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

APPLICATION OF MESQUITE SWD, INC.
TO AMEND ADMINISTRATIVE ORDER
SWD-1696 FOR A SALT WATER DISPOSAL
WELL IN EDDY COUNTY, NEW MEXICO.

CASE ﬁo. (6308

APPLICATION

Mesquite SWD, Inc. (“Mesquite”), OGRID No. 161968, through its undersigned
attorneys, hereby makes this application to the Oil Conservation Division pursuant to the
provisions of N.M. Stat. Ann. § 70-2-12, for an order amending the size of tubing approved by
the Division in administrative order SWD-1696. An amendment is being requested to increase
the diameter of the approved injection tubing to allow for the use of 7 inch tubing inside the
surface and intermediate casings and 5 % inch tubing inside the liner. In support of this
application, Mesquite states as follows:

1. Mesaquite is the operator of the Mesa Verde SWD Well No. 3 Salt Water Disposal
Well (API 30-015-44676). On October 20, 2017, the Oil Conservation Division authorized
Mesquite through Administrative Order SWD-1696 to use the Mesa Verde SWD Well No. 3 for
disposal of oil filed produced water through an open-hole interval within the Devonian and
Silurian formations from 16620 feet to 17820 feet.

2. The order issued by the Division approving injection operations into the well
states that injection will occur through “either an internally-coated, 5-1/2-inch or smaller tubing

inside the surface and intermediate casings, and a 4-1/2-inch or smaller tubing inside the liner.”
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4. Mesquite seeks an amendment to this order, allowing it to use 7 inch tubing inside
the surface and intermediate casings and 5 %; inch tubing inside the liner.

5. Mesquiie further seeks to increas;a injection rates to a maximum of 40,000 bbls
per day.

6. - The Mesa Verde SWD Well No. 3 well is located 1030 feet from the South line
and 2635 feet from the West line, Unit N of Section 13, Township 24 South, Range 31 East,
NMPM, Eddy County, New Mexico.

7. The granting of this application will avoid the drilling of unnecessary wells, will
prevent waste, and will protect correlative rights.

WHEREFORE, Mesquite requests that this application be set for hearing before an
Examiner of the Oil Conservation Division on July 12, 2018; and that after notice and hearing,
the Division enter its order approving this application to amend Administrative Order SWD-1696
to increase the diameter of the injection tubing in the Mesa Verde SWD Well No. 3 to allow for
the use of 7 inch tubing inside the surface and intermediate casings and 5 % inch tubing inside

the liner and to increase the injection rates for the well.

Respectfully submitted,

MODRALL, SPERLING, ROEHL, HARRIS
& SISK, P.A.

By:m —
Jennifer Bradfute
Post Office Box 2168
Bank of America Centre
500 Fourth Street NW, Suite 1000
Albuquerque, New Mexico 87103-2168
Telephone: 505.848.1800
Attorneys for Applicant




CASE NO. : Application of Mesquite SWD, Inc. to Amend Administrative
Order SWD-1696 for a Salt Water Disposal Well in Eddy County, New Mexico. Applicant
seeks an order from the Division amending Administrative Order SWD-1696 to permit an
increase in the diameter of the injection tubing in its Mesa Verde SWD Well No. 3 to allow for
the use of 7 inch tubing inside the surface and intermediate casings and 5 % inch tubing inside
the liner and to increase the injection rates for the well. The subject well is located in Unit N of
Section 13, Township 24 South, Range 31 East, NMPM, Eddy County, New Mexico. Said well
is located approximately 30 miles east of Carlsbad, New Mexico.
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Administrative Order SWD-1696
October 20, 2017

_ ADMINISTRATIVE ORDER
OF THE OIl. CONSERVATION DIVISION

Pursuant to the provisions of Division Rule 19.15.26.8B. NMAC, Mesquite SWD, Inc. (the
“operator”) seeks an administrative order for its Mesa Verde SWD Well No. 3 (“proposed well™)
with a location of 1030 feet from the South line and 2635 from the West line, Unit N of Section
13, Township 24 South, Range 31 East, NMPM, Eddy County, New Mexico, for the purpose of

commercial disposal of produced water.

THE DIVISION DIRECTOR FINDS THAT:

The application has been duly filed under the provisions of Division Rule 19.15.26.8B.
NMAC and satisfactory information has been provided that affected parties as defined in said rule
have been notified and no objections have been received within the prescribed waiting period. The
applicant has presented satisfactory evidence that all requirements prescribed in Rule 19.15. 76.8
NMAC have been met and the operator is in compliance with Rule 19.15.5.9 NMAC.

IT IS THEREFORE ORDERED THAT:

The applicant, Mesquite SWD, Inc. (OGRID 161968), is hereby authorized to utilize its
Mesa Verde SWD Well No. 3 (API 30-015-pending) with a location of 1030 feet from the South
line and 2635 from the West line, Unit N of Section 13, Township 24 South, Range 31 East,
NMPM, Eddy County, for disposal of oil field produced water (UIC Class II only) through an open
hole interval consisting of the Devonian and Silurian formations from 16620 feet to approximately

17820 feet.

Injection will occur through either an internally-coated, 5-1/2-inch or smaller tubing inside
the surface and intermediate casings, and a 4-1/2-inch or small tubing inside the liner. Further, a
packer shall be set within 100 feet of the uppermost perforation.

This permit does not allow disposal into the Ellenburger formation (lower Ordovician) or
lost circulation intervals directly on top and obviously-connected to this formation.

Prior to commencing disposal, the operator shall sybmit mudlog and geophysical logs
information, to the Division’s District geologist and Santa Fe Bureau Engineering office, showing
evidence agreeable that only the permitted formation is open for disposal including a summary o

1220 South St. Francis Drive » Santa Fe, New Mexico 87505
Phone (505) 476-3441 = Fax (505) 476-3462 » email: www.emnrd.state.nm.us/ocd
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depths (picks) for contacts of the formations which the Division shall use to amend this order for
a final description of the depth for the injection interval.

IT IS FURTHER ORDERED THAT:

The operator shall take all steps necessary to ensure that the disposed water enters only the
approved disposal interval and is not permitted to escape to other formations or onto the surface.
This includes the completion and construction of the well as proposed in the application and, if
necessary, as modified by the District Supervisor.

The operator shall circulate the cement behind the casing to surface for all surface and
intermediate casings. ’

The operator shall run a CBL (or equivalent) across the 7-5/8-inch liner from 500 feet
above the liner to the bottom of the liner to demonstrate a good cement across to demonstrate a
good cement across the liner and good cement bond across the 9-5/8-inch casing.

If significant hydrocarbon shows occur while drilling, the operator shall notify the
Division’s District II and the operator shall be required to receive written permission prior to

commencing disposal.

Within two years after commencing disposal, the operator shall conduct an injection
survey, consisting of a temperature log or equivalent, over the entire injection interval using
representative disposal rates. Copies of the survey results shall be provided to the Division’s
District Il office and Santa Fe Engineering Bureau office.

After installing tubing, the casing-tubing annulus shall be loaded with an inert fluid and
equipped with a pressure gauge or an approved leak detection device in order to determine leakage
in the casing, tubing, or packer. The casing shall be pressure tested from the surface to the packer
setting depth to assure casing integrity.

- The well shall pass an initial mechanical integrity test (“MIT”) prior to initially
commencing disposal and prior to resuming disposal each time the disposal packer is unseated.
All MIT procedures and schedules shall follow the requirements in Division Rule 19.15.26.11A.
NMAC. The Division Director retains the right to require at any time wireline verification of
completion and packer setting depths in this well.

The wellhead injection pressure on the well shall be limited to no more than 3324 psi, but
may be modified by the Division Director following the completion of the initial Step-Rate Test.
In addition, the disposal well or system shall be equipped with a pressure limiting device in
workable condition which shall, at all times, limit surface tubing pressure to the maximum
allowable pressure for this well.

The Director of the Division may authorize an increase in tubing pressure upon a proper
showing by the operator of said well that such higher pressure will not result in migration of the
disposed fluid from the target formations. Such proper showing shall be demonstrated by sufficient
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evidence including but not limited to an acceptable Step-Rate Test. -

The operator shall notify the supervisor of the Division’s District Il office of the date and
time of the installation of disposal equipment and of any MIT so that the same may be inspected
and witnessed. The operator shall provide written notice of the date of commencement of disposal
to the Division’s District II office. The operator shall submit monthly reports of the disposal
operations on Division Form C-1135, in accordance with Division Rules 19.15.26.13 and 19.15.7.24

NMAC.

The injection authority granted under this order is not transferable except upon Division
approval. The Division may require the operator to demonstrate mechanical integrity of any
injection well that will be transferred prior to approving transfer of authority to inject.

This proposed salt water disposal well’s location was selected with collaboration from
OXY USA, Inc, to not interfere with future development in the vicinity. As a result, the proposed
salt water disposal well is within 10 feet of a Unit boundary.

The disposal authority granted herein shall terminate two (2) years after the effective date
of this Order if the operator has not commenced injection operations into the subject well. One
year after the last date of reported disposal into this well, the Division shall consider the well
abandoned, and the authority to dispose will terminate ipso facto. The Division, upon written
request mailed by the operator prior to the termination date, may grant an extension thereof for

good cause.

Compliance with this Order does not relieve the operator of the obligation to comply with
other applicable federal, state or local laws or rules, or to exercise due care for the protection of
fresh water, public health and safety and the environment.

Jurisdiction is retained by the Division for the entry of such further orders as may be.
necessary for the prevention of waste and/or protection of correlative rights or upon failure of the
operator to conduct operations (1) to protect fresh or protectable waters or (2) consistent with the
requirements in this order, whereupon the Division may, after notice and hearing, terminate the

disposal authority granted herein.

DAVID R. CATANACH
Director

DRC/mam

cc: Oil Conservation Division — Artesia District Office
Bureau of Land Management - Carlsbad
Administrative Application - pMAM1726254295




Mesquite SWD, Inc.
Mesa Verde SWD #3
API #30-015-44676
1030' FSL & 2635' FWL
Section 13, T24S, R31E, Eddy County, NM

Proposed Well Bore Diagram

Amended 06/01/2018

KB: 3623
GL: 3597
Surface Casing
Size: 20" 94# J-55 BTC
Set @: 857 857
Sx Cmt: 1350
TOC: Surf (circulated)
Hole Size: 26"
1st Intermediate Casing 4521'
Size: 13 3/8" 54.5# NE80O BTC
Set @: 4521
Sx Cmt: 2405
TOC: Surf (circulated)
Hole Size: 17 1/2"
2nd intermediate Casing
Size: 9 5/8" 53.5# P-110 BTC
Set @: 12030
Sx Cmt: 2360
TOC: Surf
Hole Size: 12 1/4"
Liner
Size: 7 5/8" 39# ECP-110 J-2/STL FJ .
Top: 11457 d | 11250'
Set @: 16927 y
Sx Cmt: 350 : 11457
TOC: 11457" 3 0
Hole Size: 8 1/2" A 12030
Open Hole
Interval: 16927' - 18032’
Hole Size: 6 1/2"
Tubing
7" 26# P-110 Tbg @ 11249"
7" x5 1/2" X-Over @ 11250"
7 5/8" x 5 1/2" Dual Bore Permapak Packer @ 16925’
5 1/2" 20# JFE Bear Tbg @ 16960’
d 16927"
Open hole acid if required
Tubing annulus w/corrosion inhibitor
Complete surface head for disposal TD 18032'

Notes:
Tubing and packer is proposed

Tops from Delaware down are actual tops from mud log.

Amended 06/01/2018 Melanie Wilson

Not to Scale

Casing and cement shown are existing in well bore

Rustler est 720’

Top of Salt est 1060'

Base of Salt est 4370
DVT @ 4570’
Delaware Mtn group 4646' (actual)

DVT @ 7021'

Bone Spring 8490' (actual)

Wolfcamp 11993’

Strawn 13935’ (actual)
Atoka 14081’ (actual)

Morrow15151' (actual)

Mississippi Lime 16397" (actual)

Devonian 16913’ (actual)
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@ NYD Proposed Devonian SWD Well

@ Existing Devonian SWD Well
Townships 23-24 South, Ranges 31-32 East, NMPM

Map of Existing & Proposed Devonian SWD Wells
Eddy County, New Mexico

Mesquite SWD, Inc.
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STATE OF NEW MEXICO
DEPARTMENT OF ENERGY, MINERALS AND NATURAL RESOURCES
OIL CONSERVATION DIVISION

APPLICATION OF MESQUITE SWD, INC.
TO AMEND ADMINISTRATIVE ORDER
SWD-1696 FOR A SALT WATER DISPOSAL
WELL IN EDDY COUNTY, NEW MEXICO.

CASE NO. 16308

AFFIDAVIT
STATE OF NEW MEXICO )
) ss.
COUNTY OF BERNALILLO )

Jennifer L. Bradfute, attorney in fact and authorized representative of Mesquite SWD,
Inc., the Applicant herein, being first duly sworn, upon oath, states that the above-referenced

Application was provided under the notice letter and that proof of receipt is attached hereto.

o s =
Jenfifer L BRINES ™\

SUBSCRIBED AND SWORN to before me this 11th day of July, 2018 by Jennifer L.
Bradfute. /_Z

My commission expires:_[1 —O0 T~ (9

OFFICIAL SEAL

Zina Crum

NOTARY PUBLIC
STATE OF NEW y’Exmo

My Commission Expires: - o

EXHioi
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“rum ) 7

1rawws all Sperling
500 4th Street NW Type of Mailing: CERTIFIED
Suite 1000 06/19/2018 .
Albuquerque NM 87102 Firm Mailing Book ID: 145605
Rest.Del.Fee
Line Article Number Name, Street & P.  Address Postage Fee R.R.Fee Reference Contents
1 9314 8699 0430 0047 8440 74 BLM [ $3.45 $1.50  87366-0001 $0.00
620 E Greene St Notice
Carlsbad NM 88220
2 9314 8699 0430 0047 8440 81 Chevron USA, Inc. $3.45 $1.50  87366-0001 $0.00
6301 Deauville Blvd Notice
Midland TX 79706
3 9314 8699 0430 0047 8440 98 COG Operating LLC : $3.45 $1.50  87366-0001 $0.00
600 W Illinois Ave Notice
Midland TX 79701
4 9314 8699 0430 0047 8441 04 Devon Energy Production Company LP . $3.45 $1.50  87366-0001 $0.00
333 W Sheridan Ave Notice
Oklahoma City OK 73102
5 9314 8699 043( 147 8441 11 EOG Resources, Inc. $1.21 $3.45 $1.50  87366-0001 $0.00
104 S. Fourth St. Notice
Artesia NM 88210
6 9314 8699 0430 0047 8441 28 EOG-Y Resources, . $1.21 $3.45 $1.50  87366-0001 $0.00
105 South 4th St Notice
Artesia NM 88210
7 9314 8699 0430 0047 8441 35 OXY USA; Inc. $1.21 $3.45 $1.50  87366-0001 $0.00
5 Greenway Plaza Notice
Houston TX 77046
8 9314 8699 0430 0047 8441 42 Tap Rock Operating, LLC $1.21 $3.45 $1.50  87366-0001 $0.00
602 Park Point Drive, Suite 200 Notice
Golden CO 80401
Totals: $9.68 $27.60 $12.00 $0.00
Grand Total: $49.28
List Number of Pieces Total Number of Pieces Postmaster: Dated:
Listed by Sender Received at Post Office Name of receiving employee
8
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CARLSBAD

C

URRENT-ARGUS

AFFIDAVIT OF PUBLICATION

Ad No.
0001251849

MODRALL SPERLING
PO BOX 2168

ALBUQUERQUE NM 87103

I, a legal clerk of the Carlsbad Current-Argus,
a newspaper published daily at the City of
arlsbad, in said county of Eddy, state of New
Mexico and of general paid circulation in said
county; that the same is a duly qualified
newspaper under the laws of the State wherein
legal notices and advertisements may be
published; that the printed notice attached
ereto was published in the regular and entire
tion of said newspaper and not in supplemen
thereof on the date as follows, to wit:

06/22/18

L 21

Subscribed and swornt ore me this
22nd of June 2018.

olate vt vvi, vuuiily of Brown
NOTARY PUBLIC

n Expires

CASE No. 16308: Notice to all affected parties,
inciuding EOG-Y Resources, Inc.; EOG [ our-
ces, Inc.; Devon Energy Production Company
LP; COG Operating LLC; Chevron USA, Inc.; OXY
USA, iInc.; Tap Rock Operating, LLC; and the Bu-
reau of Land Management of Mesquite SWD,
Inc.’s application to Amend Administrative Or-
der SWD-1696 for a Salt Water Disposal Well in
Eddy County, New Mexico. The State of New
Mexico, through its Oil Conservation Division,
hereby gives notice that the Division will con-
duct a public hearing at 8:15 a.m. on July 12,
2018, to consider this application. Applicant
seeks an order from the Division amending Ad-
ministrative Order SWD-1696 to permit an in-
crease in the diameter of the in tion tubing in
its Mesa Verde SWD Well No. 3 to allow for the
use of 7 inch tubing inside the surface and in-
termediate casings and 5 % inch tubing inside
the liner and to increase injection rates. The
subject well is located in Unit N of Section 13,
Township 24 South, Range 31 East, NMPM, Ed-
dy County, New Mexico. Said well is located
approximately 30 miles east of Carlsbad, New

Mexico.
Published June 22, 2018
t

1001251849
r o 16308
# of Affidavits :0.00

TARA MONDLQCH
No?ary Public
State of Wisconsin




Stratigraphic

Key Feature

Age Unit
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Stratigraphic chart for the Delaware Basin from Broadhead (2017).

tabbles®

EXHIBIT

0




Delaware Basin Stratigraphic Unit Descriptions

Lower Paleozoic

Woodford Shale (Upper Devonian)

The Woodford Shale is dominated by organic-rich mudstone interbedded with carbonate
(limestone and/or dolostone) beds, chert beds and radiolarian laminae. This unit has been
interpreted to include sedimentary gravity-flow deposits. Dominantly shale means lower porosity
and permeability than the limestone/dolostone units above and below. The Woodford Shale is
unconformable on the units below it. Locally this contact includes solution cavities and fissures
down into the underlying carbonate unit(s), creating a complex boundary. It is up to 150” thick
locally.

Thirtyone Formation (Lower Devonian)

The Thirtyone Formation is part of a wedge of sedimentary rocks that thins to the north
and the west where the wedge ends up truncated beneath the base of the overlying Woodford
Shale. The Thirtyone Formation is only present in southeastern Lea County and consists of an
upper coarsely crystalline dolostone unit and lower chert unit. This unit is not present in the area

of concem.

Wristen Group (Middle-Upper Silurian)

The Wristen Group consists of interbedded limestone and dolostone that has a maximum
thickness in Lea County, then thins to the north and the west. Thicknesses range from 0 to 1,400’
thick. In the Delaware Basin, it occurs up to 19,000’ below land surface, then rises to 10,000’ to
12,000’ subsurface to the north and west. It represents deposition in a shelf-margin environment
and includes buildups of coral reefs, stromatoporoids and other invertebrate colonialists. The
carbonate beds include boundstones, rudstones and oolitic grainstones with significant primary
porosity. To the north, reservoirs targeted for production are dolomitic with vugular and fracture-

related porosity.

Fusselman Formation (Late Ordovician-Lower Silurian)

The Fusselman Formation is almost entirely dolostone and can be up to 1,500 thick. As
with the overlying Thirtyone Formation and Wristen Group, the Fusselman Formation thinks to
the north and west where it is truncated beneath the Woodford Shale to the north of where the
Wristen Group pinches out. In Lea County, the Fusselman Formation can be 18,000” or more
below land surface. It is primarily coarsely crystalline dolostone that is vugular, fractured and/or
brecciated, with significant secondary porosity due to the fracturing and brecciation.

EXHIBIT
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Montoya Group (Middle-Upper Ordovician)

The Montoya Formation includes three dolostone members overlying a sandstone unit.
The three upper carbonate units include the Upham, Aleman and Cutter Members and the lower
sandstone unit is the Cable Canyon Sandstone. The entire package can be up to 600’ thick and
depth to the top of the unit ranges from 5,500° near the northern pin:  out in Chaves County to as
much as 20,000 in southern Lea County. The Montoya Group was stripped from the higher parts
of the Central Basin Platform by erosion in the Late Pennsylvanian and Early Permian.

Simpson Group (Middle-Upper Ordovician)

The Simpson Group in a heterogeneous unit with limestone, dolostone, sandstone and
green shale horizons. Up to 1000’ thick, it is dominated by the shale beds (55% of total
thickness), followed by the dolostone and limestone beds (40%) and finally sandstone (5%). The
shale horizons can serve as a permeability barrier between the underlying Precambrian basement
rocks and overlying reservoirs where the Simpson Group is present and has sufficient thickness.
Depths to the Simpson Group range from 6,700’ on parts of the Central Basin Platform to up to
21,000’ in the Delaware Basin.

Ellenburger Formation (Lower Ordovician)

The Ellenburger Formation is up to 1000 thick and composed of limestone and
dolostone that represent cyclic deposition in waters of the inner platform with restricted
circulation. Porosity in the Ellenburger Formation includes porosity in the matrix, vugs, major
karst dissolution features, collapse karst breccias and fractures. Depths to the top of the unit
range from 7,500° on the Central Basin Platform to up to 22,000’ in the Delaware Basin.
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Tubing specifications for the 5.5 tubing:

5.5" 20 # p-110
Body OD- 5.5"
Coupling OD 6.05"
ID-4,778"

Burst- 12,640#'s
Collapse- 11,100#'s

Approved wells with 7" x 5.5" tubing:

VL SWD #1

Station SWD #1

e West Gramma Ridge SWD #1
Cypress SWD #1






