NEW M 2XICO ENERGY, ML. .ERALS and
NATURAL RESOURCES DEPARTMENT

GARY E. JOHNSON Lori Wrotenbery
Governor Director
Jennifer A. Salisbury January 30, 2002 Oil Conservation Division

Cabinet Secretary

Texland Petroleum — Hobbs, L.L.C.
c/o Texland Petroleum, Inc.
777 Main Street — Suite 3200

Fort Worth, Texas 76102

Attention: Ann Burdette

Re:  Administrative application dated January 10, 2002 (application reference No. PKRV0-201555563)
Jor Texland Petroleum — Hobbs. L.L.C. s recently drilled Bowers A" Federal Well No. 39 (API No.
30-025-35727), located 2505 feet from the South line and 1415 feet from the East line (Unit J) of
Section 30, Township 18 South. Range 38 East, NMPM, Lea County, New Mexico.

Dear Ms. Burdette:

Pursuant to Division Rule 104.F (1), which rule was promulgated by Division Order No. R-10533,
issued by the Oil Conservation Commission in Case No. 11,351 on January 18, 1996, this application is
unnecessary. The Hobbs-Upper Blinebr Pool underlying the Texland Petroleum — Hobbs. L.L.C."s Hobbs
Upper Blinebry Pool Cooperative Waterflood Area ir the N/2 NE/4 and the SE/4 of Section 30 is within a
recognized secondary recovery project (see Division Order No. R-11638, issued in Case No. 12666 on August
20, 2001, as amended by Order No. R-11638-A) and the location of your Bowers “A” Federal Well No. 39 is
no closer to the outer boundary of the waterflood project than 330 feet, this matter can therefore be
administered entirely by the Division's district office i1 Hobbs.

I'am therefore withdrawing and returning your application at this time.

Should there be any questions or comments concerning this matter, please contact me in Santa Fe at

(505) 476-3465 or Mr. Chris Williams in Hobbs at (505) 393-6161.

Sincerely,

Michael E. Stogner
Chief Hearing Officer/Engineer

LW/MES/kv

cc: New Mexico Oil Conservation Tiivision - Hobbs
U. S. Bureau of Land Management - Carlsbad
Kathy Valdes, NMOCD - Santa ~e

Oil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-344)) * Fax (505) 476-3462 * htp://www.emnrd.state.nm.us
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TEXLAND PETROLEUM, INC.
EXFLORATION AND PRODCUCTION
777 MAIN STREET, SUTE 3200
FORT WORTH, TEXAS 78102

Tanuaty 10,2002 o
S W4

New Mexico Oil Conservation Division
1220 South St. Francis Drive
Santa Fe, NM 87505

Re: Non-Standard Location
Bowers “A” Federal 'Well #39
Hobbs: Upper Blinebry
Lea County, New Mexico

Ladies & Gentlemen:

Application of Texland P=troleum — Hobbs L.L.C. for a non-standard oil well
location in Lea County, New Mexico. Applicant seeks an exception to the well location
requirements of Division Rule 1¢4.B for its recently drilled Bowers “A” Federal Well
#39 (API No. 30-025-35727), located 2505 feet from the South and 1415 from the East
lease lines of Section 30, Townstip 18 South, Range 38 East. As an unorthodox oil well
location for the Upper Blinebry Pool within a standard 40-acre oil spacing and proration
unit comprising the NW/4 SE/4 of Section 30. A C-102 Location Plat is attached. This
well was initial drilled as an injection well, thz applicant at this time proposes to convert
this well as an oil producing well from the Upper Blinebry Pool.

Texland Petroleum — Hob»s, L.L.C. is the only offset operator in the Upper
Blinebry Pool within a one mile radius of the subject well. Texland hereby waives any
objections to a Rule 104.B exception.

If you have any qusstions or need any futher information, please do not
hesitate to contact me at (817) 336-2751 or via e-mai] at aburdette(@texpetro.com.
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Sincerely, B N

Ann Burdette z
Regulatory Analyst ~ /
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Enclosure



DISTRICT I State of New Mexico Form C-102

1628 N. Prench Dr., Bobbw, NM B8240 Revised March 17, 1999
Rnergy, Minerals and Natural Rescurces Departmant
DISTRICT 1I

811 South Pirst, Artesia, NM 88210 Submit to Appropriate District Office
State Lease - ¢ Copies

DISTRICT I Fee Lease -~ 3 Copies

1000 Rio Brasos R, Ariec, NM 87410 OIL CONSERVATION DIVISION

DISTRICT IV 2040 South Pacheco

2040 South Pacheco, Santa Fe, NN 87506 Santa Fe, New Mexico B7504-2088

0O AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

AP! Number Pool Cods Pool Nams
4g- 0zs 35727 31680 Hobbs: Upper Blinebry
Property Code Property Name Wall Number
EED3ZTIR R4 BOWERS "A" FEDERAL 39
OGRID No. Operator Name Elevation
L3315 TEXLAND PETROLEUM - Hobbs, L.L.C. 3650'

UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County

J 30 18 S| 38 E 2505 SOUTH 1415 EAST LEA

Bottom Hole Location If Different From Surface

UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County

Dedicated Acres | Joint or Infill Consolidation Code Order No.

40

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BZEN APPROVED BY THE DIVISION

OPERATOR CERTIFICATION

I I

I I

I I I hereby certify the the information
conizined hervin {s trus ond compiste to the

l I bert of my imowisdge and bsiisf.

I I

I |

! |

L o o + _______________ + _______ Signature

Ann Burdette

Printed Name
Regulatory Technician

Title

I
J
!

£/
lar = Nszas'0as® J /2 o/
|LONG - W103°11°00.1"| | Date

3651.2L___-£_§650-1' SURVEYOR CERTIFICATION
—
: f"r‘—: 1415 —————1 1 ; that the well location shown
. N on 1 from fleld notes of
3650.0" 3646.4 ‘.,-_’iia surveye . ms er under my
supervizen and thai‘“{lp sumes {3 trur ond

f

: :}| correct te ths best a'f%-éy bebisf.
(N ey

|

I

WQ&WHOS 7977




-ATE OF NEW MEXICO
AND NATURAL RESOURCES DEPARTMENT
«+. CONSERVATION DIVISION

"ase No. 12666
»r No. R-11638

IN THE MATTER OF THE HEARING ot " i
CALLED BY THE OIL CONSERVATION oo e [ o
DIVISION FOR THE PURPOSE OF W

CONSIDERING:

CASE NO. 12666
ORDER NO. R-11638

APPLICATION OF TEXLAND PETROLEUM-HOBBS, L.L.C. FOR APPROVAL
OF A WATERFLOOD PROJECT FOR ITS HOBBS UPPER BLINEBRY POOL
COOPERATIVE WATERFLOOD AREA AND QUALIFICATION OF SAID
PROJECT FOR THE RECOVERED OIL TAX RATE PURSUANT TO THE
ENHANCED OIL RECOVERY ACT, LEA COUNTY, NEW MEXICO.

ORDER QF THE DIVISION

BY THE DIVISION:

This case came on ror hearing at 8:15 a.m. on June 14, 2001, at Santa Fe, New
Mexico, before Examiner David R. Catanach.

NOW, on this 20th cay of August, 2001, the Division Director, having considered
the testimony, the record, ar.d the recommendations of the Examiner,

FINDS THAT:

(1) Due public notice has been given and the Division has jurisdiction of this
case and its subject matter.

(2) The applicant, Texland Petroleum-Hobbs, L.L.C. (“Texland”), seeks
authority to institute a waterflood project within its Hobbs Upper Blinebry Pool
Cooperative Waterflood Area (“Project Area”), described as follows, by the injection of
water into the Hobbs-Upper Blinebry Pool through fifteen initial injection wells, all as
shown on Exhibit “A” attached to this order: e
/{/’(:;'\11616 ) v

55 .
Township 18 South. Rance 38 Fast. NMPM. Lea Countv,)g;s'\‘v Mexico

I
Section 28: SW/4 Q
Section 29: SW/4, S/2 SE/4, NW/4 SE/’QSWM NW/4,

3

S/2 NW/4 NWis o
Section 30:  SE/4, $/2 NE4 : &
i

Section 31: NE'4 NE/4 "~ nogr ety
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Case No. 12665
Order No. R-1 638
Page 4

e) maintain separate production facilities to allow for
the separate measurement and storage of production
from each of the producing leases within the project
area.

9) The applicant farther testifed that all production and revenue from the
project area wi | be separately ma:ntainec and paid on a leuse basis.

(10)  The wells within “he project area are in an advanced state of depletion.
Average production from the eight (8) existing producing wells is approximately 20
barrels of o1l per day.

(11)  The geolcgic evidence demonstrates that the Upper-Blinebry formation is
continuous and correlatable across the project area.

(12) Texland >stimates that ‘mitial capital cests to implement waterflood
operations are approxim.tely $5.§ million dollars. Applicant further testified that drilling
additional procucing wells within the project area will add an additional $4.0 million
dollars to the project cost.

(13) Texland ostimates that implementing waterflood operations within the
project area should result in the recoverv of an additiona. 4.8 million barrels of oil that
would otherwise not be rzcovered. thereby preventing waste.

(14)  Approval of the proposed cooperative waterflood projzct should result in
the recovery o additional hycrocarbons from the Upper Blinebry fcrmation within the
project area that may otherwisz not be recovered, thereby preventing waste, and will not
violate correlative rights

(15)  There are three |3) wells within the “area of review,” described as follows,
that are not constructed adequately to preclude injected :luid from he Upper Blinebry
formation from migratirg intc and having possible detnmental effects on the Hobbs-
Drinkard Pool:

Operator & Well Name API Numrber Well Lccation

Occidental
Hobbs Gb/SA Unit No. 12 30-025-23384 Unit A, Section 30, T-18S, R38E

Occidental
Hobbs Gb/SA Unit No. 112 30-025-23207 Uri: D, Section 33, T-18S, R-38E



Case No. 12666
Order No. R-11638
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Texaco Exploration &
Production Inc.
H. D. McKinley No. 9 30-025-23221 Unit G, Section 30, T-18S, R-38E

(16)  The Hobbs 5b/SA Unit Wells No. 412 and 112 are currently completed as
producing wells within the Hobbs Greyburg-San Andres Pool. Both of these wells are
perforated in the Hobbs-Upper Blinebry and Hobbs-Drinkard Pools, and both lack a cast
iron bridge plug (CIBP) or other mechanical device that would provide separation
between these two pools. The H. D. McKinley Well No. 9 is an inactive producing well
in the Hobbs-Upper Blinebry and Hobbs-Drinkard Pools. This well currently has a CIBP
set above the Hobbs-Upper Blinebry Pool, but is not equipped with a CIBP or other
mechanical device that would provide separation between the Hobbs-Upper Blinebry and
Hobbs-Drinkard Pools in the wellbore.

(17)  Prior to commencing injection operations into any proposed injection well
located with:n one-half mile of the Hobbs Gb/SA Unit Wells No. 412 and
112, or the 4. D. McKinley Well No. 9, Texland should be required to
consult with the Hobbs District Office of the Division, Occidental and
Texaco Exp.oration and Production Inc., to devise and execute a plan
whereby remedial work will be conducted on these wellbores in order to
effectively isolate the Hobbs-Upper Blinebry Pool from the Hobbs-
Drinkard Pocl.

(18)  The operator should 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 sursace from injection, production, or plugged and abandoned
wells.

(19)  Injection should be accomplished through 2 3/8-inch internally plastic-
lined tubing installed in = packer set within 100 feet of the uppermost_injection
perforation in each well. The casing-tubing annulus should be filled withpoas thetf Fuid
and a gauge or approved lea<-detection device should be attached to thg:x?hnulus in order
to determine leakage in the casing, tubing, or packer. 2
o
00
(20)  The injection wells or pressurization system should b '@uipped with a
pressure control device or acceptable substitute that will limit f\%surface injection
pressure to no more than 1140 psi. .S“é( ' «

(21)  Prior to commr encing injection operations, the casing in each W‘é}‘fg}-?gmd
be pressure tested throughout the interval from the surface down to the proposed packer
setting depth to assure the integrity of such casing.



Case No. 12666
Order No. R-11638
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(22)  The operator snoild give advance notice to the supervisor of the
Division’s Hobbs District Office of the date and time {i) injection equipment will be
installed, (ii) the mechanical integrity pressure tests will be conducted on the proposed
injection wells, and (iii) remediai work will be conducted on the Hobbs Gb/SA Unit
Wells No. 112 and 412 and the H D. McKinley Well No. 9, so these operations may be
witnessed.

(23)  The operator should immediately notify the supervisor of the Division’s
Hobbs District Office of the faiiure of the tubing, casing or packer in zny of the injection
wells, or the leakage of water, oil or gas from or around any producing or plugged and
abandoned well within the projec: area, and should take all steps as may be timely and
necessary to correct such failure or leakage.

(24)  The proposed cooperative waterflood project should be approved and the
project should be governed by Division Rules No. 701 through 708.

(25) The applicant seeks to qualify the proposed waterflood project as an
“Enhanced Oil Recovery Project” pursuant ‘o the “Enhanced Oil Recovery Act” (NMSA
1978 Sections 7-29A-1 through 7-29A-5).

(26)  The evidence presented demonstrates that the proposed waterflood project
meets all the criteria for approval.

(27) The approved project area should initially comprise the entire Hobbs
Upper Blinebry Cooperative Waterflood Area; provided, however, the “project area”
and/or the producing wells eligible for the enhanced oil recovery (EOR) tax rate may be
contracted and reduced based upon the evidence presented by the applicant in its
demonstration of a positive production respense.

(28) To be eligible for the EOR tax rate, the operator should advise the
Division of the date and time water injection commences within the waterflood project.
At that time, the Division will certify the project to the New Mexico Taxation and
Revenue Department.

(29) At such time as a positive production response occurs, and within five
years from the date the project was certiiied to the New Mexico Taxation and Revenue
Department, the applicant must apply to the Division for certification of a positive production
response. This application shal: 1dentify the area benefiting from enhanced oil recovery
operations and the specific wells zligible for the EOR tax rate. The Division may review the
application administrativelv or set it for hearing. Based upon the evidence presented, the
Division will certify to the New Mexico Taxation and Revenue Department those wells that are
eligible for the EOR tax rate.
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(30)  The injection authority granted herein for the wells shown on Exhibit “A”
should terminate one year after the date of this order if the operator has not commenced
injection operations into th: wells; provided, however, the Division, upon written request
by the operator, may grant an extension for good cause.

ITIS THEREFORE ORDERED THAT:

(1) Texland Petroleum-Hobbs L.L.C. is hereby authorized to institute a
cooperative waterflood project within its Hobbs Upper Blinebry Pool Cooperative
Waterflood Area, describec as follows, by the injection of water into the Hobbs-Upper
Blinebry Pool through fifteen injtial injection wells, all as shown on Exhibit “A”":

Township 18 South. Range 38 East, NMPM, Lea County, New Mexico

Section 28: SW/4

Section 29: SW/4, S/2 SE/4, NW/4 SE/4, SW/4 NW/4,
Section 30: SE/4, S/2 NE/4

Section 31: NE/4 NE/4

Section 32: N/Z, SW/4

Section 33: NW/4, N/2 NE/4, SE/4 NE/4, NE/4 SE/4

(2)  The applicant’s request to include a 20-acre tract comprising the S/2
NW/4 NW/4 of Section 29. Township 18 South, Range 38 East, NMPM, within the
proposed project area is hereby denied.

(3) The operator shall take all steps necessary to ensure that the injected water
enters only the proposed irjection 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 internal
tubing installed in a packer set within 100 feet of the uppermost injectiof
each well. The casing-tubing annulus shall be filled with an inert fluj
approved leak-detection devize shall be attached to the annulus in ofger to determine
leakage in the casing, tubing, or packer. ©

(5)  The injection wells or pressurization system shall be et&i?ped with a
pressure control device or acceptable substitute that will limit the surface singeqiin
pressure to no more than 1140 psi. o
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(6) The Division Director may acministratively authorize a pressure limitation
in excess of the above upon a skowing by the operator that such higher pressure will not
result in the fracturing of the injection formation or confining strata.

(7)  Por to comnmencing injection operations, the casing in each well shall be
pressure tested throughout the :nterval from the surface cown to the proposed packer
setting depth to assure the integr:ty of such casing.

(8) Prior to commenciny injection operations into any proposed injection well
located within one-half mile of the Hobbs Gb/SA Unit Wells No. 412 and 112, or the H.
D. McKinley Well No. 9. as described in Finding No. (15), the applicant shall consult
with the Hobbs District Office of the Division, Occidental and Texaco Exploration and
Production Inc., to devise and execute a plan whereby remedial work will be conducted
on these wellbores in order to effectively isolate the Hobbs-Upper Blinebry Pool from the
Hobbs-Drinkard Pool.

(9)  The operator shall give advance notice to the supervisor of the Division’s
Hobbs District Office of “he date and time (i) injection equipment wiil be installed, (ii)
the mechanical integrity pressure tests will be conducted on the proposed injection wells,
and (iii) remedial work will be corducted on the Hobbs Gt/SA Unit Wells No. 112 and
412 and the H. D. McKinley Well No. 9, so these operations may be witnessed.

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

(11)  The waterfiood project is hereby designated the Hobbs Upper Blinebry
Cooperative Waterflood Project, and the applicant shall conduct injection operations in
accordance with Division Rules No. 701 through 708, and shall submit monthly progress
reports in accordance with Division Rules No. 706 and 1115.

(12)  The Hobbs Upper Blinebry Cooperative Waterflood roject is hereby
certified as an “Enhanced Oil Recovery Project.” The project area shall initially
comprise the entire Hobbs Upper Blinebry Cooperative Waterflood Area, provided,
however, the “project area” and/or the preducing wells cligible for the enhanced oil
recovery (EOR) tax rate may be contracted and reduced based upon the evidence
presented by the applicant in its deronstraticn of a positive sroduction response.
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(13)  To be eligible for the EOR tax rate, the operator shall advise the Division
of the date and time water njection commences within the waterflood project. At that
time, the Division will certify the project to the New Mexico Taxation and Revenue
Department.

(14) At such time as a positive production response occurs, and within five
years from the date the project was cerified to the New Mexico Taxation and Revenue
Department, the applicant must apply to the Division for certification of a positive production
response. This application shall identify the area benefiting from enhanced oil recovery
operations and the specific wells eligible for the EQR tax rate. The Division may review the
application administratively or set it for hearing. Based upon the evidence presented, the
Division will certify to the New Mexico Taxation and Revenue Department those wells that are
eligible for the EOR tax rate.

(15)  The injection authority granted herein for each well shown on Exhibit “A”
shall terminate one year after the date of this order if the operator has not commenced
injection operations into the well; provided, however, the Division, upon written request
by the operator, may grant an extension for good cause.

(16)  Jurisdiction is hereby retained for the entry of such further orders as ihe
Division may deem necessary.

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

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

Loéi WROTENBERY

Director -
asieteT
A




Exhibit “A”
Division Order No. R-11638

Hobbs Upper Blinebry Cooperative Waterl{lood Project

Approved Injection Wells

Well Name & Number API Well Location Injection Packer
Number Interval Depth

State “A” No. 9 N/A 215’ FNL & 150° FEL, Unit A, Section 32, T-18S, R-38E | 5700°-6100° 5,600
Bowers “A” Federal No. 41 N/A 130" FSL & 1400’ SEL, Unit O, Section 30, T-18S, R-38E | 5,700°-6,100" | 5,600
State “A-29" No. 10 N/A 110" FSL & 1490’ FWL, Unit N, Section 29, T-185, R-38E 5,700°-6,100° 5,600’
State “A” No. 8 N/A 1250" FNL & 1250’ FEL, Unit A, Section 22, T-18S, R-38E 5,700°-6,100" 5,600’
State “1-29” No. 9 N/A 1080’ FSL & 1300’ FEL, Unit P, Section 29, T-18S, R-38E 5,700°6,100" | 5.600°
W. D. Grimes NCT-A No. 22 N/A 1300" FNL & 25¢0" FWL, Unit C, Section 32, T-18S, R-38E 5,700°-6,100" 3,600’
W. D. Grimes NCT-A No. 24 N/A 150° FNL & 290" FWL, Unit D, Section 32, T-18S, R-38E 5.700°-6,100" | 5,600
Bowers “A” Federal No. 40 N/A 2440" FNL & 195° FWL, Unit E, Section 29, T-18S, R-38E 5,700-6,100" | 5,600°
W. D. Grimes NCT-A No. 25 N/A 140" FNL & 255C” FWL, Unit C, Section 32, T-18S, R-38E | 5,700°6,100" | 5,600
State *1-29” No. 7 N/A 140" FSL & 1200’ FEL, Unit P, Section 29, T-18S, R-38E 5,700°-6,100° | 5,600
W. D. Grimes NCT-A No. 21 /A 1090' ¥NL & 1370° FWL, Unit C, Section 32, T-18S, R-38E | 5,700°6,100" | 5,600’
W. D. Grimes NCT-A No. 23 N/A 2370’ ¥NL & 2325° FWL, Unit F, Section 32, T-18S. R-38E 5,700°-6,100’ 5,600’
Bowers “A” Federal No. 42 N/A 1290’ SL & 170° FWL, Unit M, Section 29, T-18S, R-38E } 5,700°-6,100° 5,600
Bowers “A" Federal No. 43 N/A 1378" FSL & 1155’ FWL, Unit L, Section 2.9, T-18S, R-38E : 5,700°6,100° | 5,600
Bowers “A” Federal No. 33 N/A 2505" ¥SL & 1415 FEL, Unit J, Section 3C, T-18S, R-38E i 5,700°6,100’ 5,600’




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. 12666
ORDER NO. R-11638-A

APPLICATION OF TEXLAND PETROLEUM-HOBBS, L.L.C. FOR APPROVAL
OF A WATERFLOOD PROJECT FOR ITS HOBBS UPPER BLINEBRY POOL
COOPERATIVE WATERFLOOD AREA AND QUALIFICATION OF SAID
PROJECT FOR THE RECOVERED OIL TAX RATE PURSUANT TO THE
ENHANCED OIL RECOVERY ACT, LEA COUNTY, NEW MEXICO.

AMENDED ORDER

BY THE DIVISION:

It appearing to the New Mexizo Oil Conservation Division (“Division”™) that
Order No. R-11638, dated August 20, 2001, does not correctly state the intended order of
the Division;

IT IS THEREFORE ORDERED THAT:

(1) All references within Order No. R-11638 to the Occidental Hobbs Gb/SA
Unit Well No. 112 (API No. 30-025-23207) located in Unit D of Section 33, Township
18 South, Range 38 East, N\MPM, Lea County, New Mexico, as found in Findings No.
15, 16, 17 and 22, and Ordering Paragraphs No. 8 and 9, are hereby amended to read:

Occidental Hobbs Gb/SA Unit Well No. 114.

(2)  The corrections set forth in this order shall be entered retroactively as of
August 20, 2001.




CASE NO. 12606
Order No. R-11638-A
Page 2

DONE a: Santa Fe, New Maxico, on the day and vear heremabove designated.

STATE OF NEW MEXICO
) \\-ﬁNS ERVATION DIVISION

T [Uhstzadiese to

“"LOR] WROTENBERY d

Director




/ATE OF NEW MEXICO

T 'AND NATURAL RESOURCES DEPARTMENT

\“‘\, .«{_ CONSERVATION DIVISION

| T

IN THE MATTER OF THE HEARING e
C?.‘LED BY THE OIL CONSERVATION Sz [ 2! f

DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 12666

, ORDER NO. R-11638

PLICATION OF TEXLAND PETROLEUM-HOBBS, L.L.C. FOR APPROVAL

OF A WATERFLOOD PROJECT FOR ITS HOBBS UPPER BLINEBRY POOL

COOPERATIVE WATERFLOOD AREA AND QUALIFICATION OF SAID

PROJECT FOR THE RECOVERED OIL TAX RATE PURSUANT TO THE
ENHANCED OIL RECOVERY ACT, LEA COUNTY, NEW MEXICO.

t ORDER OF THE DIVISION

BYl THE DIVISION:

 This case came on for hearing at 8:15 a.m. on June 14, 2001, at Santa Fe, New
Me*xco, before Examiner David R. Catanach.

NOW, on this 20th day of August, 2001, the Division Director, having considered
the tesnmony, the record, and the recommendations of the Examiner,

FINDS THAT:

(1)  Due public notice has been given and the Division has jurisdiction of this
case‘f and its subject matter.

' (2)  The applicant, Texland Petroleum-Hobbs, L.L.C. (“Texland™), seeks
autqonty to institute a waterflood project within its Hobbs Upper Blinebry Pool
Cooperative Waterflood Area (“Project Area”), described as follows, by the injection of
water into the Hobbs-Upper Blinebry Pool through fifteen initial injection wells, all as
shoWn on Exhibit “A” attached to this order:

Township 18 South, Range 38 East, NMPM, Lea County,

Section 28: SW/4 o
Section 29: SW/4, S/2 SE/4, NW/4 SE/ BW/4 N%%/Z—
S/2 NW/4 NW/4 4%%133
Section 30: SE/4, S/2 NE/4 o
Section 31: NE/4 NE/4
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Section 32: N/2,SW/4

S

—

Section 33: NW/4, N/2 NE/4, SE/4 NE/4, NE7:rS‘E/4

(3)  The project area comprises 1,580 acres and encompasses twelve separate

state, federal and fee leases, described as follows:

Lease Name

H. D. McKinley
Bowers “A”

State “A-29”

State “I-29”

W. D. Grimes

W. D. Grimes NCT;:B

State “B”

State “G”

State “A”

Shell State “A”

W. D. Grimes NCT-A
Fowler

Lease Type

Fee
Federal

State
State
Fee
Fee

State
State
State
State
Fee
Fee

Lease Description

Section 30:
Section 30:
Section 29:

Section 29:
Section 29:
Section 28:
Section 33:

Section 33:
Section 33:
Section 32:
Section 32:
Section 32:
Section 31:

S/2 NE/4

SE/4

W/2 SW/4, SW/4 NW/4,
S/2 NW/ANW/4

E/2 SW/4, NW/4 SE/4
S/2 SE/4

Sw/4

NE/4 SE/4, E/2 NE/4
NW/4 NE/4

N/2 NW/4

S/2 NW/4

N/2 NE/4

S/2 NE/4

W/2

NE/4 NE/4

All in Township 18 South, Range 38 East, NMPM

(4)  With the exception of the State “A” Lease, which is currently operated by
Apache Corporation (“Apache”), and the Shell State “A” Lease, which is currently
operated by Occidental Permian Limited Partnership (“Occidental’™), all of the leases
within the project area are currently operated by the applicant.

(5) The applicant testified that:

()

(b)

100% of the working interest in the State “A-29”,
State “I-29”, W. D. Grimes, W. D. Grimes NCT-B,
State “B”, State “G”, W. D. Grimes NCT-A, H. D.
McKinley, Bowers “A” and Fowler Leases is

owned by Texland,

100% of the working interest in the State “A” Lease
is owned by Apache, and 100% of the working
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interest in the Shell State “A” Lease is owned by
Occidental; and

(c)  there are over 300 royalty and overriding royalty
interest owners in various leases within the

proposed project area.

(6)  The proposed project area contains a 20-acre tract that comprises the S/2
NW/4 NW/4 of Section 29. The applicant’s evidence shows that there is a plugged and
abandoned well on this tract. The applicant’s proposed operations do not include
utilizing this plugged and abandoned well as either a producing or injection well within
the proposed waterflood project; therefore, this 20-acre tract should be excluded from the

proposed project area. |

(7)  The proposed project area encompasses a portion of the hobbs Upper-
Blinebry Pool. |

|

(8)  Within the project area, the applicant proposes to: ‘
a)  drill fifteen new injection wells in order to establish
a 40-acre five-spot injection pattern; !

b) initially utilize eight (8) producing wells located in
Sections 29, 30, 32 and 33, and probably drill
additional producing wells subsequent to achieving
waterflood response;

c) pursuant to an agreement Wwith Apache and
Occidental, operate the State “A” Well No. 9, a
leaseline injection well that will be located on
Apache’s State “A” Lease at a location 215 feet
from the North line and 150 feet from the East line

(Unit A) of Section 32;

d) pursuant to an agreement with Apache
* Occidental, operate the State “A” Well No.
leaseline injection well that will be locat

Apache’s State “A” Lease at a location 125 fee]j FEB 20G¢
HOBBS

from the North and East lines (Unit A) of S i‘ﬁ‘io
32; and ‘ o,
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e) maintain separate production facilities to allow for
the separate measurement and storage of production
from each of the producing leases within the project
area.

(9)  The applicant further testified that all production and revenue from the
project area will be separately maintained and paid on a lease basis.

(10)  The wells within the project area are in an advanced state of depletion.
Average production from the eight (8) existing producing wells is approximately 20
barrels of oil per day.

(11)  The geologic evidence demonstrates that the Upper-Blinebry formation is
continuous and correlatable across the project area.

(12)  Texland estimates that initial capital costs to implement waterflood
operations are approximately $5.8 million dollars. Applicant further testified that drilling
additional producing wells within the project area will add an additional $4.0 million
dollars to the project cost.

(13) Texland estimates that implementing waterflood operations within the
project area should result in the recovery of an additional 4.8 million barrels of oil that
would otherwise not be recovered, thereby preventing waste.

(14)  Approval of the proposed cooperative waterflood project should result in
the recovery of additional hydrocarbons from the Upper Blinebry formation within the
project area that may otherwise not be recovered, thereby preventing waste, and will not
violate correlative rights.

(15) There are three (3) wells within the “area of review,” described as follows,
that are not constructed adequately to preclude injected fluid from the Upper Blinebry
formation from migrating into and having possible detrimental effects on the Hobbs-
Drinkard Pool:

Operator & Well Name API Number Well Location

Occidental
Hobbs Gb/SA Unit No. 412 30-025-23384 Unit A, Section 30, T-18S, R38E

Occidental
Hobbs Gb/SA Unit No. 112 30-025-23207 Unit D, Section 33, T-18S, R-38E



