Form 3160-5

UNITED STATES
(June 1990)

DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

SUNDRY NOTICES AND REPORTS ON WELLS

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

N GiLCONS. COMMISSION
P.O. BOXY 1080

HOBRS, NEW MEXICO 88240
FORM APPROVED
Budget Bureau No. 1004-013$
Expires: March 31, 1993
S. Lease Designation and Serial No.
NM801
6. If Indian, Allottee or Tribe Name

SUBMIT IN TRIPLICATE

1. Type of Well

7. If Unit or CA, Agreememt Designation

AW OO%0 O omer

2

8. Well Name and No.

. Name of Operator
SOUTHWEST ROYALTIES, INC.

WYATT PHILLIPS FED. #15
9. API Well No.

Address and Telephone No.

P.O. BOX 11390, MIDLAND, TEXAS 79702

30-025-32417
10. Field and Pool, or Exploratory Area

. Location of Well (Footage, Sec., T., R., M., or Survey Description)
660' FNL & 990' FWL

SEC. 34, T-17S, R-33E

MALJAMAR, SA
11. County or ParisH, State

LEA COUNTY, NM_

CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION

TYPE OF ACTION

E Notice of Intent D Abandonment

D Recompletion
D Subsequent Report D Ptugging Back
Casing Repair
D Final Abandonment Notice Altering Casing
Other

D Change of Plans
New Coastruction
Non-Routine Fracturing
Water Shut-Off
Conversion to Injection

Dispose Water

(Note: Report results of multiple completion on Well
Completion or Recompletion Report and Log form.)

13, Describe Proposed or Compieted 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 true vertical depths for all markers and zones pertinent to this work.)*

REQUEST APPROVAL TO DISPOSE OF PRODUCED WATER THROUGH PIPELINE TO WISER OIL COMPANY.

COPY OF ORDER NO. R-12094 ATTACHED.

~ (::3
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= o
L e
T4 1 hercby ceily foat the Jpccgging & tree 1nd correct
Signed Tite REGULATORY ASST. Date 8-30-94
e o B e o e OETROLEUM ENGINEER 26/90
g e T e , . _
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
Of representations as 40 any matter withim its jwrisdiction.

agency of the United States any false, fictitious or fraudulent statements

*See Instruction on Reverse Side
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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 NOS, 10931 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 CAPROCK UNTT WATERFLOOD
PROJECT AND QUALIFY SAID EXPANSION
FOR THE RECOVERED OIL TAX RATE
PURSUANT TO THE *"NEW MEXICO ENHANCED
orn. RgCOVERY ACT," LEA COUNTY, NEW
MEXICO,

ORRER OF THE DIVISION
BY THE DIVISION:

This cause came on for hearing at 8:15 2, m. on March 3, 1994, at Santa Fe, New
Mexico, before Examiner David R. Catanach,

NOW, on this Sth day of April, 1994, the Division Director, having ¢onsidered

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

advised in the premises,
* FINDS THAT:

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

(2) Division Case Nos. 10930, 10931 and 10932 were consolidated at the time
of the hearing for the purpose of testimony.,
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| (3) The applicant in Case No. 10931, The Wiser Oil Company, seeks authority
to institute & waterflood project within its proposed Caprock Maljamar Unit Areq (being

the subject of Case No, 10930) which encompasses the following described acresge, by
the injection of water into the Maljamar Graybusg-San Andres Pool, Lea County, New
Mexico, through twenty-one initial injection wells located within the unit ares as shown
on Exhibit *A" attached hereto. The applicant further seeks to qualify the Caprock
Maljamar Unit Waterflood Project as an "Eahanced Oil Recovery Project” pursuant to
the "Enhanced Oil Recovery Act® (Laws 1992, Chapter 38, Sections | through 3).

TQWNSHIP 12 SOUTH, RANGE 32 EAST, NMPM

Section 13: SE/4

Section 24: All .

TOWNSHIP 17 SQUTH, RANGE 33 EAST, NMPM
" Section 17: All '

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

Section 21t W72 Wr2, SE/4 NW/4, SE/4 SW/4
- Section 27t NW/4 SW/4

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

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

(4) The applicant ia Case No. 10932, The Wiser Oil Company, seeks an order
pursuant (o the rules and procedures for Qualification of Enhanced Oil Recovery Projects
and Certification for the Recovered Oil Tax Rats, as promulgated by Division Order No.

9708, qualifying a portion of its Caprock Maljamar Unis, as described in Finding No.
(3) above, Maljamar Grayburg-San Andres Pool, Lea County, New Mexico, for the
recovered off tax rate pursuant to the "Enhanced Oil Recovery Act” (Laws 1992, Chapter
38, Sections 1 through ).

(5) Through the presentation of evidence and testimony In these cases, it appears
that the applicant’s request to certify the Caprock Maljamar Unit Area a3 an "Eohanced
Oil Recovery Project® puryuant to the "Enhanced Oil Recovery Act” is duplicated in
Case No. 10932 and therefors unnecessary. _ :

(6) bivlsion Case No. 10932 should be dismitsed.

(7) The wells located within the applicant's Caprock Maljamar Unit Area are in
an advanced state of depletion and should properly be classified a3 “stripper wells".

(8) The proposed waterflood project should result in the recavery of otherwise
unrecoverable ofl, (hereby preventing wasts, .



Case No. 10931 and 10932
Order No. R-I0094
Poge -3-

(9) Applicant estimates that secondary recovery opérations within the Caprock
Maljamar Unit Area will result in the recovery of an additional 6.8 million barrels of oil,

(10) Divislon 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 water for secondary recovery purposes into the Mallamar
- Grayburg-San Andres Pool. These division orders are a3 follows: '

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

Section 13;  SE/4 MM
H, RANGE 3) BAST, NMPM

TQWNSHIP 17 SOUT
Section 16: 8/2, NE/4
Section 17: N2

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

wmm&usm..ummm

onl7: 8/2
‘ Section 19: NE/4
' : Soction 20: N/2

¢) Division Order No. R-2769 dated September 16, 1064 suthorized
Sunset International Petroleum Corporation 1o institute a
waterflood project within the Mal-Gra Unit Area, described as
follows, sald project designated the Mal-Gra Unit Waterflood
Project: :

Section 20: §/2
Section 21: W/2 W/2, SE/4 NW/4, SB/4 SW/4
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(11) Division

orders approved, respectlvely, the Murphy H. Baxter Maljamar,
Western State, Mal-Ora Unit, Sinclalr Maljamar Johas,
Waterflood Projects, should be superseded by this order,

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

TOWNSHIP {7 SQUTH, RANGE 32 BAST, NMPM

Section 24: All

Divigion Order No. R-3129 dated October 4, 1966 authorized
Peanzoll Company to institute a waterflood project within the

following dcscribed area, said project designated the Pennzoil
Maljamar Waterflood Project:

TQWNSHIP 17 SOUTH, RANGR 33 EAST, NMEM
Section 28: §/2, NW/4
Sectlon 33:  N/2 NE/4, SE/4 NE/4

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

Zapata Maljamar
and the Pennzoll Maljamar

~ (12) Division records further indicats that eleven of the proposed twenty-one
injection wells, described as follows, have previdusty been permitted for injection (nio
the Maljamar Grayburg-San Andres Pool:
WELL NAME & NUMBER WELL LOCATION ORDER NUMBER
Westera State No. 15 Usit L, 17-17S-33B R-2187
Western State No, 13 Unit J, 17-178-33E WFX-171
Western State No. 8 Unit N, 17-178-33B R-2157
Western State No. 10 Unit P, 17-178-33R WFX-200
Phillips "B* Swte No. § Unit B, 19-178-33B R-2157-A
Western State No. 6 Unit D, 20-178-33R R-21587
Western State No, § Unit B, 20-178-33B WEX-139
Phillips "B" State No. 3 Unit H, 19-178-33B R-2157-A
Western State No. 3 Unit F, 20-178-33B WEFX-139
Western State No. 4 Unit H, 20-178-33B WFX-200
Mal-Gra Unit No. 7 Unit L, 20-17S-33R R-2769

. (13) The evidence presented indicates that the \veatem State Well No. 4, as
described adove, iy currently plugged and abandoned. '

.S



Case No. 10931 and 10932
Order No, R-10094
Page -3-

(14) In order to bring these injection wells into compliance with ¢urrent Division
Pu'les and Regulations, ihe Division should examine Farm C-108 data (Authorization to
Inject) submitted for each of these wells by the applicant and should re-permit thess wells
under modern regulations.

(15) ﬁe 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
formatlons or onto the surface from injection, production, or plugged and abandoned
wells,

(16) The injection of water into each of the wells shown on Exhibit *A* should
be accomplished through internally plastic-lined tubing installed in a packer set within
100 feet of the uppermost injection perforation ot casing shoe; the casing-tubing anaulus
should be filled with an inert fluld and & gauge or approved leak-detection device should
be sttached to the annulus in order to determine leakage in the casing, tuding or packer.

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

(18) The injection wells or pressurization system should be initially equipped
with a pressure control device or acceptabie substitute which will limit the surface
injection pressure to no more than 814 psi, |

(19) The Division Director should have the authority to administratively authorize
a pressure limitation in excess of the pressure lmitation described in Finding No. 119)
* above upon a showing by ihe 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 {n Unit O of Section 20, which reportedly has casing leaks. The
applicant should be required to consult with the supervisor of the Hobbs district affice
of the Division in order to determine if this well, in its present conditon, provides a
conduit for migration of injected fluid. If so, the applicant should conduct repaies on the
- well in & manner acceptable to the Division prior to conducting lnjection operations
within one haif 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 pressurs tests in order that the same may be witnessed.

-®S5
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Ordsr No. R-1000M
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(22) The application should b approved and the project should be governed by
gxe px;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 e certified by the Division as a qualified *Enhanced Oit Recovery Project
pursua:t fo the "Enhanced Oil Recovery Act" (Laws 1992, Chapter 38, Sections |
through 5).

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

(25) Previous waterflood operations within the proposed unit area have been
conducted on 80-acrs five spot injection patteme. ‘

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

(27) The proposed change In operations within the project area will require a
capital expenditure of approximately twenty-three miltion dollars.

(28) The applicant requests certification of the project area on the contention that
it has or will expand the use of enhanced oil recovery technology and will increase the
$128 of the geologic area being flooded representing a unique ares 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 too
large and likely resulted in substantial volumes of oil being unrecovered.

(30) The reduction in the waterflood injection pattern from 80 acres to 40 acres
will improve the sweep efficiency and should Increase the ultimate oil tecovery from the

proposed project area,

. (31) The evidence presented indicates that the subject waterflood mests all the
_ criteria for certification, -
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Case No. 10931 and 10932
Order No. R-10094
Page -7.

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

contracted and reduced dependent upon the evidence Presented by the applicant in ks
demonstration of the occurrence of a positive production response.

(33)  Tobeeligivle for the EOR credit, the aperator should advise ths Division
when watet injection commences within Phase 1, I and 11T and at such time, request the
Division certify such phases or areas 1o the New Mexico Taxation and Revenue
Department.

(34) At such time as a positive production response occurs and within five years
Arom the date of the Certificate of Qualification, the applicant must apply to the Division
for certification of positive production response, which application shait identify the area
actually benéfitting from enhanced recovery operations, and ldentifylng 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 Depariment of Taxation and Revenue those lands and weils
which are eligible for the credit, ,

(1) The applicant, The Wiser Oil Company, s heredy suthorized to institute a
waterflood project within its Caprock Maljamar Unit Area which encompayses the
following described acreage, by the injection of water into the Majjamar Grayburg-San
Andres Pool, Lea County, New Mexico, through twenty-one initial injection walls
located within the unit area as shown on Exhibit *A* attached hereto,

Section 13: SE/4

e
Section 24: All
TOWNSHIP 17 SOUTH, RANGE 33 EAST, NMPM
Section 17: Al
Section 18: E/2, SW/4 ‘
Sections 19 and 20;: Al :
Section 21: W/2 W/2, SE/4 NW/4, SE/4 SW/4
Section 27: NW/4 SW/4
Section 28: W/2, SE/4, SW/4 NE/4

Secuon 29: NE/4 NE/4
Section 33: N/2 NE/4, SE/4 NE/4

a -
A s
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ey ) The applicant shal take il steps necessary to snsurs that the Injected water

enters only the propesad injection interval and is ot permitted to escape to other
- formations of onto the surface from injection, production, or plugged and abandoned
wells,

with 2a inert fluid and 2 gauge or approved leak-detection device shall be attached 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 wiil timit the surface injection pressure to
no more than 814 psi,

) The Divislon Director shall have the authority o adminlstratively authorize
a pressute limitation in excess of the above upon & showing by the'operator that such
higher pressure will not result in the fracturing of the injection formation or confining
strafa,

(6) Prior to commencing injection operations into the wells shown on Bxhibit
“A*, the casing in each well shall be pressure-tested throughout the interval from the
surface down to the proposed packer setting depth, 10 assure the Integrity of such casing.

_ (7) Prior to inltinting injection operations within one-half mile of the Mal-Gny
Unit *B* Well No. 2, located in Unit © of Section 20, the applicant shall consult with
the supervisor of the Hobbs district office of the Division in order to determine if this
well, in Its present condition, provides a conduit for migration of injected fluid, If 50,
the applicant shall conduct repairs on the well in a manner acceptable io the Division,

District Offics of the Divition of the date and time of the installation of injection
equipment, the conductance of remedial cement operations, and of the mechanical
integrity pressure tests, in order that the same may be witnessed,

. (® The applicant shall immediately notify the supetvisot of the Hobbs District

Office of the Division of the failure of the tubing, easing or packer in any of the Injection
wells, the leaknge of water or oil from or around any producing well, or the leakage of
water or ofl from any plugged and abandoned well within the project area, and shall taks
such steps as may be timely and necessary o correct such fallure or leakage,
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(10) The subject waterflood Is hercby designated the Caprock Maljamar Unit

Waterflood Project and shall be governed by the provisions of Rule Nos. 70] through
708 of the Oil Conservation Division Rules and Regulations, '

(11) Monthly progress reports of the waterflood project herein authorized shall
be submitted to the Division In accordance with Rule Nos, 706 and 1115 of the Division
Rules and Regulations.

(12) Division Order Nos. R-2156, R-2137, R-2769, R-3011 and R-3129, which
orders approved, respectively, the Mumphy H. Baxter Maljamar, Zapata Maljamar
Western State, Mal-Gra Unit, Sinclalr Maljamar Johns, and the Pennzoil Maljamar
Waterflood Projects, are hereby superseded by this onder. _

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

(14) The certifled "project area” shall initially coincide with the Caprock
Maljamar Unit Area, descrived In Finding No. (3) above, provided however, the
"project area” and/or the producing wells eligible for the recovered oll tax rate may be
- contracted and reduced dependent upon the evidence presented by the applicant in its
demonstration of the occurrence of a positive peoduction response.

(15)  To be eligible for the EOR credit, the operator shall advise the Division
when water injection commences within Phase I, IT and IT and st sych time, request the
Division certify such phascs or areas to the New Mexico Taxation and Revenue
Department.

(16) At such me a3 a posive 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 shall identify the ana
actually benefitting from enhanced recovery operations, ind Identifylng the specific wells
which the operutor believes are aligible for the credit, The Division may review the
application sdminlstratively ot set it for hearing, Based upon evidence presented, the
Division will centify to The Department of Taxation and Revenus 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 o the rules and procedures for Qualification of Enhanced Oil Recavery Projects
and Certiflcation for the Recoversd Oil Tax Rate, qualifying a portion of lts Caprock
Maljamar Unit, Lea County, New Mexico, for the recoversd oil tax rats pursuant to the
“Enhanced Oil Recovery Act” (Laws 1992, Chapter 38, Sections 1 through 5), Is hereby
dismissed. .
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(18) Jurisdiction of this cause |3 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 CONSERVLTION DIVISION

G )

WILLIAM y,smv

Director

S EAL



