BEFORE THE OIL CONSERVATION DIVISION
EXAMINER HEARING JANUARY 10,2019

CASE NO. 15616

CEDAR CANYON 16 STATE No. 7TH

EDDY COUNTY, NEW MEXICO

-,
axy
)




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 15616
ORDER NO R 14322

APPLICATION OF OXY USA, INC FOR APPROVAL OF A PRESSURE

MAINTENANCE PROJECT, EDDY COUNTY, NEW MEXICO

ORDER OF THE DIVISION
BY THE DIVISION

This case came on for hearing at 8 15 am on February 2 2017 at Santa Fe New
Mexico before Examiners Phillip R Goetze and Wilhlam V Jones

NOW, on this 10® day of April 2017 the Division Director having considered
the testmony the record and the recommendations of the Examiners

FINDS THAT

q)) Due notice has been given and the Division has jurisdiction of the subject
matter of this case

2) By this applicaion OXY USA Inc ('Applicant or “OXY ) seeks
approval of a pressure maintenance project in the Bone Spring formation Pierce

Crossing, Bone Spring East Pool (Pool code 96473) within the horizontal boundaries
described below, 1n Eddy County New Mexico

Township 24 South, Range 29 East, NMPM
Section 16 All

3) Applicant proposes to inject produced water and produced gas 1nto the
Bone Spring formation on 1ts Cedar Canyon 16 State Lease at a true vertical depth

-4
interval from approximately 8426 feet to approximately 8739 feet below the surface,
through the following two honzontal wells

DIVISION

2

(a) Cedar Canyon 16 State Well No 7H (API No 30 015-41251) with
a surface location of 2485 feet from the North line and 330 feet from the
West line (Unit letter E) of Section 15 Township 24 South Range 29
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4)

East NMPM and a terminus of 2037 feet from the North line and 535 feet
from the West line (Umt letter E) of Section 16 Township 24 South
Range 29 East NMPM

(b) Cedar Canyon 16 State Well No 12H (API No 30-015 42683)
with a surface location of 900 feet from the South hine and 860 feet from
the West line (Unit letter M) of Section 15, Township 24 South Range 29
East NMPM and a terminus of 901 feet from the South line and 133 feet
from the West line (Unit letter M) of Section 16 Township 24 South,
Range 29 East NMPM

Matador Production Company appeared through counsel at the hearing but

did not oppose the apphication No other party appeared at the hearing or otherwise
opposed the application

)

Applicant appeared through counsel and presented engineering testtmony

and exhibits to the effect that

(a) In this area of Eddy County, the 2" Bone Spring sand 1s a
productive interval within the Bone Spring formation and 1s well
delineated and charactenized Applicant stated that the existing
configuration of honzontal wells 1n Section 16 offered opportumity for
studying the potential of increased recovery by utihzing injection to
supplement current reservoir pressures

(b)  The Cedar Canyon 16 State Well No 7H and the Cedar Canyon 16
State Well No 12H (the ‘ proposed njection wells ) are honizontal wells
in the Bone Spring formation currently producing from the 2" Bone
Spring sand Both wells have declined 1n production over the last year

(c) Apphcant has designed a pilot pressure maintenance project
limited to Section 16 utihzing the proposed imjection wells along with
three additional honzontal wells to momitor and assess the imjection
process These wells are the Cedar Canyon 16 State Well No 2H (API No
30-015 41024) the Cedar Canyon 16 State Well No 6H (API No 30-015
41595) and the Cedar Canyon 16 State Well No 8H (API No 30-015-
41596)

(d) Applicant proposes two distinct injection phases for the pilot
project first a  huff and puff’ process followed by continuous 1njection to
evaluate the line-dnve effect in adjacent production wells

(e) Applicant proposes first utiizing the Cedar Canyon 16 State Well
No 7H for injection due to the greater distance between the injection well
and offset producing wells to the north and south Cedar Canyon 16 State
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Well No 12H will be used in the second half of the project utilizing
responses obtained during the earlier testing of Well No 7H

(f) Applicant will utilize produced water for injection as a component
of pressure mantenance 1 conjunction with the produced gas injection to
mutigate early offset breakthrough at low injection pressures

(g)  Apphcant will utihze the proposed njection wells with existing
perforations and well construction Applicant additionally stated that the
proposed injection wells will not be stmulated prior to the beginning of
the pilot project

(h)  Produced water for the pilot project will be from the Cedar Canyon
Treating Facihity Produced gas will be obtained from the Cedar Canyon
Central Delivery Point system Applicant provided analyses of the
produced water and produced gas along with testimony demonstrating
compatibility with well components and the reservotr conditions

¢)) Applicant has proposed maximum surface njection pressures for
each mjection fluid 1700 pounds per square inch (ps1) for produced water
and 4250 ps1 for produced gas Applicant submitted pressure analyses
using a diagnostic fracture mjection test (DFIT) for calculating the
formation parting pressure for the honizontal wells and n support of the
two proposed maximum surface 1njection pressures

m Applicant has proposed the placement of the packers below the
kick off pomnt but significantly above the first perforations located i the
honzontal portion of the production casing Applicant requested an
exception for the 100-foot packer setting depth requirement apphed to
vertical injection wells

k) Applicant has requested that unhined tubing be allowed for use n
the 1njection operation Applicant stated that the unlined tubing would be
preferable due to the increased use of wireline equipment in the proposed
injection wells the use of a gas-lift operations for the huff and puff phase,
and the lack of sigmficantly corrosive fluids being used for tnjection

()] Applicant established a modified area of review (AOR) using the
horizontal segment of each well (as defined by the surface location the
first take point and the terminus) as the center hine for the one-half mile
radius the AOR being defined as the area within one half mile of any
point on etther horizontal well’s lateral There are 42 producing wells and
one disposal well that penetrate the mnjection nterval and are within the
one half mile AORs Twenty of these producing wells are one-mile or
longer horizontal wells There 1s one plugged and abandoned well that
penetrates the 1njection 1nterval and 1s within the one-half mile AOR All
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wells 1n the two AORs both producing and the plugged well are properly
cemented

(m)  Applicant found no fresh water wells within one mile of the
proposed mjection wells The database of the New Mexico Office of the
State Engineer 1dentified two wells within one mile of the proposed
injection wells but both wells are shallow disposal wells associated with
the Interstate Stream Commusston s River Desalination Project

(n) Applicant has provided proper notice to affected persons including
the surface land owner Applicant has also published notice of the pilot
project in Carlsbad Current Argus a newspaper with general circulation 1n
the county where the project 1s located

(0)  The pilot project 1s limited to Section 16 which 1s state trust land
covered by a single lease 1ssued by the New Mexico State Land Office
The Applicant has provided notice of this project to the State Land Office

The Division concludes that

(6) All of the wells (active and plugged) 1n the one half mile modified AOR
surrounding the two proposed njection wells appear to be adequately cased and
cemented so that none will become a condut for the escape of injected fluid or gas from
the permutted injection formation Accordingly, there 1s no requirement for remedial work
on any wells within the modified AOR for each of the injection wells

@) Apphicant should be authorized to mmject fluids at a surface imjection
pressure not to exceed 1700 psi for produced water and 4250 psi for produced gas
Apphicant may apply to the Division for a higher mnjection pressure upon satisfactonly
demonstrating that an increase n mjection pressure will not result 1n fracturing of the
mjection formation or confining strata

(8)  The proposed project will 1n reasonable probability result in production
of substantially more hydrocarbons from the project area that would otherwise be
produced therefrom will prevent waste and will not impair correlative nghts

)] Accordingly the apphcation should be approved
IT IS THEREFORE ORDERED THAT

(D) OXY USA, Inc ( OXY” or operator') 1s hereby authonized to 1nject
produced water and produced gas nto the Bone Spring formation [Pierce Crossing Bone
Spring East pool (Pool code 96473)], at a true vertical depth interval from
approximately 8426 feet to approximately 8739 feet below the surface through two of 1ts
horizontal wells located within the Cedar Canyon State 16 Lease




Case No 15616
Order No R 14322
Page 5 of 7

(2) This project 1s hereby designated the Cedar Canyon Pressure
Maintenance Pilot Project and shall consist of the Bone Spring formation underlying
the following lands in Eddy County New Mexico

Township 24 South, Range 29 East, NMPM
Section 16 All

(3) OXY USA Inc (OGRID 16696) 1s designated operator of the project

4) Two existing horizontal wells (the “injection wells ) are approved for
injection during the pilot project

(a) Cedar Canyon 16 State Well No 7H (API No 30-015 41251) with
a surface location of 2485 feet from the North line and 330 feet from the
West line (Unit letter E) of Section 15 Township 24 South, Range 29
East NMPM and a terminus of 2037 feet from the North line and 535 feet
from the West line (Unit letter E) of Section 16 Township 24 South
Range 29 East NMPM [The 1njection interval being the perforations from
a measured depth of 9200 feet to a measured depth of 13680 feet ]

(b) Cedar Canyon 16 State Well No 12H (API No 30-015-42683)
with a surface location of 900 feet from the South line and 860 feet from
the West line (Umt letter M) of Section 15 Township 24 South Range 29
East NMPM, and a termnus of 901 feet from the South line and 133 feet
from the West line (Unit letter M) of Section 16 Township 24 South
Range 29 East NMPM [The injection interval being the perforations from
a measured depth of 9704 feet to a measured depth of 14214 feet ]

(5)  The operator shall take all steps necessary to ensure that the injected fluid
enters only the injection interval and 1s not permitted to escape to other formations or
onto the surface from njection, production or plugged and abandoned wells

(6) The injection wells shall use the existing construction with injection
occurring through perforations currently 1n place

(7)  Water from outside the operator’s Cedar Canyon Treating Facility shall
not be injected nto these wells The operator shall utilize its Cedar Canyon Central
Delivery Point for the source of the produced gas to be used 1n the injection phases of the
pilot project

(8) Injection shall be accomplished through tubing installed 1n a packer set n
the production casing so as to provide a proper seal while being as close as pracucal to
the uppermost injection perforations The hmit for the upper placement of the packer in
the production casing shail be no greater than 100 feet above the true vertical depth of the
kick-off point for the individual well
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(9)  The use of unhned tubing in either injection well 1s hmited to the peniod of

the pilot project and 1ts use shall be re evaluated at the end of the pilot project period
when the operator presents a summary of results for the pressure maintenance pilot

project.

(10) The njection wells shall be 1ntially equipped with a pressure control
device or acceptable substitute that will imit the maximum surface injection pressure to
no more than 1700 pounds per square inch (ps1) for produced water and 4250 psi for

produced gas

(11)  The casing-tubing annulus shall be filled with an mert fluid and a gauge
or approved leak-detection device shall be attached to the annulus 1n order to detect
leakage 1n the casing tubing or packer

(12) The njection wells shall pass a mechanical integnity test prior to imtal
commencement of injection and prior to resumption of injection each time the packer 1s
unseated All testing procedures and schedules shall conform to the requirements of Rule
191526 11(A) NMAC The Division Director retains the nght to require at any time
wireline venification of completion and packer setting depths

(13)  The njection wells shall be monitored with a SCADA system and the
operator shall ensure that additional sensor systems for each injection well as proposed
1n the C-108 application are 1nstalled and momtored

(14) The Division Director shall have the authomty to admumstratively
authorize an increase 1n injection pressure upon a showing by the operator that such
higher pressure will not result 1n fracturing of the injection formation or confining strata
The operator shall give at least 72 hours advance notice to the supervisor of the
Diviston s District I1 office of the date and time (1) injection equipment will be nstalled
and (1) the mechanical integrity pressure test will be conducted so these operations may
be witnessed

(15)  The operator shall provide written notice of the date of commencement of
mnjection 1nto each of the wells to the Division s Distnct II office

(16) The operator shall immediately notify the supervisor of the Division s
District I office of the failure of the tubing, casing or packer mn either ijection well, or
the leakage of water o1l gas or other fluid from or around any producing or abandoned
well within one half mile of either injection well and shall take all steps as may be
timely and necessary to correct such failure or leakage

(17) The Project shall be governed by Division Rules 1915268 through
19152615 NMAC The operator shall submit monthly reports of the injection
operations on Division Form C 115, in accordance with Rules 19152613 and
19157 28 NMAC
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(18) The injection authonty granted herein shall terminate two years after the
effecive date of this order if the operator has not commenced injection operations
provided, however the Division upon written request by the operator filed prior to the
expiration of the two year ime pertod may grant an extension for good cause

(19) Two years following the commencement of injection 1n either injection
well, the authonty for injection under this order shall terminate The operator shall make

an apphcation for a Division hearing to present the results of the pilot project and to make
permanent the injection authornity of this order If the operator requires additional tume for
completion of the pilot project, the Division, upon wntten request by the operator filed
prior to the expiration of the two year peniod, may grant an extension for good cause

(20) The operator shall provide wntten notice to the Division upon permanent
cessation of injection into the Project

(21) This Order does not relieve the operator of responsibility should 1ts
operations cause any actual damage or threat of damage to protectable fresh water
human health or the environment nor does 1t relieve the operator of responsibility for
complying with applicable Division rules or other state federal or local laws or
regulations

(22) Upon failure of the operator to conduct operations (1) 1n such manner as
will protect fresh water or (2) 1n a manner consistent with the requirements in this Order,
the Division may after notice and heanng (or without notice and hearing 1n event of an
emergency, subject to the provisions of NMSA 1978 Section 70 2 23) termunate the
injection authority granted herein

(23) Junsdiction of this case 1s retained for the entry of such further orders as
the Division may deem necessary

DON a Fe New Mexico on the day and year hereinabove designated

STATE OF NEW MEXICO

OIL CONSERVATI;Z DIVISION

DAVID R CATANACH
Director
SEAL




STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF OXY USA INC. TO REOPEN CASE NO. 15616
FOR ADDITIONAL REPORTING SURSUANT TO ORDER
No. R-14322, EDDY COUNTY, NEW MEXICO

CASE NO. 15616

AFFIDAVIT
STATE OF NEW MEXICO )
COUNTY OF SANTA FE % >
Michael Feldewert, attorney in fact and authorized representative of OXY USA, INC., the

Applicant herein, being first duly sworn, upon oath, states that the above-referenced Applications

have been provided under the notice letters and proof of receipts attached hereto.

7~ F
¥ A

SUBSCRIBED AND SWORN to before me this 10th day of January 2019 by Michael H.
Feldewert.

OFFICIAL SEAL

‘ \ CLARINDA L. WETZSTEON
NOTARY PUBLIC

ATE OF NEW MEXIC .
My Commission Expires: i

/

BEFORE THE OIL CONSERVATION DIVISION
Santa Fe, New Mexico
Exhibit No. 2
Submitted by: OXY USA INC
Hearing Date: January 10, 2019
Case Nos. 15616



UNITED STATES

F" POSTAL SERVICE &
A. Mailer Action

Note to Mailer: The labels and volume associated to
this form online, must match the labeled packages being
presented to the USPS® employee with this form.

Oxy Cedar Canyon 16 State Well 7H
CM# 44506.0005 20181219
Notice List

Type of Mail

Shipment Date:
Shipped From:
Name:
Address:

City:

State: !

Shipment Confirmation
Acceptance Notice

12/19/2018

HOLLAND & HART LLP

110 N GUADALUPE ST # 1

SANTA FE

NM  zIp+4® 87501

Volume

Priority Mail Express®*

Priority Mail® 0

First-Class Package Service®

Returns

International”

Other 1

Total 1

*Start time for products with service guarantees will begin when mail arrives at the local Post Office™ and

items receive individual processing and acceptance scans.

B. USPS Action

Note to RSS Clerk:
1. Home screen > Mailing/Shipping > More
. Select Shipment Confirm
. Scan or enter the barcode/label number from PS Form 5630
. Confirm the volume count message by selecting Yes or No
. Select Pay and End Visit to complete transaction

BWN

USPS EMPLOYEE: Please scan upon pickup or receipt of mail.
Leave form with customer or in customer's mail receptacle.

USPS SCAN AT ACCEPTANCE

9275 0901 1935 6200 0011 8537 24

PS Form 5630, September 2016 ~ PSN 7530-08-000-4335
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ConnectSuite e-Certify

ConnectSuite

powered by ConnectSuite e-Cerlify

Home My Queve

Piece Search Support Logout

< Hislory > hAdil Jobss > Mail Job Detoils

L& My Tools

Mail Jobs

Mail Pleces
Manual Mailings
Reporls

Setup

Accouni

Tools

Page 1 of 1

Welcome Clory Welzsteon, (Noi Cloty Watzsleens)

Company:
Holland & Hart LLP

e
L4

A As part of the end-of-life (EOL) plans announced in April 2018, customer migrations from e-Cerllfy 3.0 fo e-Cerlify 40 a
customer roll-out. Questions regarding the migration can be directed fo Connacliui

Mail Pieces

Filler:
< No Filter >

Barcode

9214 89019403 83766189 17

© To upgrade your verslon of e-Cerllty to the new version, Click He

Recipient

MRC Permian
5400 LBJ Freeway Suite 1500
Dalias TX 75240

®© 2017 Connect-Suite,com.

Release: v4.24
[WIN 9K2GP4 JOFEN]

Status

Delivered
Signaftue
Received

DL | Custom

https://ecertify .connect-suite.com/user/jobdetails.aspx?id=ba143022-400c-48a7-bb89-1¢380... 1/7/2019
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Pilot in CC16
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Cedar Canyon section 16 pilot

CC16-7H converted into injector to test both Huff & Puff and line drive (160 ac spacing)

CC16-12H converted into injector to test different spacing Huff & Puff & line drive (80 ac spacing)
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