Dustdct [

1625 N. French Dr., Hobbs, NM 88240

Dustact I

1301 W Grand Avenue, Artesia, NM 88210

Ihstact 111

1000 R1o Brazos Road, Aztec, NM 87410

Distoet IV

1220 S St. Francis Dr., Santa Fe, NM 87505

State of New Mexico
Energy Minerals and Natural Resources

Qil Conservation Division
1220 South St. Francis Dr.
Santa Fe, NM 87505

APPLICATIONFOR PERMIT TO DRILL, RE-ENTER, D

NOV 152007  gorm o101
OCD-ARTESIA M?27.200¢

Submit to appropriate District Office

[] AMENDED REPORT

PEN, PLUGBACK,OR ADD A ZONE

ConocoPhillips Company

TOperatorName and Address

P. 0. Box 51810 Midland, TX 79710-1810

217817

ZOGRID Number

3 API Number

30015-29766

¥ PropertyCode 5 PropertyName SWell No.
009090 Grayburg Deep Unit #14
* ProposedPool 1 ' ProposedPool 2
Loco Hills; Wolfcamp, NE (#97601)
7 .
Surface Location
UL or lot no. Section | Township Range LotIdn Feet from the Narth/South line Feet fromthe East/Westline County
D 25 178 29E 868 North 1062 West Eddy
8 Proposed Bottom Hole LocationIf Different From Surface . ,
UL or lot no. Section | Township Range Lot Idn Feet from the Nath/Southline Feet from the East/Westline County
Additional Well Information ,
"' Work Type Code '2 Well Type Code 13 Cable/Rotary " Lease Type Code ' Ground Level Elevation
P 0 R 3594
' Multiple ' Proposed Depth '* Formation ' Contractor * Spud Date
No 11,400'
Depthto Groundwater Distancefromnearestfresh water well Distance fromnearest surfacewater
Pitt  Liner: Synthetic O milsthick Clay Pit Volume; bbls DrillingMethod:
Closed-Loop System [ FreshWater [ ] Reine [ Diese/Oi-hased [ Gas/aic [

21 .
Proposed Casing and Cement Program

Hole Size Casing Size Casing weight/foot Setting Depth Sacks of Cement Estimated TOC
14-3/4" 11-3/4", H-40 424 530 450sx, circ.
11" 8-5/8", J-55 32# 4520' 1160sx, circ.
7-7/8" 5-1/2", J-55 15.5# 11,400 2375sx, circ.

7 Describe the proposed program. If this applicationis to DEEPEN or PLUG BACK, give the data on the present productive zone and proposed new productive zone.
Describe the blowout prevention program, if any. Use additional sheets if necessary.

Request authority to recomplete well from the Morrow to the Wolfcamp. Wolfcamp perforations are planned to be 9148-9194". The
work is to include the use of steel pits, therefore, a pit permit will not be applicable.

B hereby certify that the information given above is true and complete to the best
of my knowledge and belief. I further certify that the drilling pit will be
constructed according toe NMOCD guidelines O a general permit

an (attached) alternative OCD-approved plan E]

OIL CONSERVATION DIVISION

, or Approved by:

4 2
Pontedname: Celeste G. Dale / ///,//ﬁ 4&/ s %&:

Title:

Title:

Regulatory Speci%ﬁst

Approval Date:

Expiration Date:

E-mail Address: celeste.g.dale @conocophillips.com

Date:  10/14/2007

Phone’

(432)688-6884

Conditionsof Approval Attached O
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WELL LOCATION AND ACREAGE DEDICATIONPLAT

' API Number ? Pool Code ’ Pool Name
30-015-29766 97601 Loco Hills; Wolfcamp, NE
‘ Property Code ! Property Name * Well Number
009090 Grayburg Deep Unit #14
' OGRID No. ' Operator Name * Elevation
217817 ConocoPhillips Company 3594’ GL
1% Surface Location

UL or lot no. Section| Township Range Lot Idn Feet from the North/South line Feet from the East/West line County

D 25 178 29E 868 North 1062 West Eddy

! Bottom Hole Location If Different From Surface

UL or lot no. Section | Township Range Lot Idn Feet from the North/South fine] ~ Feet from the East/West line County

" Dedicated Acres | " Joint or Infill " Consolidation Code | " Order No.

40

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,

T ' OPERATOR CERTIFICATION

N h S
1 hereby certify that the information contained herein 13 true and complete 1o

TF
(4

the best of my knowledge and belief, and tha this organizanon exther owns a

77
r73
7

workang interest or unleased mneral interest i the land including the
proposed bottom hole locanon or has a nght to dnif this well at this locanon
I pursuant 10 a contract with an owner of such a mineral or workang inserest,

©
4
# 1[" orwa voluntary pooling agreement or a compulsory pooling order

e

2L sy o L i.mreay'7mwedby the division.
o 10/14/2007

ignature Date

fe
Y

Celes 3 ulatory Specialist
Printed Name

¥SURVEYOR CERTIFICATION

1 hereby certify that the well location shown on this plat
was plotted from field notes of actual surveys made by
me or under my supervision, and that the same is true

and correct to the best of my belef.

Date of Survey

Signature and Seal of Professional Surveyor:

Certificate Number




ConocoPhillips, as operator of the Grayburg Deep Unit No. 14 well,
hereby requests approval from the New Mexico Oil & Gas
Conservation Division (“NMOCD?”) to temporarily abandon the
existing Morrow formation completion in Well No. 14, and to permit
the recompletion of the well as an oil and gas producer in the
Wolfcamp formation. This action has been requested in order to
protect the correlative rights of the interest’ owners in the well from
drainage from a recently completed Wolfcamp formation producer in
the adjacent spacing unit. Further discussion of this issue is provided

below.
|. BACKGROUND

The Grayburg Deep Unit Well No. 14 is located 868’ FNL, 1,062° FWL
of Section 25, T17S, R29E, Eddy County, New Mexico. The well was
drilled and completed as a Morrow formation producer in the fall of
1997. First production was reported in December, 1997. As of July
2007, the well has recovered 1,296,223 MCF of gas and 17,962 bbls
of oil, with the well still producing at a rate of 201 MCFD / 1 BOPD.

An offsetting Morrow formation producer was drilled in the fall of
2006. The Keely 26 Fed No. 1, has a surface location of 1,800° FNL,
990’ FEL of Section 26, T17S, R29E. The Morrow formation in the
Fed No. 1 well was completed and tested in the Morrow during
October — December 2006. During the test period, the Morrow
interval was produced at rates from 300 — 400 MCFD at 50 — 70 psi.
In December 2006, the Morrow completion was isolated with a
retrievable bridge plug. Following this, the Wolfcamp formation was
completed in the well in the interval from 9,078 — 9,188’. Following
stimulation, the well was placed on production. As of July 2007,
cumulative production from the Wolfcamp has been 18,627 bbls of oil
and 245,214 MCF. The July 2007 production rate was 24 BOPD / 644

MCEFD.

A second offsetting Wolfcamp producer was drilled in the summer of
2007. This well, the Grayburg Deep Unit No. 22, is located 1,940’
FNL, 330’ FWL of Section 25, T17S, R29E. The well was completed
in the Wolfcamp formation interval from 9,088’ — 9,158’. As the well
has only been on production since August 31, 2007, only a limited
amount of production data is available. Initial production rates have



been high, but the well is experiencing a steep decline in producing
pressure as is indicated in the plot below:

[ Grayburg Deep No. 22 - Wolfcamp Completion
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Morrow formation well spacing was fixed at 160 acres. Both the Keely
26 Fed No. 1 and Grayburg Deep Unit No. 14 were situated in
locations that met the requirements for 160 acre spacing units. The
Grayburg Deep Unit No. 22 well targeted the Wolfcamp and was
permited under the restrictions of a 40 acre spacing unit,

II. PROPOSED WOLFCAMP RECOMPLETION

Current ConocoPhillips mapping of the Wolfcamp formation indicates
that there is a limited amount of reservoir present in the west half of
Section 25. While the Keely 26 Fed No. 1 well encountered 110 gross
feet of productive Wolfcamp interval, only 70 gross feet appears in
the Grayburg Deep Unit No. 22 well. Reservoir quality does
deteriorate further to the north, so that only 46 gross feet of pay are
observed on the log from the Grayburg Deep Unit No. 14 well.

The 40 acre Wolfcamp spacing unit for the Grayburg Deep Unit No.
22 well is located in the NW %4 NW % of Section 25. Simple
volumetric reserve calculation indicates that at best there may be
approximately 60,000 bbls of recoverable oil contained in that
spacing unit. The cost of drilling and completing the Grayburg Deep
Unit No. 22 well was estimated at approximately $2.5MM. Preliminary
ConocoPhillips economic evaluation indicates that the Wolfcamp
reserve base in the NW %4 NW % Section 25 is insufficient to support
a comparable grass-roots Wolfcamp well.



The cost of recompleting the existing Grayburg Deep Unit No. 14 well
as a Wolfcamp producer has been estimated at approximately
$0.37MM. The reserve base in the NW %4 NW % is sufficient to pay
out the cost of this work. Accordingly, authorizing the recompletion of
Well No. 14 will allow ConocoPhillips to produce the Wolfcamp
reservoir and protect the correlative rights of the working and mineral
interest owners.

- As was mentioned above, the Grayburg Deep Unit Well No. 14 is
currently producing from the Morrow at a rate of 201 MCFD / 1
BOPD. In order to produce the Wolfcamp interval, the Morrow
formation completion will be isolated by means of a retrievable bridge
plug. Once Wolfcamp reserves have been produced, the Wolfcamp
perforations will be cemented off, the bridge plug retrieved and the
Morrow formation completion will be reactivated.
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GRAYBURG DEEP UNIT #14 - NON-STANDARD LOCATION
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General Amencan Oil Company of Texas

P.O Box 128

Loco Hills, NM 88255
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300152064600 T: 178 R: 30E S. 30K BURCH_27 188 MARBOB ENERGY CORPORATION QUEEN-SAN ANDRES GRAYBURG JACKSON NM EDDY
300150438700 T:17S R. 30E S. 30L GRAYBURG DEEP UNIT_4 187 MARBOB ENERGY CORPORATION QUEEN-SAN ANDRES GRAYBURG JACKSCON NM EDDY
300152066700 T-17S R: 30E S: 30M BURCH C_30 195 MARBOB ENERGY CORPORATION QUEEN-SAN ANDRES GRAYBURG NM  EDDY
300152066800 T:17S R: 30E S: ION BURCH 'C'_31 194  MARBOB ENERGY CORPORATION QUEEN-SAN ANDRES GRAYBURG JACKSON NM  EDDY
300152066900 T:17S R: 30E S. 300 BURCH C_32 193 MARBOB ENERGY CORPORATION QUEEN-SAN ANDRES GRAYBURG JACKSON NM  EDDY
300152587700  T:17S R: 30E S 30P SE SE BURCH 'C’ FEDERAL_47 192 MARBOB ENERGY CORPORATION QUEEN-SAN ANDRES GRAYBURG NM  EDDY




