STATE OF NEW MEXICO
ENERGY, MIN“RALS AND NATURAL R™SOURCES DIVISION
OIL CONSERVATION DIVi3ION

APPLICATION OF HELMS ~'L & GAS LLC FOR
APPROVAL OF A SALTWATER DISPOSAL WELL, 7
LEA COUNTY, NEW MEXICO. Case No. /GO 3

FEB 142018 m03:595
APPLICATION

Helms Oil & Gas, LLC, by and through its counsel, Gallegos Law Firm, P.C.,
hereby files this application for an order approving the drilling of a commercial saltwater
disposal well in Unit E, Section 20, T26S, R35E, Lea County, New Mexico. In support
of this application, Helms states:

1. Helms Oil & Gas, LLC (OGRID 372153) is the contract operator for
Mustang Operating SWD. Mustang has a surface use agreement with Beckham Ranch,
the surface owner of land on which the well will be drilled, which authorizes Mustang
and Helms to drill and operate the proposed well on the lands at issue.

2. Helms originally intended to seek administrative approval for the disposal
well and published notice in the Hobbs News Sun in [ nber, 2017. Helms received
no response to the published notice.

3. Helms has determined to seek appro' * through the formal application
process. A copy of Helms’ C-108 form is attached as Exhibit A.

4, Helms is providing notice of this application by certified mail to the surface
owner(s), designated operators and affected persons within a 2z mile radius pursuant to
Rule 19.15.26.8(B) NMAC. A list of those persons :n I is attached as an exhibit to

the C-108 form.



5. The disposal well will be newly drilled, completed and cemented. It will
not utilize a preexisting wellbore. The well will be drilled at a location 1,980 feet FNL &
660 feet FWL in Section 20, T26S, R35E, Lea County, New Mexico. The target zone
for disposal is the Upper Delav - 3 (Bell Canyon and Cherry Canyon) from 5,620 feet to
a maximum depth of 7,420 feet. Maximum injection pressure will be 1,124 psi with a
maximum rate limited by such pressure.

6. There is significant demand for saltwater disposal in Lea County given the
level of drilling and production activity. The scarcity of produced water disposal facilities
is impeding the development of horizontal oil wells in Lea and Eddy Counties.

7. The granting of this application will prevent waste and protect correlative
rights.

8. A copy of the proposed advertisement is attached as Exhibit B.

WHERF ™ ™~ORE, Helms Qil & Gas LLC requests that the Division set this matter
for hearing before an Examiner of the Oil Conservation Division on March 22, 2018, and

that after notice and hearing enter an order approving this application.

Respectfully submitted,
GALLEGOS LAW FIRM, P.C.

By_ /s/ Mich==! ). Condon
J.E. C .EGOS
MICHAEL J. CONDON
460 St. Miche Drive, Bidg. 300
Santa Fe, New Mexico 87505

R R R R R e e R L LR R TIE SN

Attorneys for Helms Oil & Gas, LLC






Side 2

III. WELL DATA

A.

XIv.

The following well data must be submitted for each injection well covered by this application. The data must be both in tabular and
schematic form and shall include:

(1) Lease name; Well No.; Location by Section, Township and Range; and footage location within the section.

(2) Each casing string used with its size, setting depth, sacks of cement used, hole size, top of cement, and how such top was
determined.

(3) A description of the tubing to be used including its size, lining material, and setting depth.
(4) The name, model, and setting depth of the packer used or a description of any other seal system or assembly used.

Division District Offices have supplies of Well Data Sheets which may be used or which may be used as models for this purpose.
Applicants for several identical wells may submit a "typical data sheet" rather than submitting the data for each well.

The following must be submitted for each injection well covered by this application. All items must be addressed for the initial well.
Responses for additional wells need be shown only when different. Information shown on schematics need not be repeated.

(1) The name of the injection formation and, if applicable, the field or pool name.
(2) The injection interval and whether it is perforated or open-hole.
(3) State if the well was drilled for injection or, if not, the original purpose of the well.

(4) Give the depths of any other perforated intervals and detail on the sacks of cement or bridge plugs used to seal off such
perforations.

(5) Give the depth to and the name of the next higher and next lower oil or gas zone in the area of the well, if any.
PROOF OF NOTICE

All applicants must furnish proof that a copy of the application has been furnished, by certified or registered mail, to the owner of the
surface of the land on which the well is to be located and to each leasehold operator within one-half mile of the well location.

Where an application is subject to administrative approval, a proof of publication must be submitted. Such proof shall consist of a
copy of the legal advertisement which was published in the county in which the well is located. The contents of such advertisement
must include:

(1) The name, address, phone number, and contact party for the applicant;

(2) The intended purpose of the injection well; with the exact location of single wells or the Section,
Township, and Range location of multiple wells;

(3) The formation name and depth with expected maximum injection rates and pressures; and,

(4) A notation that interested parties must file objections or requests for hearing with the Oil Conservation Division, 1220 South St.
Francis Dr., Santa Fe, New Mexico 875035, within 15 days.

NO ACTION WILL BE TAKEN ON THE APPLICATION UNTIL PROPER PROOF OF NOTICE HAS BEEN SUBMITTED.

w1 E: Surface owners or offset operators must file any objections or requests for hearing of administiauve appucauons wiumn 15 uays
from the date this application was mailed to them.
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HELMS OIL & GAS, LLC — Beckham Ranch 20 SWD #1
C-108 Item VIl -2

Closed System

The SWD will be operated as a closed system.
The system will utilize a tank battery facility I ed adjacen” ~ ‘he wellsiteto: »mmodate bothtn = Tand
pipeline delivered produced water. It is tentatively estimated that 60% of the PW will be delivered via tanker

trucks and 40% will be delivered via pipelines laid to offsetting wells.

The tank battery will generally consist of:

3 1,000 bbl steel coated “off-load” tanks

2 750 bbl vertical gun barrels

4 1,000 bbl steel coated pump “suction” tanks
2 500 bbl steel oil tanks

Associated piping, valves and fittings
All tanks will be located within a spray-on polyurea liner with ~ :l containment walls to provide a seamless,
durable and continuous barrier that protects against environmental contamination.

The truck off loading facility will generally consist of:
4 Off load valve stations with transfer pumps
The truck off loading facility will be located on a poured-in-place cement pad complete with slopes and
sumps to contain and collect fluids. A steel overhead 10py will cover the truck offloading facility.

The injection pump facility will be equipped with 3 - 4 positive displacement {(PD) electric driven pumps capable
of injecting the maximum allowable volume at the NMOCD standard WH injection pressure at the equivalent of
0.20 psi/ft to the top perf or 1,124 psi. Additional pump capac , will be available to provide continuous
operation of the facility while perfc  ing maintenance operations on selected pumps. A NOV Tore Trap
Desanding skids will be utilized upstream of the PD pumps to remove solids prior to injection into the wellbore.

The tank battery facility will have remote monitoring equi t with associated alarms and automated shut-
down capabilities based on tank levels, WH pressures and us other operating parameters. Routine
maintenance of the facility will be ongoing, and any releases will be reported within 24 hours to the NMOCD on
form C-141 pursuant to various portions of 19.15.30 NMAC. T ty willbe r  1ned during peak hour: d
will be available for inspections at any time deemed necessary NMOCD.

Schematics typical of the tank battery facility to be constructed adjacent to the wellsite are attached.












HELMS OIL & GAS, LLC — Beckham Ranch 20 SWD #1
C-108 Item VII -3

Proposed Pressures

The proposed maximum injection pressure will be based on the NMOCD standard WH injection pressure at the
equivalent of 0.20 psi/ft to the top perf or 1,124 psi. Ra  willl imited only by the proposed maximum
i~i~~*ion pressure. In the future, HeLMS may opt to conduct a Step-Rate injection test, conducted in

accordance with NMOCD regulations, to determine if the maximum injection pressure could be increased
without evidence of fracturing the proposed injection interval.




HELMS OIL & GAS, LLC — Beckham Ranch 20 SWD #1
C-108 Item VII -4

Injection Fluid & Receiving Formation

The injection fluid is to be locally produced waters from the Lower Delaware Brushy Canyon, Avalon Shale,
Wolfcamp, Bone Spring Sands, Strawn and Atoka formations wells operated by various operators.
Attached are water samples from the following wells in that area:

Operator

Well Name and Number

Location

Winkler co., 1&

Production Formation

Impetro Operating LLC Wolfe Unit #6 PSL Survey, Blk C23, Sec 24, Bell Canyon
A-1393
Marathon Oil Permian LLC | M2dera zigﬁdera' com B-25-265-34E Jabalina; Delaware
Devoannn::gnynl:rcl)guctlon Ragin Cajun 13 Federal #1H N-13-26S-34E Jabalina; Delaware
vevon tnergy rroauction rattlesnake 13-12 Federal P-13-265-34F Jabalina: Delaware

Company, LP

Com #1H







HELMS OIL & GAS, LLC — Beckham Ranch 20 SWD #1
C-108 Item VIl -5

Chemical Analysis of Disposal Zone Formation Water

Injection will be into the Delaware Bell Canyon and Cherry Canyon formations. Delaware formation water is
known to be compatible with the formation water of the locally produced Lower Delaware Brushy Canyon,
Avalon Shale, Wolfcamp, Bone Spring Sands, Strawn and Atoka formations. Attached is a produced water
sample from the nearest Bell Canyon / Cherry Canyon producer, Impetro — Wolfe Unit #6, which is located + 8
miles S-SE of the proposed Beckham Ranch 20 SWD #1 in Section 24, Blk C-23, PSL Survey, Winkler Co., Texas
(APl No 42-495-32768).






HELMS OIL & GAS, LLC — Beckham Ranch 20 SWD #1
C-108 Item VIii

Geologic Data
1. Lithologic detail:
The proposed disposal will be into the Bell Canyon and Cherry Canyon formations.

The Delaware Mountain Group consists of moderate to well sorted, fine to very fine grained, poorly
consolidated light gray to buff sands with thin interbedded siltstone, shale and limestone layers. The Delaware is
split up into three predominant forma = sb  the Bell Canyon, Cherry Canyon and Brushy Canyon. ...2
marker for the top of the Bell Canyon is the Lamar Limestone member.

The lowest limestone memberinthel  Canyon is the Hegler Limestone which ranges in thickness throughout
the area. The Manzanita limestone member is the marker typically used to define the top of the Cherry Canyon
sand package. Porosities range from 14 to 24% and permeabilities range from 10 to 60 md in Lower Cherry
Canyon sandstone reservoirs. Siltstones are prevalent throughout the Delaware Mountain Group and typically
have porosities of less than 5%. These siltstones act as stratigraphic traps to fluid migration and arereg  ally
extensive throughout the Delaware Mountain Group. Carbonate beds within the Delaware also serve as latt
and top seals that separate the massive sandstone members. Structural control of fluid migration is influenced
by the regional eastward downward dip towards the Central Basin Platform. The Delaware Mountain Group is
overlain by the Lamar Lime member and underlain by tight Bone Spring shales (Avalon) and Bone Spring
carbonates.

The production quality porosity in the Bell Canyon and Cherry Canyon formations in this deep portion of the
Delaware Basin area are accompanied with low resistivity yielding high water saturations typically greater than
75%. No current or historic Bell Canyon or Cherry Canyon production is found within two (2) miles of the
proposed well.

A type log was created from the offsetting Marathon Oil Beckham 19 #1 well (I1-19-26S-35E) located
approximately 2,500’ SE from the Beckham Ranch 20 SWD #1 proposed location (Item VIII -1(a)). The type log
displays the gamma ray, compensated neutron density, and high ‘ution lateral log array side-by-side. A
digital LAS log containing gamma-ray and compensated neutron porosity curves was utilized to calculate net and
gross pay based on gamma-ray and porosity cut-offs.

The gross footage between the bottom proposed perforation to the top of the Lower Brushy Canyon horizontal
target zone in offsetting wells is approximately 1,635 feet.

Confining unit barriers to flow were chosen and displayed on the type log based upon high gamma-ray siltstones
and/or tight carbonates displaying low porosity and high resistivity (low permeability). These units are shown
highlighted in purple on the type log. The net cumulative footage of low porosity and low permeability confining
barriers was calculated to be approximately 429 feet from the bottom perforation to the top of the Lower
Brushy Canyon horizontal target zone as shown on ltem VIII -1(a).









HELMS OIL & GAS, LLC — Beckham Ranch 20 SWD #1
C-108 Item VIII

Attached is a structural cross-section A-A’ (ltem VIII - 4(b)) trending West to East through the proposed wellsite
illustrating the formation tops as detailed on the Geo-Prog.

5. Geologic name and depth to bottom of all USDW overlying proposed injection zone and/or any knows to be
immediately underlying injection interval: Santa Rosa (Minimum depth to fresh water in area is 230’ and
maximum depth is 250).









HELMS OIL & GAS, LLC — Beckham Ranch 20 SWD #1
C-108 Item IX

Proposed Stimulation Program

The proposed Bell Canyon and Cherry Canyon injection intervals will be perforated as based on open hole log
analysis for acceptable porosity and associated permeabilities. The perforated intervals will be segregated into
200’ to 250’ gross height stage intervals and each stage will be acid stimulated utilizing approximately 35 — 40
gals of 15% NEFE per net feet of perforated interval utilizing RNCB’s and rock salt blocks to divert the acid and
ensure that all perforations are “broken down” and open to the injection casing.

The stage acid stimulations will be down a 2-7/8” tubing workstring utilizing a retrievable bridge plug and
stimulation packer to isolate each stage. Acid stimulation pressures / rates will be below the published frac
gradient of 0.60 psi/ft.



HELMS OIL & GAS, LLC — Beckham Ranch 20 SWD #1
C-108 Item X

Proposed Logging Program
If borehole conditions will allow, a standard “triple combo” open hole suite consisting of GR/DSN/SDL
/DIL/Micro Log will be run in the 8-3/4” open hole from the proposed TD of 7,500’ to the 9-5/8” intermediate
casing shoe at a proposed depth of 5,430°. GR/CNL will be run from the 9-5/8” shoe to surface.
A cased hole GR/CCL/CNL/CBL log suite will be run on the well from the 7” injection casing PBTD to surface.

All well logs will be filed with the NMOCD after the drilling and completion of the well.






HELMS OIL & GAS, LLC — Beckham Ranch 20 SWD #1
C-108 Item XlI

Geologic Affirmation

I have examined available geologic and engineering data and have found no evidence of open faults or any other
hydrologic connection between the disposal zone and any underground sources of drinking water.

John Franklin, Geologist
HelLMS Oil and Gas, LLC

Project: HelLMS Oil and Gas, LLC
Beckham Ranch 20 SWD
1/12/2018
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HELMS OIL & GAS, LLC — Beckham Ranch 20 SWD #1
C-108 Item Xlli(c)

Notification List

| certify that copies of the application in its entirety for the Beckham Ranch 20 SWD #1 in Lea County, NM, were sent via
regular mail and certified mail to the parties below on

Surface Owners: (T.5 on attached leasehold plat)
Beckham Ranch, Inc.
PO Box 1203
Jal, NM 88252

Offset Minerals L es & Operators:

BLM Lease NMNM-093223 (T.1 on attached leasehold plat)

Lessee

Black Rock Capital Inc.
16623 Cantrell Rd., Ste. 1-B
Little Rock, AR 72223

Black Mountain Operating LLC
500 Main St., Ste. 1200
Ft. Worth, TX 76102

Operator

Marathon Qil Permian LLC
5555 San Felipe Rd
Houston, TX 77056

Chevron Midcontinent LP
1400 Smith St.
Houston, TX 77002

""" 1se”""NNV “747" " 'T.2 on attached leasehold plat)
Lessee

EOG A Resources Inc.

105 S. 4™ St.

Artesia, NM 88210

EOG M Resources Inc.
105 S. 4™ St.
Artesia, NM 88210

OXY Y-1 Company
PO Box 27570
Houston, TX 77227



HELMS OIL & GAS, LLC — Beckham Ranch 20 SWD #1
C-108 Item XllI(c)

Notification List

| certify that copies of the application in its entirety for the Beckham Ranch 20 SWD #1 in Lea County, NM, were sent via
regular mail and certified mail to the parties below on

EOG Y Resources Inc.
105 S. 4™ St.
Artesia, NM 88210

Sharbro Oil Ltd. Co.
PO Box 840
Artesia, NM 88210

BLM Lease NMNM-126974 (T.3 on attached leasehold plat)

Lessee

EOG A Resources Inc.
105 S. 4t St.

Artesia, NM 88210

EOG M Resources Inc.
105 S. 4™ St.
Artesia, NM 88210

EOG Y Resources Inc.
105 S. 4t St.
Artesia, NM 88210

BLM Lease NMNM-134888 (T.4 on attached leasehold plat)

Lessee

Devon Energy Prod. Co. LP
333 West Sheridan Ave.
Oklahoma City, OK 73102



Advertisement for Case No.

Case No. : Hearing to consider the application of Heims Oil & Gas, LLC for
approval of a commercial saltwater dis=2sal well in Unit E, Section 20, T26S, | 5E, Lea
County, New Mexico, 1,980 feet FNL & 6€. feet FWL. The target zone for disposal is the Upper
Delaware (Bell Canyon and Cherry Canyon) from 5,620 feet to a maximum depth of 7,420 et.
Maximum injection pressure will be 1,124 psi with a maximum rate limited by such pressure.
The area is located approximately 13 miles southwest of Jal, New Mexico.

Exhibit =



