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 : S Ee
o CASE NO. 13350
ORDER NO. R-12228

APPLICATION OF MARBOB ENERGY CORPORATION FOR STATUTORY =
o 'UNITIZATION OF THE DODD FEDERAL UNIT AREA, EDDY COUNTY NEW
Co MEXICO

ORDER OF THE DIVISION
o BY THE DIVISION

| ThlS case came on for heanng at 8 15 a.m. on October 7 2004 at Santa Fe, New o

NSRS 'Mex1co before Exammer Dav1d R Catanach

NOW, on this 1* day of November, 2004 the Division Director, havmg cons1dered e
' the testlmony, the record and the recommendatlons of the Exammer R R

_FI_NLS_TI.LA_T

(1) Due pubhc notice has- been glven, and the Division has Junsdlctlon of this' * -

case and its subject matter.

' (2) Division Cases No. 13349 and 1335 0 were consohdated at the heanng forthe

- “-purpose of testimony.

(3) The applicant, Marbob Energy Corpora'tion (“Marbob”), seeks: (i) the
~ statutory unitization, pursuant to the Statutory Unitization Act, Sections 70-7-1 through 70-7-
21, NMSA 1978, of 2,400 acres, more or less, of all mineral interests in the Seven Rivers,
Queen, Grayburg and San Andres formations, Grayburg—J ackson (Seven R1vers—Queen-
Grayburg-San Andres) Pool, and the Glorieta and Yeso/Paddock formations, East Empire-
Yeso Pool, Eddy County, New Mexico, and to be known as the Dodd Federal Unit,
hereinafter sometimes referred to as the “Unit Area”; and (ii) approval of the Unit
Agreement and the Unit Operating Agreement, Wthh were submitted in evidence as
applicant's Exhibits No. 4 and 5, respectively, in this case.
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(4) The proposed Dodd Federal Unit consists of four Federal oil and gas leases
- located in Eddy County, New Mexico, and comprlses 2,400 acres, more or less describedas -
o follows - ~ : =

TOWNSHIP 17 SOUTH, RANGE 29 EAST, NMPM

o Section 10: -~ .« E/2,E2 W/2 .
. - Seection Il - All" »
. Section 14~ - All -
Section 15: . E/2

Section22: = - SE/4 SE/4 SW/4, S/2 NE/4, NE/4 NE/4 -

) Portions of the proposed Unit Area have previously been approved by the .

‘Division for secondary recovery operations within the Grayburg-Jackson (Seven Rivers-- o
. Queen-Grayburg-San Andres) Pool. The initial order authorizing waterflood operations was -~ =

“+*Division Order No. R-3013 issued in Case No. 3343 on'December 3,'1965. Subsequentto . -

o that time, expanded waterflood operations have been authorized by Division Orders No. .~ = .~ .
. WEX-254 dated February 2, 1967, WFX-258 dated March 25, 1967, WFX-268 dated August . . - -

" '14,1967, WFX-288 dated April 25, 1968, WFX-298 dated October2 1968 and WEX-307
: _ datedMarch7 1969. : : R :

(6) D1v1s1on records show that Marbob currently operates twelve (12) actrve b
. ‘bwater mjectlon wells within the proposed Umt Area. : . -

(7)  Marbob plans to contmue implementing secorldary recovery operations within . ..

the Dodd Federal Unit and also plans to expand these operatlons by convertmg addltlonal ’
wells to injection and expandmg the injection interval. : o

(8)  The proposed Unitized Formation is that interval underlying the Unit Area, - .
the vertical limits of which extend from the top of the Seven Rivers formation to the base of - -

the Yeso/Paddock formation or 5,000 feet beneath the surface, whichever is less, as reflected
on the Spectral Density Dual Spaced Neutron Log for the Marbob Energy Corporation’s
Mary Dodd “B” Deep Federal Well No. 2 (API No. 30-015-31041) located 1980 feet from
the North line and 1295 feet from the East line (Unit H) of Section 14, TOWIlShlp 17 South, .
Range 29 East, NMPM.

(9)  The Grayburg-Jackson (Seven Rivers-Queen—Grayburg—San Andres) Pool
encompasses the entire Unit Area with the exception of the NE/4 of Section 11.
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: “(10) - The East Emplre-Yeso Pool currently encompasses only that portlon of the
~Unit Area compnsmg the SE/4 and SE/4 SW/4 of Section 22. SO -

(11)  The Grayburg-Jackson (Seven Rivers-Queen-Grayburg-San Andres) Pool

*underlying the Unit Area has been reasonably defined by development and has been subject - .~
- 'to' secondary recovery operations for more than thirty (30) years. ‘According to-applicant’s - -~
e 'testrmony, the East Emplre-Yeso Pool is potentlally productlve throughout the entlre Umt'- R

: Area

(12) The .propose'd Unit Area contains five separate tracts of land owned by thirty-- .

= four, (34) different working interest' owners and approximately thirty-six (36) different : - °
- -overriding royalty interest owners. Royalty interest within the Unit Areals owned entrrelyby ol

the United States government

Q1 3) ‘As of the hearing date, 96.6655% of the workmg interest and 77. 0653% ofthe R
S overndmg royalty mterest have ratified the unit. : : e e

“(14) - " The United States Bureau of Land Management (“BLM’) has approved*'i Lo

o Marbob’s plan for unit operations.

(15) The apphcant has made a good faith eﬁ'ort to secure the voluntary..; Lo

S part101pat10n of all mterest owners m the Umt Area.

(16) Notlce of thlS apphcat1on was prov1ded to all affected interest owners in the S

o 'Umt Area No mterest owner appeared at the hearmg in opposmon to the apphcatlon

(17) Marbob plans to drill an additional 30- 35 wells w1thm the next five years to-

further develop the Grayburg-J. ackson (Seven R1vers-Queen—Grayburg—San Andres) Pool and' . |

- the East Empire-Yeso Pool.

-~ (18) --The continued implementation and expansion of secondary recovery: .
operations within the Unit Area under a unitization plan will enable Marbob to efﬁclently o
and effectively recover additional oil and gas reserves from the Unit Area. . SR

(19) The applicant projects that the unitized management, operation and further
development of the Unitized Formation within the Unit Area will result in the recovery of an
additional 13.7 million barrels of secondary reserves which would otherwise not be
recovered, thereby preventing waste.
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. (20)  The applicant further projects that the cost to implement operations within the -
Unit Area over. the life of the project are anticipated to be approxunately $86 5 million -
dollars.

(21) - The statutory unitization of the Unitized Formation within the Unit Area in

accordance with the plan embodied i in the Unit Agreement and Unit Operating Agreement - - :
- -will prevent waste and protect correlative rights and is upon terms and'condijtions that are -~ .-~ .
- fair, reasonable, equitable and in accordance with the Statutory Umtlzatlon Act, mcludmg alt - -

~of the elements necessary for the entry of an order.

(22) - The proposed unitlzed method of secondary recovery operatlons within the -~ . -~

“Unit ‘Areais feasible and will result with reasonable probability in: the-recovery of .

- substantially more oil and gas from the unitized portion of the pool than would othérwisebe . - - - - .

recovered.

(23) -'The estlmated additional ‘costs of such operations will not exceed. the L

: »estlmated value of the add1t10na1 oil recovered plus a reasonable profit. -

(24) Statutory unitization and adoptlon of applicant’s proposed umtrzed method of -
operatron will benefit the working interest and royalty interest owners within the proposed s
secondary recovery project area. SRS o :

(25) The Unit Agreement and Unit Operatmg Agreement apphcant SEXhlbltS No. - oo

4 and 5 in this case, should be mcorporated by reference into this order.-

(26) The Dodd F ederal Umt Agreement and the Dodd Federal Umt Operating ° |

Agreement provide:for unitization and unit operation upon terms and condltlons that are falr, SIS

reasonable and equitable, and include:

(a) an allocation to the separately owned tracts in the Unit Area of all oil
and gas that is produced from the Unit Area and that is saved, being
the production that is not used in the conduct of unit operations or not
unavoidably lost;
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(®)

.
(d

- (e_): :

- ®

(&

a provision for the credits and charges to be made in the adjustment

~among the owners in the Unit Area for their respective investmentsin . -

wells, tanks, pumps, machinery, materials and eqmpment contributed -
to the unit operatlons

- a-provision govermng how the costs of unit operations including - . . -

- ..~ capital investments shall be determined and charged to the separately - .+7iui.:
. ‘owned tracts and how such costs shall be paid, including a provision &=+ .= o

specifying when, how and by whom such costs shall be charged to the: = . .-

owners, or the interests of such owners, and how their interests may

be sold and the proceeds apphed to the payment of the1r costs;

a prov1s1on for carrymg any working mterest owner on a hnnted :
carried or net-profits basis, payable out of production, upon terms and -

conditions that are just and reasonable and that allow an appropriate - - |
3 charge for interest for such service payable out of production, upon
_ such terms and conditions determmed by the Division to be just and -

reasonable

- prov1s1on de31gnatmg a Umt Operator and prov1d1ng for supervision -

and conduct of unit operations, including the selection, removal and
substitution of an operator from among the working interest owners -
to conduct unit operatlons ' : S : S

a Votlng procedure for matters to be de01ded by the workmg interest -

owners under which each working interest owner shall have a voting .

interest equal to its participation; and

a provision specifying the time when the unit operation shall -

commence and the manner in which, and the, cn‘cumstances under-

which, the operations shall terminate and proﬁ"slon for the settlement
of accounts upon such termination.

(27) © The statutory unitization of the Dodd Federal Unit Area is in conformity with
the above findings, and will prevent waste and protect correlative nghts of all interest owners
within the proposed Unit Area, and should be approved. ‘
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~ (28)  Inorder to facilitate the orderly development of the Grayburg-Jackson (Seven
Rivers-Queen-Grayburg-San Andres) and East Empire-Yeso Pools wuhm the Umt Area, the-
- applicant should be required to file additional applications to:

(a) expand the pool boundary for the Grayburg-Jackson
- (Seven Rivers-Queen-Grayburg-San Andres) Pool to
include the NE/4 of Section 11, Townshlp 17 South

Range 29 East NMPM; . :

- (b) expand the vertlcal limits of the Grayburg-Jackson
' ~-(Seven Rivers-Queen-Grayburg-San Andres) Pool
within the Unit Area to mclude the Glorieta and Yeso
formatlons, and

(c) - . authorize expanded -waterflood operations to be -
-conducted within the Seven Rivers, Queen,; Grayburg,
San Andres, Glorieta and Yeso formations within the
Unit Area.
IT IS THEREFORE ORDERED:

: (1) - The epplication of Marbob Energy Corporation for the statutory unitization of .

+2,400 acres, more or less, being a portion of the Grayburg-Jackson (Seven Rivers-Queen- . -

Grayburg-San Andres) and East Empire-Yeso Pools, Eddy County, New Mexico, to. be -
-known as ‘the Dodd Federal Unit; is hereby approved pursuant to the- Statutory Umtlzatlon o
- Act, SCCthIlS 70-7-1 through 70-7-21, NMSA 1978.. . = L

(2) The Dodd Federal Unit shall comprise the followmg-descnbed 2,400 acres,
- ‘more or less, of Federal lands in Eddy County, New Mexico: .

TOWNSHIP 17 SOUTH, RANGE 29 EAST, NMPM

Section 10: E/2,E/2 W/2
Section 11: All

Section 14: All

Section 15: E/2 -

Section 22: SE/4, SE/4 SW/4, S/2 NE/4, NE/4 NE/4
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~(3) . The "Unitized Formation" shall comprise that .interval underlying the Unit

" Area the vertical limits of which extend from the top of the Seven Rivers formation to the
base of the Yeso/Paddock formation or 5,000 feet beneath the surface, whichever is less, as
reflected on the Spectral Density Dual Spaced Neutron Log for the Marbob Energy:

Corporation’s Mary Dodd “B” Deep Federal Well No. 2 (API No. 30-015-31041) located” -~ .
: .- -1980 feet from the North line and 1295 feet from the East lme (Umt H) of Sectron 14,
G i;-Townsth 17: South Range 29 East NMPM. - - S e

: (4) The Dodd Federal Umt Agreement and Dodd Federal Umt Operatmg‘ SR
Agreement, which were submitted to the Division at the time of the heanngasExhrblts No. 4.ﬁg~ IRIEII

--and 5, respectlvely, are hereby incorporated by reference into thls order

(5) The apphcant shall continue with its current waterflood actrvrtres and expand wet
such operations for the secondary recovery of oil and associated gas,. condensate, andall ... -

: -assomated llqueﬁable hydrocarbons wrthm and produced from the ‘Unit Area.

L (6) In order to facﬂrtate the orderly development ofthe Grayburg-J ackson (Seven Tl e
Rrvers Queen-Grayburg—San Andres) and East Empire-Yeso Pools wrthm the Umt Area, the;; T

apphcant shall file addltronal apphcatlons to:

(a) expand the pool boundary for the Grayburg-J ackson
. -+ (SevenRivers-Queen-Grayburg-San Andres) Pool to-
- include-the NE/4 of Section 11 Townsth 17 South ‘
- Range 29 East NMPM

®) expand the vertlcal 11m1ts of the Grayburg-J ackson _
(Seven Rivers-Queen-Grayburg-San Andres) Pool
- within the Unit Area to include the Gloneta and Yeso
formations; and

(©) authorize expa.nded waterflood operations to be
conducted within the Seven Rivers, Queen, Grayburg,
San Andres, Glorieta and Yeso formations within the
Unit Area.
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: (7). Since the persons owning the required statutory minimum percentage of . - = -

“interest in the Unit Area have approved or ratified the Unit Agreement and ‘the Unit
Operating Agreement, the interests of all persons within the Unit Area are hereby unitized
whether or not such persons have approved the Unit Agreement or the Unit Operating -

Agreement

(8) The applicant shall notify the Division Director in writing of'any rémoval or - s

substitution of the appllcant as unit operator by any other workmg mterest owner wfchm the. -
UmtArea : . : Ce e

- Division may deem necessary

" DONE n. Santa Fe New Mex1co on the day and year heremabove des1gnated

STATE OF NEW MEXICO .
- OIL CONSERVATION DIVISION

E FESMIR.E PE
Dlrector

’ (9.). J unsd1ct10n of th1s causeis retamed for the enu'y of such further orders asthe. .o .o
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CASE 13347:  Application of Williams Production Company for an exception to Rule 7(d) of the Special Pool
Rules and Regulations for Basin-Fruitland Coal Gas Pool to authorize the Simultaneous Dedication of the south half
of Section 8, Township 31 North, Range 5 West, NMPM, to two coal gas well located in the same quarter section, Rio
Arriba County, New Mexico. Applicant seeks an exception to Rule 7(d) of the Special Pool Rules and Regulations for
the Basin-Fruitland Coal Gas Pool, to authorize the simultaneous dedication of the S/2 of Section 8, Township 31 North,
Range 5 West, to the following two existing coal gas wells:

the existing Rosa Unit Well No. 379 that has been drilled as an intentionally deviated horizontal wellbore on a project
area comprised of the S/2 of this section from a surface location 1710 feet from the South line and 1680 feet from the
West line (Unit K) with the horizontal portion of the wellbore extending in an east southeast direction with a vertical
section of approximately 2500 feet traversing both quarter sections in the S/2 of Section 8, and

the proposed Rosa Unit well No. 379A to be drilled as a vertical well as the optional infill well on this 320-acre spacing
unit from a surface location 1130 feet from the South line and 1680 feet from the West line (Unit N) of Section 8.

The surface locations for the Rosa Unit Well Nos. 379 and 379A will both be located in the SE/4 of Section 8. Said
spacing unit is located approximately 8 miles North of Espinoza, New Mexico. :

CASE 13348:  Application of Marbob Energy Corporation for Compulsory Pooling, Eddy County, New Mexico.
- Applicant seeks an order pooling: all mineral interests from the surface to the base of the Morrow formation in the
following described spacing and proration units located in the S/2 of Section 12, Township 17 South, Range 31 East: the
S/2 for all formations and/or pools developed on 320-acre spacing which includes but is not limited to the Undesignated
Fren-Morrow Gas Pool; the SW/4 for all formations and/or pools developed on 160-acre spacing; and the NE/4 SW/4 for
all formations and/or pools developed on 40-acre spacing which includes but is not necessarily limited to the
Undesignated Grayburg-Jackson (Seven Rivers-Queen-Grayburg-San Andres) Pool and the Undesignated East Fren-
Paddock Pool. Said units are to be dedicated to.its Knockabout Federal Well No. 1 to be drilled at a standard gas well
location 1830 feet from the South line and 1980 feet from the West line (Unit K) of said Section 12. Also to be
considered will be the cost of drilling and completing said well and the allocation of the cost thereof as well as actual
operating costs and charges for supervision, designation of Hudson Oil Company of Texas as operator of the well and a
charge for risk involved in drilling said well. Said area is located approximately 3 miles East of Maljamar, New Mexico. -

- -CASE 13349:  Application of Marbeb Energy Corporation for Authorization of Unorthedox Well Locations within
- its Dodd Federal Unit, Eddy County, New Mexico. Applicant seeks authority to drill producing wells at unorthodox
locations within its Dodd Federal Unit located in portions of Township 17 South, Range 29 East, provided said locations
shall be no closer than 330 feet to the outer boundary of the Unit Area nor closer than 25 feet to any quarter section line
or quarter-quarter section line. Said unit is to be designated the Dodd Federal Unit. :

. .CASE 13350: Application of Marbob Energy. Corporation for Statutory Unitization of the Dodd.Federal Unit

Area, Eddy County, New Mexico. Applicant seeks an order unitizing, for the purpose of an enhanced recovery project,
all mineral interests in the Seven Rivers, Queen, Grayburg, and San Andres formations, Grayburg-Jackson (Seven Rivers-
Queen-Grayburg-San Andres) Pool and the Glorieta and Yeso/Paddock formations, East Empire-Yeso Pool, underlying
2400.00 acres, more or less, of Federal lands in the following acreage:

TOWNSHIP 17 SOUTH, RANGE 29 EAST, NMPM

Section 10: E/2, E2 W/2
Section 11: All
Section 14: All
Section 15: EN2

Section 22: SE/4, SE/4 SW/4, E/2 NE/4, SW/4 NE/4



