
NEW MEXICO ENERGY, MINERALS 
& NATURAL RESOURCES DEPARTMENT 

October 8,1997 

Department of Taxation & Revenue 
P.O. Box 630 
Santa Fe, New Mexico 87509-0630 

Attention: Mr. John Chavez, Secretary 

Re: Certification of EOR Project 
Layton Enterprises, Inc. 
Fox Pennsylvanian Waterflood Project 

Dear Secretary Chavez: 

Enclosed is a copy of the certification issued to Layton Enterprises, Inc. for its above referenced 
waterflood EOR Project, certified by the Division on October 8,1997, to be a qualified Enhanced 
Oil Recovery Project. I f the operator applies for certification of positive production response 
within five years from that date, these projects will be eligible for the recovered oil tax rate as 
provided in Laws 1992, Chapter 38. 

Only oil production from that portion of the lands identified in the certification which is actually 
developed for enhanced recovery will be eligible for the reduced tax rate. At the time positive 
production response is certified, we will identify for you the specific lands and wells within the 
project which qualify for the recovered oil tax rate. 

WJL/DRC 

Enclosures V 



NEW MEXICO ENERGY, "MINERALS 
<& NATURAL RESOURCES DEPARTMENT 

October 8, 1997 

Layton Enterprises, Inc. 
3103 79th Street 
Lubbock, Texas 79423 

Attention: Mr. Brad Layton 

CERTIFICATION OF ENHANCED OIL RECOVERY PROJECT 
FOR THE RECOVERED OIL TAX RATE 

The New Mexico Oil Conservation Division hereby certifies that the following Enhanced 
Oil Recovery Project has been approved by the Division as a secondary recovery project 
pursuant to the provisions of the New Mexico Enhanced Oil Recovery Act (Laws of 1992, 
Chapter 38). In order to qualify for the Recovered Oil Tax Rate, you must apply for certification 
of positive production response within five years from the date of this certification. Only 
production from that portion of the project area identified herein which is actually developed for 
enhanced recovery will qualify for the reduced tax rate. 

I f operation of this project is terminated for any reason, the operator of the project must 
notify the Division and the Secretary of the Taxation and Revenue Department not later than the 
thirtieth day after termination. 

NAME OF PROJECT: Fox Pennsylvanian Waterflood Project 

OCD ORDER NO.: R-l0846 dated July 16, 1997 

OPERATOR: 
ADDRESS: 

Layton Enterprises, Inc. 
3103 79th Street 
Lubbock, Texas 79423 

CERTIFICATION DATE: October 8, 1997 

Fox Pennsylvanian Waterflood Project Area 

Township 9 South. Range 36 East. NMPM 

Section 2: All 



EOR Project Certification 
Layton Enterprises, Inc. 
October 8, 1997 
Page 2 

APPROVED BY: 

xc: Mr. John Chavez, Secretary, New Mexico 
Taxation & Revenue Department 



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. 11784 
Order No. R-10846 

APPLICATION OF LAYTON ENTERPRISES 
INC. FOR A WATERFLOOD PROJECT, 
LEA COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

This cause came on for hearing at 8:15 a„rn. on June 12, 1997, at Santa Fe, New 
Mexico, before Examiner David R. Catanach. 

NOW, on this 16th day of July, 1997, the Division Director, having considered the 
testimony, the record, and the recommendations ofthe Examiner, and being fully advised in 
the premises, 

FINDS THAT: 

(1) Due public notice having been given as required by law, the Division has 
jurisdiction of this cause and the subject matter thereof. 

(2) The applicant, Layton Enterprises Inc., seeks authority to institute a pilot 
waterflood project within an area comprising all of Sections 1 and 2, the N/2 of Section 11 
and the SE/4 NE/4 ofSection 10, Township 9 South, Range 36 East NMPM, Lea County, 
and the S/2 and NW/4 ofSection 36, Township 8 South, Range 36 East, NMPM, Roosevelt 
County, by the injection of water into the Bough "C" member of the Pennsylvanian 
formation, Allison-Pennsylvanian Pool, through, the gross perforated interval from 
approximately 9,648 feet to 9,666 feet in its Fox "A" State Well No. 5 located 2310 feet from 
the North line and 2070 feet from the West line (Unit F) ofSection 2. 

(3) The applicant further seeks authority to utilize Devonian formation water as 
source water for its proposed pilot project by completing its Fox "A" State Well No. 5 in the 
following unconventional manner: 
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Complete the well utilizing 2 7/8 inch fiberglass-lined tubing 
installed in a packer set at 9,600 feet Utilize existing 
Devonian and Bough "C" perforations from approximately 
12,450 feet to 12,492 feet and 9,648 feet to 9,666 feet 
respectively, and allow Devonian formation water to freely 
flow within the wellbore into the Bough "C" interval, thereby 
expediting reservoir fillup. 

(4) Applicant testified that the proposed method of injection is necessary for the 
following reasons: 

a) the availability of source water for a project such as 
proposed is very limited in this area; and, 

b) the additional costs associated with lifting the 
Devonian water to the surface and re-injecting into the 
Bough "C" interval would render the project 
uneconomic. 

(5) The proposed pilot project area is comprised of various State and Federal 
leases. The applicant is the operator of all acreage within the proposed pilot project area. 
The interest ownership is common within the pilot project area with the exception of royalty 
and overriding royalty interest. 

(6) Applicant's plan of operation within the proposed pilot waterflood project 
area includes the following: 

a) initially convert the Fox "A" State Well No. 5 to 
injection and evaluate the technical feasibility and 
effectiveness of utilizing, this well in the 
unconventional manner described in Finding No. (3) 
above; 

b) inject no supplemental fluid down the 2 7/8 inch 
tubing in the Fox "A" State Well No. 5; 

c) utilize seven producing wells within the pilot project 
area to determine waterflood response; 

d) convert additional wells to injection: and expand 
waterflood operations as necessary to expedite 
reservoir fillup or in the event waterflood response is 
attained. 



CASE NO. 11784 
Order No. R-10846 
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(7) The producing wells within the pilot project area are in an advanced state of 
depletion within the Bough "C" interval of the Allison-Pennsylvanian Pool. Applicant 
testified that current production within the Bough "C" interval averages approximately 2 
BOPD. 

(8) Applicant estimates that if the proposed pilot project is successful, an 
additional 1-3 million barrels of oil may be recovered from the Bough "C" interval within 
the proposed project area. . 

(9) Applicant presented geologic testimony which indicates that the proposed 
pilot project area is located within the southwest portion ofthe Allison-Pennsylvanian Pool. 
Applicant further testified that the project area appears to be isolated from the main portion 
of the pool by a porosity barrier which lies just northeast of the proposed pilot project area 
and traverses the pool in a northwest to southeast direction. 

(10) Although the Devonian formation is productive in some areas in Township 
9 South, Range 36 East, (i.e. Allison-Devonian Pool, Crossroads-Devonian Pool, North 
Crossroads-Devonian Pool, etc.), the applicant has determined by well test that it is non
productive within the Fox "A" State Well No. 5. 

(11) Applicant testified that the bottomhole pressure within the Devonian 
formation is approximately 4,740 psi, and that fluid entry into the Bough "C" interval should 
occur at a bottomhole pressure of approximately 3,400 psi. 

(12) The engineering evidence mdicates that injection of water into the Bough "C" 
interval at a bottomhole pressure of 3,400 psi will not cause fracturing of the injection 
formation or confining strata. 

(13) Applicant estimates that injection into the Bough "C interval should initially 
occur at volumes of approximately 2000-2500 barrels of water per day. 

(14) Applicant further estimates that it will take approximately 10-12 million 
barrels of water to achieve reservoir fillup within the Bough "C" interval. 

(15) The proposed pilot waterflood project should result in the recovery of 
otherwise unrecoverable oil, thereby preventing waste. 

(16) The pilot waterflood project area should be initially limited to all of Section 
2. 

(17) Prior to commencing injection operations into the proposed injection well, 
the casing should be pressure tested throughout the interval from the surface down to the 
proposed packer setting depth, to assure the integrity of such casing. 
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(18) In the event the applicant injects fluid from the surface within the Fox "A" 
State Well No. 5, the pressurization system should be initially equipped with a pressure 
control device or acceptable substitute which will limit the surface injection pressure to no 
more than 1930 psi. 

(19) The Division Director should have the authority to administratively authorize 
a pressure limitation in excess of the pressure limitation described above upon a showing by 
the operator that such higher pressure will not result in the fracturing of the injection 
formation or confining strata. 

(20) The operator should give advance notification to the supervisor of the Hobbs 
District Office ofthe Division of the date and time of the installation of injection equipment 
and conductance of the mechanical integrity pressure test in order that the same may be 
witnessed. ' 

(21) The proposed pilot waterflood project should be approved and the project 
should be governed by the provisions of Rule Nos. 701 through 708 of the Oil Conservation 
Division Rules and Regulations. 

(22) Applicant proposes to monitor injection volumes within the Fox "A" State 
Well No. 5, pursuant to the requirements of Division Rule No. 704.B., in the following 
manner 

a tracer survey will be conducted on the Fox "A" State Well 
No. 5 initially, on a quarterly basis during the first year of 
operation, and annually thereafter. Injection volumes will be 
calculated based upon the results ofthe tracer surveys. 

(23) In order to monitor injection pressure, the applicant should be required to 
determine bottomhole injection pressure within the Fox "A" State Well No. 5 initially, and 
at least semi-annually thereafter. 

(24) The applicant should further be required to conduct a mechanical integrity 
pressure test on the Fox "A" State Well No. 5 on an annual basis. 

(25) The injection authority granted herein for the proposed injection well should 
terminate one year after the effective date of this order if the operator has not commenced 
injection operations into the subject well, provided however, the Division, upon written 
request by the operator, may grant an extension thereof for good cause shown. 
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IT IS THEREFORE ORDERED THATr 

(1) The applicant, Layton Enterprises Inc., is hereby authorized to institute a pilot 
waterflood project within all of Section 2, Township 9 South, Range 36 East, NMPM, Lea 
County, by the injection of water into the Bough "C member of the Pennsylvanian 
formation, AJlison-Pennsyivanian Pool, through, the gross perforated interval from 
approximately 9,648 feet to 9,666 feet in its Fox "A" State Well No. 5 located 2310 feet from 
the North line and 2070 feet from the West line (Unit F) of Section 2. 

(2) The applicant is further authorized to utilize Devonian formation water as 
source water for its proposed project by completing its Fox "A" State Well No. 5 in the 
following unconventional mannerr 

Complete the well utilizing 2 7/8 inch fiberglass-lined tubing 
installed in a packer set at 9,600 feet. Utilize existing 
Devonian and Bough "C" perforations from approximately 
12,450 feet to 12,492 feet and 9,648 feet to 9,666 feet, 
respectively, and allow Devonian formation water to freely 
flow within the wellbore into the Bough "C interval, thereby 
expediting reservoir fillup. 

(3) The applicant shall 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 surface from injection, production, or plugged and abandoned wells. 

(4) The casing-tubing annulus in the Fox "A" State Well No. 5 shall be filled with 
an inert fluid and equipped with an approved pressure gauge or attention-attracting leak 
detection device-. 

(5) In the event the applicant injects fluid from the surface within the Fox "A" 
State Well No. 5, the pressurization system shall be initially equipped with a pressure control 
device or acceptable substitute which will limit the surface injection pressure to no more than 
1930 psi. 

(6) The Division Director shall have the authority to administratively authorize 
a pressure limitation in excess of the above upon a showing by the operator that such higher 
pressure will not result in the fracturing of the injection formation or confining strata. 

(7) Prior to commencing injection operations, the casing within the Fox "A" State 
Well No. 5 shall be pressure-tested throughout the interval from the surface down to the 
proposed packer setting depth, to assure the integrity of such casing. 
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(8) The operator shall give advance notification to the supervisor of the Hobbs 
District Office of the Division of the date and time of the installation of injection equipment 
and of the conductance of the mechanical integri ty pressure test in order that the same may 
be witnessed. 

(9) The applicant shall immediately notify the supervisor of the Hobbs District 
Office of the Division of the failure ofthe tubing, casing or packer in the injection well, the 
leakage of water or oil from or around any producing well, or the leakage of water or oil 
from any plugged and abandoned well within the project area, and shall take such steps as 
may be timely and necessary to correct such failure or leakage-

(10) The subject pilot waterflood project is hereby" designated the Fox 
Pennsylvanian Waterflood Project, and the applicant shall conduct injection operations irr 
accordance with Division Rule Nos. 701 through 708 and shall submit monthly progress 
reports in accordance with Division Rule Nos. 706 and 1115. 

(11) The applicant shall conduct a tracer survey on the Fox "A" State Well No. 5 
prior to commencing injection operations, quarterly during the first year of operation, and 
annually thereafter in order to obtain data with which to calculate injection volumes. 

(12) In order to monitor injection pressure, the applicant shall determine the 
bottomhole injection pressure within the Fox "A" State Well No. 5 initially, and at least 
semi-annually thereafter. 

(13) The applicant shall be required to conduct a mechanical integrity pressure test 
on the Fox "A" State Well No. 5 on an annual basis. 

(14) The injection authority granted herein for the proposed injection wells shall 
terminate one year after the effective date of this order if the operator has not commenced 
injection operations into the subject wells, provided however, the Division, upon written 
request by the operator, may grant an extension thereof for good cause shown. 

(15) Jurisdiction of this cause is retained for the entry of such further orders as the 
Division may deem necessary. 

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

STATE OF NEW MEXICO 
OIL£ONSERVATI(SlN DTv 

,S E A L 



LkCATION FOR QUALIFICATION OF ENHANCED OIL RECOVERY PROJECT 

\ SEP** FOR-* THE RECOVERED OIL TAX RATE PURSUANT TO THE NEW MEXICO "ENHANCED 

OIL RECOVERY ACT" (Laws 1992, Chapter 38, Sections 1 through 5). 

5221 .M^^atioils^Bhall be executed and certified by the operator or its 
authorized representative having knowledge of the facts therein and 
shall contain: 

LAYTON ENTERPRISES, INC. 

a. Operators name and address; 3 1 0 3 7 9 t h s t -
LUBBOCK, TEXAS 79423 

b. Description of the project area including: (ATTN: BRAD LAYTON 806-745-4638) 

(1) a plat outlining the project area; MAP ATTACHED 

(2) description of the project area by section, township 
and range; 

Sec. 1 ; Sec . 2 ; Sec . 1 0 , SENE^*; Sec . 1 1 , N ^ ; T9S, R36E, LEA COUNTY, N . M . 

Sec . 3 6 , ShNW^; T8S, R36E, ROOSEVELT COUNTY, N . M . 

(3) total acres; 1800 Acres. 

(4) name of the subject pool and formation, ALLISQN PENN 

Status of operations in the project area: 

(1) if unitized, the name of the unit and the date and 
number of the Division Order approving the unit plan 
of operation; N A 

(2) if an application for approval of a unit plan has been 
made, the date the application was filed with the N A 

Division; and 

(3) if not unitized, identify each lease in the projeet area 
by lessor, lessee and legal description. 

LESSEE: LAYTON ENTERPRISES, INC. 

FOX A STATE LEASE. Sec. 2, T9S, R36E, Lea County, New Mexico. 

FOX B STATE LEASE. Sec. 36, SJ5, NW*, T8S, R36E, Roosevelt County, New Mexico. 

EL ZORRO C FEDERAL LEASE. Sec. 11, N^, T9S, R36E, Lea County, New Mexico. 

EL ZORRO G FEDERAL LEASE. Sec. 1, T9S, R36E, Lea County, New Mexico. 

EL ZORRO FREMONT FEDERAL LEASE. Sec. 1, Eh, T9S, R36E, Lea County, New Mexico. 



APPLICATION FOR QUALIFICATION OF EOR PROJECT. 
PAGE 2 

d. Method of recovery to be used: 

(1) identify fluids to be injected; DEVONIAN FORMATION WATER PLUS EVENTUAL 
PENN PRODUCED WATER. 

(2) if the Division has approved the project, provide the 
date and number of the Division Order; JULY 16, 1997 ORDER #R-I0846 

(3.) if the project has not been approved by the Division 
provide the date the application for approval was file-
with the Division on Form C-108. 

e. Description of the projeet: 

(1) A list of producing wells; FOX A STATE #1, #2, #3 
FOX B STATE #1, #2. 
EL ZORRO C FEDERAL #2, #3. 
EL ZORRO G FEDERAL #1. 

(2) A list of injection wells; FOX A STATE #5 
MERRELL #1 (Disposal) 

(3) capital cost of additional facilities; $100,000.00 

(4) total project cost; $1,250,000.00 

(5) the estimated total value of the additional production 
that will be recovered as a result of this project; $15,000,000.00 

(G) anticipated date for commencement of injection; 8-21-97 

(7) the type of fluid to be injected and the anticipated 
volumes; DEVONIAN FORMATION & PENN PRODUCED WATER @ i 5000 B/D. 

(8) if application is made for an expansion of an existin£ 
project, explain what changes in technology will be 
used or what additional geographic area will be addec N A 

to the project area. 

f. Production data: Provide graphs, charts and othei 
supporting data to show the production history and 
production forecast of oil, gas, casinghead gas and water 
from the proiect area. 

^ J SEE ATTACHED 



CERTIFICATION: 

The attached i n f o r m a t i o n i s submitted t o the New Mexico Energy, Minerals and 
Natura l Resources Department, O i l Conservation Commission as an a p p l i c a t i o n f o r 
q u a l i f i c a t i o n of enhanced o i l recovery p r o j e c t f o r the recovered o i l tax r a t e 
pursuant t o the New Mexico "Enhanced O i l Recovery Act" (Laws 1992, Chapter 38, 
Sections 1 through 5 ) . 

I hereby c e r t i f y t h a t the i n f o r m a t i o n submitted w i t h t h i s a p p l i c a t i o n i s t r u e 
and c o r r e c t t o the best of my knowledge and b e l i e f . 

LAYTON ENTERPRISES, INC. 
NAME: DONALD R. LAYTON ^ ^ TITLE: President 

SIGNATURE: DATE: 
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Case No. 11784 Exhibit No. 2 

Submitted hy: Layton Enterprises Inc. 
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APPLICATION FOR QUALIFICATION OF ENHANCED OIL RECOVERY PROJECT 

FOR THE RECOVERED OIL TAX RATE PURSUANT TO THE NEW MEXICO "ENHANCED 

OIL RECOVERY ACT" (Laws 1992, Chapter 38, Sections 1 through 5). 

4. All applications shall be executed and certified by the operator or its 
authorized representative having knowledge of the facts therein and 
shall contain: 

LAYTON ENTERPRISES, INC. 

a. Operators name and address; 3 1 0 3 7 9 t h s t * 
LUBBOCK, TEXAS 79423 

b. Description of the project area including: (ATTN: BRAD LAYTON 806-745-4638) 
(1) a plat outlining the project area; MAP ATTACHED 

(2) description of the project area by section, township 
and range; 

S e c . 1; S e c . 2; S e c . 10, SENE^; S e c . 11, N^; T 9 S , R36E, LEA COUNTY, N.M. 

S e c . 36, SJjNWJ,; T 8 S , R 3 6 E , ROOSEVELT COUNTY, N.M. 

(3) total acres; 1800 Acres. 

(4) name of the subject pool and formation, ALLISON PENN 

c. Status of operations in the project area: 

(1) if unitized, the name of the unit and the date and 
number of the Division Order approving the unit plan 
of operation; N A 

(2) if an application for approval of a unit plan has been 
made, the date the application was filed with the N A 

Division; and 

(3) if not unitized, identify each lease in the project area 
by lessor, lessee and legal description. 

LESSEE: LAYTON ENTERPRISES, INC. 

FOX A STATE LEASE. Sec. 2, T9S, R36E, Lea County, New Mexico. 

FOX B STATE LEASE. Sec. 36, Sh, NW*j, T8S, R36E, Roosevelt County, New Mexico. 

EL ZORRO C FEDERAL LEASE. Sec. 11, N*5, T9S, R36E, Lea County, New Mexico. 

EL ZORRO G FEDERAL LEASE. Sec. 1, Wh, T9S, R36E, Lea County, New Mexico. 

EL ZORRO FREMONT FEDERAL LEASE. Sec. 1, Eh, T9S, R36E, Lea County, New Mexico. 



APPLICATION FOR QUALIFICATION OF EOR PROJECT. 
PAGE 2 

Method of recovery to be used: 

(1) identify fluids to be injected; DEVONIAN FORMATION WATER PLUS EVENTUAL 
PENN PRODUCED WATER. 

(2) if the Division has approved the project, provide the 
date and number of the Division Order; JULY 16, 1997 ORDER #R-IO846 

(3.) if the project has not been approved by the Division 
provide the date the application for approval was file< 
with the Division on Form C-108. 

Description of the projeet: 

(1) A list of producing wells; FOX A STATE #1, #2, #3 
FOX B STATE #1, #2. 
EL ZORRO C FEDERAL #2, #3. 
EL ZORRO G FEDERAL #1. 

(2) A list of injection wells; FOX A STATE #5 
MERRELL #1 (Disposal) 

(<.) capital cost of additional facilities; $100,000.00 

(4) total project cost; $ 1,250,000.00 

(5) the estimated total value of the additional production 
that will be recovered as a result of this project; $15,000,000.00 

(6) anticipated date for commencement of injection; 8-21-97 

(7) the type of fluid to be injected and the anticipated 
volumes; DEVONIAN FORMATION & PENN PRODUCED WATER @ £ 5000 B /D. 

(8) if application is made for an expansion of an existin£ 
project, explain what changes in technology will bf 
used or what additional geographic area will be ad dec N A 

to the projeet area. 

Production data: Provide graphs, charts and othei 
supporting data to show the production history and 
production forecast of oil, gas, casinghead gas and water 
from the project area. 

SEE ATTACHED 



CERTIFICATION: 

The attached information i s submitted to the New Mexico Energy, Minerals and 
Natural Resources Department, O i l Conservation Commission as an application f o r 
q u a l i f i c a t i o n of enhanced o i l recovery project f o r the recovered o i l tax rate 
pursuant to the New Mexico "Enhanced O i l Recovery Act" (Laws 1992, Chapter 38, 
Sections 1 through 5). 

I hereby c e r t i f y that the information submitted with t h i s application i s true 
and correct to the best of my knowledge and b e l i e f . 

NAME: 
LAYTON ENTERPRISES, INC. 
DONALD R. LAYTON „ TITLE: President 

SIGNATURE: 
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APPLICATION FOR QUALIFICATION OF ENHANCED OIL RECOVERY PROJECT 

FOR THE RECOVERED OIL TAX RATE PURSUANT TO THE NEW MEXICO "ENHANCED 

OIL RECOVERY ACT" (Laws 1992, Chapter 38, Sections 1 through 5). 

All applications shall be executed and certified by the operator or its 
authorized representative having knowledge of the facts therein and 
shall contain: 

LAYTON ENTERPRISES, INC. 

a. Operators name and address; 3 1 0 3 79th st. 
LUBBOCK, TEXAS 79423 

b. Description of the project area including: (ATTN: BRAD LAYTON 806-745-4638) 

(1) a plat outlining the project area; MAP ATTACHED 

(2) description of the project area by section, township 
and range; 

Sec. 1; Sec. 2; Sec. 10, SENE^; Sec. 11, N^; T9S, R36E, LEA COUNTY, N.M. 

Sec. 36, ShNW ;̂ T8S, R36E, ROOSEVELT COUNTY, N.M. 

(3) total acres; 1800 Acres. 

(4) name of the subject pool and formation, ALLISON PENN 

Status of operations in the project area: 

(1) if unitized, the name of the unit and the date and 
number of the Division Order approving the unit plan 
of operation; N A 

(2) if an application for approval of a unit plan has been 
made, the date the application was filed with the N A 

Division; and 

(3) if not unitized, identify each lease in the projeet area 
by lessor, lessee and legal description. 

LESSEE: LAYTON ENTERPRISES, INC. 

FOX A STATE LEASE. Sec. 2, T9S, R36E, Lea County, New Mexico. 

FOX B STATE LEASE. Sec. 36, Sh, NW1 ,̂ T8S, R36E, Roosevelt County, New Mexico. 

EL ZORRO C FEDERAL LEASE. Sec. 11, N^, T9S, R36E, Lea County, New Mexico. 

EL ZORRO G FEDERAL LEASE. Sec. 1, Wh, T9S, R36E, Lea County, New Mexico. 

EL ZORRO FREMONT FEDERAL LEASE. Sec. 1, Eh, T9S, R36E, Lea County, New Mexico. 



APPLICATION FOR QUALIFICATION OF EOR PROJECT. 
PAGE 2 

Method of recovery to be used: 

(1) identify fluids to be injected; DEVONIAN FORMATION WATER PLUS EVENTUAL 
PENN PRODUCED WATER. 

(2) if the Division has approved the project, provide the 
date and number of the Division Order; JULY 16, 1997 ORDER #R-I0846 

(3.) if the project has not been approved by the Division 
provide the date the application for approval was file* 
with the Division on Form C-108. 

Description of the projeet: 

(1) A list of producing wells; FOX A STATE #1, #2, #3 
FOX B STATE #1, #2. 
EL ZORRO C FEDERAL #2, #3. 
EL ZORRO G FEDERAL #1. 

(2) A list of injection wells; FOX A STATE #5 
MERRELL #1 (Disposal) 

(3) capital cost of additional facilities; $100,000.00 

(4) total project cost; $1,250,000.00 

(5>) the estimated total value of the additional production 
that will be recovered as a result of this project; $15,000,000.00 

(6) anticipated date for commencement of injection; 8-21-97 

(7) the type of fluid to be injected and the anticipated 
volumes; DEVONIAN FORMATION & PENN PRODUCED WATER @ f 5000 B/D. 

(8) if application is made for an expansion of an existing 
project, explain what changes in technology will bt 
used or what additional geographic area will be addec 
to the project area. 

Production data: Provide graphs, charts and other 
supporting data to show the production history and 
production forecast of oil, gas, casinghead gas and water 
from the project area. SEE ATTACHED 



CERTIFICATION: 

The attached information i s submitted to the New Mexico Energy, Minerals and 
Natural Resources Department, O i l Conservation Commission as an application f o r 
q u a l i f i c a t i o n of enhanced o i l recovery project f o r the recovered o i l tax rate 
pursuant to the New Mexico "Enhanced O i l Recovery Act" (Laws 1992, Chapter 38, 
Sections 1 through 5). 

I hereby c e r t i f y that the information submitted with t h i s application i s true 
and correct to the best of my knowledge and b e l i e f . 

LAYTON ENTERPRISES, INC. 
NAME: DONALD R. LAYTON _ TITLE: President 

SIGNATURE 
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APPLICATION FOR QUALIFICATION OF ENHANCED OIL RECOVERY PROJECT 

(§ H |] W H THE RECOVERED OIL TAX RATE PURSUANT TO THE NEW MEXICO "ENHANCED 

p i t RECOVERY ACT" (Laws 1992, Chapter 38, Sections 1 through 5). 
? OCT - 2 1997 fl 
ji All appUc^Uoni'8hall be executed and certified by the operator or its 
^"a^horized representative having knowledge of the facts therein and 

- ~ — — — — i LAYTON ENTERPRISES, I N C . 

a. Operators name and address; 3 1 0 3 7 9 t h s t -
LUBBOCK, TEXAS 79423 

b. Description of the project area including: (ATTN: BRAD LAYTON 806-745-4638) 

(1) a plat outlining the project area; MAP ATTACHED 

(2) description of the project area by section, township 
and range; 

S e c . 1; S e c . 2; S e c . 10, SENE%; S e c . 11, N^; T 9 S , R 3 6 E , LEA COUNTY, N.M. 

S e c . 36, S^NWJ,; T 8 S , R 3 6 E , ROOSEVELT COUNTY, N.M. 

(3) total acres; 1800 Acres. 

(4) name of the subject pool and formation, ALLISON PENN 

c. Status of operations in the projeet area: 

(1) if unitized, the name of the unit and the date and 
number of the Division Order approving the unit plan 
of operation; N A 

(2) if an application for approval of a unit plan has been 
made, the date the application was filed with the N A 

Division; and 

(3) if not unitized, identify each lease in the projeet area 
by lessor, lessee and legal description. 

LESSEE: LAYTON ENTERPRISES, INC. 

FOX A STATE LEASE. Sec. 2, T9S, R36E, Lea County, New Mexico. 

FOX B STATE LEASE. Sec. 36, Sh, NŴ , T8S, R36E, Roosevelt County, New Mexico. 

EL ZORRO C FEDERAL LEASE. Sec. 11, Nh, T9S, R36E, Lea County, New Mexico. 

EL ZORRO G FEDERAL LEASE. Sec. 1, Ŵ , T9S, R36E, Lea County, New Mexico. 

EL ZORRO FREMONT FEDERAL LEASE. Sec. 1, Eh, T9S, R36E, Lea County, New Mexico. 



APPLICATION FOR QUALIFICATION OF EOR PROJECT. 
PAGE 2 

Method of recovery to be used: 

(1) identify fluids, to be injected; DEVONIAN FORMATION WATER PLUS EVENTUAL 
PENN PRODUCED WATER. 

(2) if the Division has approved the project, provide the 
date and number of the Division Order; JULY 16, 1997 ORDER #R-I0846 

(3.) if the project has not been approved by the Division 
provide the date the application for approval was file-
with the Division on Form C-108. 

Description of the projeet: 

(1) A list of producing wells; FOX A STATE #1, #2, #3 
FOX B STATE #1, #2. 
EL ZORRO C FEDERAL #2, #3. 
EL ZORRO G FEDERAL #1. 

(2) A list of injection wells; FOX A STATE #5 
MERRELL #1 (Disposal) 

(3) capital cost of additional facilities; $100,000.00 

(4) total project cost; $1,250,000.00 

(Ei) the estimated total value of the additional production 
that will be recovered as a result of this project; $15,000,000.00 

(6) anticipated date for commencement of injection; 8-21-97 

(7) the type of fluid to be injected and the anticipated 
volumes; DEVONIAN FORMATION & PENN PRODUCED WATER @ i 5000 B /D. 

(8) if application is made for an expansion of an existing 
project, explain what changes in technology will be 
used or what additional geographic area will be addec N A 

to the project area. 

Production data: Provide graphs, charts and othei 
supporting data to show the production history and 
production forecast of oil, gas, casinghead gas and water 
from the project area. „„„ 

J SEE ATTACHED 



CERTIFICATION: 

The attached information i s submitted to the New Mexico Energy, Minerals and 
Natural Resources Department, O i l Conservation Commission as an application f o r 
q u a l i f i c a t i o n of enhanced o i l recovery project for the recovered o i l tax rate 
pursuant to the New Mexico "Enhanced O i l Recovery Act" (Laws 1992, Chapter 38, 
Sections 1 through 5). 

I hereby c e r t i f y that the information submitted with t h i s application i s true 
and correct to the best of my knowledge and b e l i e f . 

NAME: 
LAYTON ENTERPRISES, INC. 
DONALD R. LAYTON /-) TITLE: President 

SIGNATURE: DATE: 
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