STATE OF NEW MEXICO

ENERGY aoMINERALS DEPARTMENT

OIL CONSERVATION DIVISION

April 10, 1987

GARREY CARRUTHERS . POST OFFICE BOX 2088

GOVERNOR : : STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87501
(5051 827-5800

Marathon 0il Company
P.O. Box 3128 :
Houston, Texas 77253

Attention: R. J. Peterson

Re: Administrative Order NFL-167

Dear Mr. Peterman:

Reference is made to your application for an Infill
Well Finding and Well-Spacing Waiver made pursuant to
Section 271.305(b) of the Federal Energy Regulatory
Commission regulations, Natural Gas Policy Act of 1978, and
0il Conservation Division Order No. R-6013. for the
following described well: .

South Eunice (7RQ) Unit Well No. 440 located 2630
feet from the North line and 1550 feet from the East
line (Unit G) of Section 35, Township 22 South, Range
36 East, NMPM, Lea County, New Mexico.'

THE DIVISION FINDS THAT: .

(1) Section 271.305(b) of the Federal Energy
Regulatory Commission Interim Regulations promulgated
pursuant to the Natural Gas Policy Act of 1978 provides
that, in order for an infill well to qualify as a new
onshore production well under Section 103 of said Act, the
Division must find, prior to the commencement of drilling,
that the well is necessary to effectively and efficiently
‘drain a portion of the reservoir covered by the proration:
unit which cannot be so drained by any existing well within
that unit, and must grant a waver of existing well-spacing
requirements.

(2) By Division Order No. R-6013, dated June 7, 1979,
the Division established an administrative procedure
whereby the Division Director and the Division Examiners
are empowered to act for the Division and find that an
infill well is necessary.

(3) The well for which a finding is sought is to be
completed in the South Eunice Seven Rivers Queen Pool, and
the standard spacing unit in said pool is 40 acres.
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(4) A standard 40-acre oil proration unit comprising
the SW/4 NE/4 of Section 35, Township 22 South, Range 36
East, is currently dedicated to the applicant's South
Eunice (7RQ) Unit Well No. 404 also located in Unit G of
said Section 25.

(5) Said unit is not being effectively and efficiently
drained by the existing well on the unit.

(6) The drilling and completion of the well for which
a finding is sought should result in the production of an
additional 24,000 MCF of gas from the proration unit which
would not otherwise be recovered.

(7) All requirements of Division Order No. R-6013
have been complied with, and the well for which a finding
is sought is necessary to effectively and efficiently drain
a portion of the reservoir covered by said proration unit
which cannot be so drained by any existing well within the
unit. ' : ‘

(8) In order to permit effective and efficient
drainage of said proration unit, the subject application
should be approved as an exception to the standard
well-spacing requirements for the pool.

- IT_IS THEREFORE ORDERED THAT:

(1) The applicant is hereby authorized to drill the
South Eunice (7RQ) Unit Well No. 440 as described above, . as
an infill well on the existing 40-acre o0il proration unit
comprising the SW/4 NE/4 of -Section 35, Township 22 South,
Range 36 East, NMPM, South Eunice Seven Rivers Queen Pool,
Lea County, New Mexico. The authorization for infill
drilling granted by this order is an exception to
applicable well spacing requirements and is necessary to
permit the drainage of a portion of the reservoir covered
by said proration unit which cannot be effectively and
efficiently drained by any existing well thereon.

(2) Jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem
necessary.

. Michael E. Stog
Examiner

MES/et
Xc: O0Oil Conservation Division - Hobbs
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# APPLICATION OF MARATHON OIL COMPANY
#TO EXPAND  ITS SOUTH EUNICE

+f (SEVEN RIVERS-QUEEN) UNIT WATER

4 FLOOD PROJECT IN THE SOUTH EUNICE

1 COUNTY, NEW MEXICO. WFX NO. 414

3

ATMINISTRATIVE ORDER
OF THE OIL CONSERVATION COMMISSION

{ Under the provisions of Order No. R-4217, Marathon Oil Company has made
japplication to the Commission on May 17, 1974, for permission to expand its
iSouth Eunice (Seven Rivers-Queen)Unit Water Flood Project in the South Funice
ﬁSeven Rivers-Queen Pool in Lea County, New Mexico.

NOW, on this 1st day of June, 1974, the Secretary-Director finds:

|
i
!
é 1. That application has been filed in due form;

{

! 2. That satisfactory information has been provided that all offset
.operators have been duly notified of the application;

' 3. That no objection has been received within the waiting period as
prescribed by Order No. R-4217.

f 4. That the proposed injection wells are eligible for conversion to
“water injection under the terms of Order No. R-4217;

#will not cause waste nor impair correlative rights.
: "~ 6. That the application should be approved.
IT IS THEREFORE ORDERED:

That the applicant, Marathon 0il Ccmpany, be and the same is hereby
:authorized to inject water into the Seven Rivers-Queen formation through the
following described wells for purposes of secondary recovery, to wit:

South Funice Seven Rivers-Queen Unit Well No. 102
located in Unit M of Section 23,

g South Eunice Seven Rivers-Queen Unit Well No. 202
1 located in Unit E of Section 26,

% South Eunice Seven Rivers-Queen Unit Well Mo. 401
: lecated in Unit O of Section 26,

South Eunice Seven Rivers-Queen Unit Well No. 404
located in Unit G of Section 35,

South Eunice Seven Rivers-Queen Unit Well No. 405
located in Unit A of Section 35,

South Eunice Seven Rivers-Queen Unit Well No. 408
located in Unit . of Section 35, -

South Funice Seven Rivers—Queen‘Unit Well No. 410
located in Unit M of Section 36,

South Eunice Seven Rivers-Queen Unit Well No. 411
located in Unit E of Section 36, :

|

" SEVEN RIVERS-QUEEN POOL IN LEA ADMINISTRATIVE ORDER

§ 5. That the proposed expansion of the above-referenced water flood project
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¥ .
South Eunice Seven Rivérs-Queen Unit Well No.
) 413, located in Unit I of Section 36, =
. | : ‘ . South Eunice Seven Rivers-Queen Unit Well No.
- bR : | 414, located in Unit O of Section 36,

s South Eunice Seven Rivers-Queen Unit Well No.
i o : 433 located in Unlt G of Section 25, -

South Eunice Seven Rivers-Queen Unit Well No.
502 located in Unit M of Section 26,

South Eunice Seven Rivers+Queen Unit.Well No.
504 located in Unit K of Section 26, and

South Eunice Seven Rivers-Queen Unit Well MNo.
702 located in Unit O of Section 35,

all in Township 22 South, Range 36 East, NMPM, Lea County, New Mexico.

DCNE at Santa Fe, New Mexico, on the day and year hereinabove

~ designated.
' . STATE OF NEW MEXICO

C#L JCONS TIG ?l SSION
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A, L. PORTER, Jr.

Secretary-Director
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy, via
resgistered mail, -of Marathon 0il Company's request for Infill Well
Finding for South Eunice Unit Well No. 440, South Eunice (Seven
Rivers Queen) Field, Lea County, New Mexico upon all offset operators
as listed below as required by New Mexico Order No. R-6013-A.

Arco 0il and Gas

P. 0. Box 1610
Midland, Texas 79702
"~ Attn: Jerry Tweed

a”%/

Peterman Manager
Contracts & Regulatory Compliance

Subscribed and sworn to before me, a Notary Public,

IMokeh 5 )98

Kouploo @(memam)

N /" Notary Public

T KAYLA RAE PIGMAN
P coz Notary Putic, State of Toxas
My Commission Expires 7:16-89




. Réquest for Infill Well Finding
South Eunice Unit Well No. 440
South Eunice (Seven Rivers Queen) Field
Lea County, New Mexico

In compliance with Rule 8 of Filing Requirements for Natural Gas Policy Act
Infill Findings, Marathon is submitting a plat showing 40-acre spacing
within the South Eunice Unit and a description of all wells drilled on the
proration unit (including the completed infill well) which are completed in
the same pool or reservoir as the proposed infill well. Also attached is a
statement indicating why the existing well on the proration unit cannot
effectively and efficiently drain the portion of the reservoir covered by
the proration unit. '

I. WELL ON WHICH FILING FOR INFILL FINDING IS BEING MADE

+ A, Lease Name & Well Location: South Eunice (7RQ) Unit No. 440.

Unit G, Section 35, T-22-S, R-36-E, 2630' FNL & 1550' FEL,

1

Lea County, New Mexico.

B. Spud Date: 02/02/86

C. Completion Date: N/A

D. Mechanical Problems: None

E. Current Rate of Production: N/A

F. Date of P&A: None

IXI. EXISTING WELL ON PRORATION UNIT

A. Lease Name & Well Location: South Eunice (7RQ) Unit No. 404.

Unit G, Section 35, T~22-S, R-36-E, 1980' FNL & 2310' FEL,

Lea County, New Mexico

B. Spud Date: 9-30-57

C. Compiétion Date: 10-10-57

D. Mechanical Problems: None




South Eunice Unit Well No's. 438 & 440

Lea County, New Mexico

Reserves of 80,000 barrels of oil and 24,000 MCF of gas are expected from
each of the wells listed above. This reserve figurg was derived from
volumetric calculations, using the following parameters: average

porosity 157, drainage area = 10 acres, net pay thickness = 50 feet, water

saturation = 357, formation volume factor = 1.2, recovery efficiency = 25%,

and gas-oil ratio = 300 SCF/STB.

The area was originally developed on 40 acre spacing in the late 1950's and
" early 1960's. 1In the mid-1970's a pilot and later a unit-wide waterflood
were implemented, utilizing the existing wells, It is believed that only a
small portion of the unitized reservoir has been successfully waterflooded,
due to the low permeability of the fine-grained Queen sandstone and the
presence of high permeability streaks in portions of the Unit. Two-thirds
of the waterflood production has come from several wells that encounter one
particular high permeability sand member in the northeastern portion of the
Unit.

Due to this low permeability of the majority of the Queen pay, each well
has drained considerably less than the 40 acres currently assigned. As
shown above, reserves of 80,000 barrels can be calculated assuming only 10
acre drainage, and many wells in the unit have not made that much. It is
expected that these Infill wells can recover primary reserves from tight

Queen sands after adequate stimulation.

It is also believed that fhese wells will help to recover additional
secondary reserves from higher permeability intervals which are floodable.
Pressure testing of wells has indicated an unusually low reservoir pressure
in some producing wells, indicating inadequate injection support. This may
be caused by reservoir discontinuifies betweén producing wells and
injection wells. By infill drilling in the South Eunice Unit, more
continuous pay will be developed which should improve waterflood

recoveries.

DGJ/NPS/dah
1-20-86




(C - DRILLING - Cont'd.)

In the event gas production is encountered in a well which was
projected to an oil-producing horizon and which is located
accordingly but does not conform to the above gas well location
rules. it shall be necessary for the operator to bring the mattertoa
hearing before approval for the production of gas can be given.

III. All counties except Lea, Chaves, Eddy, Roosevelt, San
Juan. Rio Arriba, and Sandoval (As Amended by Order
No. R-6870, February 1, 1982.)

Any wildcat well which is projected as an oil well in any
county other than Lea, Chaves, Eddy, Roosevelt, San Juan, Rio
Arriba, and Sandoval shall be located on a tract consisting of
approximately 40 surface contiguous acres substantially in the
form of a square which is a legal subdivision of the U. S. Public
Land Surveys, or on a governmental quarter-quarter section or
lot and shall be located not closer than 330 feet to any boundary
of such tract

Any wildcat well which is projected as a gas well to a
formation and in an area which, in the opinion of the Division
representative approving the application to drill, ma
reasonably presumed to be productive of gas rather than o1l
shall be located on a drilling tract consisting of 160 surface
contiguous acres, more or less, substantially in the form of a
square which is a quarter section, being a legal subdivision of
the U. S. Public Land Surveys, and shall be located not closer
than 660 feet to any outer boundary of such tract nor closer than
%:(3)0 i‘;eet to any quarter-quarter section or subdivision inner

undary.

C. ACREAGE AND WELL LOCATION REQUIREMENTS
FOR DEVELOPMENT WELLS (As Amended by Order
No. R-4383. September 6, 1972, and Order No. R-5113,
November 1, 1975.)

I. Oil Wells, All Counties {(As Amended by Order No. R-4383,
September 6. 1972.)

Unless otherwise~provided in special pool rules, eachdevelop-
ment well for a defined oil pool shall be located on a tract
consisting of approximately 40 surface contiguous acres sub-
stantially in the form of a square which is a legal subdivision
of the U. S. Public Land Surveys, oron a governmental quarter-
quarter section or lot, and shall be iocated not closer than 330
feet to any boundary of such tract nor closer than 330 feet to
the nearest well drilling to or capable of producing from the
same pool. provided, however, only tracts committed to active

secondary recovery projects shall be permitted more than four
wells.

1. Gas Wells .

(a) Lea. Chaves, Eddy, and Roosevelt Counties

Unless otherwise provided in special ol rules, each
development well for a defined gas pool in a formation younger
than the Wolfcamp formation, or in the Wolfcamp formation
which was created and defined by the Division prior to
November 1, 1975, or in a Pennsylvanian age or older formation
which was created and defined by the Division prior to June 1,
1964, shall be located on a designated drilling tract consisting of
160 surface contiguous acres, more or less, substantially in the
form of a square which is a quarter section being a legal
subdivision of the U. S. Public Land Survegs, and shall be
located not closer than 660 feet to any outer boundary of such
tract nor closer than 330 feet to any quarier-quarter section or
subdivision inner boundary nor closer than 1320 feet to the
nealrest well drilling to or capable of producing from the same
pool.

Unless otherwise provided in the special pool rules, each
development well for a defined gas pool in the Woffcamp
formation which was created and defined by the Division after
November 1, 1975, or of Pennsylvanian age or older which was
created and defined by the Division after June 1, 1964, shall be
located on a designated drilling tract consisting of 320 surface
contiguous acres, more or less, comprising any two contiguous
quarter sections of a single governmental section, being a legal
subdivision of the U. S. Public Land Surveys. Any such well

SECTION 1

New Mexico Page 7

having more than 160 acres dedicated to it shall be located not
closer than 660 feet to the nearest side boundary of the dedicated
tract nor closer than 1980 feet to the nearest end boundary nor
closer than 330 feet to any quarter-quarter section or subdivision
inner boundary. (For the purpose of this rule, ‘side’ boundary
and ‘end’ boundary are as defined in Section B I (a) of this rule.)

(b) San Juan, Rio Arriba, and Sandoval Counties

Unless otherwise provided in special pool rules, eachdevelop-
ment well for a defined gas pool shall be located on a designated
drilling tract consisting of 160 surface contiguous acres, more
or less, substantially in the form of a square which is a quarter
section,  being a legal subdivision of the U. S. Public Land
Surveys, and shall be located not closer than 790 feet to any

-outer boundary of the tract nor closer than 130 feet to any

quarter-quarter section line or subdivision inner boundary.

(c) All counties except Lea, Chaves, Eddy, Roosevelt,
San Juan, Rio Arriba, and Sandoval

Unless otherwise provided in special pool rules, eachdevelop-
ment well for a defined gas pool shall be located on a designated
drilling tract consisting of 160 surface contiguous acres, more
or less, substantially in the form of a square which is a quarter
section, being a legal subdivision of the U. S. Public Land
Surveys, and shall be located not closer than 660 feet to any
outer boundary of such tract nor closer than 330 feet to any
quarter-quarter section or subdivision inner boundary nor
closer than 1320 feet to the nearest well drilling to or capable
of producing from the same pool.

D. ACREAGE ASSIGNMENT, COMPLETED WELLS
I. Well Tests and Classification

It shall be the responsibility of the operator of any wildcat gas
well or development gas well to whicg more than 40 acres ﬁas
been dedicated to conduct a potential test within 30 days
following completion of the well and to file the same with the

Division within 10 days following completion of the tests. (See
Rule 401.) .

Date of completion for a gas well shall be the date a Christmas
tree is installed or 30 days following conclusion of active comple-
tion work on the well, whichever date comes first.

Upon making a determination that the well should not
properly be classified as a gas well, the Division will reduce the
acreage dedicated to the well.

Failure of the operator to file the aforesaid tests within
the specified time will also subject the well to such acreage
reduction:

II. Non-Standard Units

Any completed gas well which does not have the required
amount of acreage dedicated to it for the pool or formation in
which it is completed may not be produced until a standard unit
for the well has been formed and dedicated or until a non-
standard unit has been approved.

The Division-Director may grant administrative approval to
non-standard gas units without notice and hearing when an
application has been filed for a non-standard umt and the
unorthodox size or shape of the unit is necessitated by a
variation in the legal subdivision of the U. S. Public Land
Surveys, or the following facts exist and the following provisions
are complied with: )

(a) The non-standard unit consists of quarter-quarter sections
or lots that are contiguous by a common bordering side.

(b) The non-standard unit lies wholly within a single
overnmental quarter section if the well is completed in a pool or
ormation for which 160 acres is the standard unit size or wholly

within a single governmental half section if the well is

completed in a pool or formation for which 320 acres is the
standard unit size.
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c_ DRILLING - Cont'd)

" The apriicant presents written consent in the form of
: from .ail offset operators.and from all operators owning
. in the quarter section (for 160-acre pools or formations)
¢z the haif secdon tfor 320-acre pools or formations) in which the
gard unit is situated and which acreage ic not included

in. said non-standard unit.

(@ In iieu of paragraph (¢} of this rule, the applicant may
formish proof of the fact that all of the aforesaid operators were
poiified by registered or certified mail of his intent to form such
pon-standard unit. The Director may approve the application if
no such operator has entered an objection to the formation of
such non-stanaard unit within 30 days after the Division
Director has received the application.

E. (As Amended by Order No. R-2761, January 1, 1965.) Form
C-101. Appiication for Permit to Drill. Deepen, or Plug Back for
any wel si designate the exact legal subdivision allotted to
the weil and no Form C-101 will be approved by the Division or
anv of its agents without such proper designation of acreage.

F. Unorthodox Locations (As Amended by Order No. R-3038,
Fevrvary 9. 1966. Order No. R-5890. December 29, 1978,
Order No. R-6870. February 1, 1982. and Order No. R-
v451. March 2. 1954.% '

I The Division Director shall have authority to grant an
exception to the well location requirements of Sections B and C
above without notice and hearing when the necessity for such
onorthodox location is based upon topographical conditions, the
recompieton of a well previously drilied to a deeper horizon,
proviced said well was drilled at an orthodox or approved
anorthocdox iocation for such original horizon. or to permit the
compiedon of an efficient production and injection pattern
witnin 2 seconrdary recovery or pressure maintenance project,
provided tkat any such unorthodox location within such project
:s no cicser than 330 feet to the outer boundary of the lease, or
ire uritzed area. nor closer than 10 feet to any quarter-quarter
section {ine or subdivision inner boundary.

. The Division Director shall have authority to grant an
excepiion tw e well location requirements of Rule 104 B.L (a)
ard Rule 104 C.II. (a) without notice and hearing when the
necessity for such unorthodox location is based upon geologic
ccndigons provided that any such unorthodox location shall%e
no cicser than 660 feet to the nearest side boundary nor closer
inan %) feet 10 the nearest end boundary of the proration unit.

_ III. Applicadons for administrative approval of unorthodox
iocations saali be filed in triplicate and shall be accompanied by
pisis. showing the ownership of all leases offsetting the
preradon or spacing unit for which the unorthodox location is
sought. angd aiso all wells completed thereon. If the proposed
unorinodoex location is based upon topography, the plat shall
glso snow and describe the existent topographical conditions. If
15¢ proposed unorthodox location is based upon completion of an
efficient producton and injection pattern, the plat shall also
show the project outline identifving all producing and injection
weils therein. and the appilcant shall further include a
statement settdng forth the necessity for such location. If the
proposed unortnodox location is based upon geology as provided
in Paragraph Il sbove. the application shall include appropriate
geaiogic maps. cross-sections, and/or logs. and a discussion of
ine geoiogic conditions which result in the necessity for the
unortnodox locatien.

V. Ali cperators of proration or spacing units offsetting the
anit_for which the unorthodox location is sought shall be
noiifiea of the appiication by certified or registered mail, and the
apoiicadon snail state that such notification has been given.
10e Divisien Director may approve the unorthodox location
upon receipt of waivers from all offset operators or if no offset
operator nas entered an objection to the unorthodox location

witain 20 cavs after the Director has received the application. -

V. The Division Director may, at his discretion, set any
application for administrative approval of an unorthodox
iocation for pubdiic hearing.

SECTION 1|

R. W. Byram & Co., - Mar., 1984

G. Whenever an exception is granted, the Division may take
such action as will offset any advantage which the person
securing the exception may obtain over other producers by

‘reason of the unorthodox location.

H. If the drilling tract is within an allocated oil pool or is

‘placed within such allocated pool at any time after completion of

the well and the drilling tract consists of less than 39-1/2 acres
or more than 40-1/2 acres, the top unit allowable for such well
shall be increased or decreased in the proportion that the
number of acres in the drilling tract bears to 40.

I. If the drilling tract is within an allocated gas pool or is
subsequently placed within an allocated gas pool, and the
drilling tract consists of less than 158 acres or more than 162
acres 1n 160-acre pools, or less than 316 acres or more than 324
acres in 320-acre pools, the top allowable for such well shall be
decreased or increased in the proportion that the number of
acres in the drilling tract bears to a standard unit for the pool.

J. In computing acreage under H and I above, minor
fractions of an acre shall not be counted but 1/2 acre or more
shall count as 1 acre.

K. The provisions of H and | above shall apply only to wells
completed after January 1, 1950. Nothing herein contained shall
affect in any manner any well completed prior to the effective
date of this rule and no adjustments shall be made in the
allowable production for any such weils by reason of these rules.

L. In order to prevent waste the Division may, after notice
and hearing, fix different spacing requirements and require
greater acreage for drilling tracts 1n any defined oil pool or in

argy defined gas pool notwithstanding the provisions of B and C
above.

M. The Division may approve the pooling or
communitization of fractional lots of 20.49 acres or less with
another oil proration unit when:

1. The units involved are contiguous;

2. They are part of the same basic lease, carrying the same
royalty interest; and

3. The ownership of the units involved is common.

Application to the Division for pooling shall be accompanied
by three (3) copies of a certified plat showing the dimensions
and acreage involved in the pooling, the ownership of all leases
and royalty interests involveg, and the location of any proposed

wells.

Applicant shall furnish all eo({)erators who directly and
diagonally offset the units involved a copy of the application to
the Division, and shall include with his application a written
statement that all offset operators have been properly notified.
Offset operators shall include only those operators who have
offset properties within the State of New Mexico. The Division
shall wait at least ten days before approving any such goolmg,
and shall approve such pooling only in the absence of objection
from any offset operator. In the event that an operator objects to
the pooling, the Division shall consider the matter only after
proper notice and hearing.

The Division may waive the ten-day waiting period
requirement if the applicant furnishes the Division with the
written consent to the pooling by all offset operators involved.

The Division may consider that the requirements of
subparagraphs 2 and 3 of paragraph M of this rule have been
fulfilled if the applicant furnishes with each copy of each
application to the Division a copy of an executed pooling
agreement communitizing the units involved.

©
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‘BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL - CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE. NO. 4616
Order No. R-4217

APPLICATION OF MARATHON OIL

COMPANY FOR A WATERFLOOD PROJECT,
LEA COUNTY, NEW MEXICO.

ORDER OF THE»COMMISSIONV

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on October 27,
1971, at Santa Fe, New Mexico, before Examiner Elvis A. Utz.

NOW, on this__ 4th day of November, 1971, the Commission,
a quorum being present, having considered the testimony, the
record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

(1) That due publié notice having been given as required
by law, the Commission has jurisdiction of thls cause and the

" subject matter thereof.

(2) That the applicant, Marathon Oil Company, seeks
authority to institute a waterflood project in the South Eunice
(Seven Rivers-Queen) Unit Area, South Eunice Seven Rivers-Queen
Pool, by the injection of water into the Seven Rivers and Queen
formations through eight injection wells in Sections 24, 25,
and 26, Township 22 South, Range 36 East, NMPM, Lea County,

New Mexico.

(3) That the applicant further seeks an administrative
procedure whereby said project could be expanded to include
additional injection wells in the area of the said project as
may be necessary in order to complete an efficient injection
pattern; that said administrative procedure should provide
for administrative approval for conversion to water injection
in exception to the well response requirements of Rule 701 E-5

- 0of the Commission Rules and Regulations.
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(4) That the wells in the project area are in an advanced
state of depletion and should properly be classified as "stripper"
wells. : :

(5) That the proposed waterflood project should result
in the recovery of otherwise unrecoverable o0il, thereby pre-
venting waste.

(6) That the subject application should be approved and
the project should be governed by the provisions of Rules 701,
702, and 703 of the Commission Rules and Requlations; provided
however, the showing of well response as required by Rule 701 E-5
should not be necessary before obtaining administrative approval
for the conversion of additional wells to water injection.

IT IS THEREFORE ORDERED:

(1) That the applicant, Marathon Oil Company is hereby
authorized to institute a waterflood project in the South
Eunice (Seven Rivers-Queen) Unit Area, South Eunice Seven
Rivers-Queen Pool, by the injection of water into the Seven:
Rivers and Queen formations through the following-described
wells in Township 22 South, Range 36 East, NMPM, Lea County,
New Mexico: :

-

Company Lease and Well No. Location
Marathon McDonald State A/C "1-B"

No. 20 Unit I - Sec. 26
Marathon McDonald State A/C "1-B" .
' No. 21 4 Unit E -~ Sec. 25
Marathon McDonald State A/C "1-B" ' :

No. 25 Unit G - Sec. 26
Marathon McDonald State A/C "1-B"

No. 26 . . Unit A - Sec. 26
Marathon - McDonald State A/C "1-B"

No. 27 Unit C - Sec. 25
Marathon McDonald State A/C "1-B" '

No. 28 Unit M - Sec. 24
Shell A. L. Christmas "B" No, 2 Unit - Sec. 25

M
A. L. Christmas "B" No. 5 Unit K - Sec. 25

(2) That the subject waterflood project is hereby designated
the Marathon South Eunice Unit Waterflood Project and shall be
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governed by the provisions of Rules 701, 702, and 703 of the
Commission Rules and Regulations.

PROVIDED HOWEVER, that the Secretary-Director of the
Commission may approve expansion of the above-described water-
flood project to include such additional injection wells in
the area of said project as may be necessary to complete an
efficient water injection pattern; that the showing of well
response as required by Rule 701 E-5 shall not be necessary
before obtaining administrative approval for the conversion
of additional wells to water injection. :

(3) That monthly progress reports of the waterflood
project herein authorized shall be submitted to the Commis-
sion in accordance with Rules 704 and 1120 of the Commission
Rules and Regulations. :

(4) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neces-
sary.

DONE at Santa Fe, New Mexico, on the day and year herein-
above designated.

-
'

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

BRUCE KING, Chairman
ALEX J. ARMIJO, Member

A, L. PORTER, Jr., Member & Secretary

SEAL

5¥/






NEW MEXICO OIL CONSERVATION COMMISSION Form C-192
WELL LOCATION AND ACREAGE DEDICATION PLAT Tttt C126

Effective }-1-6%

All distances munt be (rom the outer boundsries of the Secuon

Lease well tic.
MARATHON OIL COMPANY ' SOUTH EUNICE SEVEN RIVERS QUEEN UNIT 440
Section Township Range County s
35 22 SOUTH 36 EAST LLEA
Actual Footage Location of Well: )
2630 {eet trom the NORTH " line and 1550 teet trom the EAST line
Grcund Level Elev. Producing Formation Pool Dedicated Acreage:
3484.4" SEVEN RIVERS/QUEEN SOUTH EUNICE (7 RIVERS/QUEEN) 40 fres

1. Outline the acreage dedicated to the subject well by colared pencil or hachure marks on the plat below.
i :
|
2. If more than one lease is dedicated to the well, outline each and identify the ownership thereof (both as to working
interest and royalty). : ,

, )
3. If more than one lease of different ownership is dedicated to the well, have the interests of all owners been consoli-
dated by communiti%ation. unitization, force-pooling. etc? '

] Yes [J No  Ifansweris *‘yes!’ type of consolidation

If answer is *‘no!’ list the owners and tract descriptions which have actually been consolidated. (Use reverse side of

this form if necessary.)

No allowable will be assigned to the well until all interests have been consolidated (by communitization, unitization.
forced-poaling, or otherwise)or until a non-standard unit, eliminating such interests, has been approved by the Commis-

sion.
| ! CERTIFICATION
' :
' | | hereby certify that the informetion con-
I ! tained herein is ttuve ond complete to the
1 | best of my knowledge and belief.
' ; o S
' e | Name =
Ao Thn BT Clopany ~ T - Thomas F. Zapatka
Sovth Lomsse (74”)7)1/4-//4/’//..%, e 2 Fasttion
1930 ‘FAL - 27/O e ‘ Production Engineer
Sovel ! §/70/57 o ——— Comg my
Sovdtd Eoniece &0!#%3/’1 44”'” L’UJ ) Marathon 0il Company
Complerson Date
(vmm///i/fvt Poboctss o ‘ December 12, 1985
Gos - 2009455 Aee” ' 1550"
01’/ - 729"/34’} l
[anqnﬁ/t‘o /wtlw};,,',,/',,, ! | hernby certify thot the well focation

w'// ﬂ(. V4 4 7&’ ‘y WF/,‘//V shown on this plat was plotted from field
! notes of octual surveys mode by me or
under my supervigion. and thot the some
is I-ruo ond correct to the best of my

knowledge and belief.

Date Surveyed

DECEMBER 3,1985

Reglateted Profeastonal Englneet
and/or L and Surveyor

NS
| /
1l |
F-——:_-::F-F—:F"—H——F'_"’*—_—F’_"mﬁ Certilicats NO. JOMN W, WEST, 616
C . RONALO J. EI1DSON, 3239

lO 330 se0 ‘80 1320 1880 19480 231C 364 a00Q 1800 1900 809

]

|

|
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|
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy, via
resgistered mail, of Marathon 0il Company's request for Infill Well
Finding for South Eunice Unit Well No. 440, South Eunice (Seven
Rivers Queen) Field, Lea County, New Mexico upon all offset operators
as listed below as required by New Mexico Order No. R-6013-A.

Arco 0il and Gas

P. 0. Box 1610

Midland, Texas 79702
Attn: Jerry Tweed

YR A e

Peterman, Manager
Contracts & Regulatory Compliance

Subscribed and sworn to before me, a Notary Public,

IMoken 51986

Kouploe £ Pgrmarn)

J:V/;; /" Notary Public

TYayaet v oL



. Request for Infill Well Finding
South Eunice Unit Well No. 440
South Eunice (Seven Rivers Queen) Fleld

: Lea County, New Mexico

In compliance with Rule 8 of Filing Requirements for Natural Gas Policy Act
Infill Findings, Marathon 1s submitting a plat showing 40-acre spacing
within the South Eunice Unit and a description of all wells drilled on the
proration unit (including the completed infill well) which are completed in
the same pool or reservoir as the proposed infill well, Also attached is a

statement indicating why the existing well on the proration unit cannot
effectively and efficiently drain the portion of the reserv01r covered by
the proration unit.

I. WELL ON WHICH FILING FOR INFILL FINDING IS BEING MADE

A. Lease Name & Well Location: South Eunice (7RQ) Unit No. 440.

.. Unit G, Section 35, T-22-S, R-36-E, 2630' FNL & 1550' FEL,

Lea County, New Mexico.

B. Spud Date: 02/02/86

C. Completion Date: N/A

D. Mechanical Problems: None

E. Current Rate of Production: N/A

F. Date of P&A: None

IT. EXISTING WELL ON PRORATION UNIT

A. Lease Name & Well Location: South Eunice (7RQ) Unit No. 404.

Unit G, Section 35, T-22-S, R-36-~E, 1980' FNL & 2310' FEL,

Lea Couﬁty, New Mexico

B. Spud Date: 9-30-57

C. Completion Date: 10-10-57

D. Mechanical Problems: None

E. Current Rate of Production: Active Injection Well

FF. Date of P & A:* "~ 'Nonme A
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South Eunice Unit Well No's. 438 & 440

Lea County; New Mexico

Reserves of 80,000 barrels of oil and 24,000 MCF of gas ére expected from

each of the wells listed above. This reserve figure was derived from

“volumetric calculations, using the following parameters: average
porosity 15Z, drainage area = 10 acres, net pay thickness = 50 feet, water

".saturation = 357, formation volume factor = 1.2, recoveryrefficiency = 257,

and gas-o0il ratio = 300 SCF/STB. .- . -

Thé area was originally developed on 40 acre spacing in‘the late 1950;é>and
early 1960's. 1In the mid-1970's a pilot and later a unit-wide waterflood
were implemented, utilizing.the existing wells, It is believed that only a
small portién of the unitized reservoir has been suécessfully waterflooded,
due to the low permeability of the fine-grained Queen sandstone and the
p:ésence.of high permeability streaks in portions of the Unit. Two-thirds

~of the waterflood production has come from several wells that encounter .one

particular high permeability sand member in the northeastern portion of the
Unit. | | ' 3

Due to this low permeability of the majority of the Queen pay, each well
has drained considerably less than the 40 acres currently assigned. As
shown above, reserves of 80,000 barrels can be calculated assuming only 10
acre drainage, and many wells in the unit have not made that much. It is
expected that these infill wells can recover. primary reserves from tight

Queen sands after adequate stimulationm.

It is also believed that these wells will help to recover additional
secondary reserves from higher permeability intervals which are floodable.
Pressure testing of wells has indicated an unusually low reservoir pressure
in some producing wells, indicating inadequate injection support. This may
be caused by reservoir discontinuities between producing wells and
injection wells, By infil] drilling in the South Eunice Unit, more
continuous pay will be developed which should improve waterflood

recoveries.

DGJ/NPS/dah
1-20-86
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“: (C - DRILLING - Cont'd.)

In the event gas production is encountered in a well which was
projected to an oil-producing horizon and which is located
accordingly but does not conform to the above gas well location
ruies. it shall be necessary for the operator to bring the mattertoa
hearing before approval for the production of gas can be given.

IIO. All counties except Lea. Chaves, Eddy, Roosevelt, San
Juan. Rio Arriba. and Sandoval (As Amended by Order
No. R-6870, February 1, 1982.) .
Any wildcat well which is projected as an oil well in any
county other than Lea, Chaves, Eddy, Roosevelt, San Juan, Rio
Arriba. and Sandoval shall be located on a tract consisting.of
approximately 40 surface contiguous acres substantially in the
form of a square which is a legai subdivision of the U. S. Public
d Surveys, or on a governmental quarter-quarter section or
lot and shall be located not closer than 330 feet to any boundary
of such tract
Anyv wildeat well which is projected as a gas well to a
formation and in an area which, in the opinion of the Division
representative approving the application to drill, ma
reasonably be presumed to be productive of gas rather than oil

shall be located on a drilling tract consisting of 160 surface

contiguous gcres, more or less, substantially in the form of a
square which is a quarter section, being a legal subdivision of
the U. S. Public Land Surveys, and shall be located not closer
than 660 feet to any outer boundary of such tract nor closer than
330 feet to any quarter-quarter section or subdivision inner
boundary.

C. ACREAGE AND WELL LOCATION REQUIREMENTS
FOR DEVELOPMENT WELLS (As Amended by Order
No. R-4383. September 6. 1972, and Order No. R-5113,
November 1. 19%75.)

I. Oil Wells. All Counties (As Amended by Order No. R-4383,
September 6. 1972.)

Unless otherwisesprovided in special pool rules, eachdevelop-
ment well for a defined oil pool shall be located on a tract
consisting of approximately 40 surface contiguous acres sub-
stantially in the form of a square which is a legal subdivision
of the U. S. Public Land Surveys. or on a governmental quarter-
quarter section or lot, and shall be located not closer than 330
feet to any boundary of such tract nor closer than 330 feet to
the nearest well drilling to or capable of producing from the
same pooi. provided. however, only tracts committed to active

secondary recovery projects shall be permitted more than four
wells.

II. Gas Wells .

1a) Lea. Chaves. Eddy, and Roosevelt Counties

Unless otherwise provided in special ‘pool rules, each
development well for a defined gas pool in a formation younger
than the Wolfcamp formation, or in the Wolfcamp formation
which was created and defined by the Division prior to
November 1, 1975, or in a Pennsvivanian age or older formation
which was created and defined by the Division prior to June 1,
1964, shall be located on a designated drilling tract consisting of
160 surtace contiguous acres, more or less, substantially in the
form of a square which is a quarter section being a legal
subdivision of the U. S. Public Land Surveys, and shall be
located not closer than 660 feet to any outer boundary of such
tract nor closer than 330 feet to any quarter-quarter section or
subdivision inner boundary nor closer than 1320 feet to the
nearest well drilling to or capable of producing from the same
pool.

Unless otherwise provided in the special pool rules, each
development well for a defined gas pool in the Woffcamp
formation which was created and defined by the Division after
November 1, 1973, or of Pennsyivanian age or older which was
created and defined by the Division after June 1, 1964, shall be
located on a designated drilling tract consisting of 320 surface
contiguous acres, more or less, comprising any two contiguous
quarter sections of a single governmental section, being a legal
subdivision of the U. 8. Public Land Surveys. Any such well

SECTION 1
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having more than 160 acres dedicated to it shall be located not
closer than 660 feet to the nearest side boundary of the dedicated
tract nor closer than 1980 feet to the nearest end boundary nor
closer than 330 feet to any quarter-quarter section or subdivision
inner boundary. (For the purpose of this rule, ‘side’ boundary
and ‘end’ boundary are as defined in Section B I (a) of this rule.)

(b) San Juan, Rio Arriba, and Sandoval Counties

Unless otherwise provided in special pool rules, eachdevelop-
ment well for a defined gas pool shall be located on a designated
drilling tract consisting of 160 surface contiguous acres, more
or less, substantially in the form of a square which is a quarter
section, being a legal subdivision of the U. S. Public Land
Surveys, and shall be located not closer than 790 feet to any
outer boundary of the tract nor closer than 130 feet to any
quarter-quarter section line or subdivision inner boundary.

(¢) All counties except Lea, Chaves, Eddy, Roosevelt,
San Juan, Rio Arriba, and Sandoval

Unless otherwise provided in special pool rules, eachdevelop-
ment well for a defined gas pool shall be located on a designated
drilling tract consisting of 160 surface contiguous acres, more
or less, substantially in the form of a square which is a quarter
section, being 2 legal subdivision of the U. S. Public Land
Surveys, and shall be located not closer than 660 feet to any
outer boundary of such tract nor closer than 330 feet to any
quarter-quarter section or subdivision inner boundary nor
closer than 1320 feet to the nearest well drilling to or capable
of producing from the same pool.

D. ACREAGE ASSIGNMENT, COMPLETED WELLS
I. Well Tests and Classification )

It shall be the responsibility of the operator of any wildcat gas
well or development gas well to whicg more than 40 acres has
been dedicated to conduct a potential test within 30 days
following completion of the well and to file the same with the

Division within 10 days following completion of the tests. (See
Rule 401.) :

Date of completion for a gas well shallbe the date a Christmas
tree is installed or 30 days following conclusion of active comple-
tion work on the well, whichever date comes first.

Upon making a determination that the well should not
properly be classified as a gas well, the Division will reduce the
acreage dedicated to the well.

Failure of the operator to file the aforesaid tests within
the specified time will also subject the well to such acreage
reduction:

II. Non-Standard Units

Any completed gas well which does not have the required
amount of acreage dedicated to it for the pool or formation in
which it is completed may not be produced until a standard unit
for the well has been formed and dedicated or until a non-
standard unit has been approved.

The Division-Director may grant administrative approval to
non-standard gas units without notice and hearing when an
application has been filed for a non-standard unit and the
unorthodox size or shape of the unit is necessitated by a
variation in the legal subdivision of the U. S. Public Land
Surveys, or the following facts exist and the following provisions
are complied with:

(a) The non-standard unit consists of quarter-quarter sections
or lots that are contiguous by a common bordering side.

(b) The non-standard unit lies wholly within a single
avernmental quarter section if the well is completed in a pool or
ormation for which 160 acres is the standard unit size or wholly

within a single governmental half section if the well is

completed in a pool or formation for which 320 acres is the
standard unit size.

.
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(o0 The appiicant presents written_ consent in the form of
waivers from aii ofiset operators and from all operators owning
smnterests in the quarter section (for 16i-acre pools or formations)
e the haif section tfor 32kacre pools or formations) in which the

gard unit is situated and which acreage ic not included

in said nen-sianaard unit. }

i@ In iteu of paragraph (¢) of this rule, the applicant may
farnisn preof of the fact that all of the aforesaid operators were
posifiec DY registered or certified mail of his intent to form such
pon-stanaara unit. The Director may approve the application if
no such operator has entered an objection to the formation of
suca non-stanaard unit within 30 days after the Division
Director bas received the application.

£. tAs Amended by Order No. R-2761. January 1. 1965.) Form
C-101. Appiication for Permit to Drill. Deepen. or Plug Back for
any weil shaii designate the exact legal subdivision allotted to
the weii and no Form C-101 will be approved by the Division or
anv o7 s agents without such proper designation of acreage.

F. Unorthodox Locations {(As Amended by Order No. R-3038,
Febrvary 9. 1966. Order No. R-3890. December 29, 1978,
Qrder No. R-6870. February 1. 1982. and Order No. R-

. 431 March 2. 1954

I T=e Division Director shall have authority to grant an
exception to the well location requirements of Sections B and C
above without notice and hearing when the necessity for such
Tnerthodox iocaton is based upon topographical conditions, the

recombpieton of a well previously drilled to a deeper honzon, -

provided said well was drilied at an orthodox or approved
znorthodex iocation for such original horizon. or to permit the
compieson. of an efficient production and injection pattern
witln 2 SeCONQAry recOvery or pressure maintenance project.
provided that anv such unorthodox location within such project
:s 10 cieser than 330 feet to the outer boundary of the lease, or
ite uriznzed ares. nor closer than 10 feet to any quarter-quarter
sec=ion 1ine or subdivision inner boundary.

II. The Division Director shall have authority to grant an
excepson 0 tne well location requirements of Rule 104 B.1. (a)
anZ Rule 1% C.IL (a) without notice and hearing when the
aecessity for such unorthodox location is based upon geologic
cczdlnens provided that any such unorthodox location shall%e
no cics2r 11an 680 feet to tne nearest side boundary nor closer
280 ©) feet 10 the nearest end boundary of the proration unit.

. III. Aprpiicatons for administrative approval of unorthodox
iocstions snall pe riled in triplicate and shall be accompanied by
D:ais. snowing the ownership of all leases offsetting the
prerauon or spacng unit for which the unorthodox location is
sougnl. aznd aiso ail wells completed thereon. If the proposed
unortnodox iocation is based upon topography, the plat shall
230 spow ana gescribe the existent topographical conditions. If
Se proposed unortnodox iocation is based wpon compietion of an
eZcient production and injection pattern., the plat shall also
show the project outline identifving all prodiicing and injection
we.s tnerein. and the appiicant shall further include a
statement setting fortn the necessity for such location. If the
Troposed unorihodoex location is based upon geology as provided
in Paragraph Ll above. the application shall include appropriate
feciogic maps. cross-sections. and. or logs, and a discussion of
e geoiogic conditions which result in the necessity for the
unartnodox locatien.

IV. Al operators of proration or spacing units offsetting the
imii for which the unorthodox location is sought shaﬁ be
noaniea of wtae appiication by certified or registered mail, and the
2roiucanon snzil state that such notification has been given.
:n¢ Divimen Director may approve the unorthodox location
=pon recelnt of waivers from all offset operators or if no offset
dperater nas entered an objection to the unorthodox location
wrain 20 davs after the Director has received the application.

V. The Dwnision Director may, at his discretion, set any
appilcgtion  {or acministrative approval of an unorthodox
.ocagoea fer pudiic hearing.

SECTION I
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G. Whenever an exce‘ption is granted, the Division may take
such action as will offset any advantage which the person
securing the exception may obtain over other producers by

‘reason of the unorthodox focation.

H. If the drilling tract is within an allocated oil pool or is
placed within such allocated pool at any time after completion of
the well and the drilling tract consists of less than 33-1/2 acres
or more than 40-1/2 acres, the top unit allowable for such well
shall be increased or decreased in the proportion that the
number of acres in the drilling tract bears to 40.

1. If the drilling tract is within an allocated gas pool or is
subsequently placed within an allocated gas pool, and the
drilling tract consists of less than 158 acres or more than 162
acres 1n 160-acre pools, or less than 316 acres or more than 324
acres in 320-acre pools, the top allowable for such well shall be
decreased or increased in the- proportion that the number of
acres in the drilling tract bears to a standard unit for the pool.

J. In computing acreage under H and I above, minor
fractions of an acre shall not be counted but 1/2 acre or more
shall count as 1 acre.

K. The provisions of H and I above shall apply only to wells
completed after January 1, 1950. Nothing herein contained shall
affect in any manner any well completed prior to the effective
date of this rule and no adjustments shall be made in the
allowable production for any such wells by reason of these rules.

L. In order to prevent waste the Division may, after notice
and hearing, fix different spacing requirements and require
greater acreage for drilling tracts in any defined oil pool or in

argg defined gas pool notwithstanding the provisions of B and C
above.

M. The Division may approve the pooling or
communitization of fractional lots of 20.49 acres or less with
another oil proration unit when:

1. The units involved are contiguous;

2. Theyv are part of the same basic lease, carrying the same
royalty interest; and

3. The ownership of the units involved is common.

Application to the Division for pooling shall be accompanied
by three (3) copies of a certified plat showing the dimensions
and acreage involved in the pooling, the ownership of all leases
and royalty interests involves, and the location of any proposed

wells.

Applicant shall furnish all etg)erators who directly and
diagonally offset the units involved a copy of the application to
the Division, and shall include with his application a written
statement that all offset operators have been properly notified.
Offset operators shall include only those operators who have
offset properties within the State of New Mexico. The Division
shall wait at least ten days before approving any such pooling,
and shall approve such pooling only in the absence of objection
from any offset operator. In the event that an operator objects to
the pooling, the Division shall consider the matter only after
proper notice and hearing.

The Division may waive the ten-day waiting period
requirement if the applicant furnishes the Division with the
written consent to the pooling by all offset operators involved.

The Division may consider that the requirements of
subparagraphs 2 and 3 of paragraph M of this rule have been
fulfilled if the applicant furnishes with each copy of each
application to the Division a copy of an executed pooling
agreement communitizing the units involved.
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LEA COUNTY, NEW MEXICO
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