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District I - (575) 393-6161 Energy, Minerals and Natural Resources Revised August 1, 2011
1625 N. French Dr., Hobbs, NM 8328 OB BBS om WELL API NO.
District II - (575) 748-1283 30-025-38576 AND 30-025-42139
811°S. First St., Artesia, NM 88210 OIL CONSERVATION DIVISION 5. Indicate Type of Lease
District Il - (505) 334-6178 19 20§20 South St. Francis Dr. STATE [ FEE [J
1000 Rio Brazos Rd., Aztec, NM 87410
District IV — (505) 476-3460 Santa Fe, NM 87505 6. State Oil & Gas Lease No.
1220 8. St. Francis Dr., Santa Fe, NMm: V07530-0001
87505 E’VED
SUNDRY NOTICES AND REPORTS ON WELLS 7. Lease Name or Unit Agreement Name
(DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO A Linam AGI

DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT" (FORM C-101) FOR SUCH
PROPOSALS.)

1. Type of Well: Oil Well [[]  Gas Well [X] Other

8. Wells Number | and 2

2. Name of Operator 9. OGRID Number 36785
DCP Midstream LP

3. Address of Operator 10. Pool name or Wildcat
370 17" Street , Suite 2500, Denver CO 80202 Wildcat

4. Well Location
Unit Letter K; 1980 feet from the South line and 1980 feet from the West line

Section 30 Township 18S Range 37E NMPM County Lea
11. Elevation (Show whether DR, RKB, RT, GR, etc.)
3736 GR

12. Check Appropriate Box to Indicate Nature of Notice, Report or Other Data

NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
PERFORM REMEDIAL WORK [[J PLUG AND ABANDON [] REMEDIAL WORK [0 ALTERING CASING [
TEMPORARILY ABANDON [] CHANGE PLANS | COMMENCE DRILLING OPNS.[J] PANDA O
PULL OR ALTER CASING [0 MULTIPLE COMPL | CASING/CEMENT JOB |
DOWNHOLE COMMINGLE [
OTHER: O OTHER: Annual Summary Report and Notification parameter
review pursuant to NMOCC R12546-K X

13. Describe proposed or completed operations. (Clearly state all pertinent details, and give pertinent dates, including estimated date
of starting any proposed work). SEE RULE 19.15.7.14 NMAC. For Multiple Completions: Attach wellbore diagram of
proposed completion or recompletion.

Annual Summary for 2017 Pursuant to NMOCC R-12546-K and ACO-275 C-103 for Linam AGI#1 and AGI#2 and Request to
Continue with Approved Immediate Notification Parameters for Operation of Both Wells

This is annual summary submittal of data as agreed to between DCP and OCD relative to injection pressure, TAG temperature and casing
annulus pressure for Linam AGI#1 until the well is worked over, which occurred in June 2017 and for Linam AGI#2 (API #30-025-
42139) which was brought online in October 2015.

The analyses of data from both wells has been submitted monthly as required until the workover of the AGI#1 well and has also been
submitted monthly for the AGI#2 well. The AGI#1 well was successfully worked over as planned in June 2017 we will request that the
reporting be changed to quarterly for both wells as detailed in NMOCC R-12546-K once independent volume measurement for each well
is available. The summary of data for the 2017 calendar year for the operation of the Linam Ranch AGI Facility and request to keep the
approved immediate notification parameters for both wells is the purpose of this submittal.

The summary of the data and supporting tables and figures are attached.

{
SIGNATURE — TITLE Consultant to DCP Midstream/ Geolex, Inc. DATE 2/27/2017
Type or print name Alberto A. Gutierrez. RG E-mail address: aag@geolex.com PHONE: 505-842-8000
For State Use Only
APPROVED BY: DATE

Conditions of Approval (if any):
T N Breun 5//4/2018
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ANALYSIS OF ANNUAL TRENDS AND REQUEST TO CONTINUE WITH APPROVED
IMMEDIATE NOTIFICATION PARAMETERS FOR OPERATION OF LINAM AGI #1 AND
LINAM AGI #2 (API #s 30-025-38576 AND 30-025-42139) UNDER R-12546-all

This document presents the results from the analyses of the injection parameter data collected from the
Linam AGI #1 and #2 Wells which serve the Linam Ranch Gas Processing Facility near Hobbs, NM.
Data from the Linam AGI #1 have been collected continuously and have been analyzed on a monthly
basis by Geolex and transmitted to DCP for reporting to NMOCD as required by ACO 275 and the
approved post-workover C-103. In addition, the Linam AGI #2 well was completed and brought on line
in October 2015. The AGI #2 well was completed in the same injection zone as the AGI#1
approximately 450 feet to the southwest of AGI #1. From the time that AGI #2 was brought on line,
injection has sometimes been solely into one of the two wells or into both wells simultaneously. AGI#2
was operated in conjunction with AGI #1 from October 2015 to January 2016 when a switch was made to
operate only AGI#1 for the remainder of 2016. In May 2017, DCP switched over to injecting into AGI#2
to allow for the workover of AGI#1. The workover was completed on June 8, 2017 and AGI #1 was
brought back on line in July 2017 with bottom hole sensors installed. These sensors are now serving to
monitor downhole and reservoir conditions since the downhole sensors in AGI #2 failed due to a
lightning strike shortly after installation 2015 and will not be able to be repaired until sometime in the
future when AGI #2 is worked over. The system has been operating with only AGI #1 active while
waiting for independent flow meters to be installed/repaired in both wells so that reliable flow
information will be available for each well independently. This operational mode (utilizing only AGI #1)
will continue until the volume meters are installed/repaired. In the meantime, in order to obtain reservoir
data which would have been provided by the downhole PT sensors in AGI #2, a slick line with a pressure
recorder was placed into AGI #2 and downhole pressure data were collected under both injection and
non-injection conditions for the AGI #2 and AGI #1. Presently surface data from both wells is being
collected relative to the following parameters:

e Treated Acid Gas (TAG) surface injection pressure (both wells),
e TAG injection temperature (both wells),

e Annular pressure (both wells)

e Bottom Hole pressure and temperature (AGI#1 beginning 7/2017)
e Overall total TAG flow rate from compressors

These above are the key parameters which are currently being measured in both wells in order to monitor
the operations of the wells, prevent hydrate formation, reduce corrosion potential following the workover
of AGI#1. While improvements have been implemented in the placement of temperature controls,
dehydration of TAG during compression and other systems improvements at the AGI facility, there
continue to be variations in the desired and normal operating levels of the above-referenced parameters.
Since these parameters are useful indicators and predictors of potential operational or mechanical
problems in the well, various levels of alarms have been established for each of these parameters. These
parameters include three which are measured directly (TAG injection pressure, TAG injection
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temperature and annular pressure) and one (differential pressure) which is a calculated value (the
difference between the two measured parameters of injection and annular pressure). The analyses of the
long-term trends in these values have been useful in smoothing out shorter-term variations which can be
observed from detailed inspection of hourly data and in the development of appropriate alarm bands for
each parameter.

The Linam AGI #1 experienced a tubing leak in late 2011 which was partially addressed in a workover
conducted in April/May 2012. The leak was detected in the end of 2011 and beginning of 2012, until the
workover, the injection parameters were reviewed, analyzed and reported weekly to the NMOCD.
Following the workover in which the tubing leak was repaired, some compromised production casing was
detected immediately above the packer depth. At that time, we recommended keeping only
approximately 250 psig on the annular space between the tubing and casing in AGI #1 since with annular
pressure at this level, under normal operating conditions, this parameter can serve as a useful indicator of
when activity should be initiated to prevent damage to the well or trigger a NMOCD shutdown and/or
immediate notification requirements. Concern about this compromised casing was eliminated by stacking
packers when the well was worked over again in June 2017. All of the data from January 2012 through
December 2015 are included in our analysis, but only the post-workover data have been used to develop
the recommended alarm and emergency shutdown (ESD) levels in conjunction with the requirements of
NMOCD Order 12546-all, ACO-275 and the post-workover C-103.

Furthermore, a similar process has been employed on the Linam AGI#2 since it was brought online in
October 2015. As described above, this well is equipped with bottom hole (just at top of packer) P/T
measurement capability both inside and outside the tubing. When the current sensor/communication
issues are resolved in AGI #2, the monitoring of these four additional parameters will also aid
significantly in determining the appropriate immediate notification parameters which are required by the
NMOCC order for AGI #2. In general, the immediate notification parameters for both wells were
developed from this long-term analysis of the injection data. Initial testing of the Linam AGI#2 indicates
that the pressure variations induced by flow rate and temperature fluctuations in the Linam AGI#1 are
influencing the reservoir as measured in the AGI #2 location. This is to be expected as the new well is
completed in the same zone at a distance away from the initial well which we predicted would see the
edge of the plume in about 7 years. The Linam AGI #1 has been injecting for approximately 12 years.

Data from AGI #1 were continuously collected and analyzed weekly prior to the original workover in
April/May 2012 and then monthly after the workover from June 2012 through December 2017 (see
Figure 1). These data collection, analysis and reporting functions continue as required by NMOCD on a
monthly basis. Furthermore, since it is necessary to evaluate the data from both wells to know how the
system is operating overall, the surface data from AGI #2 area also being collected, analyzed and reported
monthly. The reporting requirement for the AGI #2 is only quarterly and now that AGI #1 has been
successfully worked over, the reporting for both wells will shift to quarterly as soon as independent
reliable volume measurement is available for each well.

The NMOCD also requires that immediate notification parameters and levels be discussed and agreed
upon with the agency, and that these be periodically reviewed and updated as needed based on operational
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or regulatory changes. The immediate notification parameters for both wells have been approved by
NMOCD and DCP requests no changes in these approved values. With this requirement in mind and for
the purpose of protecting the mechanical integrity and safety of both wells and the overall AGI facility,
Geolex monitors these data under contract to DCP to prevent damage to the wells or violation of
regulatory requirements or permit constraints.

After 5.5 years (65 months) of carefully analyzing the performance of AGI #1 on a continuous basis,
Geolex has assembled the data and has analyzed observed trends for the post-workover period of June
2012 — December 2017 as can be seen on Figure 2. Several important observations can be made from
analyzing these data and taking into consideration important system modifications that have occurred
during this time period. These include the following:

1. AGI #1Post-Workover MIT completed in May 2012

2. AGI#IMIT test completed November 14, 2012

3. Bleeding of diesel from casing annular space immediately after the November 2012 AGI #1 MIT

test.

AGI #1MIT test completed April 30, 2013

Addition of diesel in annular space after April 2013 AGI #1MIT and May 2013 plant shutdown

AGI #IMIT test completed October 30, 2013

Failure of the VFD for the cooler on the AGI compressor from February 4 through 9, 2014.

AGI #1MIT test completed April 30, 2014

9. Addition of diesel in annular space after April 2014 AGI#1MIT

10. AGI #1MIT test completed September 19, 2014

11. AGI#IMIT test completed March 19, 2015

12. AGI #1MIT test completed September 15, 2015

13. AGI #2 brought online with startup in October-November 2015 and operated until January 2016

14. AGI #1MIT test completed March 22, 2016

15. AGI #2 MIT test completed April 1, 2016

16. AGI #2 TAG lines bled to flare on June 13, 2016 to remove static TAG in line when well is not
operating.

17. AGI #1 MIT test completed September 14, 2016

18. AGI #1 Workover completed June 8, 2017 including stacked packer, bottom hole PT gauges

19. AGI #1 MIT test completed June 7, 2017 after workover completion

20. AGI #2 MIT test completed February 16, 2017

21. AGI #2 MIT test completed February 15, 2018

g0 N &I B

The following trends have been observed in the AGI #1 data and are reflected on Figure 2:

1. TAG injection pressure which was on a slight increasing trend due to slightly increasing average
temperature of injected TAG has leveled off due to temperature decreases in 2017. The TAG
injection pressure and rate was more variable since AGI #2 was also operated part of the time but
AGI#1 has been used exclusively since the workover in June 2017 through end of 2017.
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2. The TAG injection temperature decreased slightly from 2016 with an arithmetic mean of 106°F,
in 2017 from 113°F in 2016.

3. The TAG injection temperature is significantly lower during periods of low flow into AGI#1
when AGI #2 was used for a short time and similarly for AGI #2 when AGI#1 is used primarily
or exclusively.

4. Pressure in the casing annulus has been consistently tracked the correlative nature of variable
injection temperature, pressure and flowrate, and its arithmetic mean for the period has been
approximately 348 psig.

5. The pressure differential between the casing annulus and the TAG injection pressure clearly
indicates that no communication currently exists between the tubing and casing annulus.

6. The generally low annular pressures observed indicate that the production casing/cement still has
good integrity.

7. TAG injection temperatures can now be lower due to the improvement of water reduction in
compression which reduces the potential for hydrate formation at lower temperatures

Given the observations of the trends in the graphs and the competing influence of average injection
temperature decrease and injection volumes increased over the 2017 period, the observed TAG injection
pressure increase is predictable and normal. There is no current indication of the reservoir being
pressured up to any significant degree by the injection from Linam AGI #1. This was confirmed during
the drilling and testing of AGI #2. Upon startup from any shutdown that lasts more than 6-8 hours it is
critical to inject methanol along with the TAG for the initial startup period to prevent the formation of
hydrates. While this may no longer be necessary due to the changes which were made in the water
removal efficiency of the AGI compressor system, it is a good preventative measure. Prior to the
increased water removal efficiency, this effect was observed in the period of March 2013 when hydrate
formation during one of these events caused a spike in TAG injection pressure of approximately 35%
over normal pressures due to partial blockage of the injection line and tubing created by the hydrate
formation. This persisted for several hours until the situation was alleviated by the stabilization of the
compressor and the simultaneous injection of methanol to cause the hydrates to be reabsorbed into the
TAG. Injection pressures and temperatures then returned to normal.

It is also critical to maintain the temperature control on the injected TAG and to avoid rapid temperature
or pressure fluctuations during periods when power failures or other mechanical failures may occur. The
extensive and wide variation in TAG injection temperatures observed prior to the failure of the tubing in
late 2011, resulted in the formation of free water within the tubing and corrosion resulting in a tubing leak
which had to be repaired in April/May 2012. Temperature control changes were implemented and helped
to significantly control downward swings in temperature and prevent the formation of hydrates.
However, in February 2014, there was a failure in the VFD for the cooler on the AGI compressor which
persisted for five days. During this period of time, the TAG temperature increased to at least 150 °F, and
the annular pressure increased dramatically due to the heating of the diesel fluid in the annular space as a
result of the elevated TAG injection temperature. TAG temperature as well as annular pressure returned
to the normal range once the VFD on the cooler was repaired. The significant spread between TAG
injection pressure and the annular pressure maintained even during this heating episode proves the
continued integrity of the well, packer, casing and tubing. However, the rise in annular pressure has a
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potential to damage the integrity of the compromised casing in the well and should be avoided during all
subsequent operations. In response to these issues, DCP undertook and successfully completed a project
in 2015 to address the temperature fluctuations resulting from compression controls and to increase the
efficiency of water removal to the point where all free water is removed from the TAG prior to injection.
This significantly reduces hydrate formation potential in the entire system regardless of temperature
variations.

In October 2015, AGI #2 was started up and operated in a startup mode switching back and forth from
AGI #1. This effect is reflected in the trend data shown in Figure 2. Due to a volume meter sensor
failure and configuration issues which are currently being addressed, only total flow to the AGI system
can be reliably measured through 2017. For this reason, only the total flow rate is plotted on Figure 3.
Once flow metering for each well is engineered and constructed in 2018 only total flow is being reported
and wells are being used only one at a time to allow for accurate measurement of flow into each well.

REVIEW OF STATISTICAL ANALYSIS OF INJECTION PARAMETERS, DEVELOPMENT
OF AND REQUEST TO CONTINUE WITH APPROVED IMMEDIATE NOTIFICATION
PARAMETERS (API #s 30-025-38576 AND 30-025-42139) UNDER R-12546-all

The statistical analyses of the injection parameter data were initially conducted for the purpose of
establishing normal operating levels for these parameters which are automatically monitored. Several
data filtering steps were accomplished to take the hourly data which forms the basis of the analysis in
order to smooth out variability and to account for the physical changes in the well and its operation after
the repair of the tubing leak in the workover completed in May 2012. Because the configuration of the
well changed dramatically after the workover, only data after the well had stabilized post-workover were
used in this analysis. Furthermore, the subsequent stacked packer workover of the AGI#1 in June 2017
was completed and essentially only the AGI #1 has been used since then. The bottom hole PT sensors
installed during the 2017 workover of AGI #1 have been providing excellent data and these data are
shown on the graph attached here as Figure 4.

All the data are summarized in Table 1, and the calculated statistical parameters of arithmetic mean and
standard deviation were used to establish base levels and variability for each parameter. The results of
these analyses resulted in the immediate notification parameters which were approved both for AGI #2
and the parameters required under ACO 275 for AGI#1. These approved parameters are presented at the
bottom of Table 1 and DCP requests that these parameters remain the same until the workover for the
AGI#1 is completed in 2017. At this time the parameters will be reevaluated and operations and reporting
requirements should be as they currently are for AGI #2.
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Figure2 DCP Midstream Linam AGI #2 All Injection Data ~-AGI #2 Surface Casing Annuius Pressure (psig)

~—AGI #2 Surface asing Pressure (psig)

~+-AGl #2 Surface TAG Injection Temperature ('F)




Flowrate (MSCFPH)

Figure 3 DCP Midstream Linam AGI #1 and #2 Combined Total Flowrate (MSCFPH)
(May 2012 through January 2017)
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FIGURE4 BOTTOM HOLE PRESSURE AND TEMPERATURE - AGI #1
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