_ :Dé(;eméer_m; 2011

Midstream

Mr. tlidio Gonzéies :

_ District Supervisor .
-New Mexico Oil Conservation Division .

Hobbs Office ~ District 1
1825 North French Drsve

.Hobbs New. Mexmo

88240

Re: ©  DCP Mid;tream. LP, Linam Ranéhl\cid Gas {njection Well Notification (OCC Order No, R-12546}

Dear Mr.-. Gon'zaies ‘

‘Based on recent mformatlon and-data assodiated thh DCP Midstream, P's {DCP's). Acsd ‘GasInjection
: Weil (AGI We!t) Ftthe Linam Ranch facmty, Dl is providing this notification and repart to the New
_ Mexuco Oit: Conservanon Division {OCD} per Paragraph M of. Order No. R-12546 (as madified July 28,
) 2011 by Order No. R-12546-1) to advise the OCO of a suspected communication between the well tubing

and annular space {inside the 7" production casing) in the AGI Well. The data indicate that there is a

small tubing or packer seal leck that has created the communication. All the data we- have reviewed
‘indicates that the production: casmg has integrity and there has been no release of acid gas.outside of
- the annular space.or into.any. other formation than the injection zone.. In-fact, due to: the desxgn ofthe -
© well, any aéid gas that: may have entered the annular space has effectively been. trapped.by the diasel
. 'based packer’ ﬂUtd and is. bemg held i in suspension without becomirig.acidic. DCP beheves the AG! Weil is.

contmumg to operate safely, and we contihue 1o monitor the well and prudentiy manage operations of
the well. We mtend to conduct mamtenance and repair’ work to address this cbserved communication
during a facd:ty turn- around in May 2012 : g

) Recent Acthty Re Conductmg Mechanical Sntegnty Test -

. Asthe Hobbs Desmct Ofﬁce is. aware DCP has been. undertakmg preparatory wmk te: canduct an .
' . appropriate: Mechamcal integrity Fest {MITY of the Linam Ranch-AGEWell. The Mi T mquxrement for the.

Linam Ranch AGi Well was recently changed from once every five years to once every two years by

action of the OCC.in July 2011, when it issued Order No. 12546+ to DCP. As part of that preparatory

work for an MIT, DCP removed a limited volume: of the existing diesel.in the annular space of the well, to-
lower the annutar space pressure to prepare for the'MIT. During that process, OCP observed a smaller
than expected pressure drop, which pmmpted the company to: zmmed‘ately scrutmuze in greater detail”
its well re!ated sperauonal data. S :

Detectson/Status of Potentnal Leak of’ Tubmg or Seal at the WeH Packer ‘ - . \

From the weli-related‘opcra:iona) da’ta‘and the limited pressure drop when bleeding a small amount of
diesel from the annular space, we have determined that a communication exists between the well



DCP Midstream
10 Dasta Dr. Suite 400 W
Midland, TX 79705

O: (432) 620-4050

MidSif eam : | F: (432) 620-4162

Electronic Mall and Requler Mail ) . )

Apri 28,2012 -

Mr. Elidio Gonzaies ”
. District Superv:sor '
New Mexico Oil Conservation Dmswn
Hobbs Office - District 1
- 1625 North French Drive
- Hobbs, New Mexico 88240

"Re:

12545, Agreeg Comghange Qrder No.2751
Dear Mr Gcnzaaes

' -DCP destream LP {DCP) is. the owner and operator of the Linam Ranch Acid Gas Injectmn Well
{AGL We!l) and is in the process.of repairing the AGI Well consustent with the New Mexico Qil -
o Conservatlon Division. (OCD) Agreed Comphance Qrder No. 275 (January 23,2012). DCP initiated
S repair work oithe AGI Well on Friday morning, ‘April 27,2012, This notification letter follows
o DCP’s not:f:catmn te!ephone cail to the OCD Hobbs office, Iast mght April 28 2012

: Notxf‘ catxon
e In the process of ercuiatmg dsesei ﬂund cut'of.the AGI Well yesterday evenmg, Aprl! 28,2012,

_ CP encountered a pocket of acid' gas rising.to the surface after removal of approxnmately 80%
- ofthe diesel from the well annulus resu&tmg in a release of H2S gas from the AGI Well to the

o ,separamr and flare. Normaﬂy the flare would have allowed the H2S to be incinerated

5 "prevenhng a retease of H2S. However, the temporary ﬂare connec:ted to.the separator as part

o .ofthe eqmpment for conductmg the AGH Well repatr has no-fuel-assist; and was extinguished by
" afinite volume of CO2 and H2S. Bas ! that came out-of the well annulus. This pocket of acid gas,

o snciudmg coz, overwhe!med the temporary flare, extinguishing the flare and allowing for the

" release: ofa ‘finite ariount of acid gas through the flare device to the ambient air. No persons
’were m;ured NG eqmpment was damaged, one ambient H25 monitor at the facxhty fence line
and.three H2S Monitors at the well site were triggered from this limited release, the H2S
Ccntmgeg\cy Plan for the AGI'Well has been implemented, the release was quickly stopped, and
the well répair process was shut down for the night and the AGI Well secured.

This lettér follows our telephone call notice to your office fast night, and is to notify you of this
.H2S release associated with the AG! Well repair process, consistent with Para, M of OCD Order
No. R-12546 (3s modified July 28, 2011, by Order No. R-12546-1). DCP cannot ascertain the
volume of H2S that'was released from the AG! Well, butitwasa limited volume of CO2, H2S and
acid gas that had been in the annular space. One H25 monitor 3t the facility fence line was
triggered.



Current Status of AGI Well Activitles

Immediately following the release associated with this pocket of acid gas passing through the

temporary flare, AGI Well repair work was shut.down and the AGI Welthead was closed. The -

release ceased immediately. Notifications were made pursuant to the Linam Ranch AGI Well
H2§’ Contmgency Plan. The AG! Well.site was secured, and well repair work was ceased for the

night. Total Safety Personnel remained.on site, momtormg the AGI Well, monitors and ancillary '_ S

, equapment The facility: amb!ent H2S monitors are functlomng and in operanon DCPis
. rev:ewmg approprlate correctwe actions this marning, which may include piping the AG! Well
: repaxr eqmpmem to DCP’ fuef—assnsted permanent flare at the AG! Weii srte :

o DCP Mzdstream Near.Term Actwmes -

DCP takes the safe operat;on of the Lmam Ranch AGH Weﬂ very seruousty ln conductxng the AGi
well repa:r work DCP ensured the various H2S monitors were. operabﬁe instituted repair work

. safety measures, estabhshed a tempc(ary flare-to-assist with any necessary ‘destruction of acid
gas if such were to emerge from the AGl Well;, employed hzgh y qualified personnel to undertake’
the AGI Well repair project, and confirmed re!evant personnel understood the elements of the.
H2S Contlngency Plan for the AGI WeN :

DCP has zmplemented the H2S Contmgency P!an ceased thé repair pro;ect for the; mght and -
closed the AG! Wellhead. DCP will assess the effectiveness of the temporary safety flare at the
_AGI'Well site, and whether use of the existing fuel- assisted permanent flare at the facility is -

_ feas:ble and would bé effectwe After this assessment oep wm determine and institute the
"appropnate measures to-ensure safe extraction of the remammg 20% of the d:esel sa.the next
'steps of the AGI Well repatr can proceed o

'We are avadab!e to-meet and d:scuss thcs no t#fscatron and event w:th you, and to discuss the .
appropnate measures whnch we are employmg to ensure safe extractmn of the annular ﬂu:d 50
that the well repalr activities.can continue. Piease do-nothesitate to call me should you want to
deswss thisi |ssue, or wou!d hke {c. schedule 2 conference can of a meeting tc dxscuss the
contmumg AG( Well operanons :

Sincgsel'y,

.%L Cork.
" lohn Cook
Enveronmental Manager

N o Director Jami Bailey, New Mexico OCD
. Richard Ezeanyim, New Mexico OCD {Chief of Engineering)
Will Jones, New Mexico OCD
Gabrielle Gerholt, New Mexito OCD, Office of the-General Counsel-
Steve Boatenhamer '
Mike Betz :
Alberto Gutierrez, Geolex

www.dopmidsiream com



Gerholt, Gabrielle, EMNRD

From:
Sent:
To:~

Ce:
Subject:

Bailey, Jaml, EMNRD

Friday, January 06, 2012 8:05 AM

Bemis, John, EMNRD Woods, Brett.F, EMNRD
Gerholt, Gabneﬂe EMNRD

DCP acid gas well leak

in case you get “the phone call,” DCP reported a leak in the tubing and/or packer in their Linam Ranch acid gas injection
well just before Christmas, ‘(esterday we had a conference call with them and the OCD Hobbs district staff to discuss the
issues and we will talk with them again this afteérnoon at.3:00. E.L. Gonzales and our engineers are extremely concemed
because this well.cannot pass an mechanical integrity test and although pubhc safety is not a current concern, the -
sxtuatnon could detenerate quackty and thh little wammg

v The issues:

1.

DCP ‘may have, and shoutd have known about the tubmg/packer leak in iate wmter 2010, yet they d:d
not report the problem until 12/19/11 Their commission order permitting the injection well calls for
immediate notification to the Hobbs district office of any failure of the tubing, casing or packer in the
well, and “shall take such measures as may be timely and necessary to correct such failure or leakage
DCP bled, off diesel from the annulus and now thereisa rising acid gas bubble approxsmately 300" !ong
in the annu!us DCP s plan is to push diesel into the annulus to push the acid ‘gas back into'the injéction.
formation. The engineers are leery about the safety of thts part of the plan and its potentxal to make.the
leak worse or-create a blowback.

Whne there is unprotected pipe, embr:ttiement of the casmg w;!l cccur leading to an enhanced rate, of.
corrosion: Valves controliing shut-down. of the well become vulnerable. N

Injuly 2011, DCP agreed and the OCCissued an order requmng MIT every 2 years. December 2011
marked the 2 year anmversary of first lﬂj&Cthn

) DCP's plan is: to wait an addmonal 5 months befnre shuttmg the we!f down for repa:rs They cite the foltowmg -

reasons:
o

'ooco

Need to purchase replacement tubmg,
..The next facmty turns around is.not scheduled until May 2012
'Temperature issues Create condensat;en in lmes

Producers will need to shut-in or curtaal productlon while the mject;on weﬂ is down;
Flanng H2S creates environmental issues, and the Environment Dept has banned flaring.

» The OCD’s position:

&}
o
o}

o]
O

The last 2 DCP reasons would occur in-May anyway, 50 citing them as problems now is a wash
The company does neéd areasonable time to obtain replacement tubing; :
The risk to the public, personnel and inspectors increases the !onger the delay in brmgmg down. the

=~ well;

The risk of casing corrosion and loss of acid gas outside of the injection zone increases; and
DCP disregard for the OCC order and injection permit.

We ended yesterday’s conversetion. with a request for DCP to submit today their pressure recordings for the well since
1* injection, and a reasonable timetable for correcting the problem. We will have another conference call with them at
3:00 this afternoon after review of the requested documents. '

Jami
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We ended yesterday’s conversation with a request for DCP to submit today their pressure recordings for the well since
1™ injection, and a reasonable timetable for correcting the problem. We will have another conference call with them at
3.00 this afternoon after review of the requested documents.

Jami
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Gerhoit, Gabrielle, EMNRD

From; . " Bemis, John, EMNRD -
Sent:. 7. . Friday, January 06, 2012 B:55 AM '
To: . - Bailey, Jami, EMNRD; Woods, Brett.F, EMNHD

Cc: o Gerholt, Gabrielle, EMNRD :

Subject o : RE DCP acid gas well leak
' Keep- us posted —'obviodsly_H2S must be deaAIt‘ withina »wa'y_ that assures no public séfety risk.

From Baney, Jams EMNRD
' Sent; Fnday, January 06 2012 8:05 AM . R
To: Bemis, John, EMNRD;. Wnods, Brett. F, EMNRD
Ce: Gerholt, Gabrxelte, EMNRD
Subject. DCP acrd gas wetl !eak

!n‘case you get the phone cail " DCP repnrted a leak in'the tubmg and/or packer in theif Lmam Ranch acidgas. ijCthﬂ - :
well'just before Christmas. Yesterday we had a conference call with them and the-OCD Hobbs dnstnct staff fo discuss the *

issues and we- wrﬂ talk with them again thxs afternoon at 3:00. E.L. Gonzales and our engmeers are extremely concerned .
7 because thrs well eannot. pass.an mechanrcal mtegrcty test and a!though pubhc safety is nota current concern the
_s:tuatron coutd deterxorate qurckiy and wnth little wammg B : ' '

~/ ‘The issues: : : :
1. .DCP may’ have and should have known about the. tubmg/packer !eak in late winter 2010, yet they dld
. not report the probtem until 12/19/11 Their: commsssxon order permlttmg the injection well calls for.
'rmmedrate notification to’ the Hobbs distrsct office of any failure of the tubmg, casing or packer in the
~well, and shall take such measures as may be timely and necessary to correct such failure or leakage.”.
2.7 DCP.bled off. diesel from the annulus and now there.is a rising acid gas. bubble approxnmately 300" long.
. inthe annu!us DCP’s plan is to push diesel into the annulus to push the acid gas back into the injection -

formatron The engineers are: leery about the safety ‘of this. part nf the plan and’ sts potentral to make the- L

E leak worse or create a blowback.
3. .While there is unprotected pipe, embrittlement of the casing wrll occur, leading to an enhanced rate of '
. .corrosion. Valves controiimg shut-down of the well become vu!nerable
4. 4n July: 2011 e agreed and the DCC issued an order reqmrmg N‘HT every 2 years December 2011
o marked the 2 year ahniversary of f:rst mjectron

‘;' DCP’ s p!an isto wa!t an addrtrona¥ 5 months before shuttmg the well down for repairs. They cute the followmg :
reasons oo » -
“o'-.r Need to purchase rep!acement tubmg,
_The next facility turn-around is not scheduled untrl May 2012;
_ Temperature issues create condensation in lines;
" Producers will need to shut-in or curtail production while the mjectxon well is down;
";F!anng H28. creates.envqronmental issues, and the Environment Dept has banned flaring.

00 0 oj

» The OCD’s posmon
‘o The last 2 DCP reasons would occur in May anyway, so citing them as problems now is a wash;
‘o, “The company does need a reasonable time to obtain replacement tubmg,
o . Therisk to the publsc personnel, and inspectors increases the icnger the delay in bringing dcwn the
©well;
o . The risk of casing corrosion and foss of acid gas outsxde of the injection zone increases; and
o- DCP d_lsregard for the OCC order and injection permit.
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- Midstream
December 13, 201'1 ‘ '

K .,'Mr Elidio- Goma es
“i- District Supervisor . .
‘ vNew Mexico:Cif Conservation Dvws;on '
Hobbs Office < District 1
1625 North' French Drive . .
'Hobbs, New Moxsco . o v - '
' 88240 ’ - '

‘Re:

"DCP‘Ms;}stream'LP Linam Ranch Acid Gas Injection Well Notific:
. Dear.mr. G'onzaléé,

Based an recent mformanon and.data assodated with DCP Midstream, LP's {DCP's} Acid Gas ln;ecnon
Well (AG! Well) at: the Linam Rarich facmty DCP is providing this notification and report to the- New

. . Mexico Oil Ccnsewatmn Division {OCD) per Paragraph M.of Order No. R-12546 {as modified July 28,

- 2011 by Order ‘No. R-12546-1) to.advise the OCD 6f a sqspected commumcat on.bétween the well tubmg

" - and annular space {inside the 7" prsductlcn casing}in the AGHWell. The dataindicate that there isa-

, smal! tubing or. packer seal leak that has created the communication, Allthe data we have reviewed

- md‘cates that the:production casing has integrity and there has been no release of acid gas outside of
the annu!a( space or into-any cother formation than the injection zone. in fact, dua to the design of the -
wel! any ac1d ‘gasthat may- have entered: the annular space has effectively. been trapped by the diesel
based packm fmd and.is bemg hald in.suspension wathau! becoming acidic.: DCP béfieves the AGI Well ns :
’ contmumg to cperate safely, and we continue to'monitor ‘the weii and prudently manage operatians Qf .
the well: We mtend to-conduct mamtenance and repair work to address this- observed commumcat!on )

E durmg a fac,hty turn -around in May 2012,

_ Recent Actmw Ret Conductmg Mechamca( lntegmy Test

- As the Hobbs Dsstnct Offxce is aware, DCP has. b»..en undartakmg preparaxery work to conduct an’ _
appropnate Mechamcat integrity Test (MITY of the Linam Ranch AGI Well. The MIT requiremient for the
tinam Ranch AGI Well was recently changed from once every five years 1o once every two years by
action of the OCC in July 2011, when it issued Order No. 12546-1to OCP, As part of that preparatory
work for an. MIT, DCP removed a fimited volume of the ex'isting diesel in the annularspace of the well, o
. lower the aninular space pressure to prepare for the MIT. During that process, DCP observed-a smaller

‘than expeuted pressure drop, which prompted the cempany to |mmedrateiy scrutm:ze m greater detad

‘its well- re!ated operational data. :

Detection/Stét’us of Potential Leak of Tubing or Seal at the well Packer

From the weli-related operational data and the limited pressure drop when bleeding 2 small amount of
diesel fram the annular space, we have determined that a communication exists between the weil



tubing and the anhufar space in the well {the annular space being inside the 7” production casing). From
-the data and well configuration, we believe this communication is due to 3 small tubing leak, orto a
 smatiseal leak inside the packer. From the data it appears to be-more consistent with 3 183k in bne or

" more of the five seals between the tubing and the packer. After a detailed review of the injection and
annular space p're'ssure data, we believe the leak may have started in the fate winter or spring of 2011,
Because the anomalies noted were so slight due to normal variations in iﬁjecﬁon and annular pressure,
the communication was only detected when the smal! volume of diesel was bled from the annular space
in preparanon fort‘\e MIT

. Because the gnnular space is hotdmg pressure and the pressures. at the packer level are generally
batanced, this confirms that there is no leak from the production casing, but rather the mas: !;kely
scenario is a shight leak in the packer/tubmg seals. Our monitoring has never detected any acid gas at
‘the well head,nor was any acid gas detected when the diesef was bled from the annular space, Forthis - -
reason,.and due to the specific gravities.of the acid gas and the diesel, we believe that any-small amount
of acid gas that'may have entered the annular space either from:the tubing or around the packer seal
assembly is trapped below the diesel on 10p of the packer. This is precisely why the'weilis designed
with lighter diesel inthe annular space, which prevents the possibility of corrosion or escape of the acid -

"ch up’ the armu§ar space Furthermore, we are not observmg any abnnrma! or systemanc ‘decrease in
annular space pressure, which provides assurance that there has beeh no ¥eak of acid gas of diesel from.
the production-casing above the-packer. in fact; the leak is probably so slight that it could not be .
detected from the simple review of the pressure differential data until the bleeding-off of the dxesel did
not result in the anticipated drop in pressure in the annular space-in preparation for the. MIT..

_Current Staﬁ'«’s ofWeH»Opéraﬁons

"‘ "Operatmg data from the AGE Weil facmty, whoch include data from the AG! Well nse(f is contmuously '
collected and observed in'the Linam Ranch Plant DCS database. Real-time facility operations data are
reflected on the DCS screens and are monitored by the plant operators whe man the control room 24

-hours per day: The site has cameras for visual monitoring, and plant operators make period rounds to

~ensure equipment is operatmg correctiy The Linam Ranch AGl Well operatesin a contmuous steady-
state mode

- pee destream Near»Term and Long-Term Actwmes K

DEP takes the safe aperation of the Linam Ranch AGI very senous!y, and has considered and 1dent»fsed
the steps the company is taking and w:ll take to ensure safe,.prudent operatron of the well pendmg
repair of the tubmg and packer in May 2012. Those activities include:

- Real-time data operational dsts are-collected continuously and are displayed on the DCS screens
- in the control.room. These data include the AGH Well injection rate, the m;ecuon pressure, the
injection temperature, and the tubmg annular pressure, Plant operators will reonitor for
changing conditions, and will notify the operation management of any notable AGI Well
~ operating condition'changes.” The plant operations team will meet with asset management
monthly to conduct a thorough review of AGI Well operational data and trends, to assess well
operational status.
- Replace to the maximum extent practicable and safe the diesel which was bled from the annular
space. This activity will restore a complete filling of the annular space with diesel and safeguard



‘the tubmg, msmg and packer, w:E! displace: the small amount of acid gas which has leaked into

the annuiar space into the reservair, and will e.smm"te the potential for any acid gas to travelup

-the annu!ar space through the diesel. DCP will ther not further d«sturb the diesel in the annufar

space. : ,
We believe that closely managing the operation of the AGI Well will minimize the potentialfor
any increase in the commumcatcon between the tubing and the diesel-filled annulus. i.e., (i)

. managmg the AGI \Ne!! operataon 50 a5 to lower to the extent possible the well injection

pressure, {ii) manage for consistent injetticn operations of the AGI, and (iii) ciosely momtor!ng

“and maintaining eqmpment and svstems assoc:ated with the AG We!‘ so asto mm:maze
S ‘mterruptrons of AGtoperations. ’

During: next racnhty tufn-around-in May 2012, DCP will shut tne wetl down, safety dram the dnese!

“‘and any small residial acid gas in the annulus pull the tubing and inspect the seals, ‘and repasr
" or replace all parts necessary to ensure that the communication between'the tubmg/packer seal

and the annular space is-eliminated. DCP will then conduct a compfete OCD-observed MiT'6n

“the tubmg, packer and seal assembly, and’ the 7 product:on casing pncr to pumng the well: back

on- !me

We are avaﬁabte to meet arxd dtscuss this not:f;cattam and report w&th you and dlscuss any data that we o
have-as well a5 the steps we have in placeto safely and prudently operate this facm:y Please.do not.’ '

hesitate to call me should you want to discuss thisissue, or would like to'schedule a meeting te d'scuss

‘the AGI Well operations.

. Sinc_erely,,

- Mzchael R Betz

) SENM Asset Dlrectcr

S

Rschard Ezeany;m New Mexico OCD (Chtef of Engmeer.ng)
“Steve. Boa\enhamar '

- Johh Cook

Atberto Gutxe'rteﬂz, Geolex



D. The operator shali report injection well or produunv well faxluru rcqu:mg casing repair or cementing 10 the division prior to
commencement of workover operations.

E. The division may restrict the injected volume and pressure for, or shut-in, injection wells or projects that have exhibited failure
to confine injected fluids to the authorized injection zone or zones, until the operator has identified and corrected the failure,
19.15.26.10 NMAC - Rp 19.15.9.703 NMAC, 12/1/08]

Below is a copy of the email sent to R%chard_.m.

From Chavez, Carl ], EMNRD
Sent: Wednesday, January 04, 2012 2:37 PM
To: Jones, William V., EMNRD .

Subject: FW Ltnam Ranch Acid Gas Injeﬁtson Well Notification (OCC Order No. 12546)

CarlJ: Chavez CTHMM - R : - : . _ L
New Mexico Energy, Minerals & Natural. Hesources Dept ' S e L
Oit Conservation Division, Envxronmenta Bureau
1220 South St. Francxs Dr., Santa Fe, New Mexico 87505
Oftice: (505) 476 3490 ’

Fax: {505) 476-3462
E-mail; Carld.Chavez@state.nm.us
Website: http://www.emnrd.state.nm. us/ocdi ' '

"Why not Prevent Pollution; Minimize Waste; Reduce the Costof Operanons & Move Forward with the Rest of the
Nation?".To seé how, go1o “Po!lutaon Prevention & Waste Minimization" at:
htto //www amnrd state.nm us/ccd/enwonmemal htm#env:ronmenta§)

From‘ A!b"e‘r’to"A Gutierre’z' RG [mailto a'ag@geolex c’om] )

Sent: Tuesday, December 20; 2011 10:07 AM '
To: "RICHARD EZEANYIM \(richard, ezeany!m@state nm. us\)"@ame7 swcp.com; Sanchez Daniel J., EMNRD, Chavez
Carl 3, EMNRD ,

Cc: Betz, Michael R; “Tourangeau, Pauf R’ :

Sub}ect. FW Lmam Ranch Acvd Gas In}ectlon Weit Notification (OCC Order No. 12546)

Dear Damel R!Lhdld and CarE

PCP provxded the attached notice to Ehdxo at the district yesterday afternoon and whcn we spoke to hlm this mornma he:
requested that we also provide the notxﬁcamon to you and discuss the approach presented in the letier to resolve the issue
we have detected with the Linam AGI well. I would like to set up a call or meeting with the appropriate individuals in”
your office today if possible. T will give a. cal] shortly to-see what time would be convenient. Thanks and Happy Holidays
. to all of you.

Regzifds o
Alberto

Alberto A: Gutiérrez, RG

Geolex. Incorporated®

500 Marquette Avenue, NW Suite 1350
Albuguerque, NM 87102 :
505-842-8000 Ext. 105

505-842-7380 Fax |

PRIVILEGED & CONFIDENTIAL
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This message and attachment(s) contain confidential information belonging to the sender which is intended for the sole
use of the individual(s) or entity named above. If you receive this message in error, you are hereby notified that any
disclosure, copying, distribution, resending, forwarding or taking of any action in reliance on the contents of this email
and/or any attachment(s) is strictly prohibited. If you have received this message in error, please notify the scnder via
return email and permanently de!ete this message and any attachment(s) from any computer(s)..

From: Betz Michael R :

Sent: Monday, December 19, 2011 1:32 PM

To: ElidioL.Gonzales@state.nm.us B ' ‘ ‘ '
Cc: Cook, John W; Tourangeau, Paul R; Garrett David F; Ledonne Davxd A; Root, Chris R; Jamerson, Kehy D; Fxgueroa
Jonas; Boatenhamer, StevenD .

Sub3ect Linam Ranch Acid Gas }njectmn Well Notification (OCC Order No. 12546)

Mr. Gonzales,

Hello, my name is chhae! Betz and have assumed the role of Asset Director over the SENM Asset for DCP
Midstream. Attachedis a letter that states.our current understanding and go forward plan for the Acid Gas injection:
well at our Linam Ranch gas plant. A hard copy is being sent to your office. | am available at any time to answer
addmona! questmns around this operation and icok forward to workmg thh you m the future
Thanks for your time. :

Michae! R Betz -
432-238-8875

No virus.found in this message.
Checked by AVG - www.avg.com B
Version: 2012.0. 1890/mes, Database ?108/4690 Relcase Date 1’7/19/ 8y
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tubing and the annular: space in- the well {the amutar space being inside the ?” production casmg) From
the data and well configuration, we believe this communication is due to 2 small tubing leak, or'to a

.~ small seal leak inside the packer. From the datait appears to be more consistent with a leak in one or
mare of the five seals between the tubing and'the packer. After a detailed review of the injection and
annular space pressure data, we believe the leak may have started in the late winter or spring of 2011.
Because the anomalies noted were so shght due to normal variations in injection and annular pressure,
‘the communication was. only detected when the small volume of diesel was bled-from the annular space
in prepar tion for the MIT. :

B Because the annular space is ho[dmg pressure, and the pressures at the packer tevel are generally
baianced this confirms.that there is no leak from the productnon casing, but rather the most likely
scenario is a shght leak in the packer/tubing seals. Qur monitoring has never detected any acid gas at
the well head, nor was any acid gas detectéd when the diesel was, Bled from the annular space. For this
reason, and due to the specific gravities of the acid gas and the diesel, we believe that any small amount

. of acid gas that’ may have entered the annu!ar space either from the tubing or around the packer seal
assembiy s trapped below the. daesel on'top of the packer. Thisis precisely why the well is designed
thh lighter dieselin the annular space which prevents the possibility of corrosion or escape of the acid
gas'up the annular space. Furthermore, we are not cbserving any abnormal or systematic decrease in

_anriular space pressure, which provides assurance ‘that there has. been no leak of acid gas or diesel from. )

- the production casing above the packer. In fact, the jeak is.probably so slight that it could not be

' detected from the simple review of the pressure differential data until the bleeding-off of the diesel did -

not resuh m the antmpated drop in-pressure in the annular space’in preparatson for the MIT.

Cdrre’nt Stat'us of Well Opeéaticms

C Operctmg data. from the AG! Wil facihty, whsch mctude data fromthe- AG! Welk itself, is continuously

L coﬁected anid observed iy the Linam Ranch Plint DCS database. Real-time facility aperahons data are

»reﬂected onthe DCS screens andare mommred by’ tha plant operators who man the cantrol room 24
hour., per day The site- ‘hat cameras for visual: mommrmg, and plant’ operators make period roynds to
enhsure: equspmcnt is: operatmg correctly The Lmam Ram:h AG! Well opera“es in a cantinuous steady-
state mode . :

DCP Midstream Near-Term and Long-Term Activities

DCP 1akes the safe opefation of the Linam Ranch:AGl very seriously; and has considered and identified
the steps the cormpany is taking and will take to énsure safe, prudent operation of the well pending
repair of the twbing and packer in May 2012, Thosé activities include:

- Real-time data operational data arecollected continuously and are displayed on the DCS.screens
" in the control room. These data include the AGI Well injection rate, the injection pressure, the

injection temperature, and the tubing annular pressure. Plant operators will monitor for
changing conditions,.and will notify the operation management of any notable AGI Well
operating condition changes. The plant.operations team will meet with asset management
monthly to conduct a thorough review of AGI Well operational data and trends, to assess well
operational status, ' 4 :

- Replaceto the maximum extent practicable and safe the diesel which was bled from the snnular
space. This activity will restore a complete filling of the annular space with diesel and safeguard

'



the tubing, casing and packer, will dispiace the small amount of acid gas which has leaked into

the annular space into the reservoir, and will eliminate the patential for any acid gas to travel up
the annular space through the d«esef DCP will then not further d«sturb the diesel in the annular
space. !

‘We beii ieve that ¢ oseSy managmg the opefat.on of the AGH Well will minimize the potential for

any mcraasa in the.communication between the tubing and the diesel-filled annulus. i.e., (i)
managing the AGI Well operation so as to lower to the extent possible the well injection

_pressure, (i) manage for consistent injection operations’of the AGH, and {iii} closely monitoring
+ - and maintaining equipment and.systems associated with the AG! Well so as to minimize.
L ,mterrupt:ons of AGloperations. ‘ : :
" During next facili ity turn-around’i in May 2012 DCP wilishut the well dc«wn safeiy drain the diesel

and any small residual acid gas in the annulus, pull the tubing and inspect the seals, and repair
or replace all parts necessary to ensure that the communication between the tubmg/packer seal
and the annular space is eliminated. OCP will then conduct a complete OCD-observed MIT on

the tubmg packer and seal asaembly, and the I proddctxcn casmg prior; to putting the well'back
on- lme o .

_ _-,We are avatiabfe to meet- and dzscuss thxs nottftcatron and report \wth you, and discuss any data that we -

) have as we!! as'the steps we have in place’to.safely and prudently operate this facility. Pleasedonot

'hes:tate to call me should you want 1o descuss th|s issue, or would hke to scheduie a meetmg to discuss
the AGi Wen operauons : : . :

S mcerety,

* MichaelR Betz

SENM Asset Directér

" Steve:Boatenhamer
~ -john Cook
' Alberto Gutierrez, Geolex

Rschard Ezeanyim, New Mexaco OCD (Chtef of Engmeermg}



