
Mid-Continent Region 
Exploration United States 

Marathon 
Oil Company 

P.O. Box 552 
Midland, Texas 79702 
Telephone 915/682-1626 

June 17, 1987 

Shell Western E&P, Inc. 
P. 0. Box 576 

Houston, Texas 77001-0576 

Attention: Mr. Bob Davis 

Gentlemen: 

Marathon i s proposing to d r i l l a 12,500' Atoka-Morrow test at a legal 
location i n Section 16, T-17-S, R-35-E, N.M.P.M., Lea County, New Mexico. 

Marathon respectfully requests a farmout of your interest i n the SWiSEi of 
Section 16, T-17-S, R-35-E, under the following terms: 

1.. Farmout your interest from the surface to 100' below the stratigraphic 
equivalent of the t o t a l depth d r i l l e d i n the SWiSEi of Section 16, 
T-17-S, R-35-E, delivering a 75% net revenue interest lease i n the 
spacing unit prescribed by the New Mexico O i l Conservation Division 
before payout and retaining an overriding royalty interest equal to 
the difference between existing burdens and 25%. In addition you w i l l 
have the option to convert said override to a proportionate 25% 
working interest at payout. 

2. Marathon w i l l commence d r i l l i n g operations at a legal location i n Sec­
ti o n 16 within 180 days after the execution of a mutually acceptable 
Farmout Agreement and w i l l develop said lands on a 180 day continuous 
development basis u n t i l a l l farmout lands are located within a stan­
dard spacing unit prescribed by the New Mexico O i l Conservation 

Marathon appreciates your consideration concerning this matter and would 
appreciate your favorable response by July 6, 1987. Should you have any 
questions concerning this matter, please advise. 

Re: Farmout Request - North Vacuum Field Area 
SWiSEi Section 16, 
T-17-S, R-35-E, N.M.P.M 
Lea County, New Mexico 
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Shell Western E&P Inc. 
A SubSiCiary of Snell 0 - Company 

P.O. Box 831 
Houston. TX 77001 

July 24, 1987 

Mr. Steve Daniels 
Marathon Oil Company 
P. 0. Box 552 
Midland, TX 79702 

Dear Mr. Daniels: 

SUBJECT: NM-1648 
VACUUM FIELD 
LEA COUNTY, NEW MEXICO 

Pursuant to your letter of June 17, 1987, please be advised that we are 
not interested in farming out our acreage in T17S-R35E, Section 16: 
SW|SI Lea County, New Mexico. 

Very truly yours, 

John Goforth 
Land Department 
Rocky Mountain Division 

JG:bjc 
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Mid-Continent Region 
Exploration United States 

M a r a t h o n P.O.Box552 
VM&BCTHON/ n i l r n m n a n u Midland, Texas 79702 
k 1 U l l U O m p a n y Telephone 915/682-1626 

August 12, 1987 

Shell Western E. & P., Inc. 
P. 0. Box 576 

Houston, Texas 77001-0576 

Attention: Bob Davis 
Re: Well Proposal - State "16" Com. No. 1 

Si Section 16, T-17-S, R-35-E, 
North Vacuum Field Area 
Lea County, New Mexico 

Gcmtlemen: 

Attached for your consideration is Marathon O i l Company's AFE No. 44555 to 
d r i l l a 12,500' Basal Atoka-Morrow test located 1,980' FSL and 1,980' FWL 
of Section 16, T-17-S, R-35-E, N.M.P.M., Lea County, New Mexico. Marathon 
anticipates spudding this well i n the l a t t e r part of the t h i r d quarter 
1987. I f completed as a commercial producer, the proration unit would 
encompass the Si of Section 16. A proposed operating agreement w i l l be 
forwarded for your review under separate cover i n the near future. 

In the event you do not wish to participate i n the d r i l l i n g of the proposed 
well, Marathon respectfully requests a farmout of your interest i n the Si 
of Section 16, T-17-S, R-35-E, under the following terms: 

1. Within 180 days of execution of a mutually agreeable farmout l e t t e r 
agreement, Marathon w i l l commence d r i l l i n g a 12,500' Basal Atoka-
Morrow test at a legal location i n the Si of Section 16, T-17-S, 
R-35-E. 

Upon completion of a commercial producer you w i l l assign 100% of your 
working interest i n the Si of Section 16, T-17-S, R-35-E, delivering a 
75% net revenue leasehold, retaining an overriding royalty interest 
equal to the difference between 25% and existing burdens proportion­
ately reduced. 

At payout of the wel l , you w i l l have the option to convert the 
retained overriding royalty interest to a 25% working interest 
proportionately reduced. 

Marathon appreciates your consideration concerning th i s matter and would 
appreciate your favorable response by September 11, 1987. Should you have 
any questions, please advise. 

Very t r u l y yours, 

MARATHON OIL COMPANY 

Wayne L. Ransbottom 
Area Land Supervisor 
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3HEET OF SHEETS 

IVlarathon Oil Company 
AUTHORITY FOR EXPENDITURE 

DETAIL OF ESTIMATED WELL COSTS 

AFE .MO. 

DATE _ 

44555 
8/3/87 

Lease or Facility 

Field or Prospec 

Location 

State "16" Com No. 1_ 
North Vacuum (.AtokaT 

l^8U' FSL, 198U^~TWLT~^ec. 1 / , T l /S R35E 
Lea County, Mew mexico 

Wildcat j y | Development 

Est Total Deotn 12 . 5 0 0 

Development Exploratory 

Est. Drilling Days 6 0 

Recompletion | ] 

Est. Completion Days 

Workover 

S O U R C E Q U A N T I T Y D E S C R I P T I O N 
F E A T U R E 

N O . 
5 S 
N 
D I 

E S T I M A T E D 
COST 

DRILLING COSTS - TANGIBLE 
Dr ive Pipe 1 

I 
I 

i 
! 40' C o n d u c t o r 2 ! 1 . 0 0 0 

! 300' Sur face 3 ] 6 . 0 0 0 

i 5000' I n te rmed ia te Casing. L iner , or Tieback 4 1 4 5 , 0 0 0 

L ine r Hanger ana T ieback E q u i p m e n t 5 

Casinghead G i 1 0 , 0 0 0 

Miscel laneous 7 1 . 0 0 0 

TOTAL DRILLING COSTS —TANGIBLE 

6-1,000 

DRILLING COSTS - I N T A N G I B L E 

L o c a t i o n and Access 9 30,000 
j b d a y s D a y w o r k Dr i l l i ng 10 21,000 

12.5UU Footage Basis D r i l l i ng 11 230,000 
b U d a y s D i rec t Superv is ion 14 21,000 

Bi ts , Ho le Openers. StaDi l izers. etc. 15 

1 M u d and M u d Services 16 34,000 
i Rig Fuel 17 

I Water 18 15,000 
Renta l E a u i p m e n t and Too l s 19 36,000 ... 
Casing/Dr ive Pipe Too ls , Services and Accessories 20 10,000 
Cement and Cemen t ing Service 21 22,000 
Well Logging and Services 22 10,000 
M u d Logging 23 10,000 
Pipe inspec t ion 24 5,000 

i Di rec t i ona l Services 25 I 

Cor ing 26 

F o r m a t i o n Test ing 1 D S T 27 5,000 
Div ing Services 23 

M o b i l i z a t i o n / D e m o o i i i z a t i o n 29 

A i r T ranspo r ta t i on 30 

i Marine T ranspo r ta t i on 31 

1 Lana T ranspo r ta t i on 32 20,000 
i Shore Base Services 33 

1 C o m m u n i c a t i o n s 34 

F ish ing Too ls ana Services 35 

A b a n d o n i n g Too ls and Services 36 

Miscel laneous Mater ia l and Services 37 26,000 
Dry Hole C o n t r m u t i o n s 33 

Overhead 39 

Ind i rec t Expense 40 6,000 

TOTAL DRILLING COSTS - INTANGIBLE 

501,000 

TOTAL DRILLING COSTS S 564,000 

12,500' 
COMPLETION COSTS-TANGIBLE 

J 1 / ^ P r o d u c t i o n Casing 42 88,000 
Liners 4 3 

12,400' 1 T u b i n g (3 2 . 9 4 / t t . 44 1 36,000 
Liner Hanger and T ieback E q u i p m e n t 45 

Chr is tmas Tree 4 6 1 29,000 
Subsur face Safety Shu t - I n Devices 47 

Packers 48 1 3,000 
Subsurface A r t i f i c i a l L i f t Equ ipmen t 49 

TOTAL COMPLETION COSTS—TANGIBLE 

156,000 
F o r m 2779 Rev. 6-83 
Page 4 
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SHEET 4 OF 4 SHEETS 

Marathon Oil Company 
AUTHORITY FOR EXPENDITURE 
DETAIL OF ESTIMATED WELL COSTS 

AFENO. 4 4 5 5 5 

DATE 8 / 3 / 8 7 

Lease or Facility . S t a t e " 1 6 " Com N q ^ j 

S O U R C E Q U A N T I T Y D E S C R I P T I O N 
F E A T U R E 

N O . 

C 
0 
N 
D 

E S T I M A T E D 
COST 

COMPLETION COSTS - INTANGIBLE 

L o c a t i o n and Access 51 

6 d a v s C o m p l e t i o n Rig 62 7,000 
Con t rac t Service Un i t s 53 4.000 
Di rec t Superv is ion 5 4 3,500 
C o m p a n v Labor 55 

Con t rac t Labo r 56 2.500 
Rig Fuel 57 

C o m p l e t i o n and Packer F lu ids 58 5.000 
Renta l E a u i p m e n t and T o o l s 59 3,000 
Casing T o o l s , Services and Accessories 60 6,000 
Cement and Cemen t ing Service 61 15,000 

1 Logg ing Services 62 3.000 
1 Per fo ra t ing 63 2,000 
i Wire l ine Services 6 4 ! 

F o r m a t i o n Trea t ing 65 7,000 
S3nd C o n t r o l E q u i p m e n t and Services 6 6 

F o r m a t i o n Test ing 67 

T u b u l a r Tes t ing and Cleaning 68 3,000 
M o b i l i z a t i o n and D e m o b i l i z a t i o n of C o m p l e t i o n R ig 69 

A i r T r a n s p o r t a t i o n 70 

i Mar ine T r a n s p o r t a t i o n 71 

1 Land T r a n s p o r t a t i o n 72 

Shore Base Services 73 

C o m m u n i c a t i o n s 7 4 

F ish ing T o o l s and Services 75 

Wi re l ine Cased-hole Plugbacks 76 

Miscel laneous Mater ia l and Services 77 4.000 
Sidet rack o r M i l l i ng Sect ions 78 

Overhead 79 

1 nd i rec t Expense 8 0 

I 

TOTAL COMPLETION COSTS - INTANGIBLE 
i 
| 65,000 

TOTAL COMPLETION COSTS | S 9 2 1 000 

j SURFACE E Q U I P M E N T - T A N G I B L E 

I P u m p i n g E q u i p m e n t 8 3 

! Tanks ana Related E q u i p m e n t 8 4 5.000 
| C o m p a n y Labor and Non-Hau i i ng Un i t s 85 5.000 

C o n t r a c t Labor and Non -Hau l i ng Un i t s 8 6 j 2.000 
Water I n j e c t i o n E a u i p m e n t 87 J 

Heater-Treater 8 8 

Miscel laneous Supp l ies 89 5.000 
D e h y d r a t i n g E q u i p m e n t 9 0 15,000 
Separa to r -T rap 91 7.000 
T r a n s p o r t a t i o n 9 2 3.000 
Mete r ing E q u i p m e n t 9 3 

L i ne Pioe 9 4 43.000 
Elec t r ica l E q u i p m e n t 95 

Compressors 9 6 

TOTAL SURFACE EQUIPMENT - TANGIBLE $ 85,000 

SUMMARY OF ESTIMATED DRILLING WELL COSTS TOTAL COST MARATHON'S SHA : 

( 2 5 . 0 0 0 

To:al Drilling Cost 

To:al Completion Cost 

To:al Surface Equipment 

Grand Total Cost 

Marathon's Share of Grand 

BEFORE FY/,-.;-:-.---? o^-o—.< 

OIL co::::.. : • r =;V=LMi 

IS 564,000 S 141,000 To:al Drilling Cost 

To:al Completion Cost 

To:al Surface Equipment 

Grand Total Cost 

Marathon's Share of Grand 

BEFORE FY/,-.;-:-.---? o^-o—.< 

OIL co::::.. : • r =;V=LMi • 221,000 55,300 

To:al Drilling Cost 

To:al Completion Cost 

To:al Surface Equipment 

Grand Total Cost 

Marathon's Share of Grand 

BEFORE FY/,-.;-:-.---? o^-o—.< 

OIL co::::.. : • r =;V=LMi 

J 85,000 21,200 

To:al Drilling Cost 

To:al Completion Cost 

To:al Surface Equipment 

Grand Total Cost 

Marathon's Share of Grand 

race Mn ^dttj. 
j$ 870,000 $ 217,500 

To:al Drilling Cost 

To:al Completion Cost 

To:al Surface Equipment 

Grand Total Cost 

Marathon's Share of Grand 217,500 

To:al Drilling Cost 

To:al Completion Cost 

To:al Surface Equipment 

Grand Total Cost 

Marathon's Share of Grand otal LOST lU B'UUkbll Ti l is'Year ~~"-• ••• • ' 217,500 

If Wildcat Well, Give Marathon's Share of Dry Hole Cost 

F o r m 2 7 7 9 R e v 1 2 8 2 PHB/49/dah 



Shell Western E&P Inc. 
A Subs.aiarv ot Sne.l 0 C c n c a n y 

P.O. Box 831 

Houston. TX 77001 

August 19, 1987 

Mr. Wayne L. Ransbottom 
Marathon Oil Company 
P. 0. Box 552 
Midland, TX 79702 

Dear Mr. Ransbottom: 

SUBJECT: NM-1648 
VACUUM FIELD 
LEA COUNTY, MEW MEXICO 

Pursuant to your letter of August 12, 1987, wherein you requested that 
Shell Western E&P Inc. participate or farmout our interest in SWiSEi 
Section 16, T17S-R35E for the support of your Basal Atoka-Morrow test, 
please refer to our letter sent to Mr. Steve Daniels on July 24, 1987. 
We stated that we would not be interested in participating or farming out 
our interest at this time. However, we thank you for your proposal. 

Yours very truly, 

John jSoforth 
Land Department 
Rocky Mountain Division 

JG:jp 
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