STATE OF INDIANA
DEPARTMENT OF NATURAL RESOURCES
DIVISTION OF OIL AND GAS

IN RE: PETITION OF ATLAS ENERGY INDIANA, LLC, FOR AN EXCEPTION TO 312

[AC 16-5-1, THE GENERAL OIL AND GAS WELL SPACING RULES AND 312

IAC 16-5-2, THE GENERAL OIL AND GAS DRILLING UNIT SIZE RULES

PETITION

COMES NOW Atlas Energy Indiana, LLC, an Indiana Limited Liability Company (hereinafter
“Petitioner”), on behalf of itself and the owners of the oil and gas leasehold controlled by Petitioner

located within the geographical area described below, by and through attorney Karen J. Anspaugh, and

respectfully shows the Commission of the Department of Natural Resources of the State of Indiana the
following:

1. Petitioner owns or is the duly authorized representative of the various interests, including working
interests and royalty interests, in and to the oil and gas leaseholds covering a majority of the lands
described below, located in Knox County (hereinafter “Affected Area”). Attached hereto and
incorporated herein, is Exhibit A, being a map that depicts the Affected Area.

Town 3 North - Range 8 West, Steen Township
Donations: 116, 125 and 139
Town 4 North - Range § West, South Part Vigo Township

Donations: 139, 150, 151, 152, 154, 163, 241, 242, 243, 244 and 245
Survey: 1

Town 4 North - Range 8 West, Washington Township

Donations: 116,117, 123, 124,125,126, 139, 140, 141, 142, 143,
145, 146, 147, 148, 149, 150, 151 and 231

Town 3 North - Range 9 West, Palmyra Township
Donations: 93,94, 100, 101 and 116

Town 4 North - Range 9 West, Washington Township

Donations: 48,49, 71,72, 73, 74, 75, 93, 94, 95, 96, 97, 98, 99, 100, 101, 116,
117, 118, 119, 120, 121, 122, 123, 124, 124, 142, 143, 144, 145,
146, 180, 182, 183, 184, 185, 186, 187, 188, 189, 190, 191, 192,
193, 194, 195, 196, 199, 200, 201, 202, 203 and 204

Surveys: 1,2and 5




Town 4 North - Range 9 West, Busseron Township

Donations: 199, 200, 201, 202, 203, 204, 206, 207 and 208
Survey: 4

Town 5 North - Range 9 West, Busseron Township

Donations: 199, 200, 208, 210,212,213, 214, 215, 216, 217, 218, 219 and 220
Locations: 176, 180, 183, 184, 240, 260, 283, 286, 290 and 297
Surveys: 4,5,6and 7

Town 3 North - Range 10 West, North Vincennes Township

Donation: 180
Surveys: 7, 51,52, 53,54, 55,56, 57 and 58

Town 4 North - Range 10 West, Washington Township

Surveys: 1,2,3.4,5,6,7,54,55, 56 and 58
Donations: 180, 181 and 192

Town 4 North ~ Range 10 West, Busseron Township

Donations: 204, 205, 206, 208, 209 and 211
Locations: 211 (199} and 180 '

Town 5 North - Range 10 West, Busseron Township

Locations: 120, 174, 175, 176, 179, 180, 181, 183, 205, 206, 207, 211 (199),
240, 252, 261, 290, 296, 297, 299, 298, 302, and 303
Donations: 210,211 and 218

The Affected Area is not comprised of standard Quarter-Quarter Sections of land as established by
the rectangular surveying system of the State of Indiana, but contains divisions of land known as
Locations, Surveys and/or Donations, which have not been surveyed as part of the rectangular
surveying system. To comply with well spacing and unit size requirements, the Petitioner seeks to
establish drilling units pursuant to a superimposed grid overly, comparable to the rectangular
surveying system of the State of Indiana.

All land located in the Affected Area is described in this Petition by its north and south running
range lines and its east and west running township lines. The exterior boundary of the resulting
sections of land shall be further defined by following said range and township lines to the
intersection of these lines. Said Section shall be further subdivided into divisions of land
commensurate with a Quarter-Quarter Section of land, containing 40 acres, more or less
(hereinafter "Drilling Unit Blocks™) using the same method. A portion of one or more Location,
Donation and/or Survey may be located within the boundaries of a particular Drilling Unit Block.



4, As allowed by 312 IAC 16-5-3, Petitioner hereby seeks an exception, applicable only to the New
Albany Shale formation underlying the Affected Area, to 312 IAC 16-5-1, the General Oil and Gas
Well Spacing Rules and 312 IAC 16-5-2, the General Oil and Gas Drilling Unit Size Rules. The
variances being requested are within the scope of 312 IAC 16-5-3, which does not prescribe
minimum distances allowed between wells or maximum acreage allowed within a drilling unit. The
variances hereby requested are for the following described purposes:

a) To eliminate spacing restrictions applicable to the horizontal drilling of wells, except that the
portion of the well bore entering the New Albany Shale (hereinafter "Formation") and all
portions of the lateral section of the well bore located within the Formation shall be drilled no
less than 330 feet from any unconsolidated property boundary; and

b) To establish drilling units comprised of Drilling Unit Blocks for the drilling of the Formation
within the Affected Area. Such drilling units shall be established only for horizontal drilling of
the New Albany Shale within the Affected Area. The drilling units shall be comprised of two,
three, four or five contiguous Drilling Unit Blocks, configured vertically, through which the
horizontal drain hole shall traverse.

5. Petitioner herein respectfully submits to the Commission that said exceptions are supported by
regional and geological characteristics and would allow for the most efficient and economic
recovery of natural gas from said Formation:

a) During the drilling and initial testing of wells near the Affected Area, commercial
quantities of natural gas were encountered within the Formation.

b) Subsequent testing of the Formation has indicated that permeability within the Formation
1s low and the drilling of horizontal wells has proven to be the most economical way to
bring natural gas to the processing plants which process Formation gas from wells drilled
near the Affected Area.

¢) The drilling of horizontal wells will enhance the recovery of gas from the Formation by
allowing the well bore to drill through the existing fracture pattern which exists within
the Formation in this area (the fracture pattern being more vertical than horizontal in the
Affected Area), thereby facilitating the flow of gas from the shale through the fractures,
to the well bore.,

d) The drilling of horizontal wells in the manner described herein can effectively and
efficiently recover in an economical manner the natural gas resources within the proposed
drilling units.

e) The proposed exceptions to the General Oil and Gas Well Spacing Rules and General Qil
and Gas Well Size Rules will not result in a loss of resources within the Formation in the
Affected Area. The variances will enhance recovery of the natural gas from the low
permeability of the Formation within the Affected Area.

6.  Petitioner is ready and willing to supply the Commission or its representatives such additional
information as may be deemed pertinent or relative by the Commission in consideration of the
above requested well spacing variance within the Affected Area, either at or prior to the
consideration of this Petition.




7. Petitioner has not attached structure maps to this Petition, as structure has little impact upon the
production of natural gas from the New Albany Shale. The quantity of natural gas recovered will
depend mstead upon the existing fracture patlerns within the formation.

8. Petitioner represents o the best of its knowledge and belief it would be in the best interests of
conservation and preservation, as well as the extraction of natural gas and its ase, to prant the
exception requested in Sections 4(a} and 4(b) above.

Therefore, Petitioner prays that, through an informal hearing. the above deseribed exceptions to 312 JAC
[6-5-1 and 312 [AC 16-3-2 be authorized and established, according to any further ferms and conditions
as the Commission may impose in this Order establishing such unit and spacing,

Respectfully Submitted,

Atlas Energy Indiana, LLC
10691 East Carter Road
Traverse Crty, Mhchigan 49684

By: e i
Kdfeh Anspaugh 418975-49
Post Offiee Box 4212
Traverse City, Michigan 49683
Attorney for the Petitioner

For Motification: Atlas Energy Indiana, 1.1.C
10691 East Carter Road
Traverse City, Michigan 49684
Attention: Paul A, Domagalski
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