THUNDERBOLT PETROLEUM

P.O. BOX 10523 MIDLAND, TX 79702 PHONE (915) 682-1251

3450
/’\2 45¢ S
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July 3, 2002

New Mexico Oil Conservation Division
1301 W. Grand Avenue
Artesia, New Mexico 88210

ATTN: Mr. Gerry Guye

Dear Mr. Guye:

Please find attached a letter with attachments that I have sent to Mr. David Catanach. If
there is anything else I need to provide to you please let me know. Thanks for

everything.
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NEW MEXICO OIL CONSERVATION DIVISION

- Engineering Bureau -
1220 South St. Francis Drive, Santa Fe, NM 87505

ADMINISTRATIVE APPLICATION COVERSHEET

THIS COVERSHEET IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Application Acronyms:
[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [8D-Simuitaneous Dedication]}

[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/lease Commingling}
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measuremaent]
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Sait Water Disposal] [IPl-Injection Pressure Increase)

[EOR-Qualified Enhanced Oil Recovery Cortification] [PPR-Positive Production Response]

(1] TYPE OF APPLICATION - Check Those Which Apply for [A] ) L elnmEn
[A]  Location - Spacing Unit - Simultaneous Dedication P gEpny
ONSL ONSP TSD / | 4 N
¥ Jil 2o .
Check One Only for {B] or [C] § REgE dy
[B] Commingling - Storage - Measurement i 0Cp. y é ¥ED
ODHC OCOCTB OPLC OPC JOLS OOLM & ESia
cx
[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery \c‘é.e, o
JWFX 0OpPMX Oswb &I OEOR OPPR st

{2} NOTIFICATION REQUIRED TO: - Check Those Which Apply, or X Does Not Apply
(A} O Working, Royalty or Overriding Royalty Interest Owners

(B] O Offset Operators, Leaseholders or Surface Owner
[C] O Application is One Which Requires Published Legal Notice

[D] [ Notification and/or Concurrent Approval by BLM or SLO

U.S. Buraau of Land Management - Commissioner of Public Lands. State Land Office

[E] For all of the above, Proof of Notification or Publication is Attached, and/or,

[F] [ Waivers are Attached
(31 INFORMATION / DATA SUBMITTED IS COMPLETE - Certification

I hereby certify that I, or personnel under my supervision, have reviewed the applicable Rules and Regulations of the
Oil Conservation Division. Further, I assert that the attached application for administrative approval is accurate and
complete 1o the best of my knowledge and where applicable, verify that all interest (W1, RI, ORRI) is common.
I understand that any omission of data (including API numbers, pool codes, etc.), pertinent information
and any required notification is cause to have the application package returned with no action taken.

Note: Statement must be completed by an individual with managerial and/or supervisory capacity.
< l’) )
Thunderko | Pe kroleym @Jﬁ*’m &/M&} /2/02 .

Print or Type Name Signature Title Date

Roberty ket robertlee S @ worldnet . attinet

e-mail Address




THUNDERBOLT PETROLEUM

P.O. BOX 10523 MIDLAND, TX 79702 PHONE (915) 682-1251

July 3, 2002

New Mexico Qil Conservation Division i
1220 South St. Francis Drive e 4
Santa Fe, New Mexico 87505 i’ o,
f.= : vy
RECE
ATTN: Mr. David Catanach & ocp f%gm

Dear Mr. Catanach:

Thunderbolt Petroleum respectfully requests an increase i the Maximum Surface
Injection Pressure to 675# for the Calmon #1 and 565# for the Calmon #3 from the
current limit of 453# set up by Order # R-11275.

Please find attached step rate tests pertaining to my Calmon Waterflood located in
the SW/4 of Section 16, T-18-S, R-29-E Eddy County, New Mexico. This flood was
approved by the NMOCD Order # R-11275, a copy is attached. In that order the
Maximum Surface Injection pressure of 453 PSIG was set for the Calmon State #1 and

C:lmon State #3.

We have been battling an iron sulfide problem that has plugged off some injection
--ne and has caused our injection pressure to increase. We have tried back flowing the
weils with minimal benefit. Gerry Guye from the Artesia office recently performed a
bradenhead inspection which showed the injection pressure to be above the 453 PSIG set
by Order # R-11275, a copy of his report is attached.

We have ran step rate tests on the Calmon #1 and Calmon #3 showing the parting
pressure to be 700# and 590# respectively. We are requesting an increase in the
Maximum Surface Injection Pressure to 675# for the Calmon #1 and 565# for the Calmon

#3.

If you need anything else please contact me. Thanks for everything you have
done.

incerely,
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STATE OF NEW MEXICO ’; A
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMEINT
OIL CONSERVATION DIVISION ;‘ i o dund

IN THE MATTER OF THE HEARING R
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF

CONSIDERING:
CASE NO. 12250

ORDER NO. R-11275

APPLICATION OF THUNDERBOLT PETROLEUM, LLC FOR A WATERFLOOD
PROJECT AND QUALIFICATION FOR THE RECOVERED OIL TAX RATE
PURSUANT TO THE “NEW MEXICO ENHANCED Ol RECOVERY ACT”, EDDY

COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This case came on for hearing at 8:15 a.m. on October 21, 1999, at Santa Fe, New
Mexico, before Examiner Mark W. Ashley.

NOW, on this __ 9th day of November, 1999, the Division Director, having
considered the testimony, 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
and its subject matter.

(2}  The applicant, Thunderbolt Petroleum, LLC, seeks authority 10 institute a
waterflood project on its Calmon State Lease, which comprises the SW/4 of Section 16.
Township 18 South, Range 29 East. NMPM, Eddy County, New Mexico, by the injection
of water into the Queen Grayburg and San Andres formations, Loco Hills-Queen Grayburg
San Andres Pool, through two injection weils described in Exhibit *“A™ attached 1o this order.

(3)  The applicant currently operates five producing wells and one temporarily
abandoned well within the proposed project area. Two of the producing wells, the Caimon
State Well No. | located in Unit L of Section 16 and the Calmon State Well No. 3 located
in Unit M are to be used as injection wells within the proposed waterflood project. The
temporarily abandoned well, the Calmon State Well No. 4 located in Unit K. will remain
temporarily abandoned. The three remaining wells, the Calmon State Well No. 2 located in
Unit L, the Calmon State Well No. 5 located in Unit M, and the Calmon State Well No. 6
located in Unit N, will be utilized as producing wells within the proposed waterflood project.
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(4)  The producing wells within the proposed project area are in an advanced state
of depletion and should properly be classified as “stripper” wells.

(5) The applicant’s testimony indicates that the applicant controls 100 percent of
the working interest within the proposed project area.

(6)  Applicant testified that the proposed waterflood operations within the project
area should result in the recovery of an additional 115,000 barrels of oil that would otherwise
not be recovered, thereby preventing waste.

7N The estimated cost to implement the waterflood project is $125,200 dollars.

(8)  Approval of the proposed waterflood project will not violate correlative
rights.

(9)  The injection of water into the wells shown in Exhibit “A™ should be
accomplished through 2 3/8-inch internally plastic-lined tubing installed in a packer set
within 100 feet of the uppermost injection perforations; the casing-tubing annulus should be
filled with an inert fluid and a gauge or approved leak-detection device should be attached
to the annulus in order to determine leakage in the casing, tubing or packer.

(10)  The evidence presented by the applicant indicates that all of the wells within
the “area of review” of the wells shown in Exhibit “A” are cased and cemented or plugged
and abandoned in a manner to confine the injection fluid to the proposed injection interval.

(11)  Pror to commencing injection operations into the wells in Exhibit “A”, 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.

(12)  The wells in Exhibit “A” shuuld be equipped with a pressure control device
or acceptable substitute that will limit the surface injection pressure to that shown on Exhibit

‘A”

(13)  The Division Director should have the authority to administratively autherize
a pressure limitation in excess of the pressure limitation shown on Exhibit “*A™ upon a
showing by the operator that such higher pressure will not result in the fracturing of the

injection formation or confining strata,

(14)  The operator should give advance notification to the supervisor of the
Division’s Artesia District Office of the date and time of installation of the injection
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_ equipment and performance of the mechanical integrity pressure test in order that the same
may be witnessed. ‘

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

(16) The injection authority granted herein for any well in Exhibit “A” should
terminate one year after the effective 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 thereof for good cause shown.

(17) The applicant further requested that the proposed waterflood project be
approved by the Division as a qualified "Enhanced Oil Recovery Project” pursuant to the
"New Mexico Enhanced Oil Recovery Act,” Sections 7-29A-1 through 7-29A-5, NMSA

1978.

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

(19) The approved project area should comprise the SW/4 of Section 16.

(20)  To be eligible for the enhanced oil recovery (EOR) tax rate the operator must
request from the Division a Centificate of Qualification prior to commencing injection
operations, which certificate will specify the project area as described above.

(21) At such time as a positive production response occurs and within five years
from the date of the Certificate of Qualification, the applicant must apply to the Division for
certification of positive production response. The application shall identify the area actually
benefiting from enhanced recovery operations and the specific wells the operator believes
are eligible for the tax rate. The Division may review the application administratively or set
it for hearing. Based upon evidence presented, the Division will certify to the Department
of Taxation and Revenue those lands and wells that are eligible for the tax rate.

IT IS THEREFORE ORDERED THAT:

(1)  The applicant, Thunderbolt Petroleurn, LLC, is hereby authorized to institute
a waterflood project on its Calmon State Lease, which comprises the SW/4 of Section 16,
Township 18 South, Range 29 East, NMPM, Eddy County. New Mexico, by the injection
of water into the Queen Grayburg and San Andres formations, Loco Hills-Queen Grayburg
San Andres Pool, through two injection wells described in Exhibit “A™ attached to this order.
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(2)  The operator shall take all steps necessary to ensure that the injected water

enters only the proposed injection interval and is not permnitted to escape to other formations
or onto the surface from injection, production, or plugged and abandoned wells.

(3)  The injection of water into the wells shown in Exhibit A" shall be
accomplished through 2 3/8-inch internally plastic-lined tubing installed in a packer set
within 100 feet of the uppermost injection perforations; the casing-tubing annulus shali be
filled with an inert fiuid and a gauge or approved leak-detection device shall be attached to
the annulus in order to determine leakage in the casing, tubing or packer.

4)- Prior to.commencing injection operations into the wells shown in Exhibit
“A”, the casing shall be pressure tested throughout the interval from the surface down to the
proposed packer setting depth to assure the integrity of such casing.

(5)  The wells in Exhibit “A” shall be equipped with a pressure control device or
acceptable substitute that will limit the surface injection pressure to that shown on Exhibit
buA. ”

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

(7)  The operator shall give advance notification to the supervisor of the
Division’s Arntesia District Office of the date and time of installation of the injection
equipment and performance of the mechanical integrity pressure test in order that the same
may be witnessed.

(8)  The operator shall imunediately notify the supervisor of the Division's Antesia
District Office of the failure of the tubing, casing or packer in any injection well, the leakage
of water, oil or gas from or around any producing well, or the leakage of water, oil or gas
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. .

(9) The project is hereby designated the Calmon State Waterflood Project.

(10)  The operator 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.
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(11) The Calmon State Waterflood Project is hereby approved as an "Enhanced
Oil Recovery Project” pursuant te the "New Mexico Enhanced Oil Recovery Act,” Sections

7-29A-1 through 7-29A-5, NMSA 1978.

(12)  The approved project area shall comprise the SW/4 of Section 16 of Section
34,

(13)  To be eligibie for the enhanced oil recovery (EOR) tax rate, the operator must
request from the Division a Certificate of Qualification prior to commencing injection
operations, which certificate will specify the project area as described above.

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

(15) The injection authority granted herein for any well in Exhibit “A” shall
terminate one year after the effective 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 thereof for good cause shown.

(16)  Jurisdiction of this case 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
IL CONSERVATION DIVISION

7y

LORI WROTENBERY
Director
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EXHIBIT “A”
DIVISION ORDER NO. R-11275
APPROVED INJECTION WELLS
CALMON STATE WATERFLOOD PROJECT
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Calmon State | 2310 FSL & 990 FWL, | 2,265’ - 2,679’ 2,176’ 453 PSIG
No. 1 Unit L, Section 16,

Township 18 South,

Range 29 East
Calmon State | 990 FSL & 990 FWL, 2,264’ - 2,599’ 2,180° 453 PSIG
No.3 Unit M, Section 16,

Township 18 South,

Range 29 East 3 1




