NEW MEXICO ENERGY, MINERALS *arec oWt orrice
& NATURAL RESOURCES DEPARTMENT (50) 3348178 FAX. 50y S0

tp:Nemnrd. state.nm.uslocd/District 3distric.htm

GARY E. JOHNSON Jennifer A. Salisbury

OOVERNOR CABINET SECRETARY

November 6, 1997

Kevin E O’Connell

Drilling and Production Manager
Hallwood Petroleum Inc

PO Box 378111

Denver CO 80237

Re: B Montoya 25 #1, H-25-32N-13W, API 30-045-23196

Dear Mr. O’Connell:

Your application to directionally drill the proposed referenced well at a sucface location
of 1850" FNL, 790" FEL and a projected bottom hole location of 1830 FNL, 1440° FEL
is hereby approved, providing the actual bottom hole location terminates within the
producing interval standard setback window.

If you have any questions please contact me.

Sincerely

Ernie Busch
District Geologist/Deputy O&G Inspector

EB/sh

Xc:  Bureau of Land Management-Duane Spencer
NMOCD-Santa Fe

OiL CONSERVATION DIVISION - P.O. Box 6428 - Santa Fe, NM 87506-8429 - (508) 827-7131
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Hallwood Petroleum, Inc.

4582 South Ulster Street Parkway - Stanford Place III - Suite 1700 « Post Qffice Box 378111
Denver, Colorado 80237 - (303) 850-7373

CERTIFIED MAIL NO. P 212 222 133

November 3, 1997

State of New Mexico

Qil Conservation Division

P. O. Box 2088

Santa Fe, New Mexico 87504-2088

Attention: William J. LeMay Y7
Division Director Y :
RpS1e) @BWC
RE: Request for Rule 111-D Approval s &

Directional Well — B. Montoya #25-1
San Juan County, New Mexico

Dear Sir:

In accordance with the provisions of the State of New Mexico, Oil Conservation Division, Rule
III-Deviation Tests/Deviated Wells and Directional Wells, Hallwood Petroleum, Inc. wishes to
obtain approval to drill (actually, re-drill) a directional, intentionally deviated, well.

The subject well is an existing Basin Fruitland Coal Field well named the B. Montoya #25-1
located in the NE/4 (Unit H) of Section 25-T32N-R13W. This well was originally recompleted
from the deeper Mesa Verde/Dakota zones uphole to the Basal Fruitland Coal interval and has
produced since February 1991.

Gas production in mid-1994 was at 1200 MCFD (flowing) for the B. Montoya #25-1 well but
has fallen off at an unusually steep rate which is abnormal for “typical” coal wells. The well is
currently shut-in after an unsuccessful re-frac attempt.

Because of this significant drop in gas production and resulting loss of reserves, we are
proposing to plug the well back, pull the 7” casing and sidetrack the well to a “new coal face”.
We also have some concerns about the secondary squeeze job on the Fruitland Coal
recompletion and believe that the only way to correct the wellbore is to sidetrack and re-drill the
well.

Pertaining to Rule 111-Section 2 (D), Hallwood submits the following information:

a) The information above pertaining to the B. Montoya #25-1 is Hallwood’s statement
addressing the reason for directionally drilling this well. The well is currently
uneconomic and shut-in. Unless favorable production levels can be restored, the existing
B. Montoya #25-1 well (vertical well) will have to plugged and abandoned.



State of New Mexico
Oil Conservation Division
November 3, 1997

Page 2

b)

c)

d)

e)

f)

Exhibit No. 1 is a plat showing the required information.

Exhibit Nos. 2 and 2A are vertical plan views of the proposed sidetrack for the subject
well.

Exhibit Nos. 3 and 3A are horizontal plan views for the subject well.

Exhibit No. 4 is a type log section showing the Basal Fruitland Coal interval in the two
(2) Hallwood-operated wells in Section 25-T32N-R13W.

Exhibit No. 5 is a statement of notification of offset partners.

We have also enclosed a Sundry Notice Form (C-103) stating our intent of this directional
project and the procedure.

Please do not hesitate to contact me at (303) 850-6303 should you require additional information.

Sincerely,

HALLWOOD PETROLEUM, INC.

%zﬁ c/ %ﬂg//,/j/ﬁ

Kevin E. O’Connell
Drilling and Production Manager

KEO/jey

Enclosures

cC:

Qil Conservation Division
District III Office

1000 Rio Brazos Road
Aztec, NM 87410

Attn: Mr. F. T. Chavez

Jim Bonaventura — Durango
Nonya Durham
Well File

KEQ97.078
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to Appropriate Energy, Minerals and Natural Resources Department Revised 1-1-89
District Office
OIL CONSERVATION DIVISION

DISTRICT I 2040 S. Pacheco WELL API NO.

P. O. Box 1980, Hobbs, NM 88240 Santa Fe. New Mexico 87505 30-045-23196

DISTRICT II ’

811 S. First St., Artesia, NM 88210-2834

DISTRICT 1II

1000 Rio Brazos Rd, Aztec, NM 87410

5. Indicate Type of Lease
statE [1 e X

6. State Oil & Gas Lease No.
1344

SUNDRY NOTICES AND REPORTS ON WELLS
(DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO A
DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT"
{FORM C-101} FOR SUCH PROPOSALS.)

7. Lease Name or Unit Agreement Name
B. Montoya 25

1. Type of Well:
OIL GAS
weLL O WELL X OTHER
2. Name of Operator 8. Well No.
Hallwood Petroleum, Inc. 1
3. Address of Operator 9. Pool name or Wildcat
P. O. Box 378111, Denver, CO 80237 Basin Fruitland Coal
4. Well Location
Unit Letter H : 1850 Feet From The North Line and 790 Feet From The East Line
Section 25 Township 32N Range 13W NMPM San Juan County
10. Elevation (Show whether DF, RKB, RI, GR, etc.)
M 5866' GL 5878' KB -
11. Check Appropriate Box to Indicate Nature of Notice, Report, or Other Data
NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
PERFORM REMEDIAL WORK D PLUG AND ABANDON D REMEDIAL WORK D ALTERING CASING D
TEMPORARILY ABANDON [J cHANGE PLANS [J | coMMENCE DRILLING OPNS. OrLuc ano asanoonment [l
PULL OR ALTER CASING D CASING TEST AND CEMENT JOB D
OTHER:__Plugback & sidetrack to new BHL__ X | OTHER: D

12. Describe Proposed or Completed Operations (Clearly state all pertinent details, and give pertinent dates, including estimated date of starting any proposed
work) SEE RULE 1103.

The subject well is currently an uneconomical & shut-in Basin Fruitland Coal well completed with
perforations at 2106-2136’. Hallwood plans to plug the well back and sidetrack (re-drill) to a new
bottomhole location. Hallwood plans to do this by December 1997 or January 1998.

I hereby certify that the information above js true and cgmplete to the best of my knowledge and belief.
R A .
~ f . .
SIGNATURE__ jzxph ; K// Y e ¢ TITLE Drlg & Prod Manager DATE //,/5/{/ 7

TYPE OR PRINT NAME Kevin E, Q'Connell TELEPHONE NO. 303-850-6303
(This space for State Use)

APPROVED BY TITLE DATE

CONDITIONS OF APPROVAL, IF ANY:
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Ex@j, Minerals and Natural Resources Departm @ Revised 1-1-89

OIL CONSERVATION DIVISION

I, Hobbs, NM 88240 P.O. Box 2088
Santa Fe, New Mexico 87504-2088

ver DD, Astesla, NM 88210

WELL LOCATION AND ACREAGE DEDICATION PLAT

41
Rio Brazos Rd., Aztec, NM_ §7410 All Distances must be from the outer boundades of the section

Lease . Wecll No.
Quinoco Petroleum, Inc. B. Montoya 2 9 1
Unil Letter Section Towaship Range Counly
H 25 32N 13W NMIM San Juan
Acual Footage Location of Well: ]
1850 fect from the North line and 790 = fect from the East  jine
Ground level Elev. Producing Formalion Pool ?4’7’7(, e Dedicated Acreage:
5866 Fruitland Coal Fruitland Toal 320 Ao

L. Outlioe the acreage dedicated to the subjoct well by colored pencil or hachure marks oa the plat below.
2 If more than one lease is dedicated o the well, oulline cach and identify the ownership thereof (both as to working interest aod royalty).

3. If more than one lease of dilferent ownership is dedicated to the well, have the interest of all owners beea consolidated by communilization,
unitization, force-pooling, ¢c.7 oy e
Yes [:] No If answer is "yes” type of consolidation Communitized
If answer is "no” list the owners and tract descriptions which have actually been consolidated. (Use reverse side of
this form if neccessary.
No allowable will be assigned Lo the well until all interests have been consolidated (by communitization, unitization, forced-pooling, o otherwisc)
or until a noa-standard uail, eliminating such interest, has been approved by the Division. :

T372R
=7 /,//,/[,////////// 77 /////////l/// 777777 OPERA'IOR_CERTIFICA?ON'
7 Union [ Quinoco Pptroleum | / cm,,’-,,ﬁ"i’”-“-"{’ ond g .;wa:m.;
; T (-',hu/wobA ZTMme) ] erewn iy frue an. CO"‘!PI‘ o
exas I I / best of my knowledge and belicf.
/
| I /
/ - - Si
1 | Y ) | ntd W Findh
g | . N |
/ l l o —/ nted Name .
e e e e e e e T T T T T T T —_——f—— Ronald W, Finch
% {— Tl— 5“"{',}2" 6 Pos[i)lio; .
% . rlg & Prod Manager
g | /V;, ®~=~~\é 790" 7| [Company N
| - Quinoco Petroleum, Inc. .
(| A By | ) 15
/03350 /,V’;evp/r’ /40" FELX \[§%0 "Fre I 7| | August 2. 1989
sl L //5// //); /S Sectioh/28 /L L2 L I/// 4, 7,77/, SURVEYOR CERTIFICATION
2 I v re l 7 rd l
o4 l p {/(//IVé f . I hereby ceriify that the well location she
- his plat w lotied from field not
| Plhodvoine VI | 15,0 L, e &
supervison, and that the same s frue
l 04"{0”“/"/ 520 T 1ecorrect l’; ‘the best af‘n:y knowledge
| . . M belief.  please see attached
]| ‘) “_"l (G El'; “4_ E D Date Surveyed

| auG251des R S

{ OIL CON.I DY

l DIST. ]‘

l Il Cenificate No.
_'__j

p——t—r1 \ ly \ I | 1 ! ]
0 330 660 9% 1320 1650 1980 2310 2640 2000 1500 1000 500 0




2-
MONTOYA #25-1

Procedure ,

1. Prior to start of work, move pumping unit to the edge of location.

2. MIRU pulling unit to prep well for sidetracking.

3. TOH with tubing/packer. |

4. PU a 7” cement retainer and RIH on tubing to 2050’ (56’ above top perf). Set
retainer and prep to cement squeeze.

5. Squeeze Fruitland perfs with 150 sacks of cement, pull out of retainer and leave
some cement on top of retainer.,

6. TOH with tubing.

7. RU to freepoint, cut and pull 7” casing, CBL log shows it to be free at 850°,
8. Cut as deep as possible, pull and lay down 7" casing.

9. TIH with tubing, tag casing stub and spot a 200’ open hole cement plug.

10. TOH, WOC and RD pulling unit.

11. MIRU large service unit with pump, tanks and power swivel. or drilling rig.

12. TIH with milltooth bit (7 7/8”) and collars and DP, Circulate and wash down,
displacing hole with drilling mud.

13. Tag cement plug and dress off to kick off from,
14. TOH and PU Baker Hughes motor and bent sub.
15. TIH, orient in a 271.76° direction and start motor drilling off plug and old hole,

16. Build angle to approximately 24° and hold this angle to total depth of approximately
2285’ MD.

17. Circulate hole good with mud and TOH.
18. Run open hole “coal” log.

. i
19. Run pre=perfed casing, B@?HM(S h” casing)and cement to surface, 7[40 [0{70\

20. Complete well per forthcoming procedure.

AFE97\0902A.KO
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Hallwood Petroleum

Wellbore Sketch

EXHIBIT NO. 2

CASING

95/8” 36 Ser M 0%2'

Cement Plug dressed to 400° MD

5°/100 ft. BUR
KOP ft. 400 TVD 400 MD Inc 1

- EOB
/ 879 MD ’865 TVD,

24 °inclination
280° AZ  ( Notnt §0° WeEST )

77/8 « hole

—_ WesT

st <— Top of Target 650 ft VS@ 2106 TVD 2236

Fuame Cot

TD reentry 669 ft VS@ 2150 TVD 2285 MD

4/11/97 5 Baker Hughes INTEQ



<— True Vertical Depth (feet)

0 - Tie on ~ 0.00 inc, 0.00 Md, 0.00 Tvd, 0.00 Vs
] EXHIBIT NO, 2A
100 4 HALLWOOD PETROLEUM, INC
’ [
200 Structure : SEC.25-T32N~R13W Well : B. MONTOYA 25-1
4 Field : SAN JUAN COUNTY Location : NEW MEXICO
300 -
400 Kick off Point ~ 0.00 Inc, 400.00 Md, 400.00 Tvd, 0.00 Vs
] 'HUGHES N
Mag
600 | 10.00
DLS: 5.00 deg per 100 ft ’“T E
700 - 15.00
N 11-Apr-97
800 20.00 Magnetic North ia 11.73 degrees East of TRUE North
To correct azimuth from Magnetic to TRUE add 11.73 deg
7 End of Build — 23.97 Inc, 879.38 Md, 865.52 Tvd, 98.82 Vs
900 -
1000 <— West (feet)
800 700 600 500 400 300 200 100 0
. | . 1 1 L R 1 1 1 1 L 1 N 1 L 1 L 300
1100 250" X 250’ Target N
4 - 200 A
Cocatl Surface Location 1
1200 Bottom Hole ocu, on 1850" FNL & 790’ FEL F z
1830" FNL & 1440° FEL SEC.25-T32N—R13W L j00 2
7] SEC.25-T32N-R13W ¥
1300 Surface 0.00 N, 0.00 E [ A
——m &
- er———TTTvTT L 0 N~
FRUITLAND COAL — 2106.00 Tvd, 20.00 N, 650.00 W
1400 TOTAL DEPTH — 2150.00 Tvd, 20.60 N, 669.55 W
J L 100
1500
1600
1T\ emea— Poift ————— MD inc Oir VD North East V. Sect Deg/10C
1700
Tie on 000 Q00 27176 Q00 000 000 000 000
1800 4 KoP 400.06 000 27176 40000 000 000 000 0.0
4 End of Buid 879.38 2397 27176 86552  3.04 -9877 9882  5.00
1900 -} Target 223693 2397 27176 210600 20.00 ~550.00 650.31  0.0C
i TD. X End of Hokd 228508 23.87 271.76 215000 20.60 -669.55 663.87  0.0C
2000 -
2100 -| FRUMTLAND COAL — 23.97 Inc, 2236.93 Md, 2106.00 Tvd, 550.31 Vs \
2200 TOTAL DEPTH — 23.97 Inc, 2285.08 Md, 2150.00 Tvd, 669.87 Vs
T T T T —T —— Baker Hughes INTEQ ——

200 300 400 500 600 700
Vertical Section (feet) —>
Azimuth 271.76 with reference 0.00 N, 0.00 E from SLOT #1

] T T
[¢] 100 800

DRAWN BY: WALLY HOLBROOK
DATE: APR. 11,1997
TYD REFERENCED RKB
DENVER, COLORADO
PHONE: (303) 534-3223




HALLWOOD PETROLEUM, INC.

Structure : SEC.25-T32N—R13W Well : B. MONTOYA 25-1
Field : SAN JUAN COUNTY Location : NEW MEXICO

EXHIBIT NO. 3

11-Apr-97

Magnetic North is 11.73 degrees East of TRUE North
To correct azimuth from Magnetic to TRUE add 11.73 deg

<— West (feet)

800 700 600 500 400 300 200 100 0
L L 1 1 1 1 1 L L

1 L 1 1 1

1 1 1

250" X 250" Target

Surface Location

Bottom Hole Location 1850 FNL & 790" FEL
1830" FNL & 1440’ FEL SEC.25-T32N~R13W

SEC.25~T32N-R13W -
Surface 0.00 N, 0.00

““““““

FRUITLAND COAL — 2106.00 Tvd, 20.00 N, 650.00 W
TOTAL DEPTH — 2150.00 Tvd, 20.60 N, 669.55 W

E

f
d}-&——J

300
- 200 A
1
i z
[»)
- 100
L)
- —
o
-]
L 5 <&
L 100

————  WELL PROFILE DATA

Point MD Inc Dir VD North East
Tie on 0.00 0.00 271,76 0.00 Q.00 0.00
KOP 400.00 0.00 271,76 400,00 0.00 0.00
End of Build 879.38 2337 271.76 B6552 3.04 -98.77
Target 2236.893 2397 271.75 2106.00 20.00 —£50.00

T.D. & End of Hold 2285.08 23.97 271.76 2150.00 20.60 -563.55

V. Sect Deg/100

0.00 0.00
0.00 0.00
$8.82 5.00
650.31 0.c0

669.87 0.00




EI@’, Minerals and Natural Rc;ourccs Dcpzmm@ Revised 1-1-89

OIL CONSERVATION DIVISION
P.O. Box 2088
Santa Fe, New Mexico 87504-2088 EXHIBIT NO. 3A

l0. 1iobbs, NM 88240

fct DD, Astesla, NM 88210

RICT IIL WELL LOCATION AND ACREAGE DEDICATION PLAT
Rio Brazos Rd., Aztec, NM 7410 All Distances mus! be from the ouler boundarles of the section

Lease i Well No.
Quinoco Petroleum, Inc. B. Montoya 2 9 1
Usil Letter Seclion Township Range Counly
H 25 32N 13W e San Juan
Acual Footage Location of Well: .
1850 feet from the North linc and ; 790 - fedt from the East line
Ground level Elev. Producing Formation Pool ?4’?’7’_' - Dedicalcd Acreage:
5866 : Fruitland Coal Fruifland “Toal 320 Acres

1. Outline the acreage dedicated Lo the subject well by colored pencil or hachure marks oo the plat below.
2 If more than one lease is dedicated Lo the well, outline cach and identify the ownership thereof (both as to working intcrest and royalty).

3. 1f more than one lease of difTerent ownership is dedicated to the well, have the interest of all owsers been consolidated by commuaitization,

unitization, force-pooling, etc.? e g
Yes D No If answer is "yes” type of consolidation Communitized

If answer is "no™ list the owners and tract descriptions which have actually been consolidated. (Use reverse side of

this form if neccessary.
No allowable will be assigned to the well unil all interesls have been consolidated (by communilization, unitization, forced-pooling, of otherwise)

or until & non-standard unil, eliminating such interest, has been approved by the Division. .

T32N
B 777 /'///I'/////’/’// ///////////‘/// 7/ OPERATOR CERTIFICATION
7" nion quinoco thtroteun | | |, e s
j Texas | ( HaLiwosd Femoceus) | | [sest of my tnowiedge and beli o
/ I Ba I /] Signature
% | I 41" .
é | B | eped W Peek
I l — nted Name .
e e e e T T T T T T T — —f————/} |_Ronald W, Finch
% r T SuRfice 6 Position
4 . Drig & Prod Manager
“ | e O . _\@ 790" 7/ Company gc
; ) } Pﬂo(}?-cw 5(‘7‘5- /V E g D:(iuinoco Petroleum, Inc.
A5 'MD > [0 FELX 1830 ‘Fin I 7| |LAugust 22, 1989
/ 50 T VD ,
%/é 5 L/ ///Ii' / /7 [ Bectio/28 L/ L 2L /}l/ sl L2zl SURVEYOR CERTIFICATION
-
oy I . .
p U//I‘/é. {' . I hereby certify that the well locaiion she
this plat w {otted from field noles
Il p ﬂ(/ Olﬂb Ulvﬂ’ 4 :'c’mal Jirvzy.rwm:dc t'by r:c a: un,:ic:
ﬂlﬂﬂ supervison, and that th me is irue o
l 0/}1'{00“/'1/ 920 T | correct tr:: ‘the best afzn:ya knowledge .
| A " belief.  please see attached
l [) E (g E n E D Date Surveyed
_______ e —— _J L__
| AUG2 51489 s S
{ OlL CON.} D"
DIST. ]'
|
{ { Centificate No.
— r I*AH——_—— t I 1
0 330 660 95 1320 1650 1980 2310 2640 2000 1500 1000 500 0
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EXHIBIT NO. 5

Verification and Affidavit

STATE OF COLORADO )
) SS
COUNTY OF DENVER )

Kevin E. O'Connell, of lawful age, being first duly sworn on his oath, deposes and says:

That he is employed in an engineering capacity by Hallwood Petroleum, Inc. in its Denver office;
that he has responsibilities for New Mexico permitting matters; that Hallwood's Application for
approval to directionally re-drill the B. Montoya #25-1 well to a new legal bottomhole location
in Unit G, with a surface location in Unit H-Section 25-T32N-R13W, San Juan County, New
Mexico, has been prepared under his direction and supervision; that the matters and things
therein set forth are true and correct to the best of his knowledge and belief; that a copy thereof
was sent by certified mail from Applicant's Denver, Colorado office on November 3, 1997 to
Meridian Oil, Inc.. P. O. Box 4289, Farmington, NM 87499, the only affected offset operator,
pursuant to Rule 111; and that to the best of his knowledge and belief this party is the only
owner/operator to whom notice of such Application is required to be given in accordance with
the provisions of the Rules and Regulations of the Oil and Gas Conservation Commission of the

State of New Mexico.
%’Zﬂ/ ﬂ /

/Kevin E. O'Confrell

Subscribed and sworn to before me this 3" day of November, 1997.

My Commission Expires
April 19, 2001

KE097.079



