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HAND-DELIVERED .

Mark E. Fesmire, P. E. =

Director 0

Oil Conservation Division ; o

New Mexico Department of Energy, (374‘{

Minerals and Natural Resources 0
1220 South Saint Francis Drive éb

Santa Fe, New Mexico 87505

Re:  Application of Williams Production Company for Horizontal Drilling and
Unorthodox Surface and Bottomhole Location in the Basin-Fruitland Coal
Gas Pool, Rio Arriba County, New Mexico.

Dear Mr. Fesmire:

Enclosed is the Application of Williams Production Company in the above-referenced case as

well as a copy of a legal advertisement. Williams requests that this application be placed on the
docket for the July 6, 2006 Examiner hearings.

Sincerely,

Ot s D>

Ocean Munds-Dry

Enclosures

cc: Vern Hansen (w/enclosures)
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CASE _[374Y:

Application of Williams Production Co. for Horizontal
Drilling and an Unorthodox Surface and Bottomhole
Location in the Basin-Fruitland Coal Gas Pool, Rio Arriba
County, New Mexico. Applicant in the above-styled cause
seeks an exception to the requirements of Rule 7 of the Special
Rules and Regulations for the Basin-Fruitland Coal Gas Pool to
authorize the drilling of its Rosa Unit Well No. 350 as an
intentionally deviated horizontal wellbore on a standard coalbed
methane gas spacing unit comprised of the N/2 of Section 10,
Township 31 North, Range 5 West, NMPM, Rio Arriba County,
New Mexico. The spacing unit will be the Project Area for this
horizontal well. The surface location for said well is 1290 feet
from the North line and 170 feet from the West line in the
offsetting Section 11. The Point of Entry into the Fruitland Coal
is 1165 feet from the North line and 315 feet from the East line
and the terminus is 660 feet from the North line and 2310 feet
from the East line of Section 10. Said area is located
approximately 9 miles southeast of Arbolies, Colorado.




DATEIN SUSPENSE ENGNEER LOGGEDIN TYPE APPNO.

ABOVE THIS LINE FOR DIVISION USE ONLY

NEW MEXICO OIL CONSERVATION DIVISION

- Engineering Bureau -
1220 South St. Francis Drive, Santa Fe, NM 87505

ADMINISTRATIVE APPLICATION CHECKLIST

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Application Acronyms:
[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication]
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Commingling]
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement]
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Salt Water Disposal] [IPl-Injection Pressure Increase]
[EOR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response]

n TYPE OF APPLICATION - Check Those Which Apply for [A]
[A] Location - Spacing Unit - Simultaneous Dedication

[] NsL [ ] NsP [] sD

Check One Only for [B] or [C]
B] Commingling - Storage - Measurement
[1 pHc []J ctB [] pLc [] pc [] oLs [] oLM

L

<

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery =

WEX [] pmMx [] swDp [] 1Pl [ ] EOR [] PPR g_:

[D] Other: Specify .

2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or Does Not Apply -3
[A] (] Working, Royalty or Overriding Royalty Interest Owners -3

H

[B] MOffset Operators, Leaseholders or Surface Owner :’__

N.

[C] ] Application is One Which Requires Published Legal Notice

[D] [] Notification and/or Concurrent Approval by BLM or SLO

U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office

[E] [] Forall of the above, Proof of Notification or Publication is Attached, and/or,
[F] ] Waivers are Attached

[3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

4] CERTIFICATION: [ hereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. I also understand that no action will be taken on this
application until the required information and notifications are submitted to the Division.

Note: Statement mustjbe completed by an individual with managerial and/or supervisory capacity.

. 4

whudad ¥, GARRZ. W _Amoeied left]or

Print or Type Name Signature r | Title Date '

woace Ghelindhact com

e-mail Address




William F. Carr
H O L LA N D & HART wcarr@hollandhart.com

June 6, 2006

HAND DELIVERED (7 7Y

J/
Mark Fesmire, P.E. (/OUA/Q

Director

il Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources

1220 Saint Francis Drive

Santa Fe, New Mexico 87505

Re:  Application of Williams Production Company, L.L.C. for Administrative
Approval of Horizontal Drilling and an Unorthodox Surface and
Bottomhole Location in the Basin-Fruitland Coal Gas Pool, Rio Arriba
County, New Mexico.

Dear Mr. Fesmire:

Pursuant to the provisions of Division Rule 111.C(2) and Rules 8 and 9 of the Special
Rules and Regulations for the Basin-Fruitland Coal Gas Pool, as promulgated by
Division Order No. R-8768 dated October 17, 1988, Williams Production Company,
L.L.C. hereby files its application for an administrative exception to the requirements of
Rule 7 as amended by Division Order No. R-8768-B, effective February 10, 2000, for
the drilling of its Rosa Unit Well No. 350 as an intentionally deviated horizontal
wellbore on a standard coalbed methane gas spacing unit comprised of the N/2 of
Section 10, Township 31 North, Range 5 West, NMPM, Rio Arriba County, New
Mexico. This spacing unit will be the Project Area for this horizontal well.

Rule 7 of the Special Rules and Regulations for the Basin-Fruitland Coal Gas Pool
provides that wells shall be located in the NE/4 or SW/4 of a single governmental
section and shall be located no closer than 660 feet to any outer boundary of the spacing
unit nor closer than 10 feet to any interior quarter or quarter-quarter section line.

The Rosa Unit Well No. 350 has been drilled by Williams Production Company as
operator of the Rosa Unit. The surface location for the well will be in offsetting
Section 11. This unorthodox surface location is necessary to enable Williams to enter
the Fruitland Coal at the proposed Entry Point and thereby have as much of the
horizontal portion of the wellbore as possible in the Project Area for the well. The
horizontal portion of the wellbore of the Rosa Unit Well No. 350 will be entirely

Holland &Hart L.e
Phone (5051 988-4421 Fax [505] 983-6043 www.hollandhart.com
110 North Guadalupe Suite 1 Santa Fe, NM 87501 Mailing Address P.O.Box 2208 Santa Fe, NM 87504-2208
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confined within the N/2 of Section 10. However, the point of entry for the horizontal
portion of the wellbore will be only 315 feet from the east line of Section 10 and
therefore 345 feet closer to the outer boundary of the Project Area for the well (N/2 of
Section 10) than permitted by the rules of the Division. The surface location for the
proposed Rosa Unit Well No. 350 well is 1290 feet from the North line and 170 feet
from the West line of said Section 11, Township 31 North, Range 5 West, and is
therefore does not comply with Rule 7 of the Special Rules and Regulations for the
Basin Fruitland Coal Gas Pool. The point of entry into the Fruitland Coal is 1165 feet
from the North line and 315 feet from the East line of Section 10. The wellbore is
therefore unorthodox under to Division Rule 111.C (2) and Rule 7 of the Special Pool
Rules and Regulations for the Basin-Fruitland Coal Gas Pool.

Williams proposes to drill a vertical well to a kick-off point at a depth of 3123.6 feet
and build a curve at a rate of 12.00 degrees per 100 feet and drill until a 90 degree
curve is achieved at a true vertical depth of 3856.93 feet. Williams proposes to then
drill a lateral in a westerly direction along an azimuth of 104 degrees for a bottomhole
displacement of approximately 2063.7 feet to a terminus in the NE/4 of Section 10 at a
point 660 feet from the North line and 2310 feet from the East line of said Section 10.

The spacing unit for the proposed horizontal well comprised of the N/2 of said Section
10 is located within the Rosa Unit, a voluntary exploratory unit operated by Williams
Production Company, LLC. This spacing unit/project area is offset on all sides by the
Rosa Unit except for Section 2 which offsets this spacing unit project/area to the
northeast that is located in the Carracas Canyon Unit which is operated by Energen
Resources Corporation. Pursuant to Rules 8 and 9(A)of the Special Pool Rules for the
Basin Fruitland Coal Gas Pool, Energen Resources Corporation has been notified of this
application by certified mail and have been advised that if they have objections to this
application the objection must be filed in writing with the Santa Fe Office of the
Division located at 1220 South Saint Francis Drive, Santa Fe, New Mexico 87505,
within 20 days of the date of this application or the application may be approved.

Attached to this application are the following documents:

Exhibit A. Plats showing the proposed spacing unit, the unorthodox surface
location, projected horizontal wellbore and the proposed lateral end
of the wellbore and the boundary of the offsetting Carracas Unit;

Exhibit B. A copy of Division Form C-102 identifying the proposed 320-acre
standard gas spacing or proration unit/project area to be dedicated
to the well; and

Exhibit C. The Halliburton Sperry-Sun Proposal Report for the Rosa Unit
Well No. 350 which contains schematic drawings of the proposed
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well that fully describe the casing, tubing, perforated or openhole
interval, kick-off point, and proposed trajectory of the directional
drainhole.

Enclosed in hard copy is a proposed order granting this application.

Your attention to this matter is appreciated.

Attorney for Williams Production Company

Enclosures

cc: Oil Conservation Division-Aztec
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D"str: t I
PO Box' 1980, Hotbs. NM BE241-1980 .

District II
96 Orawer DO, Artesia, NM B88211-0713

District III
1000 Rio Brazos Rd. Aztec, NM 87410

Distract IV
PO Box 20858, Santa Fe, NM 87504-2088

State of New Mexico *
Energy. Minerals & Natural Resources Depart

QIL CONSERVATION DIVISION
PO Box 2088
Santa Fe, NM 87504-2088

Form C-102
Revised February 21, 199¢
Instructions on back

Submit toc Appropriate District Office

State Lease - 4 Copies
. Fee Lease - 3 Copies

[] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

“TARI Number - *Pgol Code ~ 'Pool Name
71629 | BASIN FRUITLANO COAL
“Property Code " TProperty Name TWell Number
17033 ROSA UNIT 350
CGRI0 Na. *Operator Name *Elevation
120782 WILLIAMS PRODUCTION COMPANY 5826
10 Surface Location
oot ot re. section Townsmi Farge [RIgE Fust trom tre Norin/Soutn line Feet trom tne EastNiast lire g?:é
D 11 31N Sk 1290 NORTH . 170 WEST ARRIBA
' Bottom Hole Location If Different From Surface
W & loc ro. Sacrion Townsnig AaNge Lot Ien Fewt trom e orn/Scuth lire Fest fran the Easc/West lire S?B
B 10 3iN Sw 660 NORTH 2310 EAST ARRIBA
4 Begicated Acres Yaoiae o Infsll | Cosolication Ceam 3 Ormer Mo,
320.0 Acres - (N/2)

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERZSTS HAVE BEEN COMSOLIDATED
OR A NOM-STANDARD UNIT HAS BEEN APPROVED BY THE OIVISION

P
24
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EXHIBIT B

-

" OPERATOR CERTIFICATION

I nereby cartify tnat tre infcrmaticn
containes ngre:n 15 true &U comdlese
to tne best of my knowlecge &g baliet

Signature

Printed Name

Title

Date
®SURVEYOR CERTIFICATION

I nereby certity trat tre well location
stown on this plat wes plotien from frele
rotes of actual surveys mace By me or unCEr
my supervision, and that the same i3 trmue
#°Q correct to tre best of my Zelie’.

Date of Survey: JUNE B. 2004

Signature arg Seal of Frolesyicral Swrveyss

Certificate Number
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June , 2006

Williams Production Company, L.L.C.

¢/o Holland & Hart LLp Telefax No. (505) 983-6043
Post Office Box 2208

Santa Fe, New Mexico 87504-2208

Attention: William F. Carr

Administrative Order NSL-
(Non-Standard Subsurface Location/Producing Area)

Dear Mr. Carr:

Reference is made to the following: (i) your application on behalf of the
operator, Williams Production Company, L.L.C. (“Williams”) dated June 6, 2006
(application reference No. ); (ii) the records of the New
Mexico Oil Conservation Division (“Division”) in Aztec and Santa Fe: all concerning
William’s request for exception to Division Rules 111.A (13) and 111.C (2) and Rule 7
of the “Special Rules and Regulations for the Basin-Fruitland Coal (Gas) Pool,” as
promulgated by Division Order No. R-8768, as amended.

The Division Director Finds That:

(1)

(2)

4)

(5)

The subject application has been duly filed under the provisions of
Division Rule 111.C (2) and the applicable provisions of the special rules
governing the Basin-Fruitland Coal (Gas) Pool (71629);

The special rules governing the Basin-Fruitland Coal (Gas) Pool provides
for 320-acre gas spacing units and wells to be located within either the
NE/4 or SW/4 of the section and not closer than 660 feet from any outer
boundary of the spacing unit nor closer than 10 feet from any quarter-
quarter section line or subdivision inner boundary;

The “project area” proposed by Williams is to consist of a single standard
320-acre slay-down gas spacing unit comprising the N/2 of Section 10,
Township 31 North, Range 5 West, NMPM, Rio Arriba County, New
Mexico;

It is our understanding that Williams has drilled its Rosa Unit Well No.
350 (API No. 30-039-29366) from a surface location 1290 feet from the
North line and 170 feet from the West line (Unit D) of Section 11,
Township 31 North, Range 5 West, and directionally drill a vertical
wellbore to an approximate depth of 3123.6 feet, kick-off in a westerly
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direction, build angle at a rate of 12 degrees per 100 feet until 90 degrees
of vertical is achieved at a depth of 3856.93 feet (TVD). The point of
entry into the Fruitland Coal will be at a point 1165 feet from the North
line and 315 feet from the East line of Section 10, Township 31 North,
Range 5 West and Williams will then directionally drill a horizontal
drainhole a lateral distance of 2063.7 feet to an unorthodox location at a
point 660 feet from the North line and 2310 feet from the East line of said
Section 10;

(6) It appears that the applicant has satisfied all of the appropriate
requirements prescribed in Division Rule 111.C (2) and Rule 9 (B) of the
Special Rules and Regulations for the Basin-Fruitland Coal (Gas) Pool;
therefore the subject application should be approved; and

(7) The provisions contained within this order and all other applicable
provisions of Division Rule 111 and Division Order No. R-8768, as
amended, should govern the subject well and 320-acre gas spacing unit.

It Is Therefore Ordered That:

(1) By the authority granted me under the provisions of Rule 9 (B) of the
“Special Rules and Regulations for the Basin-Fruitland Coal (Gas) Pool,” as
promulgated by Division Order No. R-8768, as amended, the application of Williams
Production Company, L.L.C. (“Williams”) for exception to Division Rules 111.A (13)
and 111.C (2) and Rule 7 of the Special Rules and Regulations for the Basin-Fruitland
Coal (Gas) Pool (71629), is hereby approved. Williams is further authorized to drill its
Rosa Unit Well No. 350 (API No. 30-039-29366) at a surface location 1290 feet from
the North line and 170 feet from the West line (Unit D) of Section 11, Township 31
North, Range 5 West, NMPM, Rio Arriba County, New Mexico, drill vertical to an
approximate depth of 3123.6 feet, kick-off in a westerly direction, build angle at a rate
of 12 degrees per 100 feet until 90 degrees off of vertical is achieved at a depth of
3856.93 feet (TVD). The point of entry into the Fruitland Coal will be at a point 1165
feet from the North line and 315 feet from the East line of Section 10, Township 31
North, Range 5 West and Williams will then directionally drill a horizontal drainhole a
lateral distance of 2,063.7 feet to an unorthodox location at a point 660 feet from the
North line and 2310 feet from the East line of said Section 10.

(2)  The “project area” for this well shall consist of a single standard 320-acre
lay-down gas spacing unit comprising the N/2 of Section 10.
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(3) An exception to the provisions of Rule 7 of the Special Rules for the
Basin-Fruitland Coal (Gas) Pool is hereby granted to permit the horizontal portion of
the wellbore to be within a drilling window or producing area for the within the Basin-
Fruitland Coal (Gas) Pool for this wellbore 315 feet from the outer boundary of the
project area.

(4)  The operator shall comply with all applicable requirements and conditions
set forth in Division Rule 111 and Division Order No. R-8768, as amended.

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

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

MARK E. FESMIRE, P.E.

Director

cc: New Mexico Oil Conservation Division — Aztec
U. S. Bureau of Land Management - Farmington




wcarr@hollandhart.com

" | illiam F. Carr
HOLLAND&HART. w

June 6, 2006

CERTIFIED MAIL -RETURN RECEIPT REQUESTED

AFFECTED INTEREST OWNERS

Re: Application of Williams Production Company, L.L.C. for Administrative
Approval of Horizontal Drilling and an Unorthodox Surface and Bottomhole
Location in the Basin-Fruitland Coal Gas Pool, Rio Arriba County, New
Mexico.

Ladies and Gentlemen:

Enclosed is a copy of the above-referenced application which was filed with the Oil
Conservation Division on this date by Williams Production Company, L.L.C. for administrative
approval of horizontal drilling and an unorthodox surface and bottomhole location in the
Basin-Fruitland Coal Gas Pool for its proposed Rosa Unit Well No. 350. The Project Area for
the well will be a standard Fruitland Coal Gas Unit comprised of the N/2 of Section 10,
Township 31 North, Range 5 West, NMPM, and the horizontal portion of the wellbore will be
entirely confined to the N/2 of Section 10. The surface location for the well will be at a point
1290 feet from the North line and 170 feet from the West line of offsetting Section 11.
Williams proposes to drill a vertical well to a kick-off point at a depth of 3123.6 feet and build
a curve at a rate of 12.00 degrees per 100 feet and drill until a 90 degree curve is achieved at a
true vertical depth of 3856.93 feet. Williams proposes to then drill a lateral in a westerly
direction along an azimuth of 104 degrees for a bottomhole displacement of approximately
2063.7 feet to a terminus in the NE/4 of Section 10 at a point 660 feet from the North line and
2310 feet from the East line of Section 10.

As the owner of an interest which will be affected by the proposed well, you may object to this
application. Objections must be filed in writing at the Division's Santa Fe office located at
1220 South Saint Francis Drive, Santa Fe, New Mexico 87505, within twenty days from the
date this notice was sent to you. If no objection is received within twenty days after the
Division Director receives this application, the unorthodox location may be approved.

Very truly yours,

William F. Carr
ATTORNEY FOR WILLIAMS PRODUCTION COMPANY
enc.

Holland & Hart ue
Phone [505]988-4421 Fax [505]983-6043 www.hollandhart.com
110 North Guadalupe Suite 1 Santa Fe, NM 87501 Mailing Address PO.Box 2208 Santa Fe, NM 87504-2208

Aspen Billings Boise Boulder Cheyenne Colorado Springs Denver DenverTech Center Jackson Hole Salt Lake City Santa Fe Washington, D.C. & '




