STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

GARREY CARRUTHERS POST OFFICE BOX 2088
GOVERNOR STATE LAND OFFICE BUILDING
SANTA FE. NEW MEXICO 87504

(508) 827-5800

October 26, 1990

Maralex Resources, Inc.

518 17th Street -
Suite 1030 2 ,'0/77
Denver, CO 80202 ( coaks

Attention: A.M. O’Hare

RE:  Application for an unorthodox coal gas well location; Hammond
W.N. Federal Well No. 11, 205’ FNL - 130’ FEL (Unit A) Section
34, Township 27 North, Range 8 West, NMPM, Basin-Fruitland
Coal Gas Pool, San Juan County, New Mexico.

Dear Mr. O’Hare:
Due to the extreme nature of the subject location, the Division cannot process this
application administratively. Therefore, this matter will be set for hearing before a Division

Examiner on the next available docket, which is scheduled for November 28, 1990.

Please provide adequate notice for such applications prior to the hearing as required by
Division General Rule 1207.

Sincerely,

Michael E. Stogner
Chief Hearing Officer

MES/ag

cc: Oil Conservation Division - Aztec
US Bureau of Land Management - Farmington
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November 27, 1990

500 MARQUETTE N.W., SUITE 800
ALBUQUERQUE, NEW MEXICO 87!02-2l2l
(505) 768-1S00
FAX {508) 768-1529

VIA HAND DELIVERY

William J. LeMay, Director

Energy, Minerals and Natural :; ¢
Rescurces Department

0il Conservation Division =

State Land Office Building

Santa Fe, New Mexico 87503

Re: Case No. 10175 - Maralex Resources, Inc.
Dear Mr. LeMay:

On behalf of Maralex Resources, Inc., I respectfully request
a continuance of the hearing concerning the application of Maralex
Resources, Inc. for an unorthodox well location in San Juan County,
New Mexico, to the next examiner hearing scheduled for December 19,
1990.

Thank you for your attention to this matter.
Sincerely,

@Juw. 1o -

Owen M. Lopez
OML: frs

c: Maralex Resources, Inc.
Mickey O'Hare




BRUCE KING
GOVERANOR

STATE OF NEW MEXICO

ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OlL CONSERVATION DIVISION

January 24 ’ 1991 POST OFFICE BOX 2088
STATE LAND OFFICE BUILDING
SANTA FE, NEW MEXICO 87504
(5051 827-5800
MF. James Bruce Re: CASE NO. 10175
Hinkle, Cox, Eaton, ORDER NO. R-9415
Coffield & Hensley

Attorneys at Law Applicant:

500 Marquette, N.W., Suite 800

Albuquerque, New Mexico 87102-2121

Dear Sir:

Maralex Resources, Inc.

Enclosed herewith are two copies of the above-referenced
Division order recently entered in the subject case.

Sincerely,

} /Q,(:Wu\ /\X@WD\J

FLORENE DAVIDSON
OC staff Specialist

Copy of order also sent to:

Hobbs OCD
Artesia OCD
Aztec QCD

bo b P4

Other




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

IN THE MATTER OF:

APPLICATION OF MARALEX RESOURCES,
INC. FOR AN UNORTHODOX COAL AND
GAS WELL LOCATION, SAN JUAN
COUNTY, NEW MEXTICO.

CASE NO. 10175

P e i I ST N

REPORTER'S TRANSCRIPT OF PROCEEDINGS
EXAMINER HEARING
BEFORE: DAVID R. CATANACH, Hearing Examiner
January 10, 1991

2:05 p.m.
Santa Fe, New Mexico

This matter came on for hearing before the 0il
Conservation Division on January 10, 1991, at 2:05 p.m. at 0il
Conservation Division Conference Room, State Land Office
Building, 310 014 Santa Fe Trail, Santa Fe, New Mexico, before
Deborah F. LaVine, RPR, Certified Court Reporter No. 252, in

and for the County of Santa Fe, State of New Mexico.

FOR : OIL CONSERVATION BY: DEBORAH F. LAVINE, RPR
DIVISION Certified Court Reporter
CCR No. 252

HUNNICUTT REPORTING
1660 OLD PECOS TRAIL, SUITE F
SANTA FE, NEW MEXICO 87501 (505) 982-9770
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January 10, 1991
Examiner Hearing
Case No. 10175

APPEARANCES

APPLICANT'S WITNESSES:

ALEXIS MICHAEL O'HARE
Direct Examination by Mr. Bruce
Examination by Examiner Catanach
Examination by Mr. Stovall

APPLICANT'S EXHIBITS:

Uk W

HUNNICUTT REPORTING

DEBORAH F. LAVINE, CCR, RPR
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APPEARANCES

BEFORE: DAVID R. CATANACH, Hearing Examiner

FOR THE DIVISION: ROBERT G. STOVALL, ESQ.
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FOR THE APPLICANT:

General Counsel

0il Conservation Commission
State Land Office Building
310 01d Santa Fe Trail
Santa Fe, New Mexico 87501

HINKLE, COX, EATON, COFFIELD & HENSLEY

Attorneys at Law

BY: JAMES G. BRUCE, ESQ.

500 Marguette, Northwest
Suite 800

Albuguerque, New Mexico 87102

HUNNICUTT REPORTING
DEBORAH

F. LAVINE, CCR, RPR
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EXAMINER CATANACH: At this time, we'll call case 10175.

MR. STOVALL: Application of Maralex Resources, Inc. for
an unorthodox coal gas well location, San Juan County, New
Mexico.

EXAMINER CATANACH: Are there appearances in this case?

MR. BRUCE: Mr. Examiner, my name is Jim Bruce from the
Hinkle law firm in Albuguergque representing the applicant. I
have one witness to be sworn.

EXAMINER CATANACH: Any other appearances? Will the
witness please stand to be sworn in.

(Witness sworn.)

ALEXIS MICHAEL O'HARE
the Witness herein, having been first duly sworn, was examined
and testified as follows:
DIRECT EXAMINATION

BY MR. BRUCE:

0. Would you please state your full name and city of
residence.
A. My full name is Alexis Michael O'Hare. I reside in

Denver, Colorado.

Q. And what 1s your occupation, and who is your
employer?
A. I'm a petroleum engineer, and I'm employed by

Maralex Resources.

Q. What is your position with Maralex?

HUNNICUTT REPORTING
DEBORAH F. LAVINE, CCR, RPR




10

11

i2

13

14

15

16

18

19

20

21

22

23

24

25

A. I'm president.

Q. Have you previously testified before the OCD as an
engineer?

A. Yes, I have.

Q. And your credentials were accepted as a matter of
record?

A. Yes, they were.

Q. And are you responsible for Maralex' well location

applications?

Al Yes, I am.
Q. And are you familiar with this case?
A. Yes.

MR. BRUCE: Mr. Examiner, is the witness acceptable?

EXAMINER CATANACH: He is.

Q. {(By Mr. Bruce:) Briefly, Mr. O'Hare, what does
Maralex seek in this case?

A, We seek an unorthocdox coal gas well location in
Section 34, Township 27 North, Range 8 West to test the
Basin-Fruitland coal pool.

Q. Now this application was originally a reguest for
administrative approval of an unorthodox location, was it not?

A. That is correct.

(Applicant's Exhibit No. 1 was
marked for identification.)
Q. And is Exhibit Number 1 a copy of your letter of

HUNNICUTT REPORTING
DEBORAH F. LAVINE, CCR, RPR
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application?
A. Yes, it is.
{Applicant's Exhibit No. 2 was
marked for identification.)
0. Now this location, referring to Exhibit Number 2,

would you identify the location.

A. The location is 205 feet from the north line and
130 feet from the east line of Section 34 with a stand-up
proration unit, 320 acre.

Q. Now does this plat also indicate the offset

operators?

A. Yes, it does.

Q. Would you please identify them for the record.

A. Maralex owns both the tracts to the north and the
northeast. AaAnd Great Lakes Chemical owns the tract directly

to the east of the proposed location.
Q. Were the offsets notified of this hearing?
A. Yes, they were.
(Applicant's Exhibit No. 3 was

marked for identification.)

Q. And 1s Exhibit Number 3 a copy of your notification
letter?

A. Yes, it is.

Q. And the certified return receipts are also

attached, are they not?

HUNNICUTT REPORTING
DEBORAH F. LAVINE, CCR, RPR




1z

13

14

i5

16

17

18

19

20

21

22

23

24

25

A. That 1s correct.
Q. What is the rezson Maralex seeks this location?
A. Purely topographic.

(Applicant's Exhibit No. 4 was
marked for identification.)

Q. And would you refer to Exhibit Number 4 and expound
upon that in a little more detail.

A. The location 1s currently staked on top of Blanco
Mesa in the extreme northeast corner of the section.
Virtually all of the northeast quarter of Section 34 is cliff
sites or canyon walls, and we could not find any other
suitable location.

Q. There appears to be a canyon running down there.
Was that a suitable loccation? And if not, why not?

A. There's one well located in the bottom of that
canyon right alongside an intermittent wash. But there was
not suitable room on that locaticon for another well. There
are boulders surrounding that location and very steep canyon
walls.

0. In your opinion, can this well be economically
drilled directionally to a standard bottom hole location?-

A. No, it cannot.

Q. Would there also be any problems or some problems
anyway due to the angle and the distance of the directional
drilling?

HUNNICUTT REPORTING
DEBORAH F. LAVINE, CCR, RPR
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A. Yes, there would be. The canyon is about 800 to
1,000 feet in depth there. We would have to start our kickoff
point after we reached the bottom of the canyon since we would
be heading back in a direction towards the cliff wall. We
would have to drill a minimum of 882 feet of horizontal
displacement to get to a legal location 790 feet offset from

both section lines, which would require very steep or high

angles.
Q. Were Exhibits 1 and 3 prepared by you?
A. Yes, they were.
Q. And could you tell me about Exhibits 2 and 4, who

they were prepared by.

A, Exhibits 2 and 4 were prepared by Arco 0il & Gas
immediately prior to our acquisition of these leases from
Arco. And they have since been revised by myself.

Q. And in your opinion, is the granting of this
application in the interests of conservation and the
prevention of waste?

A. Yes, it is.

MR. BRUCE: Mr. Examiner, I move the admission of
Exhibits 1 through 4.

EXAMINER CATANACH: Exhibits 1 through 4 will be admitted
as evidence.

(Applicant's Exhibits Nos. 1 through 4
admitted into evidence.)

HUNNICUTT REPORTING
DEBORAH F. LAVINE, CCR, RPR
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EXAMINATION
BY EXAMINER CATANACH:

0. Mr. O'Hare, I see where Maralex and Great Lakes
Chemical have offset acreage. Where do Ibex and Meridian 0il
have their offset acreage?

A. Meridian is the owner of the west half of Section
34. 1Ibex owns the southwest quarter of Section 27 to the
northwest of the location.

o. What about Western 01l Producers?

A. Western Oil & Minerals did own the east half of
Section 27, but we have since purchased their interest.

0. The well that you said was at the bottom of

Cottonwood Canyon -—-

A. Right.
0. -—- what is that, a Dakota or Mesa Verde well?
A. I believe that's a Mesa Verde well, but I have not

verified that through the state records.

Q. That's not a well that Maralex operates?

A. No, it is not. We have that well shown in the
northeast quarter of Section 34 at the base of Cottonwood

Canyon labeled as a Picture Cliffs well on Exhibit Number 2.

EXAMINATION
BY MR. STOVALL:
Q. Mr. O'Hare, I'm trying to make sure I'm looking at
the right lines on your Exhibit Number 4. There appears to me

HUNNICUTT REPORTING
DEBCRAH F. LAVINE, CCR, RPR
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to be a grid pattern which would be the sections or quarter
sections on that. And we're looking at a photocopy, so it
makes it a little more difficult to understand.
Starting out, the dot marked with the arrow is your
roposed location; is that correct?
a. That is correct.
Q. Now there's roughly an east/west line that's kind

of at an angle there and then a north/scuth line that's right

there. Is that the section line?
A. Yes, it is.
Q. Those are the section lines?
A. Right. I've got the original topo map that that

was copied off of if you'd like to see it.

0. It might be helpful to look at it and have it
marked. Now you're on top of the mesa there; is that right?

A. That's right.

Q. That way we'll just try and keep the record clean
so -- you've indicated to us, let's see, Section 34, I've
identified -- okay. I can relate that now to the photocopy.
I can see the section lines. That helps.

So as you go to the south and west from your
location, actually going to go towards a legal location, is
that moving downslope?

A. Yes, it is.
Q. So what you're saying is, In order to attempt a

HUNNICUTT REPORTING
DEBORAH F. LAVINE, CCR, RPR
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directional well, you've got to get down below the bottom of
the canyon —--—

A. Right.

Q. ~-— before you can even start kicking out.
Otherwise, you'll come out the side of the cliff; is that what
you're saying?

A. That's correct.

MR. STOVALL: I don't have anymore questions.

Q. {By Examiner Catanach:) Let's see. Do you know who
owns that well, that Picture Cliffs well in Section 347

A, I believe that is still owned by Arco 0il & Gas.

Q. Did you obtain the farmout rights just for the coal
in this area?

A. We purchased the lease from the base of the
Fruitland cocal back to the surface.

Q. Drilling from the existing Picture Cliffs well, you
said that was not feasible either?

A. No, that is a very small location, and we don't see
any way that we can get a new location on it. The other thing
I'd like to point out is that the coals in this area are
thinning and are not anywhere near as productive as they are
in the northern parts of the San Juan Basin. And so our
economics are very tight as it is for the low costs that we
have projected for the proposed location.

Q. BHas Maralex actually drilled a well in this area?

HUNNICUTT REPORTING
DEBORAH F. LAVINE, CCR, RPR
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A. Yeah. We've just drilled a well in the northeast

quarter of Section 35 and are in the process of completing it

now. But we only encountered 19 feet of coal in six different
benches. That's an average of three feet per bench.
Q. You have no testing information on that well yet?
A. No. We plan on tracking that tomorrow.
Q. How much additional cost would be incurred to

directionally drill it?

A, My preliminary estimate is approximately $90,000 to
directionally drill it from our proposed location.

Q. What's the cost estimate for a vertical well?

A. It's 260 -- Our AFE cost is $262,700, a completed
well, and that includes the pipeline hookup.

Q. Mr. O'Hare, in Section 26 in the southwest, is

there a Fruitland well in that?

A. Yes. We just drilled a Fruitland well there.
Q. Where is that well located?
A. It was also an unorthodox location, but I don't

have the exact footage in front of me. It was in the
southwest quarter.
0. Which direction did it go to become unorthodox? I

p4

don't need an exact footage, but if you could --

A. It was from the south line.
0. It was too close to the south line?
A. That is correct.

HUNNICUTT REPORTING
DEBORAH F. LAVINE, CCR, RPR
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0. Anéd is it in the east half or the west half of that
gquarter section? Do you Xnow?

A. I believe it's in the east half.

0. So it would be probably at least 79C from -- excuse
me that's whatever, 26 and --

A. 1320.

Q. 1320, yeah. Orthodox from the east line of the

proration unit?

A. Right.

Q. But encroaching on the south line of that proration
unit?

A. That is correct, to the best of my recollection.

Q. (By Examiner Catanach:) Who owns the proposed

surface location?

A. Bureau of Land Management.
0. Have they approved that location?
A. They are waiting on the unorthodox location

application to be approved, but they say the permit is ready
to go out as soon as they receive notice from the NMOCD that
it is approved.

EXAMINER CATANACH: I have nothing further. The witness
may be excused. Anything further?

MR. STOVALL: Mr. O'Hare, would you object tc me and Mr.
Bruce going ahead and marking the original topo and putting
that in? 1It's 3just easier to read and identify it for -- and

HUNNICUTT REPORTING
DEBORAH F. LAVINE, CCR, RPR
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then what I would do is --

(A discussion was held off the record.)

MR. STOVALL: Then I'd ask Mr. O'Hare, recognizing that
he's doing so, just so we understand to use my red pen again
and mark the approximate location of the proposed well so it's
on there.

(Appiicant's Exhibit No. 5 was
marked for identification.)

MR. BRUCE: On Maralex Exhibit 57?

MR. STOVALL: Maralex Exhibit 5.

THE WITNESS: (Complies.)

EXAMINER CATANACH: And Exhibit 5 will be admitted as
evidence in this case.

(Applicant's Exhibit No. 5 was
admitted into evidence.)

EXAMINER CATANACH: There being nothing further, case
number 10175 will be taken under advisement.

{The foregoing hearing was adjourned at the approximate

hour of 2:20 p.m.)

g S yvgew, YT L
heard b,-'“ 0"-——¢i"*L“ﬂL

'}uﬂc{ Z /!"«»w[r , Examinet

Qoil Conservation Division

HUNNICUTT REPORTING
DEBRORAH F. LAVINE, CCR, RPR
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STATE OF NEW MEXICO )
) sSSs.
COUNTY OF SANTA FE )

REPORTER'S CERTIFICATE

I, DEBORAH F. LAVINE, RPR, a Certified Court
Reporter and Notary Public, DO HEREBY CERTIFY that I
stenographically reported these proceedings before the 0il
Conservation Division; and that the foregoing is a true,
complete and accurate transcript of the proceedings of said
hearing as appears from my stenographic notes so taken and
transcribed under my personal supervision.

I FURTHER CERTIFY that I am not related to nor
employed by any of the parties hereto and have no interest in
the outcome hereof.

DATED at Santa Fe, New Mexico, this 11th of

February, 1991.

QQ boe LA L

DEBORAH F. LAVINE, RPR
My Commission Expires: Certified Court Reporter
August 6th, 1993 CCR No. 252, Notary Public

HUNNICUTT REPORTING
DEBORAH F. LAVINE, CCR, RPR




ARALEX

Resources, Inc.

oan 518 17th St., Suite 1030
' Denver, Colorado 80202
October 5, 1990 (303) 571-4220

State of New Mexico

Energy, Minerals and Natural Resources Dept.
0il Conservation Division

P. O. Box 2088

Santa Fe, New Mexico 87504

Attn: William J. Lemay

Re: Unorthodox Location
Hammond W.N. Federal No. 11
NE Sec. 34, 127N, R8W
San Juan County, NM

Gentlemen:

Maralex Resources, Inc. (Maralex) hereby submits the
following application 1in triplicate <for an unorthodox
location for the subject well. ARCO 0il and Gas has
previously submitted a permit application (see Attachment No.
1) for the subject well with the Bureau of Land Management.

The proposed well is located 205' from the north 1line
and 130' from the east line of Section 34. Attachment No. 2
is a completed C-102. A suitable location for the well could
not bé found in the northeast quarter of Section 34 due to
the topography. Directional drilling of the well 1is not
feasible due to the shallow total depth and the distance from
a legal location to the surface location required due to the
above mentioned cause.

Topographic obstructions, as shown on Attachment No. 3
include the steep terrain and cliffs leading from Blanco Mesa
into Largo Canyon. Although there is one existing well
within the orthodox location window, there is not sufficient
room on the existing pad for another drilling location. '

Attachment No. 4 shows existing wells in the area and
all offset operators. To the best of our knowledge, the
information on this map is current and correct. None of the
offsetting wells are currently producing from the Basin
Fruitland Coal pool.

By copy of this letter sent through certified mail, the
offset operators are being notified of this application for
unorthodox location. They are-being requested to-.nmeturn. to

E b A T ki

i




the NMOCD an executed waiver of objections to the unorthodox
location that is provided at the end of this letter. Maralex
will submit to the NMOCD the return receipt cards signifying
receipt by the offset operators of this notification as soon
as they are returned to us.

By virtue of our purchase of ARCO's operating rights to
the Fruitland Formation in all of Township 27 North, Range 8
West, San Juan County, New Mexico, Maralex is now the
operator of the shallow rights designated under ARCO on
Attachment No. 4.

Please call me at (303) 571-4220 at your earliest
convenience if any additional information is required for
processing of this application.

Sincerely,

A. M. O'Hare, P.E.
President
Maralex Resources, Inc.

cc: Great Lakes Chemical, Certified
Western 0il & Minerals Ltd., Certified
Ibex Partnership, Certified
Meridian 0il Production, Co., Certified
Bureau of Land Management,
Farmington Resource Area

If you have no objection to the proposed unorthodox
location, please sign the waiver below and forward to
the NMOCD in the envelop provided.

WE HEREBY WAIVE OUR RIGHT TO OBJECT TO THE UNORTHODOX
LOCATION PROPOSED IN THIS APPLICATION BY MARALEX RESOURCES,
INC.

7 Company Name

BY:

Date:

Attachments




State of New Mexico

Submit 10 Appropnate . Form C-102
Distnct Uffice Energy, Minerais and Nawral Resources Department Revised 1-1-89
Suate Lease - 4 comes
Fee Lease - 3 copies
DISTRICT 1 OIL CONSERVATION DIVISION
P.O. Bux 1980, Hobbs, NM 83240 P.O. Box 2088
Santa Fe, New Mexico 87504-2088

DISTRICT I ‘
P.O. Drawer DD, Artesia, NM 88210
RISTRICT 0]
R R, e g7a10  WELL LOCATION AND ACREAGE DEDICATION PLAT

All Distances must be from the outer boundaries of the section
Operaior Tzase well No. ) ]
! ARCO 0Oil and GAs Company Hammond W.N, Federal 11 ’ '
iUnit Ledter Secuon Township Range County .
‘ A 34 27 North 8 West NMPM San Juan |
Actual Fooage Locauos of Well:
' 205 feet from the North line and 130 feet (rom the East line
Cround levet Eley.  «-- Producing Formation Pool Dedicated Acrcage:
! 6690 Fruitianme Basin-Fruitlamd (oat Gas 220 Acres

1. Outline the acreage dedicated 1o the subject well by colored pencil or hachute marks on the piat beiow.
2 If more thag one lease 1s dedicated W the weil, outline each and ideaufy the ownership thereof (both as to working interest and royaity).

3. If more than one lease of different ownershup 15 dedicated (0 the weil, have the wnterest of all owners been consolidated by commuaiuzation,
unilization, force-poolng, eic.?
T Yes ] No If apswer s "yes” type of consohidauon
If answer 15 "0 list the owners and tract descnipions which have acaaily beea consolidated. (Use reverse sade of
this (orm if neccessary.
No allowable wiil be assigned (o the weil unul ail inleresis have been consolidatad (by communitization, unitization, forced-pooling, or otherwise)
or unul a non-standard unit, elimisaung such wierest, has been approved by the Division.
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