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
CONSIDERING:

CASE NO. 11665
ORDER NO. R-10736

APPLICATION OF EXXON CORPORATION FOR A COOPERATIVE
LEASEHOLD WATERFLOOD PROJECT AND QUALIFICATION FOR THE
RECOVERED OIL TAX CREDIT PURSUANT TO THE "NEW MEXICO OIL
RECOVERY ACT", LEA COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on December 5, 1996 at Santa Fe,
New Mexico. before Examiner Michaei E. Stogner.

NOW . on this 15th  day of January. 1997 the Division Director. having
considered the testmony. the record and the recommendat:ons of the Examuner. and being
rully advised m 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) At this time Exxon Corporation ("Exxon”) seeks authority to institute a
cooperative leasehold waterflood project within a 640-acre area comprising all of Section
10, Township 21 South, Range 36 East. NMPM, Lea County. New Mexico by the re-
injection of produced water inte the O1l Center-Blinebry Pool through selected perforated
intervals from approximately 5,800 feet to 6,000 feet in the following two proposed wells:

(aj the A. J. Adkins Well No. 11 1o be drilled in the
SE/4 NW/4 (Unit F) of said Section 10; and.
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{b: the ] D Knox Well No 13 o7 Noo id whichever is
apphicable, said wection weli 10 be drilled it the
NWi4 SE/4 «Unit 1) of said Secnon 1O
(3) The applicant proposed that the project area consist of the following
described fee leases all in said Secuon 10

Lease Name Acreace Area

Exxon's J. D. Knox 320 E2

Exxon's A. J. Adkins 300 S22 NEA4 NW/4, W/2
NW/4, SE'4 NW/4,
and SW:4

the A. J. Adkins lease. operated

by Texaco Exploration and

Production. Inc. ("Texaco"} 20 N2 NE 4 NW/4.

Although there are two separate feases that cover the W2 of said Section 10.
rovalty ownership is commen thereunder.

i3 Exxon testified at the time of the hearimg that although Texace will share
in the benetits of the watertlood project. the applicant wili bear the tuli cost of the project.

(5% From testimony presented by the applicant «nd from Division records
cumulative primary oil recovery from the Oil Center-Blinebry Pool encompassing the
proposed project area is approximatejy i.8 million barrels.

(6) The Oil Center-Blinebry oil production from the proposed project area can
be considered to be in an advanced state of depletion and should therefore be properly
classified as "stripper production”.

(7) Exxon testified that approximately 500,000 barrels of additional incremental
oil production is expected to be recovered from the proposed project area by spending an
estimated $1,000,000.00 to drill and complete the two initial injection wells and to
recomplete existing wellbores in order to complete an efticient tlood pattern with six
producing wells within said Secticn 10.

(8 The proposed waterticod project should resuit in the recovery of otherwise
unrecoverable o1l thereby preventing waste. exhibits sound engineering practices, is in the

best mterest of conservation. and will not impair correlative rights.

(S The applicant submitted data on the proposed conversion of the two subject
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injection wells, water wells in the area. and all other we'ls rincluding plugeed wells) which
penetrate the zone ot interest within the 1/2-mile “reu-of-review” of the two subject
injection wells. This data shows that wells in the arca are cased and plugged so as to
protect fresh water and prevent fluid migration from the mjection zone. and includes
testimony indicating no evidence of open faults or uny other hydrologic connection
between the injection zone and the fresh water resources i the area.

{10y The operator should rake all steps to ensurs that the mjected water enters
only the proposed mjection interval and 1s not permitied to escape into other formations
or onte the surface trom injection, producnion or plucced and abandoned wells.

(1l Imecnion mie cach ot the two avells showe e accomplishied through 2 38
inch mternally plastic or cement ined tubmg snsialled o packer set no gher than 100
teet above the top of the upper most perforation. the Lusing-ubimng annulus in each well

[y

should be filled with an mert fluid. and & pressure gauve o approved leak-detection device
should be attached ¢ the annulus i order 1o det

eriane feaks in rhe casing, tubimg or

v, zage
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{12 Themjection wells or pressurization sysicn for each well should be wmitially
equipped with a pressure control device or acceptable substitute which will limit the

surface injection pressure at the wellthead to no more thur 9.2 psi per toot of depth to the
top most perforation.

(13)  Prior to commencing injection operations . the casing in cach of the subject
wells should be pressure tested throughout the interval. from the surtace down to rhe
proposed packer-setting depth. to assure integrity of such casing.

14y The operator should give advance notice ro the supervisor of the Hobbs
District Office of the Division of the date and tinie of the installation of injection
equipment and of the mechanica’ iniegriy pressure-iost n order that the same may be
witnessed.

{157 The subiect appiication should
ooverned by the provisions of Ruies 701
Reguiauons

and the project should be
TR of the Division Rules and

{16y The applican: further requests that :ac subject watertlood project be
approved by the Division as a qualified "Enhanced O1f Recovery Project” pursuant to the
"Enhanced Oil Recovery Act” (Laws 1992, Chapter 23, Sections 1 through 5).

(17)  The evidence presented indicates that the subject waterflood project meets
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all the criteria for approval.

18y The approved "project area’ should be desionated the "RKnox-Adking
Cooperative Leasefiold Waterflood Projeci” and 1s to compnise the 630 acres as described
above 1 Finding Paragraph Nos 25 and (3)

19y Te be chgible for the EOR credit. prior o commencing  mjection
operations, the operator must reguest from the Diwvision a Ceraficate ot Quahitication.
which certificate will specity the proposed project ares as described above.

{20) At such time as a positive production response occurs and within five years
trom the date of the Certificate of Qualification. the applicant must apply to the Division
for certification of positive production response, which application shall identify the area
actually benefitting from enhanced recovery operations. and identitying the specitic wells
which the operator believes are eligible for the credit. The Division mayv review the
application administratively or set it for hearing. Bascd upon evidence presented. the
Division will certity to The Deparument ot Taxation and Revenue those lands and wells
which are eligible for the credit.

{21y The 1njection authority granted herein tor the proposed injection wells
should terminate one vear after the effective date of this order if the operator has not
commenced injection operations into the subject wells, provided however. the Division,
upon written request by the operator. may grant an ¢<iension thereot for good cause
shown

[T IS THEREFORE ORDERED THAT:

(1 The applicant, Exxon Corporation ("Exxon”;, 1s hereby authorized to
mstitute a ceoperative leasehold watertlood project within a 640-acre area comprising all
ot Section 10. Township 21 Scouth. Range 36 East. NMPM. Lea County. New Mexico,
by the re-injection of produced water into the Oil Center-Blinebry Pool through selected
perforated intervals from approximately 5,800 feet to 6.000 feet in the tollowing two
proposed wells:

(a) the A. J. Adkins Well No. 11 to be drilled in the
SE/4 NW/4 (Unit F) of said Section 10; and.

(b) the J. D. Knox Well No. 12 or No. 14, whichever is
applicable. said injection well to be drilled in the
NW/4 SE/4 (Unit ) of said Section 10.

The subject watertlood project s hereby designated the "Knox-Adking
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Cooperative Leasehold Waterflood Project" .

(3) Exxon, as operator, shall take all steps necessary to ensure that the injected
water only enters and remains confined to 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.

4) Injection shall be accomplished through 2-3/8 inch internally plastic or
cement lined tubing 1nstalled in a packer set 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.

(5) The Division Director shall have the authority to administratively authorize
an increase in the injection pressure limitation placed upon any well upon a proper
showing by the operator that such higher pressure will not result in the migration of the
injected water from its respective interval or fracture the confining strata.

(6) Each injection well or respective pressurization system shall be equipped
with a pressure-limiting switch or other acceptable device which will limit the wellhead
pressure on the injection well to no more than 1160 psi.

7 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.

(8) The applicant shall immediately notify the supervisor of the Hobbs District
Office of the Division of the failure of the tubing, casing or packer in either one 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 tc correct such failure or leakage.

(9) Should it become necessary, the supervisor of the Hobbs District Office of
the Division or the Director may at any time order a decrease of the injection pressure on
any of the subject injection wells.

(10)  The operator of the Knox-Adkins Cooperative Leasehold Waterflood Project
shall conduct injection operations in accordance with all applicable Division rules,
regulations, and policies, including Division General Rules 701 through 708 and shall
submit monthly progress reports in accordance with Division General Rules 706 and 1115.
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IT IS FURTHER ORDERED THAT:

(11)  The subject watertlood 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).

(12)  The approved "preject area” shall be limited 1 that 640-acre area described
in Decretory Paragraph No. (1) above.

{133  To be eligible for the EOR credit. prior fo commencing injecnon
operations. the operator must request from the Division o Certificate of Qualification.
which certificate wall specify the proposed project area as described above.

(14)  Artsuch ume as a positive production respoise ueenrs and within five vears
from the date of the Certificate of Qualificauon, the appheant must apply to the Division
tor certification ot positive production response. which applicaton shall dentify the area
actually benefitting from enhanced recovery operations. and idenutying the specific wells
which the operator believes are eligible for the credit. [he 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.

15)  The injection authority granted herein for the proposed injection wells shall
terminate one vear after the effective dare of this order if the operator has not commenced
injection operations into the subject wells. provided however. the Division. upon written
request by the operator. may grant an extension thereot tor 200d cause shown.

(16)  Jurisdicton of this cause is retained for the eatry of such further orders as
the Division may deem necessary .

DONE at Santa Fe. New Mexice. on the dav and vear heremabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

A

L AR e )
WILLIAMJ ./ LeMAY
Director  /

SEAL g




