A0l cous COMMISSION

m BOX 19 Ew gxtCO 88240

_Form3l60-s . - .. - UNITEDSTATES IR ~H°BBS ~ " FORM APPROVED .

. . . ) B R . mda&mmN 1004-0135 -
(Qune1990) . . " DEPARTMENT OF THEINTERIOR L e e Mu L9
o Lo BUREAU OF LAND MANAGEMENT SRRV TSR A3 LuscwammmsmﬂNo L
: NM8O1 ©
SUNDRY NOTICES AND REPORTS ON WELLS I e e e

Do not use this form for proposals to drill or to deepen or reentry to a different reservoir.
Use “APPLICATION FOR PERMIT—" for such proposals

7. If Unit or CA, Agreement Designation

SUBMIT ~ {p
1. Type of Well
o O O oter 8. Well Name and No.
2. Name of Operator EILLIAMS #8
SOUTHWEST ROYALTIES, INC. 9. API Well No.
3. Address and Telephone No. 30-025-26185
P.0. BOX 11390, MIDLAND, TEXAS - 79702 = (915) 686-9927 ext. 229. 10. Field and Pool, or Exploratory Area
4. Location of Well (Footage, Sec., T., R., M., or Survey Description) MALJAMAR
SEC. 34, T-17S, R-33E 11. County or Parish, State
2310' FNL and 330' FEL LEA COUNTY, NM
12. CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
@ Notice of Intent D Abandonment D Change of Plans
: . D Recompletion ’ D New Construction
D Subsequent Report D Plugging Back ) D Non-Routine Fracturing
Casing Repair D Water Shut-Off
D Final Abandonment Notice Altering Casing D Conversion to Injection
Other @ Dispose Water
{Note: Report results of multiple completion on Well
Completion or Recampletion Report and Log form.)

13. Describe Proposed or Completed Operations (Clearly state all pertinent details, and give pertinent dates, including estimated date of starting any proposed work. If well is directionally drilled,
give subsurface locations and measured and truc vertical depths for all markers and zones pertinent to this work.)*

REQUEST APPROVAL TO DISPOSE OF PRODUCED WATER AND SUBMIT THE FOLLOWING:

[}

WATER PRODUCTION FORMATION: SAN ANDRES

P
. o

DAILY WATER PRODUCTION: 182 Bbls.
A COPY OF ORDER NO.: R-10094 :

WATER ANALYSIS T

L
14, lhercby cemfy that the foregoing is true ar@oormct /, ;
/ /[ 8-13-95
Sigmd _,;[) el A ([l _ REGULATORY COORDINATOR . 3-9
(ThYli\spﬁe for Federal or SntcL}Sﬂice use) &
(o S o ‘_.\;' Snaonor . Show PETROLE M ENG‘NEE'}
Approved by i Title __ eu ' Date 9/7‘/95

Conditions of approval, if any:

Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the United States any false, fictitious or fraudulent statements
or representations as 40 any matter withim its jurisdiction.

*See instruction on Reverse Side



6109Z/910~€LL~066T '0dD *S°Ne

‘€0$0T "D°( ‘uoiButysem ‘(;uowoon

wiford uonsnpay yomisdeq 9:8png pue wawadeuely jo PO Y PUB ‘0pZOZ “D'A ‘uorBurysepq
“AN ‘S19951S O PUR 81 “(1LL-OM) “192UJO duEIeI]) neaing (rewdl|y) ususSeuryy pueq jo neang
“Jouauy 243 Jo yudunreda(] §'f 03 ULI0J SIY1 Jo 193dse 1310 AUe J0 NeWNSI UsPIng Y1 Burpresas sjuswIOD
wanq w0y 3y Fuimatads pue Sunsrdwos pue ‘eiep Sururejurew pue Suuayies ‘suonsnnsur Buimaiaa
-Jojaurny 33 Buipnpour “asuodsaz xad sainuru g7 38e134€ 0) PoreWISI ST ULIOY SIY] J0 USpIng Buniodas aqng

IN3WILVIS SHNOH N3adng e P

*091¢ Wed Y4D €p ut paytoads santanse jo sadA ayroads ay 10§ Aiorepuew st 1sanbai sy o1 asuodsay

‘pazuoyine £jsnotaaid jou suonesado Juanbasqns 1oy [eacidde ureiqo 01 ‘paisanbas
usym pue paiajdwod si y1om duo suonerado uanbasqns wodas o1 pasn aq qm uoBULIOJUT SIY |

"sased[ sed pue [10 ueipu] Jo [Idp3 uo suonesado
11om Juanbasqns parejdwos 1o/pue pasodoid sienfes 0) 19pI0 Ut paafj0d Suraq st UONBULIOJUT SIY |,

ey noA uuojur o3 sn saamnbax (*bas 19 ‘105 ‘DS ¥b) 0861 JO 19V uononpay yomiaded ayJ

"PI[IHP St [{om sed 1o (10 ue 3du0 AIojepuRW SI UOHEULIOJUI AY) JO
AURsO[IsIp pue uodal puk 010U ST Jo Buld — NOLLVINNOANI ONIQIAO¥d LON 40 103443

‘suonndasosd 1o

éuog{eﬂ_usmug -AJom(nﬂaJ Jo feutuILId ‘[}A;p'ol HIBAQ3I U3ym “satduade uSialof Jo [@I0] ‘ateIg
‘[erspay aendoidde o1 paviaysuen 3q [im piosal s J0/pue pIod3s 3y} w0y uoneuLIojul (SKy)

‘pasn

spoyiaut pue pouteqo eep Jo 148y ut suonresado Ajipowt 1o [up o1 suonestydde asmny azAfeuy (g)
(Q)T-€7791€ 4D £p £q paiaa0d suonoe ssou uuopad o) eaordde yuesd pue 1s3nbay (7)

‘suonesado [am

wanbasqns pasjdwos 1o pasodoid o Suunp pasn sanpasoid pue juawdinba oy ateneay (1)

:§$9SN INILNOA

'35e3] UBIpU] 10 [eI3P34 & uo ‘suonerado [om Arepuosss jo uonajdwios uodar pue ‘suonesidde
aro0xdde ‘areudosdde uaym “slen[eas o} pasn aq 0) St uoneunoul Y — JSOJANd TVIIDINTId

"091€ AAD €p 'bas *1w *D'§°() ST ““bas 12 [s¢ “*bas 13 181 *D'S'N 0 ‘ALNOHINV
‘uonedtdde siy AQ posinbal UOHBULIOJUT Yim UONSUUOD UI uoneuuojut 3uimojjo}
3@ paystwiny 3q noA 1eys apiaoid (P)gy'z YA v Ut uone|ndas 3y pue 461 Jo PV Adeaug ay]

30I1LON

‘JusuIuopueqe Yyl
Jo reaoidde o1 3unjoo| uonsedsur [eury Joj pauonIpuod s [[om 2)ep pue
‘[124 Jo doy Buisopo jo poygaw <ojoy ot ut yay Kue Jo doy 0y yadap ays pue
pafnd Burqms 1o Jouyy ‘Suises Aue jo Junred jo poyratu ‘az1s “yunowre s8nyd
9A0QE pUE U3oMI3q ‘Mo[2aq paoe[d feuajews Ja410 JO pnus ‘s8nyd juswad jo
uswadeld jo poyaw pue (wonoq pue do) syidap {as1mIayI0 IO JuaWID Aq
43O Po[E3S 10U S1u3)u0d piny Juedytudts Judsaid yim SIUOZ IO IO ‘SIU0Z

SNOLLONHLSNI O14103dS

"304J0 3leIS 10/pUB [IIPI [EOO[ IY) ‘WO paule)
=0 3q AW 10 ‘Aq PSS! 3q [[IM 10 MO[3q UMOYS e JAYN ‘saonoeid pue
sainpadoid reuor8as 10 “‘eare [edof 01 predas yum Aprenonred ‘popnuqns
3q 01 $31d0d Jo J3qUINU B pue ULIOY STY) JO 3N 3Y1 SUIUIANUOD suoyonns

2anonpoid 1wasaxd o 1auuoy AUe UO EIRp ‘JUSWUOPUEQE AUl 10 SUOSEII
apajout pnoys suodar pue stesodosd yons ‘uomIppe u *s30YJ0 NS Jo/pue ®
-13p34 90} Aq pasnbai ST se uoneuLIojut [e13ads yons apn[dul pIrOYS JuSLW
-uopueqe jo suodas Juanbasqns pue [jam & uopueqe o3 sfesodold—gy way

“if g 1
1995
Ly
-ut [e1dads Aressaoau Auy suonengal pue me| 1eis %g 4 nsind
‘ae1g Yous ut spuej [[e uo ‘alelg Aue Aq paidasoe 1o &k on
-e[n3a1 pue me| eiapa4 djqeoidde o1 juensind spue| ueg resspayg

uo ‘pajediput se ‘parojdwiod uaym suonesado yons jo suodas pue ‘suone
-13do [jom urenIao uLiouad o} sresodosd Jumnuqns 10§ pauBisap s1 uLIof S1Y |,

SNOILONYLSNI TVHINID



fﬁfgg% 2187

HOBBS, N.M. 88240
>
WAT

Nelson Patton

Report for:

cc: Al Perry

cc: Allan Childs

cc:
Company: Southwest Royalities
Address:

Service Engineer:

CHEMICAL COMPOSITION :
Chloride (Cl)
Iron (Fe) (total)
Total hardness
Calcium (Ca)
Magnesium (Mg)
Bicarbonates (HCO3)
carbonates (CO3)
Sulfates (S04)
Hydrogen sulfide (H2S)
Carbon dioxide (CO02)
Sodium (Na)
Total dissolved solids’
Barium (Ba)
Strontium (Sr)

Specific Gravity
Density (#/gal.)
pH

IONIC STRENGTH

117000

N Champion
Tdchhdlogids, IRG * © *

mg/L

1360
264
170

63

506
n/a
n/a
7239

PHONE: (505) 393-7726

05/16/95
05/24/95
Eilliams #8
State:

Date sampled:
Date reported:
Lease or well # :
County:
Formation:

Depth:

Submitted by: Al Perry

meq/L
3300
3.0
0

6

1

4

0

2

132
137
10

105

4 3148

199439

n/a
n/a

1.142
9.517
6.200
3.60

Stiff-Davis (CaC03) Stability Index ;
SI = pH - pCa

SI @ 86
104
122
140
158

o "y

- pAlk - K

it

+0.
+0.
+0.
+1.
+1.

28
51
77
06
38

This water is 868 mg/l ( 13.76%) over ITS CALCULATED
CcasS0O4 saturation value at 82 F.

SATURATION=

6307 mg/L

PRESENT= 7175 mg/L

REPORTED BY JOY DUNCA%}jh

LAB TECHNICIAN

05-25~95 12:32 AM PT4






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:

" CASENOS, 10531 and 10932
Order No. R-10094

APPLICATION OF THE WISER OIL COMPANY
FOR APPROVAL OF A WATERFLOOD PROJECT,
LEA COUNTY, NEW MEXICO.

APPLICATION OF THE WISER OIL COMPANY
TO AUTHORIZE THE EXPANSION OF THE
MALJAMAR CAFROCK UNIT WATERFLOOD
PROJECT AND QUALIFY SAID EXPANSION
FOR THE RECOVERED OIL TAX RATE
PURSUANT TO THE *"NEW MEXICO ENFIANCED
OlL Rgcovaav ACT," LEA COUNTY, NEW
MEXICO,

ORDER OF THE RIVISION
BY THE DIVISION:

This cause came on for hearing at 8:15 a,m, on March 3, 1994, at Santa Fe, New
Mexico, before Examiner David R. Catanach.

NOW, an this Sth day of April, 1994, the Division Direclor, having ¢onsidered

the testimony, the record, and the recommendations of the Examiner, and being fully

advised in the premises,
* FINDS THAT:

(1) Duo public notice having been given as required by law, the Division has
jurlsdiction of this cause and the subject malter thereof.

(2) Division Case Nos. 10930, 10931 and 10932 were consolidated at the time
of the hearing for the purpose of lestimony,

- e vy e e e\ v eV 4 0 DIV 9-32
]

SR |
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Case No. 10931 and 10932
Order No. R.10094
Fage <2-

oy

(3) The applicant in Case No. 10931, The Wliser Oil Company, seeks ruthority -

1o Institute a waterflood project within its proposed Caprock Maljamar Unlt Arsy (being
the subject of Case No. 10930) which encompasses the following described acreage, by
the injection of water into the Maljamar Grayburg-San Andres Pool, Lea County, New
Mexico, through twenty-one initlal injection wells located within the unit areg g shown
on Exhibit "A® aftached hereto. The applicant further sseks to quulify the Caprock
Maljamar Unit Waterflood Project as an "Eahanced Oil Recovery Project” pursuant to
the "Enhanced Qil Recovery Act® (Laws 1992, Chapter 38, Sections 1 through 3).

MMWBMASLM

Section 13: SH/4
Section 24: All

W&mﬂm
" Section 17:  All ‘

Section 18: E/2, SW/4
~ Sections 19 and 20; Al

Section 21:  'W/2 Wr2, SE/4 NW/4, SE/4 SW/4
- Sectlon 27 NW/4 SW/4

Section 28: W/2, SE/4, SW/4 NE/4
. Section 29: NE/4 NE/4

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

(4) The applicant in Case No. 10932, The Wiser Oit Company, seeks an order
pursuant fo the rules and procedures for Qualification of Eahanced Oil Recovery Projects
and Certification for the Recovered Oil Tax Rats, as promulpated by Division Order No.
R-3708, qualifying a portion of its Caprock Matjamar Unit, as described In Finding No.
(3) above, Maljamar Grayburg-San Andres Pool, Lea County, New Mexico, for the
recovered ol tax rate putsuant to the "Enhanced Oil Recovery Act” (Laws 1992, Chapter
38, Sections 1 through 5).

(5) Through the presentation of evidence. and testimony in these cases, it uppesars
that the applicant’s request to certify the Caprock Matjamar Unlt Area as an "Bahanced
Oil Recovery Projeot* purjuant to the "Enhanced Ol Recovery Act” is duplicated in
Case No. 10932 and thercfors unnecessary. ' .

(6 Division Case No. 10932 should be dismitsed.

- (7) The wells located within the applicant's Caprock Maljamar Unit Area are in
an advanced state of deplction and should properly be classificd as *stripper wells®.

(8) The proposed waterflood project should result in the recavery of otherwise
unrecoverable ofl, thereby preventing wasts,
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Case No. 10931 and 10932
Order No. RJ0094
FPage -3-

(5) Applicant estimates that secondary recavery opérations within the Caprock
Maljamar Unit Area will result tn the recovery of an additional 6.8 million barvels of oil.

(10) Diviston records and testimony presented at the hearing indicates that within
the Caprock Maljamar Unit Area there are flve Division Ordars currently In effect
authorizing the injection of watet for secondary recovery purposes into the Maljamar
- Grayburg-San Andres Pool. These division orders are as follows: :

a)  Division' Order No, R-2156 dated Janvary 3, 1962 wuthorized
Murphy H, Baxter to institute a waterflood project within the
following described area, waid project designated the Murphy H.
Baxter Maljamar Waterflood Project:

T
Section 13; SE/4 ‘

WHM&M
Section 16: 8/2, NE/L '

Section 17: NA2

b)  Division Order No. R-2157 datad Janvary 3, 1962 authorized
Zapata Petroleum Corporation: to institute a waterflood project
within the following described area, said project desipnated the
Zapata Maljamar Western State Waterflood Project:

JOWNSHIP 17 SOUTH, RANGE 33 FAST, NMPM
Section 17:  §/2

Section 19: NE/4
Soction 20: N72

¢}  Division Order No. R-2769 dated September 16, 1964 authorized
Sunset International Petroleum Corporation to  institute a
waterflood project within the Mal-Gra Unit Area, desoribed at
follows, sald project designated the Mal-Gra Unit Waterflood
Project: .

Section 20: $/2

Seotion 21:  W/2 W/2, SE/4 NW/4, SE/4 SW/4
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Case No. 10931 and
Order No. R-10094
Page 4.

R i AT N . G W

4L

10932

¢

(11) Division

Division Order No. R-3011 dated December 3, 1965 authorized
Sinclair Oil and Gas Company to institute a waterflood project
within the following described area, sald project designated the
Sinclair Maljamar Johns Waterflood Project:

TOWNSHIP 17 SQUTH, RANGE 32 BAST, NMPM

Section 24;: All

Division Order No. R-3129 datsd October 4, 1966 authorized
Pennzoll Company to institute a waterflood project within the
following described area, sald project designated the Pennzoil
Maljamar Waterflood Project:

Section 28: §/2, NW/4
Scction 33t N/2 NE/4, SE/4 NE/4

Ordet Nos. R-2156, R-2157, R-2769, R-3011 and R-3129, which

orders wpproved, respectively, the Murphy H. Baxter Maljamar, Zapata Maljamay

Western State, Mal-Qra Unit, Sinclalr Maljamar Johas, and
Waterflood Projects, should be superseded by this order,

. (12) Division

the Peanzoll Maljamar

records further indicate that eleven of the propased twenty-one

iqjection wells, descrived as follows, havs previdusty been permitted for injection lato
the Maljamar Grayburg-San Andres Pool:

WELL NAME & NUMBER

Western State No. 15
Western State No, 13
Western State No. 8

Western State No. 10

Phillips *B" State No, §

Western State No. 6
Western State No, S

Phillips *B" State No.

Western State No. 3
Western State No. 4
Mal-Gra Unit No, 7

WELL LOCATION

ORDER NUMBER
UnitL, 17-17S-33E  R-2187
Unit], 17-178338  WFX-IT1
Unit N, 17-175-338 R-2157
Unit P, 17-178338  WFX-200
UnitB, 19:17§-338  R2157-A
UnitD, 20-17§-338  R-2187
Unit B, 20:17$-338  WEX-139
3 Unit H, 19-17§-338 R-2157-A
UnitF, 20-178-33R  WRX-139
Unit H, 20-178-338 WFX-200
Unit L, 20-17S-338  R-2769

: (13) The evidence presented indicates that the Westem State Well No. 4, as
described adove, 1y currently plugged and abandoned. '
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Cuse Na, 10931 and 10932
Page -3-

(14) In order to bring thess injection wells into compliance with current Diviston
Rules and Regulations, ihe Division should examine Form C-108 data (Authorization 10
Inject) submitted for each of these wells by the applicant and should re-permit thess wells
under modern regulations,

(15) The applicant 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 surface from injection, productlon, or plugged and abandoned
wells,

(16) The injection of watsr into each of the wells shown on Exhibit "A* should
be actomplished through internally plastic-lined tubing installed in a packer set withln
100 feet of the uppermost injection perforation ot casing shoe; the casing-tubing anaulug
should be filled with an inert fluld and a gauge or approved leak-detection devics should
be attached to the annulus in order to determine leakage in the casing, tubing or packer.

(17) Ptior to commencing injection operations into the wells shown on Exhibit
A", the casing in each well should be pressure tested throughout the interval from the
sutface down to the proposed packer setting depth to assure the Integrity of such cating.

(18) The injection wells or pressurization system should be initially equipped
with 2 pressure control device or acceptable substitute which will limit the surface
injection pressure to no more than 814 psi. ‘

(19) The Division Director should have the authority to admintstratively authorize
a pressurs limitation in excess of the pressure tmitation described in Finding No. (13)
* 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) There is one well located within the "area of review", the Mal-Gra Unit "B*
Well No, 2 located in Unlt O of Section 20, which reportedly has casing leaks. The
applicant should be required to consult with the supervisor of the Hobbs district effice
of the Division in order to determine if this well, in its present condition, provides a
conduit for migration of injected fluld. If so, the applicant should conduct repaies on the
- well in & manner acceptable to the Division prior to conducting {njection operations
within one half mile. ‘ _

(21) The operator should 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, the conductance of any remedial cement operations, and of the mechanical
integrity pressure tests in order that the same may be witnessed.



RECEIVED

SEP 11 1995

OFFICE



I N TR EO R SV (S < B
‘e . -~ . b L TR PP

Case No. 10931 and 10932
Onrder No, R-10094
Page -6-

(22) ‘The application should e approved and the project should be governed by
,ge pxl'oyisions of Rule Nos, 701 through 708 of the Oil Conservation Division Rules and
egulations.

' (23) At the time of the hearing, the applicant requested that the subject
waterflood be certified by the Division as a qualified *Entianced Oit Recovery Project®
pursuant to the "Enhanced Ol Recovery Act” (Laws 1993, Chapter 38, Sections 1
through 5).

(24)  Implementation of secondary recovery operations within the Caprock
Maljamar Unit will occur in three phases. :

(25) Previous waterflood operatlons within the proposed unit area have been
conducted on B0-acre five spot injection patterns. '

. (26) Within the Caprock Maljamar Unit, the applicant proposes to conduct
waterflood operations on 40-aere five spot injection pattems.  Such action will require
that the applicant drill and equlp fifty-nine new producing wells, dsill and equip eleven
new injection wells, convert forty producing wells to infection, and conduct workovers
on thirty-eight wells, a8 well a3 upgrade tank battery and infection frcititles.

, (27) The proposed change in operations within the project area will require a
capital expenditure of approximately twenty-three million doftars.

(28) ‘The applicant requests certification of the project area on the contentlon that
it has or will cxpand the use of enhanced oil recovery technology and will increase the
sizs of the geologic area being flooded representing a unique area of activity,

- (29). Geologic variations generally Indicate that the 80-acre five spot injection
pattern previously utilized within the Caprock Maljamar Unit Area may have been 100 -
large and likely resulted in substantial volumes of oil being unrecovered.

(30) The reduction in the waterflood injection pattern from 80 sores to 40 aores
will' improve the sweep efficiency and should Increase the ultimate oil recovery from the

proposed project area,

: (3'1) The evidence presented indicates that the subject waterflood meets all the
. ctiteria for certification, :
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Case No. 16931 and 10932
Page -7.

(32) The certified "project area® should initially comprise the area within the
Caprock Maljamar Unit, described {n Finding No. (3) above, provided however, the
"project area® and/or the producing wells eliglble for the recovered ofl tax rate may be

contracted and reduced dependent upon the evidanca presented by the applicant in fes ,

demonstration of the occurrenice of a positive production response.

(33)  To beeligible for the EOR credit, the aperator should advise the Division
when water Injection commences within Phase 1, If and HI and at such time, request the
Division certify such phases or arcas to the New Mexico Taxation and Revenue

Department.

(34) At such time gs 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, which application shalt ldentify the area
actually benéfitting from enhanced recovery operations, and identifylng the specific wells
which the operator belleves are eligible for the credit, The Division may review the
application administratively or set it for hearing, Based upon evidence presented, the
Division will certify to The Department of Taxatlon and Revenue those lands and wells
which are eligible for the credit, :

ITIS THEREFORE ORDERED THAT:

(1) The applicant, The Wiser Qil Company, is hereby suthorized to {nstitute A
waterflood project within its Caprock Maljamar Unit Ares which encompayses the
following described acresge, by the injection of water into the Maljamar Graybucg-San
Andres Pool, Lea County, New Mexico, through twenty-one initial injection wells
located within the unit area as shown on Exhibit *A* attached hereto, _

Section 13: SE/4

€
Section 24: All

Section 17:  All '

Section 18: E/2, SW/4

Sections 19 and 20;  All :
Section 21: W/2 W/2, SE/4 NW/4, SE/4 SW/4
Section 27: NW/4 SW/4

Section 28: W72, SE/4, SW/4 NE/4

Secton 29;: NE/4 NE/4

Section 33: N/2 NE/4, SE/4 NE/4
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Case No. 10931 and 10932
Page -§-

(2). The applicant shall take ail steps necessary to ensurs that ihc Injected watey
caters only the proposad injection interval and is Rot permitted to escape to other

- formations or onto the surface from injection, production, or plugged and abandoned

wells,

(3) Injection into the wells shown on Exhibit "A* shall be accomplished through
plastic-lined tublng installed in a packer set spproximately within 100 feet of the
uppermost injection perforation or casing shoe; the casing-tubing anaulus shall be fitled

-with an inert fluid and a gauge or approved leak-detection device shall be altached to the
~ annulus in order to determine leakage in the casing, tubing or packer.,

(4) The injection wells oc pressurization system shall be equipped with & pressure
control device or acceptable substitute which wifl limit the surface injection pressure to
no more than 814 pi,

) ';rhe Divislon Director shall have the authority (o adminlstratively authorize
a pressure limitation In exeess of the above upon & showing by theoperator that such
higher pressure will not result in the fracturing of the injection formation or confining
sirata,

(6) Prior to commencing injection operations into the wells shown on Exhibit
*A", the casing in each well shall bs pressure-tested throughout the Interval from the
surface dawn to the proposed packer sciting depth, to assure the Integrity of such casing.

, (7) Prior to inltiating injection operations within one-half mile of the Mal-Gra
Unit *B* Well No. 2, located in Unit © of Section 20, the applicant shall consult with
the supervisor of the Hobby district office of the Division in order to detarmine if this
well, in its present condition, provides a conduit for migration of injected fuid, 1f 50,
the applicant shall conduct repairs on the well in a maaner acceptable (o the Division,

(8) The aperator shall give advance notification 1o the supervisor of the Hobbs
District Office of the Division of the date and time of the {nstallation of Injection
equipment, the conductance of remedial cément operations, and of the mechanioal

integrity pressure tests, in order that the same iay be witnessed,

. (®) The applicant shall immediately notify the supetvisor of the Hobbx District

Office of the Divislon of the failure of the tublng, casing or packer in any of the Injection
wells, the leakage of water or oil from or around any producing well, or the leakage of
waler or ofl from any plugged and abandoned well within the project area, and shall take
such steps as may be timely and necessary (o correct such fallure or leakage.
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Case No. 10931 and 10332
Order No. R-10094
Page -9-

._"- O P p;im

(10) The subject waterflood i3 hereby designated the Caprock Maljamar Unit
Waterflood Project and shall be governed By the provisions of Rule Nos. 701 through
708 of the Oil Conservation Division Rules and Regulations. ‘

(11) Monthly progress reports of the waterflood project herein ipthodzed shall
be submitted to the Division In accordance with Rule Nos. 706 and {115 of the Division
Rules and Regulations,

(12) Division Order Nos. R-2156, R-2157, R-2769, R-3011 angd R-3129, which
orders gpproved, fespectively, the Muphy H. Baxter Maljamar, Zapata Maljamar
- Western State, Mal-Gra Unit, Sinclair Maljamar Johns, and the Pennzoil Maljamar
Walerflood Projects, are hereby superseded by thiz order. .

(13) The subject waterflood is hereby certified as a qualified “Enhanced Oil
Recovery Project* pursuant to the "Enhanced Ol Recovery Act* (Laws 1992, Chepter
38, Sectlons | through 5),

(14) The cerlifled "project area” shall inltially coirclde with the Caprock
Maljamar Unit Area, described In Finding No. (3) above, provided however, the
“project area® and/ot the producing wells cligible for the tecovered oll tax rate may be
- contracted and teduced dependent upon the evidence presenied by the applicant in its
demonstration of the occurrence of 2 posttive production response.

(15) To be eligible for the EOR oredit, the operator shall adviss the Division
when water injection commences within Phasa I, land N7 and at sych time, request the
Division certify such phascs or areas to the New Mexloo Taxation and Revenue
Department,

(16) At such Gme as a positive production response oocurs and within five yeass
from the date of the Certificate of Quallfication, the ipplicant must apply to the Division
for certification of positive production fesponse, which application shall identify the anea
actually benefitting from enhanced recovery aperations, and Identifying the specific wells
which the opermtor believes are eligible for the credit, ‘The Division may review the
application sdminlstratively ot set {( for hearing, Based upon evidence presented, the
Divislon will certify 0 The Department of Taxation and Revenue those lands and wells
which are eligible for the credit. ‘

(17) The application of The Wiser Oil Company in Case No, 10932 for an order
pursuant to the rules and procedures for Qualification of Enhanced Oil Recavery Projectt
and Certification for the Recovered Oil Tax Rate, qualifying a portion of its Caprock
Maljamar Unit, Lea County, New Mexico, for the recovered oil tax rats pursugnt to the
“Enhanced Oil Recovery Act* (Laws 1992, Chapter 38, Sections 1 through ), Is hereby
dismissed,
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. (18) Jurisdiction of this cause ls retained for the eatry 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 CONSERVLTION DIVISION

S E AL
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