & H E N S L E Y . P . L . L . C . LTD. . CO. 

ON DIVISION 
f'<E0 

A T T O R N E Y S A T L A W 

2 1 8 M O N T E Z U M A P O S T O F F I C E B O X 2 0 6 8 

S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 2 0 6 8 

( 5 0 5 ) 9 8 2 - 4 5 5 4 F A X ( 5 0 5 ) 9 8 2 - 8 6 2 3 

JEFFREY S. BAIRD* 

O F C O U N S E L 

O. M. CALHOUN* JOE W. WOOD 
RICHARD L C A Z Z E L L " RAY W. R I C H A R D S " 

L. A. W H I T E " 

AUSTIN AFFILIATION 
HOFFMAN S. STEPHENS. P.C. 

KENNETH R. HOFFMAN* 
TOM D. STEPHENS* 

RONALD C. SCHULTZ. JR.* 
J O S E CANO* 

March 22 , 1995 

A f~ fTFROMAS^e. .HOOD" r--, r r t 
H REBECcV"NiCHOLSl jOHNfeoW j 

V ' STANLEY K. KOTOVSKY. JR. * * J " 
H. R. THOMAS 

ELLEN S. CASEY 
MARGARET CARTER LUDEWIG 

S. BARRY PA1SNER 

MARTIN MEYERS 
WYATT L. B R O O K S " 
DAVID M. R U S S E L L " 

ANDREW J . CLOUTIER 
STEPHANIE LANORY 
KIRT E. MOELL1NG" 

DIANE FISHER 
JUL IE P. NEERKEN 

WILLIAM P. SLATTERY 
CHRISTOPHER M. MOODY 

ESrA-. PHLLESPIE 
'GAlTOT-P*, MCNETT 

I S A S < . * S M I T H * 

NORMAN O. EWART 
DARREN T, GROCE* 

MOLLY MCINTOSH 
MARCIA B. L INCOLN 
SCOTT A, SHUART* 

PAUL G. NASON 
R. "TREY* ARVIZU. I l l 

AMY C. WRIGHT* 
BRADLEY G BISHOP* 

KAROLYN KING NELSON 
ELLEN T. LOUOERBOUGH 
BARBARA GREGG GLENN 

JAMES H. WOOD* 

• N O T L I C E N S E D I N N E W M E X I C O 

• • F O R M E R L Y C O M P R I S I N G T H E F I R M O F 

C U L T O N , M O R G A N . B R I T A I N & W H I T E , P.C. 

VIA HAND DELIVERY 

W i l l i a m J. LeMay, D i r e c t o r 
O i l Conservation D i v i s i o n 
2040 South Pacheco Street 
Santa Fe, New Mexico 87501 

Dear Mr. LeMay: 

Texaco E x p l o r a t i o n and Production Inc., Marathon O i l Company, 
and S h e l l Western E&P Inc., the operators of the Vacuum-Drinkard 
Cooperative Pressure Maintenance P r o j e c t , pursuant t o D i v i s i o n 
Order No. R-10307, hereby request the D i v i s i o n t o issue a 
C e r t i f i c a t i o n of Q u a l i f i c a t i o n f o r the Recovered O i l Tax Rate f o r 
the p r o j e c t area. This request i s being submitted j o i n t l y by the 
three operators i n the p r o j e c t area. 

Very t r u l y yours, 

HINKLE, COX, EATON, COFFIELD 
& HENSLEY 

James Bruce 

Attachment 
Attorneys f o r S h e l l Western E&P Inc 

W. Thomas K 
Attorneys foy Marathon O i l Company 

W i l l i a m F 
Attorneys f o r Texaco E x p l o r a t i o n and Production Inc 

JB/sp 

P O S T O F F I C E B O X IO 

R O S W E L L . N E W M E X I C O S B 2 0 2 

( 5 0 S ) 6 2 2 - 6 S I O 

F A X ( 5 0 5 ) 6 2 3 - 9 3 3 2 

P O S T O F F I C E S O X 3 5 B O 

M I D L A N D . T E X A S 7 9 7 0 2 

( 9 ) 5 ) 6 8 3 - 4 6 9 / 

F A X (915 ) 6 8 3 - 6 5 1 8 

P O S T O F F I C E B O X 9 2 3 8 

A M A R I L L O . T E X A S 7 9 1 0 5 

f 8 0 6 ) 3 7 2 - 5 5 6 9 

F A X ( 8 0 6 ) 3 7 2 - 9 7 6 1 

P O S T O F F I C E B O X 2 0 4 3 

A L B U Q U E R Q U E . N E W M E X I C O 3 7 1 0 3 

( 5 0 5 ) 7 6 8 - 1 5 0 0 

F A X ( 5 0 5 ) 7 6 8 - 1 5 2 9 

4 0 1 W, I5TH S T R E E T , S U I T E S O O 

A U S T I N , T E X A S 7 S 7 0 I 

(512) 4 7 6 - 7 1 3 7 

F A X 1512) 4 7 6 - 5 4 3 1 



Texaco E x p l o r a t i o n and Production Inc. 
A t t n : James A. Head 
50 0 North Lorraine 
Midland, Texas 79702 

Marathon O i l Company 
A t t n : Dow Campbell 
Post O f f i c e Box 552 
Midland, Texas 79701 

S h e l l Western E&P Inc. 
A t t e n t i o n : R. L. Sykes 
Post O f f i c e Box 576 
Houston, Texas 77001 

CERTIFICATION OF QUALIFICATION OF ENHANCED 
OIL RECOVERY PROJECT FOR RECOVERED OIL TAX RATE 

The New Mexico O i l Conservation D i v i s i o n hereby c e r t i f i e s t h a t 

the f o l l o w i n g Enhanced O i l Recovery Project has been approved by 

the D i v i s i o n as a secondary p r o j e c t , pursuant t o the p r o v i s i o n s of 

the New Mexico Enhanced O i l Recovery Act (L. 1992, Ch. 38). I n 

order t o q u a l i f y f o r the Recovered O i l Tax Rate, you must apply f o r 

c e r t i f i c a t i o n of p o s i t i v e p r o d u c t i o n response w i t h i n f i v e years 

from the date of t h i s c e r t i f i c a t i o n . Only production from t h a t 

p o r t i o n of the p r o j e c t area i d e n t i f i e d h e r e i n which i s a c t u a l l y 

developed f o r enhanced recovery w i l l q u a l i f y f o r the reduced tax 

r a t e . 

I f o p e r a t i o n of t h i s p r o j e c t i s terminated f o r any reason, the 

operators of the p r o j e c t must n o t i f y t h i s D i v i s i o n and the 

Secretary of Taxation and Revenue not l a t e r than the t h i r t i e t h day 

a f t e r t e r m i n a t i o n . 

NAME OF PROJECT: Vacuum-Drinkard Cooperative Pressure 
Maintenance Pr o j e c t 

OCD ORDER NO.: R-10307 



OPERATORS and 
ADDRESSES: Texaco E x p l o r a t i o n and P r o d u c t i o n I n c . 

A t t e n t i o n : James A. Head 
500 N o r t h L o r r a i n e 
M i d l a n d , Texas 79702 

Marathon O i l Company 
A t t e n t i o n : Dow Campbell 
Post O f f i c e Box 552 
Mid l a n d , Texas 79701 

S h e l l Western E&P I n c . 
A t t e n t i o n : R. L. Sykes 
P. 0. Box 576 
Houston, Texas 77001 

CERTIFICATION DATE: A p r i l 1, 1995 

INI T I A L PROJECT AREA: 

AREA 1. (TEXACO OPERATED) 
TOWNSHIP 17 SOUTH. RANGE 34 EAST. NMPM 
S e c t i o n 36: SE^SWM, S^SE% 

TOWNSHIP 18 SOUTH. RANGE 34 EAST. NMPM 

S e c t i o n 1: L o t s 1, 2, 3, SE1/^1/, SMNE1^, N^SEM, and SE^SEM 

AREA 2 (TEXACO OPERATED) 
TOWNSHIP 18 SOUTH. RANGE 3 5 EAST. NMPM 
S e c t i o n 6: L o t s 1 and 2, SW^E1^, W^SEM 
AREA 3 (MARATHON OPERATED) 
TOWNSHIP 18 SOUTH. RANGE 3 5 EAST. NMPM 
S e c t i o n 6: L o t s 3 t h r o u g h 7, SE'ANVIU, E^SWM 

AREA 4 (SHELL OPERATED) 
TOWNSHIP 17 SOUTH, RANGE 3 5 EAST, N.M.P.M. 
S e c t i o n 3 1 : L o t 4, SE^SWM 

APPROVED: 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM J. LeMAY 
DIRECTOR 

SEAL 

f 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSD3ERING: 

CASE NO. 11152 
ORDER NO. R-10307 

APPLICATION OF TEXACO EXPLORATION 
& PRODUCTION INC. AND MARATHON OIL 
COMPANY FOR A PRESSURE MAINTENANCE 
PROJECT, UNORTHODOX INJECTION WELL 
LOCATIONS, AND QUALD7ICATION FOR THE 
RECOVERED OIL TAX CREDIT PURSUANT TO 
THE NEW MEXICO OIL RECOVERY ACT, LEA 
COUNTY, NEW MEXICO 

ORDER OF THE DIVISION 
f 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a.m. on December 1, 1994, and January 
5, 1995, at Santa Fe, New Mexico, before Examiner David R. Catanach. 

NOW, on this 3rd day of February, 1995, the Division Director, having 
considered the testimony, the record and the recommendations of the Examiner, and 
being fully advised in the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by law, the Division has 
jurisdiction of this cause and the subject matter thereof. 

(2) The applicants, Texaco Exploration & Production, Inc. (Texaco), and 
Marathon Oil Company (Marathon), seek authority to institute a cooperative pressure 
maintenance project in the Vacuum-Drinkard Pool underlying the following described 
area in Lea County, New Mexico, by the injection of water into the Drinkard formation 
through two existing wells and six wells to be drilled at unorthodox locations, all as 
shown on Exhibit "A" attached hereto: 

TOWNSHIP 17 SOUTH. RANGE 34 EAST. NMPM 
Section 36: SE/4 SW/4, S/2 SE/4 
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TOWNSHIP 17 SOUTH. RANGE 35 EAST. NMPM 
Section 31: Lot 4, SE/4 SW/4 

TOWNSHIP 18 SOUTH. RANGE 34 EAST. NMPM 
Section 1: Lots 1, 2, 3, SE/4 NW/4, S/2 NE/4, N/2 SE/4, and SE/4 

SE/4 

TOWNSHIP 18 SOUTH. RANGE 35 EAST. NMPM 
Section 6: Lots 1 through 7, SE/4 NWM, SW/4 NE/4, E/2 SW/4, and 

W/2 SE/4 

(3) The applicants further seek approval of the proposed pressure maintenance 
project as a qualified "Enhanced Oil Recovery Project" pursuant to the "Enhanced Oil 
Recovery Act" (Laws 1992, Chapter 38, Sections 1 through 5). 

(4) In addition to Texaco and Marathon, Shell Western E & P Inc. (Shell), 
appeared at the hearing and requested that it be included in the cooperative pressure 
maintenance project inasmuch as it operates acreage within the proposed project area. 

(5) There are nine separate state leases within the proposed project area. The 
leases are owned and operated as follows: 

TEXACO OPERATED LEASES 

N.M. "O" State Lease: 
N.M. "M" State Lease: 
N.M. "L" State Lease: 
N.M. "R" State NCT-3: 
N.M. "R" State NCT-1: 
N.M. "AB" State Lease: 

LEASE NAME DESCRIPTION 
Section 36: SE/4 SWM, S/2 SE/4 
Section 1: Lot 3, SEM NWM 
Section 1: Lots 1 and 2, S/2 NEM 
Section 1: N/2 SE/4, SEM SEM 
Section 6: Lots 1 and 2, SWM NEM 
Section 6: W/2 SE/4 

MARATHON OPERATED LEASES 

LEASE NAME 
Warn State AC/2 Lease: 

DESCRIPTION 
Section 6: Lots 3 through 7, 

SE/4 NWM, E/2 SWM 
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SHELL OPERATED LEASES 

LEASE NAME 
State "D" Lease: 
State "E" Lease: 

DESCRIPTION 
Section 31: Lot 4 
Section 31: SE/4 SWM 

(6) Currently, there are approximately twenty-seven producing wells within the 
project area. Of the twenty-seven wells, seventeen are operated by Texaco, eight are 
operated by Marathon, and two are operated by Shell. 

(7) The proposed pressure maintenance project encompasses approximately 35 
percent of the area within the Vacuum-Drinkard Pool. In addition, there are nine 
producing wells outside the boundaries of the proposed project area but within the 
boundaries of the Vacuum-Drinkard Pool. 

(8) According to applicants' evidence and testimony, the proposed pressure 
maintenance project will be operated as a cooperative venture only with respect to 
drilling and operating the injection wells. Production and revenue will be maintained on 
a lease/operator basis. 

(9) The plan of operation for the cooperative pressure maintenance project 
includes proposals that: 

a) Texaco will operate those seven of the eight proposed injection 
wells which are located on its leases. Marathon will operate the 
one proposed injection well which is located on its lease; 

b) each operator will operate all producing wells on their respective 

c) the project be assigned an oil allowable of 5,049 barrels of oil per 
day (27 developed 40-acre tracts X 187 BOPD allowable). Each 
operator will be assigned an oil allowable equal to 187 BOPD 
times the number of 40-acre tracts it operates within the project 
area. In addition, each operator will be allowed to produce its 
allowable from any of its wells in any proportion. 

leases; 

(10) According to applicants' evidence and testimony, they propose this size and 
type of cooperative pressure maintenance project for the following reasons: 
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a) initiation of voluntary or compulsory unitization proceedings may 
delay the onset of pressure maintenance operations for some period 
of time. According to applicants' engineering evidence, each six 
month delay in initiating pressure maintenance operations will 
result in a loss of 5 percent of incremental reserves, or 
approximately 75,000 barrels of oil; 

b) ARCO Permian, Mobil Producing Texas & New Mexico, Inc., 
and Phillips Petroleum Company, being the operators of the 
remaining wells in the Vacuum-Drinkard. Pool located outside the 
project area, were excluded from participation due to applicants' 
desire to expedite pressure maintenance operations. Applicants 
testified that these operators' wells will receive some benefit from 
pressure maintenance operations even though they are excluded 
from participation. In addition, none of these operators appeared 
at the hearing in opposition to the application. 

(11) Marathon presented engineering evidence and testimony which indicates 
that: 

a) the Vacuum-Drinkard Pool is a solution gas drive reservoir. Bubble point 
pressure within the reservoir, as measured in 1992, was approximately 
2,350 psi. Current reservoir pressure is approximately 1950 psi. 

b) cumulative recovery from the Vacuum-Drinkard Pool is 1.2 
million barrels of oil; 

c) current production from the twenty-seven producing wells within 
the proposed project area is 2,500 barrels of oil per day. 
Approximately seven of the twenty-five producing wells are 
capable of producing at or near top allowable for the Vacuum-
Drinkard Pool. 

(12) Marathon has conducted a reservoir simulation study to determine the effect 
of initiating pressure maintenance operations within the proposed project area. The 
results of this simulation, presented as evidence in this case, indicate that initiation of the 
proposed pressure maintenance project at the current time should result in the recovery 
of an additional 2.5 million barrels of oil from the project area which would otherwise 
not be recovered by primary depletion, thereby preventing waste. 

(13) The total project cost is estimated by the applicants to be approximately $2.8 
million dollars. 
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(14) No offset operator and/or interest owner appeared at the hearing in 
opposition to the application. 

(15) The applicants have consulted with the Commissioner of Public Lands for 
the State of New Mexico, and, according to testimony, the Commissioner has no 
objection to the proposed pressure maintenance project. 

(16) The evidence presented indicates that approval of the proposed pressure 
maintenance project should result in the recovery of an additional 2.5 million barrels of 
oil from the project area which would otherwise not be recovered, thereby preventing 
waste, and will not violate correlative rights. 

(17) The applicants submitted data on the proposed injection wells, water wells 
in the area, and all other wells (including plugged wells) which penetrate the zone of 
interest within 1/2-mile of each of the proposed injection wells. This data shows that 
wells in the area are cased and plugged so as to protect fresh water and prevent fluid 
migration from the injection zone, and includes testimony indicating no evidence of open 
faults or any other hydrologic connection between the injection zone and the fresh water 
resources in the area. 

(18) The operators should take all steps to ensure that the injected water enters 
only the proposed injection interval and is not permitted to escape into other formations 
or onto the surface from injection, production or plugged and abandoned wells. 

(19) Injection into each of the wells shown on Exhibit "A" should be 
accomplished through 2 3/8-inch cement-lined tubing installed in a packer set at 
approximately 100 feet above the uppermost injection perforations; the casing-tubing 
annulus in each well should be filled with an inert fluid; and a pressure gauge or 
approved leak-detection device should be attached to the annulus in order to determine 
leaks in the casing, tubing or packer. 

(20) The injection wells or pressurization system for each well should be so 
equipped as to limit injection pressure at the wellhead to no more then 1500 psi. The 
Division Director should have the authority to approve an injection pressure in excess of 
the above upon a demonstration by the operators that such higher pressure will not result 
in the fracturing of the injection formation or confining strata. 

(21) Prior to commencing injection operations, the casing in each of the wells 
shown on Exhibit "A" should be pressure tested throughout the interval, from the surface 
down to the proposed packer-setting depth, to assure integrity of such casing. 
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(22) The operator should give advance notice to the supervisor of the Hobbs 
District Office of the Division of the date and time of the installation of injection 
equipment and of the mechanical integrity pressure-tests in order that the same may be 
witnessed. 

(23) The project should be designated the Vacuum-Drinkard Cooperative Pressure 
Maintenance Project. In addition, the project should be governed by the provisions of 
Rules 701 through 708 of the Division Rules and Regulations. 

(24) For the purpose of assigning allowable and reporting production, the 
Vacuum Drinkard Cooperative Pressure Maintenance Project should comprise four 
separate "Areas" as follows: 

VDCPMP AREA 1 (TEXACO OPERATED) 
TOWNSHIP 17 SOUTH. RANGE 34 EAST. NMPM 
Section 36: SEM SWM, S/2 SE/4 

TOWNSHIP 18 SOUTH. RANGE 34 EAST. NMPM 
Section 1: Lots 1, 2, 3, SE/4 NWM, S/2 NEM, N/2 

SE/4, and SE/4 SE/4 

VDCPMP AREA 2 (TEXACO OPERATED) 
TOWNSHIP 18 SOUTH. RANGE 35 EAST. NMPM 
Section 6: Lots 1 and 2, SWM NE/4, W/2 SEM 

VDCPMP AREA 3 (MARATHON OPERATED) 
TOWNSHIP 18 SOUTH. RANGE 35 EAST. NMPM 
Section 6: Lots 3 through 7, SE/4 NWM, E/2 SW/4 

VDCPMP AREA 4 (SHELL OPERATED) 
TOWNSHIP 17 SOUTH. RANGE 35 EAST. NMPM 
Section 31: Lot 4, SE/4 SWM 

(25) The VDCPMP Areas should be assigned allowables as follows: 

Area 1: 2,244 BOPD 
Area 3: 1,496 BOPD 

Area 2: 935 BOPD 
Area 4: 374 BOPD 
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(26) The applicants further request that the subject pressure maintenance project 
be approved by the Division as a qualified "Enhanced Oil Recovery Project" pursuant 
to the "Enhanced Oil Recovery Act" (Laws 1992, Chapter 38, Sections 1 through 5). 

(27) The evidence presented indicates that the subject pressure maintenance 
project meets all the criteria for approval. 

(28) The approved "project area" should initially comprise the entire project area 
as described in Finding No. (2) above. 

(29) To be eligible for the EOR credit, prior to commencing injection operations, 
the operators must request from the Division a Certificate of Qualification, which 
certificate will specify the proposed project area as described above. 

(30) At such time as a positive production response occurs and within five years 
from the date of the Certificate of Qualification, the applicants must apply to the Division 
for certification of positive production response, which application shall identify the area 
actually benefitting from enhanced recovery operations, and identifying the specific wells 
which the operator believes are eligible for the credit. The Division may review the 
application aô ministratively or set it for hearing. Based upon evidence presented, the 
Division will certify to The Department of Taxation and Revenue those lands and wells 
which are eligible for the credit. 

(31) The injection authority granted herein for the proposed injection wells 
should terminate one year after the effective date of this order if the operators have not 
commenced injection operations into the subject wells, provided however, the Division, 
upon written request by the operator, may grant an extension thereof for good cause 
shown. 

(32) Prior to commencing the drilling or recompletion of any injection wells 
within the Vacuum Drinkard Cooperative Pressure Maintenance Project, the operator 
should be required to submit an Injection Lease-Line Agreement executed by those 
parties whose acreage is located adjacent to the proposed injection well(s). 

IT IS THEREFORE ORDERED THAT; 

(1) The applicants, Texaco Exploration & Production, Inc. (Texaco), Marathon 
Oil Company (Marathon) and Shell Western E & P Inc., (Shell), are hereby authorized 
to institute a cooperative pressure maintenance project in the Vacuum-Drinkard Pool 
underlying the following described "Areas" in Lea County, New Mexico, by the injection 
of water into the Drinkard formation through two existing wells and six wells to be 
drilled at unorthodox locations, all as shown on Exhibit "A" attached hereto: 
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VDCPMP AREA 1 (TEXACO OPERATED) 
TOWNSHIP 17 SOUTH. RANGE 34 EAST. NMPM 
Section 36: SE/4 SWM, S/2 SE/4 

TOWNSHIP 18 SOUTH. RANGE 34 EAST. NMPM 
Section 1: Lots 1, 2, 3, SE/4 NW/4, S/2 NEM, N/2 

SE/4, and SE/4 SE/4 

VDCPMP AREA 2 (TEXACO OPERATED) 
TOWNSHIP 18 SOUTH. RANGE 35 EAST. NMPM 
Section 6: Lots 1 and 2, SWM NE/4, W/2 SE/4 

VDCPMP AREA 3 (MARATHON OPERATED) 
TOWNSHIP 18 SOUTH. RANGE 35 EAST. NMPM 
Section 6: Lots 3 through 7, SE/4 NWM, E/2 SWM 

VDCPMP AREA 4 (SHELL OPERATED) 
TOWNSHIP 17 SOUTH. RANGE 35 EAST. NMPM 
Section 31: Lot 4, SE/4 SWM 

(2) Texaco is hereby authorized to operate those seven of the eight proposed 
injection wells located on its leases. Marathon is hereby authorized to operate the 
remaining injection well located on its lease. 

(3) Each of the "Areas" within the Vacuum Drinkard Cooperative Pressure 
Maintenance Project shall be operated separately and production reported separately by 
the operators described above. 

(4) The Vacuum Drinkard Cooperative Pressure Maintenance Project is hereby 
assigned an oil allowable of 5,049 barrels of oil per day, said allowable to be distributed 
and assigned as follows: 

Areal: 2,244 BOPD Area 2: 935 BOPD 
Area 3: 1,496 BOPD Area 4: 374 BOPD 

(5) The allowable assigned to each respective "area" may be produced by any 
of the wells within the "area" in any proportion. 
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(6) The operators shall take all steps necessary to ensure that the injected water 
enters only the proposed injection interval and is not permitted to escape to other 
formations or onto the surface from injection, production, or plugged and abandoned 
wells. 

(7) Injection shall be accomplished through 2 3/8 inch cement-lined tubing 
installed in a packer set approximately within 100 feet of the uppermost injection 
perforation; the casing-tubing annulus in each well shall be filled with an inert fluid and 
equipped with an approved pressure gauge or attention-attracting leak detection device. 

(8) The injection wells or pressurization system shall be equipped with a pressure 
control device or acceptable substitute which will limit the surface injection pressure to 
no more than 1500 psi. 

(9) The Division Director shall have the authority to administratively authorize 
a pressure limitation in excess of the above upon a showing by the operators that such 
higher pressure will not result in the fracturing of the injection formation or confining 
strata. 

(10) Prior to commencing injection operations, the casing in each injection well 
shall be pressure-tested throughout the interval from the surface down to the proposed 
packer setting depth, to assure the integrity of such casing. 

(11) The operators shall give advance notification to the supervisor of the Hobbs 
District Office of the Division of the date and time of the installation of injection 
equipment and of the mechanical integrity pressure tests in order that the same may be 
witnessed. 

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

(13) The subject pressure maintenance project is hereby designated the Vacuum 
Drinkard Cooperative Pressure Maintenance Project, and the operators shall conduct 
injection operations in accordance with Division Rule Nos. 701 through 708 and shall 
submit monthly progress reports in accordance with Division Rule Nos. 706 and 1115. 

(14) The subject pressure maintenance project is hereby approved as an 
"Enhanced Oil Recovery Project" pursuant to the "Enhanced Oil Recovery Act" (Laws 
1992, Chapter 38, Sections 1 through 5). 
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(15) The approved "project area" shall initially comprise the entire proposed 
project area as described in Finding No. (2) above. 

(16) To be eligible for the EOR credit, prior to commencing injection operations, 
the operators must request from the Division a Certificate of Qualification, which 
certificate will specify the proposed project area as described above. 

(17) At such time as a positive production response occurs and within five years 
from the date of the Certificate of Qualification, the operators must apply to the Division 
for certification of positive production response, which application shall identify the area 
actually benefitting from enhanced recovery operations, and identifying the specific wells 
which the operators believes are eligible for the credit. The Division may review the 
application administratively or set it for hearing. Based upon evidence presented, the 
Division will certify to The Department of Taxation and Revenue those lands and wells 
which are eligible for the credit. 

(18) The injection authority granted herein for the proposed injection wells shall 
terminate one year after the effective date of this order if the operators have not 
commenced injection operations into the subject wells, provided however, the Division, 
upon written request by the operator, may grant an extension thereof for good cause 
shown. 

(19) Prior to commencing the drilling or recompletion of any injection wells 
within the Vacuum Drinkard Cooperative Pressure Maintenance Project, the operators 
shall submit an Injection Lease-Line Agreement executed by those parties whose acreage 
is located adjacent to the proposed injection well(s). 

(20) Jurisdiction of this cause is retained for the entry of such further orders as 
the Division may deem necessary. 

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated. 

SATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

S E A L 



EXHIBIT "A" 
DIVISION ORDER NO. R-10307 

CASE NO. 11152 
VACUUM DRINKARD COOPERATIVE PM PROJECT 

APPROVED INJECTION WELLS 

Well Name Well No. Location Unit S-T-R Injection Perforations Packer Depth Tubing Size Injection Pressure 

New Mexico "R" State 
NCT-3 

28 1310' FSL & 110' FEL P 1-18S-34E 7500' - 8000' 7400' 2 3/8" 1500 PSIG 

New Mexico "R" Slate 
NCT-1 

17 2530' FNL & 2530' FEL G 6-18S-35E 7500' - 8000' 7400' 2 3/8" 1500 PSIG 

New Mexico "R" State 
NCT-1 

16 1410' FNL & 2630' FEL G 6-18S-35E 7500' - 8000' 7400' 2 3/8" 1500 PSIG 

New Mexico "L" State 17 2560' FNL & 10' FEL H 1-18S-34E 7500' - 8000' 7400' 2 3/8" 1500 PSIG 

New Mexico "L" State 16 1310' FNL & 10 FEL A 1-18S-34E 7500 - 8000' 7400' 2 3/8" 1500 PSIG 

Warn State AC/2 25 113' FNL & 1429' FWL C 6-18S-35E 7500' - 8000' 7400' 2 3/8" 1500 PSIG 

New Mexico "R" Stale 
NCT-3 

26 1980' FSL & 1755' FEL J 1-18S-34E 7585' - 7829' 7495' 2 3/8" 1500 PSIG 

New Mexico "0" State 
NCT-1 

36 330' FSL & 2210' FWL N 36-17S-34E 7498' - 7762' 7400' 2 3/8" 1500 PSIG 


