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Hallwood Energy Companies

4582 South Ulster Strest Parkway + Stanford Place I » Suits 1700 - Post Office Box 378111
Denver, Colorado 80237 + (303) 850-7373

January 9, 1997 ' CERTIFIED MAIL NO, P 324 481 644

Mr. William J. LeMay - Director
State of New Mexico

01l Conservation Division

2040 S. Pacheco

Santa Fe, New Mexico 87504-2088

RE: Non-Standard Spacing Unit
Steward Com #1
SE SE Section 28=T32N~-R13W
(790’ FSL x 790’ FEL)
San Juan County, New Mexico ~

Dear Mr. LeMay:

Hallwood Petroleum Inc. is in receipt of notification of the
proposed non-standard spacing unit well in the Basin Fruitland
Coal Gas Field. Hallwood Petroleum Inc. is an offset operator
with twenty two (22) Basin Fruitland Coal wells within four (4)
miles of the proposed well. We are not opposing the non-standard
location for this well, as Hallwood has also benefitted from two
similar non-standard wells.

Hallwood is concerned about an issue directly related to this
well and other potential new wells to ba drilled in the vicinity
of our developed acreage and wanted to address that with the 0i1l
Conservation Division. The issue is - shallow Fruitland Coal Gas
well development and gas seeps. As you or members of your staff
are aware, the issue of shallow gas seeps adjacent to or in close
proximity to coal gas well development is very controversial
directly North in LaPlata County, Colorado.

As previously mentjoned, Hallwood Petroleum Inc. currently
operates 22 Fruitland Coal Gas wells in the immediate vicinity of
the proposed Steward Com #1 well. All of Hallwood’s wells are
between a subsea depth of +4000 to +3700 and a measured depth of
1850’ to 2070’ (perforations). Hallwood’s cumulative gas
production since 1990 is 21 BCF and 1.10 MMBW. To our
knowledge and to date, there have been no occurrences of any gas
seeps in the immediate area of our wells. Hallwood would like
this information to be entered in the record because we are
concerned that shallower Fruitland Coal wells, coupled with large
hydraulic fracturing or a wellbore that intersects extensive
natural fracturing, could increase the potential for a gas seep.
Additionally, as an offset operator we are concerned about new
well development in close proximity to the Fruitland Coal
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outcrop. Hallwood’s closest well to the outcrop is approximately
1.2% mile away, while the Steward Com #1 location and other
operator’s producing wells are 0.75 mile (or less).

The information supplied by Walsh Engineering (Exhibit #1)
suggests the Steward Com #1 will penetrate the coal at +3900’, or
a measured depth of approximately 2083/, Based on Hallwood'’s
data for the area we believe the Basal Fruitland Coal will be
penetrated at +4950’ subsea, and thus a measured depth of
approximately 1033’, We have also been approached by another
company about a similar "non-standard" well location under
consideration in the SE SE of section 22-T32N-R13W. At this
location we project the Basal Fruitland coal would be encountered
at +5125’, or only an estimated 775’ measured depth.

To summarize Hallwood’s position and purpose of this letter, we
are not objecting to the Steward Com #1 well location, as each
mineral owner is entitled to developing their own lease within
the established rules of the State. In addition, Hallwood is not
atterpting to raise unnecessary concerns or fears about gas seeps
in this area, but simply wishes to make note to the 0il
Conservation Division that up until this point there has been no
record of, or occurrence of any gas seeps in the vicinity of
Hallwood operated wells in Township 31 and 32 North, Range 12
West of San Juan County, New Mexico

Thank you for your interest and attention to this matter. Please
contact me at (303) 850-7373 should you have any additional
guestions.

Sincerely,
HALLWOOD PETR?LEUM, INGC.
Xéﬂbﬂf&

Kevin E. 0/Cgnnell
Drilling and Production Manager

KEO
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cc: John Genziano
Betty Dieter
Bruce Bowman

New Mexico-0OCD

1000 Rio Brazos PRoad
Aztec, New Mexico 87410
ATTN:Ernie Busch

Walsh Engineering & Production Corp.
7415 East Main

Farmington, New Mexico 87402

KEO097.001



