William F. Carr
wcarr@hollandhart.com

HOLLAND & HART. P

June 1, 2004

VIA HAND DELIVERY

Mark E. Fesmire, P. E.
Director
Oil Conservation Division
New Mexico Department of Energy,
Minerals & Natural Resources
1220 South Saint Francis Drive F
Santa Fe, New Mexico 87505

Re:  Application of Marbob Energy Corporation for an order rescinding special pit
closure stipulations and conditions, Eddy County, New Mexico.

Dear Mr. Fesmire:

Enclosed is the Application of Marbob Energy Corporation in the above-referenced case
as well as a copy of the proposed legal advertisement. Marbob requests that this matter
be placed on the docket for the June 24, 2004 Examiner hearings.

Your attention to this matter is appreciated.
Véry truly yours,
] *

William F. Carr

cc: Gail MacQuesten, Esq.
Raye Miller
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STATE OF NEW MEXICO AN
DEPARTMENT OF ENERGY, MINERALS AND NATURAL
OIL CONSERVATION DIVISION

JUN -1 Zigs
APPLICATION OF MARBOB ENERGY CORPORATION
FOR AN ORDER RESCINDING SPECIAL PIT Oll Conservation ey
CLOSURE STIPULATIONS AND CONDITIONS, 1220 8. St. Francis ‘,;‘ sion
EDDY COUNTY, NEW MEXICO. Santa Fo Drive

b3 N
CASENO. *P% 25/

APPLICATION

MARBOB ENERGY CORPORATION (“Marbob”), through its undersigned attorneys, applies to
the New Mexico Oil Conservation Division for an order rescinding the special pit closure stipulations and
conditions imposed by the Division’s Artesia District Office for the Nichols “30” State Com Well No. 1
(API NO. 30-015-33372) located in Unit G of Section 30, Township 18 South, Range 28 East, NMPM,
Eddy County, New Mexico. In support of this application, Marbob states:

1. Marbob is the operator of the N/2 of Section 30, Township 18 South, Range 28 East,
NMPM, Eddy County, New Mexico on which it proposes to drill the Nichols “30” State Com Well No. 1
(“Nichols Well”) at a location 1370 feet from the North line and 1500 feet from the East line (Unit G) to
test all formations from 500 feet below the top of the San Andres formation to the base of the Morrow
formation.

2. As part of its efforts to drill this well and in accordance with the rules of the Division’s
interim “Pit and Below-Grade Tank Guidelines” (“Interim Guidelines™), Marbob filed Division Form C-
144, entitled “Pit or Below-Grade Tank Registration or Closure.” With this form, Marbob confirmed that
the drilling pit at this location was covered by a general plan and that it would be lined with a 12-mil
synthetic liner. A copy of this form is attached hereto as Marbob Exhibit A.

3. The Interim Guidelines contain provisions governing soil and water remediation and use
a risk-based approach to determine the relative threat to public health, fresh waters and the environment.
They contain ranking criteria to determine appropriate soil remediation levels. The ranking criteria are (i)

Depth To Groundwater, (ii) Wellhead Protection Area and (iii) Distance To Surface Water Body and each
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pit is ranked on a scale of 1 to 20 for each of these criteria. The Interim Guidelines state that the total
ranking score determines the level of remediation for hydrocarbon constituents that may be required at
any given site. (Guidelines Section IV.A.)

4. On April 21, 2004, Marbob filed Form C-144 for the Nichols Well. Using the Division’s
ranking system and Division Form C-144, Marbob determined the no points should be assigned to the pit
for the Depth to Ground Water criteria since vertical distance from the bottom of the proposed pit to the
seasonal high water elevation of ground water was more than 100 feet. Since the pit is more than 100 feet
from any private domestic water source and more than 1000 feet from all other water sources, Marbob
assigned zero points for the Division’s Wellhead Protection Area criteria. Since the pit is more than 1000
feet from any wetlands, playas, irrigation canals, ditches, and perennial and ephemeral watercourses,
Marbob assigned zero points for the Distance to Surface Water criteria.  The total ranking score for this
pit is zero and, according the Interim Guidelines, this score determines the level of remediation for
hydrocarbon constituents that may be required.

5. The Interim Guidelines also provide that the OCD retains the right to require remediation

to more stringent levels than those proposed “If warranted by site specific conditions....” (emphasis

added)

6. On April 22, 2004, the Division approved Marbob’s Form C-144. However, even
though the ranking score for this pit is zero, the Division conditioned its approval on a “...12-mil woven
liner” and provided that “The pits contents and liner shall be removed and disposed of in a manner
approved by the division.”

7. These conditions substantially and unnecessarily increase Marbob’s costs and, because of
the conditions at this site, are unreasonable and should be rescinded by the Division.

8. Form C-144 appears to contain the ranking criteria set forth in the Interim Guidelines.

9, The powers of the Division are set out in the Oil and Gas Act. To carry out these powers

and duties “the Division is empowered to make and enforce rules, regulations and orders, and to do
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whatever may be reasonably necessary to carry out the purpose of this act,....” The criteria in the Interim
Guidelines does not appear to be contained in the rules, regulations or orders of the Division. They are
contained only in Interim Guidelines, should not be enforced. Furthermore, these guidelines do not
appear to be followed by the Division in approving Form C-144’s.

10. The actions of the Division in approving the Division Form C-144 for the Nichols well
and the conditions imposed on this approval are arbitrary and capricious.

11 The conditions imposed by the Division on the C-144 for the pit at Nichols well will
cause waste and are not in the best interest of conservation.

WHEREFORE, Marbob Energy Corporation requests that this application be set for hearing
before an Examiner of the Oil Conservation Division on the next available docket and that, after notice
and hearing, the Division enter its order rescinding the stipulations and conditions imposed by the Oil
Conservation Division in its approval of Form C-144 for the Nichols “30” State Com Well No. 1.

Respectfully submitted,

HOLLAND & HART, LLP

i

William H Carr

P.O. Box 2208

Santa Fe, NM 87504-2208
505/988-4421 (telephone)

ATTORNEYS FOR MARBOB ENERGY
CORPORATION
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PROPOSED LEGAL AD:

CASE _(3249{: Application of Marbob Energy Corporation for an order rescinding
special pit closure stipulations and conditions, Eddy County, New
Mexico. Applicant seeks an order rescinding the Special Stipulations and
conditions imposed by the Oil Conservation in approving Division Form
C-144 for the Nichols “30” State Com Well No. 1 located 1370 feet from
the North line and 1500 feet from the East Line of Section 30, Township
18 South, Range 28 East, NMPM. Said well is located approximately 15
miles south southeast of Artesia, New Mexico.

RECEIVED

JUN -1 20

Qil Conservation Division
1220 S. St. Francis Drive
Santa Fe. N 87535
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Rismict] State of New Mexico Form C-144
2SI Fronch O, Hobts, MM 85340 Energy Minerals and Natural Resources Wirch 2, 200¢

Artcgia, NM 88210 R s e s i
By e AR Oil Conservation Division Yor dnﬂmwogm""m facilitles, submit to
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Pit or Below-Grade Tank Repistration or Closure
dspisor below-gmdetnnk voversd bya “seneral pbm"" Yes KINe [
Type of action: of a pit o5 bejos of 8 pit or be)

Opeaator. Marbob Energy COrporation  Telpheae?48-3303 cmaltaddreas marbob@marbob.com
addmss: PO Box 227, Artesis, WM 88211-0227 _
Favility or well pame; _ Nichols “30” State \fm #1 UL orQuru__ O Sec 30 7 18SR3§E API #30-015-33372

County: __ Bddy Latitude, Longénuts NAD: 1927 (] 1983 () Surface Qwner Fedaral [ State £ Private (] Indfan ]
Below-grade tank
m -
Tupe: Dritling B8 Production [[) Disposal [ Vohane: ___ bhl Type of fuid:
Workaover ] Energency [ Construction materizl;
Lined B Untined [ Double-walled, with lesk detection? Yes [T] 1 nat, explatn why nov
Liner type: Synthetic 0 Thickness 12 mil  Clay [ Volume
bhl
Y . . | Lesathan 50 foxt (20 points)
Depth ko ground water (verticel distance om botam of pit £ scasonn? high 50 fmtof ut leas than 100 foct P
WWM“MW) { © poi )l o) pOiul:s
Welihead protaction arva: (Less than 20D et fiom & privats domestie Yes :’-:mz o potnts
WBIEF sourca, oF Joas then 100D fect from all other water sources.) @ pants,
. . . Less than 200 fest (20 points)
|| Disenco to surfeco water: (harizonial dsstios o ll wetlands, pluyas, 200 fest ot more, bt fess than 1000 feet {10 poins)
ghtion fdm 'm ) c:woakﬂormm D { Opoints) 0 points
- No veeaurs
Ranking Score (Total Poink) 0 points

Jtthin iz 2 plg clgsure: (1) attach o diagrim of the ncitity showing the pit’s velationship to other cqaipment and tanks. (2) Indicaie diaposal lecation:

ensits (] oftsite [ If offsite, name of facikiy, . (3) Auach s general description of remedial action taken including remediation stast date and end
date. (4) Groundvator encountered: No [ Yes [ Wyes, show degih below ground marface__ ft and atach sample raguits, () Attach soil sample rosults and 2.
dingram af sample lacations and excavatians, .

T heteby certfy Ot the informatfon above & trur and comaplete to the batt of my knowicdgr and belief, lmmr,un a d it or below-grade fank has

bren/will ba canatracted zr tlased aceordiung to NMOCD puidelines B, a genarnl permit » ppedyed plan [,
Dute:

Printed NamwTitle,_Melanie Pavker, Land Dept. Signgture

cenificasion and NMOCD spproval of this applicationlosure does not iclicve the operator of Lisbility sheuld e a of th pit ar Gnk eontaminate ground waeror
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