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NEW MEXICO OIL CONSERVATION DIVISION
- Engineering Bureau -
1220 South St. Francis Drive, Santa Fe, NM 87505

ADMINISTRATIVE APPLICATION CHECKLIST

THIS CHECKLIST 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:
INSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication)

[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Poollease Commingling]
[PC-Pool Commingling] [OLS - Off-Lease Storage] |[OLM-Off-Lease Measurement]
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Salt Water Disposal] [IPl-Injection Pressure increase]

1] TYPE OF APPLICATION - Check Those Which Apply for [A]
[A] Location - Spacing Unit - Simultaneous Dedication
JX[ NsL NSP [] sD

]I JUN 102003 o
Check Oné Only for [B] or [C] : N A
[B] Commingling - Storage - Measurement

‘O opuc [Jcs Jerc Jrc [J oLs D'OLM

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery
[J wrx l:s]pPMX [J swp [] .1 [J EOR [] PPR

[D] Other: Specify

[2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or Does Not Apply
[A] X Working, Royalty or Overriding Royalty Interest Owners

B] [ 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. Bureau 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] B4 Waivers are Attached

[3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

[4) CERTIFICATION: I hereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. I also understand that no action will be taken on this
application until the required information and notifications are submitted to the Division.

Note: Statement must be eted by an indiyi § gerial and/or supervisory capacity.
S FE.Micttcan/ —Tw0an Basin Asser Team 6/0}2&]

Print or Type Name “Signature v Title Date

Fllican

e-mail Address



Southemn U.S. Business Unit
Domestic Production

P.O. Box 552
(I\)I!?éathon Midiand, TX 79702-0552
MARATHON Hompany Telephone 915/682-1626

June 9, 2003

Mr. Richard Ezeanyim

QOil Conservation Division
1220 S. St. Francis Dr.

Santa Fe, New Mexico 87504

RE: Indian Hills Unit Gas Com Well No. 56 Unorthodox Location

453’ FSL & 350° FWL, Sec. 21, Township 21 South, Range 24 East (SHL),
179’ FNL & 1207’ FEL, Sec. 29, Township 21 South, Range 24 East (BHL)
Indian Basin Upper Pennsylvanian Associated Pool

Dear Mr. Ezeanyim,

By means of this application, Marathon Oil Company respectfully requests administrative
approval for a non-standard location for the proposed Indian Hills Unit Gas Com Well No. 56
with a surface location of 453° FSL & 350’ FWL, Section 21, Township 21 South, Range 24
East, and a bottom hole location of 179’ FNL & 1207’ FEL, Section 29, Township 21 South,
Range 24 East, and to be dedicated to a standard 320 acre spacing unit consisting of the East half
of Section 29. Marathon is proposing to drill this well to an unorthodox location in the Upper
Pennsylvanian formation. This will be a directionally drilled well.

Marathon proposes to complete the Indian Hills Unit Gas Com Well No. 56 in the “Indian Basin
Upper Pennsylvanian Associated Pool” as promulgated by the New Mexico Oil Conservation
Division Order Nos. R-9922, R-9922-A, R-9922-B, R-9922-C, R-9922-D and R-9922-E and the
general rules for the Associated Gas Pools of Southeast New Mexico as promulgated by Division
Order No. R-5353. These rules require wells to be located no closer than 660 feet to the outer
boundary of the proration/spacing unit and no closer than 330 feet to the governmental
quarter/quarter section lines. Indian Hills Unit Gas Com Well No. 56 location is unorthodox
because the producing interval infringes upon the 660 foot setback from the northern boundary
of the 320 acre “stand-up” gas proration unit dedicated to the East half of Section 29 (please see
Attachment #1, 1A and 1B - Well Location and Acreage Dedication Plats, Attachment #2 -
Location Verification Map and Attachment #3 — Vicinity Map). Based on the proposed
directional plan, it is expected that the top of the Upper Pennsylvanian formation will be
penetrated at 99° FNL & 1013’ FEL in Section 29, (please see Attachment #4 — Directional Plat
supplied by Baker Inteq, Marathon’s proposed directional drilling company for the well).



Participating Area:

The proposed well is located within the Indian Hills Unit Upper Pennsylvanian Participating
Area (see Attachment #5). The Indian Hills Unit is operated by Marathon Oil Company. Indian
Hills Unit Gas Com Well No. 56 is proposed to be dedicated to a proration unit consisting of the
East half of Section 29, Township 21 South, Range 24 East.

Directional Wellbore:

The Indian Hills Unit Gas Com Well No. 56 is proposed to be directionally drilled. Marathon’s
development of the East Indian Basin area relies heavily upon directionally drilled wellbores due
to the topographical constraints of the Seven Rivers Hills, the Azotea Mesa Plateaus, and the 100
year flood plain of the Rocky Arroyo Canyon (please see Attachment #2). Therefore, the only
available surface location to drill a development well for the NE/4 of Section 29 falls in the
SW/4 of Section 21.

Reservoir Management Plan:

Currently three (3) wells, the Indian Hills Unit Gas Com Well Nos. 14 (API No. 30-015-30624),
27 (API No. 30-015-31406) and 47 (API No. 30-015-32536), produce from the Indian Basin
Upper Pennsylvanian Associated Pool in the East half of Section 29, with the Indian Hills Unit
Gas Com Well No. 27 being the only well located in the NE/4 of Section 29. The proposed
Indian Hills Unit Gas Com Well No. 56 will develop the northern 80 acre “lay-down” in the
Upper Pennsylvanian in the N/2 NE/4 of Section 29.

Marathon is entering its final anticipated infill development phase of the Indian Basin Upper
Pennsylvanian Associated Gas Pool. The objective of this program is to infill drill the oil
column from the current ~160-acre well density to an ~80-acre well density. It is Marathon’s
belief that the oil zone should be developed on tighter spacing than the current ~160 acre
development of the gas zone. The proposed ~80-acre infill program will improve oil recovery
while minimizing both economic and reservoir waste.

Due to current pool rules allowing one well per 80 acres, only one (1) additional well can be
drilled in the East half of Section 29. The BHL of the Upper Pennsylvanian in the Indian Hills
Unit Gas Com Well No. 56 provides a well balanced and near equal inter-well spacing between
the existing wells. This ‘equal’ inter-well spacing will minimize well-to-well interference and
hence maximize reserve recovery. By placing the well at the proposed BHL, Marathon can
maximize and adequately drain reserves from the East half of Section 29. It is Marathon’s belief
that the proposed unorthodox location represents a superior location in regard to optimal
reservoir drainage.

Geologic Issues:

The Indian Basin Upper Pennsylvanian Associated Pool is predominantly composed of dolomite
and limestone sequences. With current technology, only the dolomite sequences have proved
productive and economic. The Indian Hills Unit Gas Com Well No. 27 encountered over 100’ of
non-reservoir quality limestone above the oil water contact. As a result, the well has been a poor
oil take point. Based on other open hole logs in the area, the limestone facies thin moving north



and east from Indian Hills Unit Gas Com Well No. 27. This is illustrated by the blue shaded
areas in the attached cross-section between Indian Hills Unit Gas Com Well No. 27 and Indian
Hills Unit Well No. 18 (API No. 30-015-30564) (please see Attachment #6 - Upper
Pennsylvanian Structure Map and Attachment #7 — Cross-Section). The Indian Hills Unit Well
No. 1 (API No. 30-015-10066) in U/L ‘M’ of Section 21 has no limestone in the pay interval.

The proposed location for the Indian Hills Unit Gas Com Well No. 56 is expected to encounter
minimal limestone because the unorthodox location is approximately 1300’ north from the
Indian Hills Unit Gas Com Well No. 27 (which has 100’ of limestone above the oil water
contact) and approximately 1300’ east from the Indian Hills Unit Well No. 18 (which has 20’ of
limestone above the oil water contact). Furthermore, the proposed penetration point at 99’ FNL
& 1013’ FEL in Section 29 is approximately 10’ structurally down dip from a standard location
in the NE/4 NE/4 (UL “A”). If limestone is encountered, being farther downdip will be
beneficial because it is more likely the limestone will be below the oil water contact. Therefore,
it is Marathon’s opinion that the proposed unorthodox location is geologically superior to a
standard location.

Notifications and Waivers:

The mineral ownership of the East half 320 acre proration unit of Section 29 is not the same as
the South half of Section 20 which offsets the proposed unorthodox location in the Upper
Pennsylvanian formation. In Sections 16, 17, 20, 21, 28 and 33 Marathon Oil Company has a
99.54544% working interest while Nearburg Exploration has a 0.45456% working interest. The
following is a breakdown of the working interest owners in Section 29:

Marathon Oil Company --- 93.323865%
Texas Independent Exploration --- 1.28125%
Claremont Corporation --- 1.40937%
Tandem Energy Corporation --- 1.28125%
Hanagan Properties --- 0.28125%

Hugh E. Hanagan --- 0.28125%

Nolan Brunson, Jr. --- 0.5625%

Devon Energy --- 1.15313%

Nearburg Exploration --- 0.426135%

As the only offsetting interest owner, Nearburg Exploration has been notified in writing of
Marathon’s intention of producing the unorthodox Upper Pennsylvanian location for the Indian
Hills Unit Gas Com Well No. 56. Enclosed is a copy of the letter from Nearburg waiving
objection to our proposal (Please see Attachment #8 — Waiver Letter).

Should you have any questions/comments/concerns, please contact me at (432) 687-8306.
Respectfully,
Steven F. Millican

Indian Basin Asset Team
Marathon Oil Company




DISTRICT I

P.0. Box 1960, Hobbe, NM 868241-1880

DISTRICT I

P.0. Drawer DD. Arteain, NM 88211-0718

DISTRICT III

1000 Rio Brazos Rd., Aztec, NM 87410

DISTRICT IV

P.0. BOX 2088, SANTA FE, N.M. 87504-2088

Staté of New Mexico

Energy, Minorals end Natursl Resources Department

OIL CONSERVATION DIVISION

P.0. Box 2088

Santa Fe, New Mexico 87504-2088

WELL LOCATION AND ACREAGE DEDICATION PLAT

ATTACHMENT #1

Form C-102

Revised February 10, 1994

Submit to Appropriate District Office
State Lease — 4 Copies

Fec Lease - 3 Copies

0 AMENDED REPORT

API Number Pool Code Pool Name
33685 Indian Basin Upver Penn. Assoc. ‘
Praperty Code Yroperty Name Well Number
INDIAN HILLS UNIT GAS COM 56
OGRID No. A Dperetor Name Elevation
14021 MARATHON OIL COMPANY 3667’
Surface Location
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the Fast/West line County
M 21 21-S 24—-E 453’ SOUTH 350° WEST EDDY
Bottom Hole Location If Different From Surface
UL or lot No. Section Townsahip Range Lot Idn Feet from the North/South line Feet from the East/Weat line County
A 29 21-S 24-E 179! HORTH 1207 EAST EDDY
Dedicated Acres Joint or Infill Congolidation Code Order No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

OR A NON—-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

OPERATOR CERTIFICATION

I hereby certify the the information
coniainad herein is frue and complets to the
best of my knowledge and belief.

Jerry Fletcher

Printed Name
Engineer Tech.
Title :
6/3/03

Date

SURVEYOR CERTIFICATION

I hereby certify that the well location shoun
on this plat was platted from fisld notes of
actual surveys made by me or wunder my
supervison, and that the same {s frue and
correct io the best of my belisf.

May 19, 2003

LoT 2 l LOT 1
38.26 AC 38.29 AC
LOT 3 LOT 4
GEODETIC COQRDINATES
NAD 27 NME
Y = 530701.1
X = 445521.6
LAT. 32°27'31.99°N
LONG. 104°30°35.85"W
36.69 AC 36.72 AC
LOT & .LOT 5
36.35 AC 36.29 AC
Lot 7 LOT 8
350°
)
[[v]
< 37.74 AC 37.68 AC

Date Sgrylcj;qg AWB
Signature & Sead 5f
Protéasional
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DISTRICT I

P.0. Bax 1880, Bobbs, NX BB341-1880

DISTRICT 11

P.0. Draver DD, Artesin, NM 88211--0718

State of New Mexico
Energy, Minerals and Natural Resources Department

P.0. Box 2088

OIL CONSERVATION DIVISION

ATTACHMENT #1A

Form C-102

Revised February 10, 1084

Submit to Appropriste District Office
State lease — 4 Copies

Fee leage — 3 Copies

DISTRICT III Santa Fe, New Mexico 87504-2088
1000 Rio Brazos Rd., Azmtec, NM 87410 .
DISTRICT IV _
P.0. BOX 2088, EANTA YE, N.M. 87504-2088 WELL LOCATION AND ACREAGE DEDICATION PLAT 3 AMENDED REPORT
" AP Number Pool Code Pool Name
33685 Indian Basin Upper Penn. Assoc.
Property Code Property Name Well Number
INDIAN HILLS UNIT GAS COM. 56
OGRID No. Operator Name Elevation
14021 MARATHON. OIL COMPANY 3667
Surface Location
UL or lot No. Section Township Range Iot Idn Feet from the North/South line Feet from the East/West line County
! 21 | 2128 | 24-F 453" soutH ‘| 350" WEST EDDY
Bottom Hole Location If Different Frbm Surface
UL or lot No. Section Townsahip " Range lot ldn Peet' from the North/South line Peet from the Bast/Weat line County
A 29 21-8 24-E 179' North 1207" EAST EDDY
Dedicated Acres Joint or Infill Conaolidation Code Order No.
320 E/2

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

Non-Standard

Standard
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OPERATOR CERTIFICATION

I heredy certify the the information
contained herein is true and complele to the
best of my knowledge and bdelisf.

ﬁ 7, T

Je ry Fletcher
Printed Name

Engineer Tech.
L~ Title

6/5/03

Date

SECTION

{0

IHU G.C.# 13
BHL

'%14
|

2307
po0”

IHU

5L
[

29 T- 21 S, R—ZTE

SURVEYOR CERTIFICATION

! hereby certify that the well location shown
oa this plat was ploited from field notes of
acweal swrveys made by me or wunder my
supervison, anrd that the same is frue anrd
correct to the best of my kmowledge and

belief.

Date Surveyed

&

IHU # 38
BHL

,7517

7

IHU # 47 BHL

gt

AN

Signature & Seal of
Professional Surveyor

Centificate No.




DISTRICT 1

P.0. Box 1880, Bobbe, NN BB341-1880

DISTRICT 1II

P.O. Drawer DD, Arisain, NM 882110718

DISTRICT 1IN

1000 Rio Brazoe Rd., Astec, NM 87410

DISTRICT IV

P.0. BOX 2088, HANTA FR, N, B87004-2008

OIL CONSERVATION DIVISION

Santa Fe, New Mexico 87504-2088 _

WELL LOCATION AND ACREAGE DEDICATION PLAT

State of New Mexico

Energy, Minerale and Natural Resources Department

P.0. Box 2088

ATTACHMENT #1B

Form C-102

Revived February 10, 1084

Submit to Appropriate District Office
State Lease — 4 Copies

Fec Leape ~ 3 Coples

O AMENDED REPORT

AP] Number

33685

Pool Code

Pool Name

Indian Basin Upper Penn. AssOc.

Property Code

Property Name Well Number
INDIAN HILLS UNIT GAS COM 56
OGRID No. Operator Name - Blevation
14021 MARATHON. OIL COMPANY 3667!
Surface Location
UL or lot No. Section Townehip Range Lot Idn Feet from the North/South line Feet from the Eant/West line County
"™ 21 21-8 24-E 453" SOUTH 350’ WEST" EDDY
_ Bottom Hole Locat.iox_a If Different From Surface
UL or lot No. Section Townsohip Range Lot Idn Feet from the North/South line Feet from the East/West line County
nA" 29 21-5 24-F. 179" NORTH 1207" EAST EDDY
Dedicoted Acres Joint or Infill Connolidstion Code Order No.
320 E/2 .

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

|

OPERATOR CERTIFICATION
1 heredy certify the ths information

contained Aarein is true and complate lo tha
beat of my knowledge and bslicf.

=7

Signat

Southwest Quarter Jerry Fletcher
Wl Printed Name
l Section 21 Engineer Tech.
) Title /
. ' 6/3/03
Project Area Lisé.'@, T
By [ SURVEYOR CERTIFICATION
\;\»—~ \\ - g “'v:. ‘ 7 I hereby certify that the well location shown
& < gyt o o on this plat was plotied from fieid notes of
8 . :,- // S },/';//’_r'\...--’{?\lgond St.:andird actual swrveys made by me or wnder my
1 &L (- e roducing Area supervizon, and that the same is true and
I A correct 1o the best of my knowledge and
B g Py . :
' "\\ Date Surveyed -
- RN — S .
o N TN Signature & Seal of
| rﬂOrﬂ‘ea?t Quan’t‘pr “Standard Produg¢ing Area Professional Surveyor
Section 29 N
- |
.\ r
‘ Cemtilicate No.
N
J L :




ATTACHMENT #2

LOCATION VERIFICATION MAP
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SCALE: 1” = 2000’ CONTOUR INTERVAL: 20’
MARTHA CREEK, N.M.

SEC. 21 TWP.21=S RGE. 24—F AZOTEA PEAK, N.M.

SURVEY. N.M.P.M.

COUNTY. EDDY

DESCRIPTION 453’ FSL 350° FWL JOHN WEST SURVEYING
ELEVATION ___3667" HOBBS, NEW MEXICO
OPERATOR _MARATHON OIl COMPANY (505) 393-3117

LEASE INDIAN HILLS UNIT

U.S.G.S. TOPOGRAPHIC MAP
MARTHA CREEK AZOTEA PEAK, N.M.N.M.

Ty



VICINITY MAP

ATTACHMENT #3
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SEC._21 TWP.21-S RGE._24-L
SURVEY, N.M.P.M.

" COUNTY. EDDY JOHN
HOBBS, NEW MEXICO
(505) 393-3117

DESCRIPTION 453" FSL 350’ FwL
ELEVATION ___3667"

OPERATOR _MARATHON Ol COMPANY
LEASE INDIAN HILLS UNIT

WEST SURVEYING

1" = 2 MILES
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<— True Vertical Depth (feet)
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Vertical Section (feet)
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— o . i ‘
- Marathon Oil Company |

Structure : INDIAN HILLS UNIT GAS COM #56 Slot : slot #1

True Vertical Depths are reference rotary table

Field : INDIAN BASIN Location : Eddy County New Mexico
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 INDIAN HILLS UNIT ATTACHMENT #5
UPPER PENNSYLVANIAN PARTICIPATING AREA
EDDY COUNTY, NEW MEXICO
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ATTACHMENT #6
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. : ; ATTACHMENT #7

MARATHON OIL COMPANY MARATHON OIL
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NEARBURG MIDLAND Fax:915-686-7806 Jun 6 03 14:15 P.02

Southern U.S. Business Unit

Domestic Praduction ATTACHMENT #8
Marathon P.O. Box 552
. Midland, TX 79702-0552
@ Oil Company Telephone 915/682-1626

June 6, 2003

Mr. Bob Shelton

Nearburg Exploration Company, LLC
3300 North A Street, Building 2, Suite 120
Midland, Texas 79705

Re: Application for an Unorthodox Well Location for the Indian Hills Unit Gas Com No. 56
Location: UL “A”, 99* FNL and 1013’ FEL, Section 29, T-21-S, R-24-E, Eddy County, New Mexico

Dear Bob:

Marathon Qil Company proposes to drill and complete the Indian Hills Unit Gas Com Well No. 56 in the “Indian
Basin Upper Pennsylvanian Associated Pool" as promulgated by thc New Mexico Oil Conservation Division Order
Nos. R-9922, R-9922.A, R-9922-B, R-9922-C, R-9922-D and R-9922-E and the geveral rules for the Associated
Gas Pools of Southeast New Mexico as promulgated by Division Order No. R-5353. These rules require wells to be
located no closer than 660 feet to the outer boundary of the proration/spacing unit and no closer than 330 feet to the
governmental quarter/quarter section lines. Indian Hills Unit Gas Com No. 56 location is unorthodox because the
producing interval infringes upon the 660 foot setback from the northern boundary of the 320 acre “stand-up™ gas
proration unit dedicated to the East half of Section 29. The 80-acre spacing unit for the Indian Hills Unit Gas Com
No. 56 will be a “lay-down” in the N/2 of the NE/4 of Section 29.

This letter is to inform you, as an offset nperator or interest owner, of Marathon’s intention to request administrative
approval for this non-standard location. If you have an objection to this application, it must be filed, in writing, with
the New Mexico Qil Conservation Division, 1220 S. St. Francis Dr., Santa Fe, New Mexico 87504, within 20 days
from the date of this Ictter. Should you have no objection to this Incation, please sign below and return an executed
copy of this letter to me. The application for administrative approval for this location will be sent to the Oil
Conservation Division in Santa Fe as soon as possible. If you have any questions or need more information, please
call me a1 687-8312.

Sincerely.

“pl

Wyn Emerson
Landman
Indian Basin Asset Team

Signanure:_ /;/_//./J/%Q_ "Waiver granted suhject to the 320

acre spacing unit for the Ipdian Hills
Robert G. Shelton Gas Com, No, 56 well being the E/2 of
Section 29,"

Printed Name:

Title: Atto rngy-in—Fac t

Company Name:__Neatburg Explexation Company, L.L.C.

Date: z /( /0—?

cc: Fred White
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