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Docket No. WDWA-0802011-0079 

In the Matter of: 

Maralex Disposal , LLC 

Respondent 

) 
) 
) 
) 
) 
) 
) 
) 

RESPONDENT'S PRE-HEARING EXCHANGE 

Respondent, Maralex Disposal , LLC C'Maralex"), by and through its undersigned 

counsel , Wi lliam E. Zimsky. Abadie & Schill , P.C., submits its Pre-Hearing Exchange pursuant 

to 40 C.F.R. § 22.19 and Regional Presiding Office Elyana Sutin's Order dated December 28, 

2011. 

I . Dennis R. Reimers 
Engineering Manager 
Maralex Disposal, LLC 
77S Goddard A venue 
Ignacio, CO 81337 

A. WITNESSES 

Mr. Reimers is a petroleum engineer and is the Engineering Manager for Maralex. Mr. 

Reimers was responsible for the operation of the Ferguson # I Well since the time it became 

operational through August 2010 at which time Chri sti Reid took over the supervision of this 

well. 



Me Reimers will testify as a fact witness and as an expert witness at the hearing. Me 

Reimers will testify regarding his interactions and communications with Nathan Wiser of the 

EPA with respect to Mr. Wiser's field inspections of the Ferguson # 1 Well , including a field 

inspection conducted in 2009, the May 5, 2010 field inspection and the May 26. 2010 field 

inspection. 

Mr. Reimers will testify regarding his letter of July 6, 2010 (Complainant's Exhibit 11) 

that Maralex sent to Me Wiser in response to Mr. Wiser' s June 7, 2010 (Complainant' s Exhibit 

10) and the steps that Maralex took to obtain the approval of the EPA regarding the proposed 

testing set forth in Mr. Reimers' July 6, 2010 letter. 

Mr. Reimers will testify regarding his conversations with Sarah Roberts that occurred on 

May 3, 2011 that she summarized in Complainant 's Exhibit 16. Mr. Reimers will testify that he 

disagrees with Ms. Roberts summary of their conversations that occurred on that date and will 

testify as to the content of those conversations. 

Mr. Reimers will also testify about his interview on June 22, 2011 by two special agents 

with the EPA Criminal Investigation Division, Mark C. Goodwin, II and Tamara Solari, who 

came to his home unannounced at roughly 8:00 p.m. to interrogate him regarding the Annual 

Disposalllnjection Well Monitoring Report dated February 15, 2011. 

Mr. Reimers will also testify as an expert witness about the mechanical integrity tests 

conducted on December 14,2006 and November 29, 2011, as reflected in Respondent's Exhibits 

A and D, respectively. 

Mr. Reimers will also testify as an expen witness that during the time that he supervised 

the operation of the Ferguson # I Well , the well never lost mechanical integrity as that term is 
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defined in at 40 C.F.R. § 146.8. Mr. Reimers may use a wellhead diagram as a demonstrative 

exhibit to assist in his testimony. 

Mr. Reimers is qualified as an expert in this field as set forth in his resume that is 

attached hereto as Respondent's Exhibit F. 

2. Christi Reid 
Engineer 
Maralex Disposal, LLC 
775 Goddard A venue 
Ignacio, CO 81337 

Ms. Reid is a petroleum engineer for Maralex. 

Ms. Reid will testify as a fact witness and as an expert witness at the healing. Ms. Reid 

will testify that she took charge of the Ferguson # I well in August 2010. Ms. Reid will also 

testify about the April 13, 2011 field inspection conducted by Sarah Roberts . Ms. Reid will 

testify about her conversati on with Sarah Roberts on April 13,20 II during the field inspection in 

which Ms. Reid asked Ms. Roberts why the EPA had not responded to Maralex ' s proposed 

testing set forth in the July 6, 2010 letter (Complainant's Exhibit 11) from Mr. Reimers to either 

approve or object to the proposed testing. Ms. Reid will testify that Ms. Roberts infotmed Ms. 

Reid during that conversation that the EPA did not as a matter of practice approve any testing 

proposed by an operator and that she would confitm to Maralex in writing that the EPA did not 

approve such proposed testing. Ms. Reid will testify that Maralex never received any such 

written confirmation from Ms. Roberts or anyone at the EPA. 

Ms. Reid will testify as an expert witness regarding the workover and mechanical 

integrity testing that occurred in May 2011 that is reflected in Complainant's Exhib it 17 and in 
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Respondent's Exhibit B. She will also testify regarding the work over perfonned in May, June 

and July, 2011 and the mechanical integrity test that occurred on July 6, 2011 that is reflected in 

Respondent's Exhibit C. Ms. Reid may use a wellhead diagram as a demonstrative exhibit to 

assist in her testimony. 

Ms. Reid wil1 also testify as an expert that from the time she took over the operation of 

the Ferguson # I Well in August 2010, the well never lost mechanical integrity as that term is 

defined in at 40 C.F.R. § 146.8. 

Ms. Reid is qualified as an expert in this field as set forth in her resume that is allached 

hereto as Respondent ' s Exhibit G . 

3. A. M. O'Hare 
Managing Member 
Maralex Disposal , LLC 
775 Goddard Avenue 
Ignacio, CO 81337 

Mr. O'Hare is a petroleum engineer and the Managing Member of Maralex. 

Mr. O'Hare will be a fact witness and an expert witness at the hearing. Mr. O'Hare will 

testify as a fact witness about ownership of Mara lex Disposal, LLC, including its assets and 

liabilities and profitability and will discuss the Income Statements and Balance Sheets for 

December 31 , 2008; December 31, 2009; December 31,2010 as reflected in Respondent ' s 

Exhibit E. 

Mr. O'Hare wi ll testify as a fact witness about Maralex's response to the EPA' s 

communications regarding the annulus pressure readings for the Ferguson No. I Well and as an 

expert witness with respect to Maralex's efforts to discover the cause of those readings. 
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Mr. O'Hare will also testify as an expert regarding the mechanical integrity of the 

Ferguson # I Well and will explain the annulus pressure readings for that welL Mr. O'Hare wi ll 

also testify as an expert that the Ferguson # I Well never lost mechanical integrity as that tenn is 

defined in at 40 C.F.R. § 146.8. Mr. O'Hare may use a diagram of the wellhead as a 

demonstrative exhibit to assist in his testimony. 

Mr. O'Hare is qualified as an expert in this field as set forth in his resume that is attached 

hereto as Respondent 's Exhibit H. 

4. Doris K. Ney 
Production Technician 
Maralex Disposal, LLC 
775 Goddard Avenue 
Ignacio, CO 81337 

Ms. Ney is a Production Technician for Maralex. Ms. Ney will testify as a fact witness at 

the hearing. Ms. Ney will testify that she completed the Annual Disposal/Injection Well 

Monitoring Report dated February 15, 2011 (Complainant's Exhibit 12). Ms. Ney will testify 

that she reported the maximum PSIG for the casing annulus pressure as zero based upon the 

acceptance of the EPA of prior filings (2007 - 2009) of this form and the fact that this 

information was voluntary and not required. 

B. EXHIBITS 

In addition to the Exhibits identified by the Complainant, the Respondent identifies the 

following exhibits: 

A. Documents related to the work over and results of mechanical integrity test 

performed on the Ferguson # I WeB conducted on December 14, 2006. 
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B. Documents related to the rework and results of mechanical integrity test 

performed on the Ferguson # I Wel1 conducted on May 24, 2011 and related 

Completion-Workover-Daily Work Reports . 

C. Completion-Workover-Daily Work Reports dated May 25-27; June 29, July I, 5 

and 6 and results of mechanical integrity test for the Ferguson # I Well perfomled 

on July 6, 20 II. 

D. Documents related to the results of mechanical integrity test performed on the 

Ferguson # I Well conducted on November 29, 20 II . 

E. Maralex Disposal , LLC Income Statements and Balance Sheets for December 31, 

2008; December 31, 2009; December 31, 2010. 

F. Resume of Dennis Reimers. 

G. Resume of Christi Reid . 

H. Resume of A.M. O'Hare. 

Respondent ' s experts will use a diagram of the wellhead as a demonstrative exhibit. That 

diagram will be provided to Complainant's counsel in advance of the hearing. 

Respondent reserves the right to present additional exhibits as needed for impeachment 

and rebuttal. 

C. Location of the Prehearing Conference and the Hearing 

Respondent submits that the Prehearing Conference can be held by telephone. 

Respondent requests that the hearing be held in Durango, Colorado since all of the witnesses for 

the Respondent reside in La Plata County and the complained of actions allegedly took place in 

La Plata County, Colorado. 
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Dated this 28'" day of February, 2012. 

ABADIE & SCHILL, P 

Willi .msk (#25318) 
Auorne r MaraJex Di sposal, LLC 
1099 Main Avenue, Suite 3 15 
Durango, CO 81301 
Phone: (970) 385-4401 
Emai l: weZ@durangolaw.biz 

CERTIFICATE OF SERVICE 

r hereby certify that the original and one true copy of this RESPONDENT'S PRE
IJ.EARJNG EXCHANGE was sent on February 28, 2012 via overnight delivery, on February 
29, 2012 to the Regional Hearing Clerk, EPA Region 8, 1595 Wynkoop Street, Denver, 
Colorado, and that a true copy was sent via Cenified Mail; Return Receipt Requested to 
Complainant's counsel at the following address: 

James H. Eppers 
Senior Enforcement Attorney 
U.S. EPA - Region 8 
1595 Wynkoop Street, 
Denver, CO 80202 

. irnsky 
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MARALEX RESOURCES, INC. 
COMPLETION - WORKOVER - DAILY WORK REPORT 

LEASE: ~I? ~ ,....._ ..... 
FIELD: -' 

WELL NO.: I 
COUNTY: ~ 

DATE: eC. / y ) ".,,,,. 
STATE: Co 

CONTRACTOR(s): J3e/"J,;?J M il 5~'I'-' ( f 

WORK SUMMARY; 

8 1 ~ la f f'() 
I>- (t;, 

roN f.. 11 

r? e(Jfeu ;:?,.,y, Q Lt'", e. SPud 
~ (), 00 I tv , L /A '=< 

oFC ot.. {J 
L 

L I~ £F. 
~ 

1'/2. . t: T 

o .. ,., 
to 52~', J SOEN, 

DAILY COSTS: 
loeallon,Signs, Roads 

Rig ~e ~'i2-
Rental EqUpment 

Logging f Perforating 

Sllmulation 

1~I Testing 

C""",Ung 

Water & Hauling 

Completion Fluids 

Eng. & Supervision T_ 
ab, Scrapers, Reamers 
Msc. Cornpletic:xl ExD. 
Misc. SUppIiesIFittinIp 

KB: 
Tbg: 
Landed 
Perforations Top: 
Packer: 

'" -L 

, /P'-lO , 

'100 

PBTD 
8tm: 

.1. 
t'sL 

:3 (){). r 

Tubulars 

r 

Wellhead Equipmem 

Subsurface Prod. Eq. 

Subsurface Pump Rep. 

ArtrrlCal Utt Equipment 
S\Jd!;er Rods 

Tanks 

Pr~ssure Vessels 

Meters & FkM1ines 

Varves & Fittings 

MOlin & Engines 

Labor & Equipment 

Misc. Well EquipmMl 

0_ 
Total Oaily Cost 
Cumulative Cost 

Rods : 
API Pump Size: 
Pump MRI No 
Other Info. 

In: 

~~, 

II c .Ie 
-' ,..... ,';:'. 

Out: 

.. I 
r...r#-

Respondent's Exhibit A 





OMB NO. 2040~042 ApproVJ I E I 1213112011 xp .. , 

Ulllt.-l State. Environmental pro"~tlon Agon.,y 

& EPA 
Washington. DC 20460 

WELL REWORK RECORD 
Nam e and ... dd ..... 01 porml"" Name and ... dd .. u 01 Con.lra.,\or -
Mamlell Disposal. I.LC lTnple P 

8740 1 
P.O. BOll 338, Ignacio, CO S113? ~ - - I I ~~O Minion Ave., Farm~ngton. NM - -- , .. County - Pe rmit Number 

Loc .. e We ll and Outline Unll on Color.l5!o La Ploill. C0210 11·06908 
Secllon Plat _ 640 "'~ .. s -

Surface Location 0.,."lp1; On , -
1/4 01 ~W 1114 OI O W Sectlon 32 TOWMhlPtnn Ringe 9w 

: '" t/. of SW 11. of 

__ LL_L _LL_L Loca te Will In Iwo dlr..,!!ona Irom n ..... 1 lines 01 qUlrter se~!!on and drillin g unit 

I I I I I I Surface I ,-t-r-t - -t-r-t- LOCltio,Ar.l·4t. Inn (NIS) L Line of quarter sec!lon 
r __ LL_L __ LL_L 'lId~lt. lrom lElW) W Line 01 qUlrter •• .,Uon . 

III I I I I I I WELL ACTIVITY Tout D/lp_th. I!!'O" R_cworll_ TYPE OF PERMIT 

W 
, 

898(1' 71 lndlvldu" 
f-_LL_L _ _ LL_L .11 Brine Dllpllul 

n Enhln~ed Recove ry Totl' Oepth.!.<lter R.~ - ~"'rH I I I I I I ""l Hydrourbon Slo"go 
8986' Number of We lls _,_ f--t -r-t- -t-r-t-

r_LL_L r_LL_L 
Oa" Rewa..!!!. Comm.n~.-I 

Luu Name 05/]1120 11 Well Number 
I I I I I I 

Dafll Ferguson Injeclioll Det. Rework Compl •• .-I -I , - -~.~-

05124120 II -, I' - -
WELL CASING RECORD ·· BEFORE REWORK 

Cnlng Ceme nt PorlOnllion l ... cld 0. Fractu re 

Sill Depth S..,kl "~ From ,. Treatment Record 
- -

13-318~ 737' - "670 I 165/35 VPO i I , 
6S/3S VPO I I - -

1(1..3/4" 3568' lIO , -
,- 8986' 16SS -. SO/SO VI'O 7914' --' ,8842' , - ----

, I r 
I , I I 

WELL CASING RECORD _ AFTER REWORK (Indlc." Add/lions and Chengu Only) 

Casing C.ment p. rlo.ations Acid or Fr, elU" 

Siu Depth Sackl Type From " Treatm. nt R..,ord 

L l I [ ! -
I , J [ - [ - l - -

l_ -, l , - -I -
L- ! - r , , - -- - - -

- - -
, r I 

-, , 
I - I , , --. 

DESCRIBE REWORK OpER ... TIONS IN OET ... IL WIRE LINE LOGS, LIST EACH TYPE 

USE AODITION"'L SHEETS IF NECESS ... RY Log T~Pls Logged Inllr ... C. 

Repaired leak in tubin!::. PCTfonned MIT 0 11 5124111. Tested casin!!. 
- - - - ~ - -

pressure. Results as follows 8-35am 1050- Dsl:8-401049pSl.84S 
- -- -

1049 psi: 8 :50 103S psi: 8:55 103505;:9:00 f0 35 psi: 9:OS 103S pSi - -- -

Certification 

I Ur1lfy und .. Ih. penalty oll.w th'll h.ve po .. on.lly • •• mln.-l and 1m I.mllilr with th. Inlormatlon tubmllild In Ihll docum'nl and .11 
. tI.ehm'n" and Ihal. band on my Inquiry of 11'00 .. Indlvldu.l s Immedl.",y r"pon,lbl, lor obtaining Ihe Information, I blileve that Ihe 
Informatio n I, trut, accur,". ' nd comple". la m aware thelth. " are algnlllcant penalties for submltUnglalu Information. Including th e 
pOSllblllry of lin . and Imprison me nt. (Ref. 40 CFR 144.32\ 

Nam. and Om,I.1 Till' (Please Iyps or l!!"nI) 
'''f, ", ,\. A ,{), 1rI O! " $illned 

Chrisi l Reid, EnGineer i tvrlolA K 01., OS/2412011 ! 
.-

EPA Form 75;<0_12 1'1 ..... 12-08 

Respondent's Exhibit B 



Mechanical Integrity Test 
Casing or Annulus Pressure Mechanical Integrity Test 

u .s. EnVlf'Oll!llel'lt Protedion Aoe«:f 
u~ In)lldlon CooIrOl Pqram 

11911 18" 511_ Sl-"e 200 Denver, co 80202·2«<1e 

EPA Witness: _~N,-/A!!.-______ ---:-_-::-__ 

Test conducted by: Christi Reid . Maralex Disposa l 
Others present: A. M. O'Hare . Haralex Disposal 

Date: 5 / 24 12011 

Well Name: Dan Ferguson Injection Well Type: ER Status: AC TA UC 
Field: Ignacio Blanco/38300 
Location: NE/SW/SW/~c:~ T Jilii)/ S R_9 _E@Collnty:LaPlataState:Colorado 
Operator: Maralex Disposal . LLC 
LaSt MIT: I I Maximum AlIowQblc Pressure: 2 0 00 PS1G 

Is this a regularly scheduled test? ] Yes [ Xl No 

Initial test fo r penni!? Ves [xl No 

Test after well rework? [ xl Ves [ 1 No 

Well injecting during test? Ves [ xl No IrYes, rate: bpd 

Pre-teSt casing/tubing annulus pressure: psig 

MIT DATA TABLE Test #1 Test #2 Test #3 

TUBING PRESSURE 

Initial Pressure 0 psig Dsi. 

End of test pressure n Dsi. Dsi. 

(CASINt,;) TUBING ANNULUS PRESSURE 

o minutes 1050 psig Dsi. 

5 minutes 1O.Q Dsi. psi. 

10 minutes 1049 psig psig 

15 minutes 1035 Dsi. Dsi. 

20 minutes 1035 psig psig 

25 minutes 1035 Dsi. psig 

30 minutes 1035 Dsi. Dsi. 

minutes psig psig 

minutes psig psig 

Dsi. 

Dsi. 

psig 

Dsi. 

psig 

Dsi. 

psi. 

psig 

Dsi. 

Dsi. 

Dsi. 

RESULT I xl Pass ( ]Fail ( 1 Pass ( (Fail I I Pass ( (Fail 

Does the annulus pressure build back up after the test? [ ] Yes [xl No 

MECHANICAL INTEGRITY PRESSURE TEST 

1 



Additional comments for mechar, . integrity pressure test, such as volun. Jf fluid added to annulus and bled 
" ack at end of test, reason for failing test (cal h~ad leak, tubing leak, other), etc.: 

Signature of Witness: ~- d I ~ 
i 

OFFICE USE ONLY - COMPLIANCE FOLLOWUP 

Staff _______________ __ _ Date: __ -'-_--' 
Do you agree with the reported test results? [ J YES [ J NO 

If not. why? 
Possible violation identified? { ] YES J NO 

If YES, what 
If YES - followup initiated? [ ] YES 

[ J NO - why not7 

! ] Data Entry r J Compliance Staff I ] 2nd Data Entry [ ) Hardcopy Filing 

2 
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Mardlex Resources, [nco 
Completion- Workovcr- Daily Work HCI>ort 

,'I' 

Rill with redl'cssed senlasscmbly. Had 10 I'\If1 a type -F~ profile nippk in place oflhe WX nipple, bcaul"C the: old nipple was pilled and 
would not pressure test. RIH 20 stands.. checking every cOlilleClion and torquing up to - 1800 ft-Ibs. I'-test to ~ 1600 psi. Held ok. RU I 
whh 20 SlllIlds. rUlInd 1~ connection ill the middle of the 32nd stand, tighh::ned it up, P-teS! upto 1700 psi, fell olfto 1500 psi ill 10 
millS. P-up on SIring a sa-..md time, fell about I7U psi in 10 mins, mosllikely air. RlH with another 20 stands. P-Iesl to 1 liDO psi, fell 
about 180 psi in 10 millS. P-up on string 21 sccood time: to 1750 psi. fell only 12Q psi this time. Cllsing i~ loaded und we left the casing 
\'II!\'C open to the rii: pil. We did nol see any now from the casing, indicating JOlid tubinjl. RIH with another 20 st.,nds. roup to 1700 psi 
for a few minUIe5, then bleed offi' lind P-up to -1800 psi a 5CCOnd lime. Only fell about I IU psi in 10 mins, RIH with 20 ~Iands. Pup 10 
1800 psi for s lew minutes, bleed (lIT and r .up to 1'XlO psi. fell about 90 psi in 10 milt>;.. Ril l with rcmnming stands and pup jts, all 
lubing except for Ihe last joint, I' -test up to 1900 p.,i, 0II1y fel! 80 psi in I(). mins, Bleed olfand p·up tn 
2000 psi, fell 30 psi in 15 millS. No flow from casing during any ofthc pta~urc ICSts, tbg string looks sood. Move pipe and wellhead out 

of the way so that WI: can pull the top tbg plu, in the morning v,ith slid:line, Rig crew .... illlllke tubin: donut back. to town to be checked 
01.11 . They will {lIsa pick up new bolts for Ihe ..... ellhead. SDI:"N . 

VAIL\, COSTS , c"'" 
DrillingCOSI '","m '0 
~. Wdtl>ea<i &juil>mcm '" Rmlli Eqaipncm SubuftK'c Prod Equip '" l..ou"'s! f'o:of.ntinl ~ ...... p 1'lep&irJ '" S,lmulation "",Ikoal Lilll::qu,p '" 1nspec100n. Tesling Sucker Rods $0 
CmlCnli", ,~ .. '" W.tcr &: 11auI,,,, Prawn: V....xls '0 
eor"i>k1"'" Auicb ~kFlow~nes $1 ,500 

F.1II,"1.t. Supc,vi>ion VIMIA fitl' ''iI' '0 
TfI>f~inB Molen & E>>s"," '0 
Bo", Sl;:nj>el$, Rnmen Labor & !:quipmenl $500 $3,000 

M,,,,, Wctl Equ,p $750 

Mdo: Supplic$ FishinlTooh $0 

PPH:~C' Well Daily Cost: $4,206 
·Ochc:r: (;umuillth'c Cost: $27396 

WELL R 'C RD 
KEI l2fl GL lI.ods: 
lb 3· 112" 9.3/1- N-80 IIrd EtJE laslic cooted inside Al11Pum; 

Lllndw ViI 7894 n PSTD: Pump MRt No,: IN: 
Perfol1\uOIls: 79 14 ft - 8842 ft OIher Inro; 
Pllcker: 7" x 4" S8 Arrow Pckr W/L SCt retrievable 10\.: (n; 7869' 



M,aralex Resources, Inc. 
COlllpletion- Workover- D:lily Work Rc.o,wrt 

l.F.ASC: Darn Ferguso!\ Injectiun Well 
FIELD: Ignacio Blanco 
CONTRACTORS: Weatherrord. Triple 1'. Phoeni!l: 
WORK SUMMARY: 

WELL NO: II I 
COUNn': La I'lala 

D,\TE: 
STArE: 

Sl 1912011 
CO 

SUPERVISOR: eMR 

Safety meeting. Resume trippinG pipe. Almost t:\'Cl)' £O)lIlCClinn (execpt I) was extremely light. Rig erew had lu Ix:'.tl on tnc collars 
before using tongs 10 get pipe Ilpart. Took almost 6 hours to gcllilg out ofholc. Retrieved seal bore assembly. Break. oot profile nipple 
and seal ~ asscmh1y. Load in Welltherford hand's Ir\Jck to be redressed tonight allh", shop. Rubbers on seal bore assembly .. ere 
d:lm:lged.. but the metal itselfditl nUl show damage. Weatherford will I"C'dress lhe seals and insert the Phoenix plug inlhc profile nipple III 

the shop so we can pressure lest our tbg tomorruw. SDFN. 

DA ILY COSTS 
Dnu"'!!CGOI 

Rj~ 

R.IIlitl Etjuip"",,,. 

Losi:inSi Ptr1l:n!;~B 
Slun~ 

h.spo:atOll. l'~'nl 

Ccmcnrinl 

WalO.to lhuIinI; 
ec".,pltriMA~ 

£"If.t Sl1pn'/'_ 
Tru.;ttnll 

Bit!., ScrapoDo RWlMn 

M,,,,, Contpbn E~p 

MilC Sul'jlli.$ 

""'0 
·Othl:r: 

" 'LL R 
KIJ 12 nGL 

) ·1 12" 9J~ N-RO 8rd EUE hl5tic coated inside 
Landed ~ 7&94 ft PBTD: 
\'(rfOOllOn$: 7914 n· 8842 ft 
Packer: r x 4" SI:l Arrow ('ckr W/L set relrievabl( 10k :(i; 7"69' 

T"I»> ...... 
Wcltlltld Equipment 

S"biutr...,. \>rod Equ,p 

Sublu,fau Pump RepaiR 

""tor""all.J1I EQuip 
SlI<l", lWIl< 

l'."Q 

P,~V .. II 

Mam .t Flowlires 

var'oA:fittmp 
~.toF...pnc. 

t..obol .t Equ,pm..,l 

Mise Well Equ,p 

Fishing Tool, 

Well Daily COSt: 
Cumulative Cost: 

R 
RQds: 

AI'I Pump: 
I'll MRI1\o.: IN: 

Other Inro: 
OUT. 



Maralex Resources, Inc. 
CO nlple1ion. Workover- D:lily Work Report 

I , 

Ycstcrdny (5- L 7-11): MI Triple P ria 16 (opcrot.Or - Victor) 011 Iocill iOIl. SpOI .11 cquipllKnl with tnK:ks. includin& pump. pil. BOP. 

Today. Move 2 joinl'5 of new, COOled lbe on 1000tion with roustabout crew. &lfety ~ting, SICP" 50 psi. Open Ibg. no pressi.m:. NO 
ilUecliun line :md wellhead. BoIL~ on wdlhcad were: bad. tool:: about 2 hours to gel them off. NU BOP on wellhead with spool. Pull up on 
tbg String \.0 unseat ~I assembly downhole. Wcighl indicator was nor. reading c:orrcclly. but we figured out \hnl v .. c were pulling the 

elltire string weighl. Pull donut IUld Start TOOL-I with l -lIr N·80 Ibg, C()nnoctil1n~ 00 Ibg are incredibly light. Tong.~ hroke, had 10 SO. 
Sa:ure .... 1:ll, wi!! start agnin in morning. 

DAILY COSTS 

Perrunuions: 
rllC~er. 

UriI!J~IIC"'l ,,' 
Renlal Gjuiptnent 

Louinal Pclforllilll 

SlInmi:llion 

lnsp:crion. TCSlI"8 

C.mcnllllj 

W&IeI" It Ha""~11 

Comr*til:m Fluicb 

r:..p.t.~ision 

T"lC~il'll 

Bill, 5<:rapers. Relmm 

MIse CompLlI\&;p ("Ie _ •• '~~~~~~ M~Supphe. 

rachr 

"Oliler: 

12 f\ GL 
3-112~ 9.3* N-SO 8rd EIJE lastic coaled inside 
7894 ft "lITO: 
7914 n -8342 n 
7")( 4" S8 AITOW Pckr WIL SCI retrievable IO~ ((j: 71169' 

lubulars 

w.n~ Equlpmmt 

Subsurface Prod (quip 

S"bsulf_ P~III'Rel"'ir1 

"lTillclai un FAtUII' 

Sud«r Rods ,-
PI .... lIre Vessels 

Mn<r$1t f1o,.liD<:S 

VII_A Filtinp 

t.toosd!Enll"'"" 

L..abor k EqUlpmc:1lI 

MI8C wei &luip 

Fishil)g Toob 

Well DAily Cost: 
Cumulative Cost: 

11 
R .... s. 
APll'lIm : 
Pum MRJ No.: IN; 

OtMr Info: 

Too 

$500 

$5605 
$18.235 

ot]r: 

c,~ 

'" '" '" '" '" '" SO 

'" $1,500 

'" SO 
$2,000 

SO 
SO 



Maralex Resources, Inc. 
Co mpletion- Workover- Da ily Work Report 

I.E-AS!::: Dam Fcr(.!uson Iniect ion Well 
fiELD: Ignocio Bl3ltCO 
C'Ol\'TRACTORS: PhQCl1ix Services 
\vORK SUMMARY: 

WELL NO: #1 
COUNTY: La Plata 

DATE: ~1I2120 1 1 

STATE: CU 
SUPERV1 S0H: CMR 

RU slickline truck, tool string lind luhrimtor. lUH with 2.733" gause ring 10 top or lowest prolile nipple !It 7892 ft. RIH with 2."· XN 
plug and set in bottom proflle nippk at 7892 ft. RIH with 2" JOC equalizing rod and set in pillg. Blow down tbg. tbg lOS! all pressUI'C. 

Plug i~ holding fine. MO\'\.l QUI. 

DAILY COSTS 
T_ 

""'" Dr'-ll1"1 ec. $0 ,.",...,., 

Rig $0 WcilbClod Equipmenl 

Rom,1 Equi"mCl11 $0 Suh~u ,~ Prod Equip 

1.<W",'l'erforatina $4,500 $9,000 Sub!.urlllce Pump R"",,;,~ 

S"nwllli .... $0 M,flc:,11 Loll Equip 

~.Tosrin& $0 Sucm Rods 

C~ $0 TW. 

W<>In k Haul"" $0 ~cVosxl, 

O)nlplelion fluid, $0 Mel"', &: flowlines 

1:1\&1''' S",,",,"sion '280 $630 Vlllv« k Fini"p 

Tnocl.ma $0 !oiOlOn II. E~gl!"C$ 

Rill. ~"Jl<I", RaoI><<S '0 Llbor & EqUIpment 

M;5<O Cornphn F.xp (51 .. work) SO Me Well EquIP 

MISe SUPI'h ... SO Fjj~;"IlToob 

1'M~~r $0 Well Daily Cost: 
"Other; $0 Cumulative Cost: 

WE L RECQRJ) 
J2ftCL 
3·112" ';}.311 N·80 8rd BUE lastic cO:l.led inside 
7894 ft rom: 

l"erfO<llions: 7914 n. 8842 n 
Packer: ,- x 4" SB Anuw Pcb W IL SCI mrievablt 10k (ii) 7869' 

.... 
API Pum 
Pump MI~1 No.: IN: 

T,..Jo.v c... 
$0 
$0 
$0 
$0 
$0 
SO 
SO 
SO 

$1,500 
$0 
$0 

$1,500 
$0 
$0 

$4,780 
$12,G30 

OlJl": 



Maralcx Resources, Inc. 
Completion- Workovel"- Daily WOl"k Report 

I' rior 10 jf1l: With rousluooul crew. remove COf1(:TCIC blocks. fencing, (If!(! building from llround .... -ellhead and sct Otl· ,O the side:. RefTtO\.·( 
cbnn n!COrder 10 insull second pen Cur r.:wrding annular P. 

iru.1all chart rocorder wilh new pen. Hook up 2nd pen ~r 10 cas;u8- Tbg p ... 1600 psi. CSl P - 1500 psi. RU slld:line truel... 1001 
string and lubricator. RIH wilh 2.804w gauge ring 10 top of profile nipple at 7335 ft. Rill wiLh first part of plug to set 1l\ profile nipple. 
Sci plug. TooH. RIH with equlLli:t:inl: rod ond sel in plug. m.o ..... down csg and tbg. Tbg blew down w looked like plug was solid. After 
about 30 mins. csg P star1ed to bleedoffalso, indicating lenk in Ibgstring. With the injection pump, pressure up on the I"" 11,1 - 1900 psi. 
Hold pn:s~ure lind walch csg Md Ibi:. Tbg P bled oJT slowly, with a com::spunding risc in Ihe casing pressure. indic::Iling a leak: in the tbg 

Suing above: the plug. Wailunlil the pn:s:iUrt in the tbg bled DITto less than 1500 psi WId RU 10 retrieve plug. 
Retrieve pressure equaJiz ing rod on one run and relriev.:: plut: on nC1'1 run. HIId a hard time lntching on 10 the plug. ~'ound loIS o(block 

scalc on plug when we &0' it 10 surfocc. Took sample to have;1 analyzed. SDFN. 

DAILVCOSTS T"", ~m 

DnthniCOSI SO T~ 

" $0 WrJl~ Equipmc:r11 

Rclllll Equlpmeno SO so ..... ~ Pmd F..quip 

LoW"w Perform..,; $4,500 $4 ,500 ~ PumpRepairl 

Slimular"", $0 NI,li(.iaJ Lift E:q\llp 

11""",,11Of1., Te>lmg $0 Suck ... RO<b 

Crmenlin, $0 TII1~' 
Wacer A: llau~ng $0 Pre"!lUfe V0:5~'" 

ComplctiDn Fluidl $0 Me\en 4r. f1o.,.·!i1lH 

En .. '" SUpcl'Yis1Oll $350 $350 VllveI.t I'ictinlll 

""""' SO Malo" .t Encine:s 
Silt. Scnpett, Reamm $0 LaboI Ii. Equi~ .. 

M*Compltnb<p(llIe "'~) $0 Mise Wdl F..quop 

M~S"ppl," $0 FWunl Tool. 

I'l~h' SO Well Daily Cost: 
·Other: SO Cumulative COSt: 

W O RD 
KB 12 ft GL Rods: 
Tb J· llr 9.311' N-KO 8rd £Ue lastic COOled inside APll'um : 
Landed t<ll 7894 ft PBID: r,m MRINo.: IN: OlIT: 
I'l.Tfonuions: 7914 ft·8842 ft OdiC! Info: 
Pac),:cr: 7" l' 4ft SB Arrow Pckr WfL set retrievable 10k , 7869' 



Maralex Resoul'ces, Inc. 
COml)lction- Workovcr- DlIiI)' Work Report 

'11.' 

I ,n " 
Using winch linc on rig. RU ~Iiekline \\~th. hydrostatic bailer.Make 1st run to bail fill. Hit fi ll @l7878'on deplholllcler (opt..'rator says his 
dcpthol1lctcr is 011' uud re~lds low). Drop huiler on to fill rcpeatedly. TOOl I. Oot back some "ery thick. muddy "~It .... r and vcry lillie debris. 
Clumgc 10 a dri\"Cdowu bailer with a ball port und RIB. Make 2nd nln. Tugged tillut - 71:189 ft . ubout II n lower than before. We think we may 
hul'c broken through n bridge. TOO! I. re<.:oI"Crcd - (," of debris. mostly bits of nlbber and metal from seal assembly. Makll 3rd nlll. tagged fit 
s.'l.1m: depth. rceo\"cfL-d allother (\" ofdehris with larger pieces of metal and mbbcr. Muke 4th nlll. maybe made 1-2 fl ofholc 011 this nm. TOOH. 
rcculered "cr:-' lillic debris. ])ceidc to RII-! ~lnd (1)' to relrieve eqU3li~illg probe. Rl! I. tag (1iJ 7897 ft. pnlll:'d eqllaliL:ing probe. Rl! Ito get plug 
1.1Ibrieutor lenkins badly. couldn'tlat .... h plug. TOOl I und redress rubber:; on lubricntor. Hose on lubri<,;alor had hole in it. repl:lcc hose. RIll 
again. tcit like lie latched on to the plug. lOCH. didn ' t gct phlg. Empty rig pit with wute, tmek. Flow 80 bbls from tllbing into rig pi t in 311 

311eml'l l0 clean up ~lbo\'c the ping. RIB again. Lutclu::d 

on to plug and POOH Got s~cky at around 3000 ft. but thcll broke loose. Wire in plug (packer material). Secure well. R[J slickline. RD rig 
(lnd c1luipmcnt. 

1)A1LY COSTS 
Orilli"llCO!<t 

"~a 

f.:B 

'tblt 

L~n<.k:d (iii 

Perforations: 

R~ntal EqUlpm enl 

Logg"'i'P<'ffonol"'i 
StImulatIOn 

InspolCuon. Telling 

CemCMlI>i 

Waler & liauting 

Compleuon Ftuids 

E"8' &. Su~",i .. on 

Tru<king 

Bil.\. Sc",~rs. Reamers 
Mise Compltn Ii.~p 

Mise Supplie. 

PIle);., 
·Othcr: 

12ftGL 
3- 112" 93# N-80 Erd EUE plastic ~<J{llcd inside 

7880 fl I'IlTI): 

79 14 ft - 8842 ft 

Tubular. 

W.Il00.d r,q""rmenl 

Su,,"urfoce Prod Equip 

Sut-surfoce!'\lmp Rerllllrs 

Artifi<lal l.!f"t EqUIp 

Sucker Rods 

TM\;t 

Preosure V .... l. 

Melero &; Flowltnes 

\",1,," &; Fittings 

Mot<Jn & I'.ngln •• 

l.abor &; Equipment 

MlS< Well Equip 

Fiohlll3 Tools 

Well Doily Cost: 
CUlllulative Cost· 

WELL RECORD 
Rod!: 

AP! Pump: 

l'um MRINo.: IN: 

Other Info: 

Packer: 7" X 4" 58 Arrow Pckr W/L set retrievable 10k@ 7854' 

OUT: 

Respo ndent's Exhibit C 



Maralex Resources, Inc. 
Completion- Workovcr- Daily Work Report 

"" ) Well DAl ' /26/ 11 

"'I:~I : ." 
I •. in ., 

RU l3nsin Wireline tnlck (opcrotof - Pot I3nker). lind 0 hard time !:lenin!:! through the p.:lckcr and end of tubing, felt like we wcre pushing 
something. 1'0 was at 8!J31 it fOf wirelincTD. First COll ~f ofT bottom at 8908 n, Run temp survey to rD. RDMO wirelinc. 

Oi\ILYCOSTS ''''" ew" 

Onthng COiSI $0 Tubulan 
Rig $0 Well head Equlpmml 
Ronwt Equipmem $0 Subsurf"" . Prod EqUip 

LO!I8I1lj1I Pe,fornlllljl $5500 $5500 SubsurfllOc P\lrnp Rep.m. 
SlOmulallon $0 Anll'ici.l t.lfl r"luip 
lnspo:<:l!on. Testing $0 Such,Rods 

Ccmcnt ll1IJ $0 '""'" W~l'" & Hauling $0 Pressure V;, ... 1s 

Campl.hon Fluids $0 Met .... .I: Flow\o"." 
Engr .l: Supcrv"'<lrl $560 $560 Vo.lv •• & FII1.lng.1 
Trucki"t\ $0 Moton & F.II3II>tl 
n,u.. Scm~ I«ftmOl'l $0 Labor & !;qulpm.nt 
MI.c Com plin E.~p $0 MIS< WeU Equip 
Mi$C Supplies $0 Fi.tli"t\Toob 
Packer $0 Well Doily Cos t: 
· O ther. $0 Cutlluio tivc Cost: 

WELl. RECORD 

KB 12ftGL Rod!!: 
"[b~ 3-1/2" 9.3 .'1 N-80 8rd EUE pl a~tic coated inside API Pump: 
l.anded (ffl 7880 ft PBTl): Purn MRI No.: IN: OUT: 
Pcriorntions: 791 4 ft - 884 2 ft Other Info 
Packer. 7" X 4 " S8 Arrow Pckr W/L set retrievable 10k @ 7854' 
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~ 
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MARALEX RESOURCES, INC. 
COMPLETION· WORKOYER· DAILY WORK REPORT 

LEASE: UtJ..fO- f',;n-~"}.(V. ;;~',. WEll No.' I DATE, 11/2 . / 11 
FIELD: COUNTY; I",," (/JI"-t,.r STATE: /fiIQIL/i--ov 
CONTR.~CTOR(S) : / .)< I JtJJr/r,'1. .J) (t. f' SUPERVISOR: I ,h . :-< e ,..v'!" ' :' 

I( , ,,JJ WsI O('(DSr-~ ~\-t J 7,7... I".A.JJ <fY'. [56-/ 7'J3,!r 
,.., ..... , ... 4 To 0 ~ L .) "Y_r .jpW1 ........ S u-e.(-Jl.. . 
.... V,......, I'll.. /o !>o P~I.f/R,5S~. J IE>T IN hf jl.~.Oo'l.Or.n 

0"'> . d-."" i . J(, '" .~ r M oX: tV , ,... ,., I, -.k (.. ..... U~,~ 

I<I tu RPh,J',,-n.... ' 3 '2. " ,A6- ><'lln>. Q 9'iJ9:' 

CD... "'0 ""'~ "' '' ... -<.. 'oS LJ?, ktt""""" -h? S "t-
Iv"'" W. ',.,~ s. [',J(h.. ..J 'vv ~h 11", L 
b it rt:rl~ 5 . ... ~.t.VV\.~ Nj {t..1 ' :.fc. I ?"'V QA. "24 11 $ .... ".f... ............. 
~ . ...R I 7lA.f!-('J("'·.... O\J"C.~ b ...... 1'" ,v "..,.. . " ... ".'" ..,~ r 
cJC'i"'~ +, / ro.f'V'l..o-f.·;" , .M-~M . -<f'_ a.. , ~ (Co. ~,-L! ~ '(' ro 
C ", ....... ", f'. "" ... rr r.·IO" r' '''' ~'-f f).r yl n\.} . 

DA[L 't' CO~TS : 

KB 
Th, 

lo.x;:uUln. SL,n:i, Romd 

R,. 
Il~nl.ll EIjULpmenl 

lO!&lniVPcr(or:llm, 

Shml,dilllQ:I 

'lISj)CCIIQII. Tcltln~ 

C~m~nlm~ 

WlI<:r &. HI~hn: 

Complc!lon FlUIds 

(n~r &. SlIpcr.'I$ lon 

Trud;ln g 

1\11<. <;C11f'<" . R¢~!Tlf!~ 

\\1;;, (.'o)m~ltl\ E:\p 

\hs~. SUPllhn 

·Other. 

lZQCl. 

I"t.OO. 

'7S0 · 

Landed!iV rBTO: 
Pw'orotion5. To: Bottom: 

Plcker: 

Tub~l~ 

Wrllh uoJ Eq~!pmn't 

$ull$ll n'olC:c !'rod E""'II 
~blrlc: c PUfI'IP ~"p3.'rs 

AtliflClll lift EqUip 

'iuc'>cr ItOOI 

T~'" 
I'ressurc Vends 

Meiers &. Flowlines 

Vllvfs &. Fiu'nss 

Mctom &:. EngiRQ 

Llbor &. Eq~;pmen l 

~l l.c Well EQu.p 

"",,, ' 

Total Daily CO'lit 
Cumul.ltive Cost 

WELL RECORD 
Rods: 
API Pump Sile: 

Pump MRJ No.: rN : 
Other (ufo: 

OUT: 

03i1yWI Ic.Rpn.xI ~ Respondenl's Exhibit 0 

.---. _._. ~-------
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11/29/21311 Ie : 31 9705634116 MARALEX RESOURCES 

11 /28/2011 10 26 am RPT:2 Maralex Disposal, LLC 
Income Statement 

December 3' , 2008 

4001 
4002 
4003 
4500 
4550 
4560 

5400 

7120 
7266 
7326 
7860 
7900 
8270 
8570 
8571 
8872 
8886 

Descflption 

Income: 
Disposal Income-WI 
DISPOSAL INCOME·ROYALTY 
PROCESSED WATER INCOME 
Management Fee 
Engineering Charges 
SupervIsion 

Total Income 

Cost of Goods Sold 
Lease Operating Expense 

Total COGS 

Gross Profit 

Administrative Expenses: 

-- - -

Bank Charges 
Contributions (Non-Deductible) 
DepreciatJon . L & WE 
Insurance Rebilled 
tnterest Expense 
Miscellaneous 
Legal & ProfessIonal Fees 
Salaries Billed Out 
Mobile Phones Rebilted 
Vehicle E.xpenses Billed Out 

Total Administrative Expense 

Nellncome (Loss) 

Curr Period 

477,854.33 
5,136.25 
2,706.25 

36.426.24 
8,610.00 

720.00 

'-" --53"1 :453 07" 

153,587.68 

153,587.68 

377,865.39 

1,399.14 
20,000.00 

409 ,773 .68 
(1.511 .28) 
55.545.89 

10.00 
908 .75 

(9 ,724 .61 ) 
(631 .08) 

(9,770.28) 

466 ,000.21 

89.9 
1.0 
0 .5 
6 .9 
1.6 
0.1 

... . _---
100.0 

28.9 

28.9 

71.1 

0 .3 
3.8 

77.1 
(0.3) 
10.5 
0.0 
0 2 

(1.8) 
(0.1 ) 
(1.8 ) 

PAGE 02/13 

Year to Date 

477 ,854.33 
5,136.25 
2,706.25 

36,426.24 
8,61 0.00 

720.00 

531 ,453.07 

Page 1 

89.9 
1.0 
0.5 
6.9 
1.6 
0 .1 

100.0 

153,587.68 28 .9 

153,587.68 '2a~9 

1,399.1 4 
20,000.00 

409,773 .68 
(1,511.28) 
55,545.89 

10.00 
908.75 

(9,724.61 ) 
(631.08) 

(9,770.28) 

0.3 
3.8 

77. 1 
(0.3) 
10.5 

0.0 
0. 2 

(1.8) 
(0. 1 ) 
(1 .8) 

Respondent's Exhib it E 



11/'2912811 10:31 9705634116 

11/281201110·26 em RPT 2 

FERGUSON DISPOSAL WELL 
COI.II"IIV LA PLA fA SIIIII . CO 

Description 

Income: 
4001 Disposal lncome·WI 

Total Income 

Cost of Goods Sold 
540D Lease Operating Expense 

Total COGS 

Gross Profit 

Administrative Expenses: 
8571 Salaries Billed Out 

MARALEX RESOUPCES 

Maralex Disposal , LLC 
Income Statement 

December 31 , 2008 

Curt Period 

289,192.92 
-... ·-.289~i9'i92 

63,676.43 

8'i:6iB~43 ' 

..... __ ._ .. _ ... 
205 ,514.49 

(2,645.62) 

Total Administrative Expense (2,645.62) 

Net Income (Loss) $ 

PAGE 03/ 13 

E£\ 

100.0 

100' 0 

269 

2if9' 

7 1.1 

(1 0) 

(1.0) 

Year to Date 

289,192.92 
.... _" .. _ ... _ .. 

289,192.92 

63,678.43 

83,676.43 

205 ,514.49 

(2,645.62) 

(2,645.62) 

7f, ,!L L _ 206,360.11 

Page 1 

Pet 

100.0 

.- 100.0 

28.9 

'-2 8.9 

---71.1 

(1 0) 

'-(i~oj 

72.0 ,--



11 129/21H l Ie: 31 97656 34116 MARALEX RESOURCES 

11/28/2011 10'28 am RPT: 1 Maralex Disposal , LLC 
Ba lance Sheet 

December 31 , 2008 

1010 
1200 

1400 
1600 
1810 

ASSETS: .. _ ... .. _ ... 

Current Assets: 
Wells Fargo Checking 
Accounts Receivable 
Unbilled JIB 

Tota l Current Assets 

Fixed Assets: 
Leasehold Costs - Developed 
Lease & Well Equipment 
Accumulated DO & A 

Total Fixed Assets 

Other Assets : 

Total Other Asse ts 

Total Assets 

43 ,328.22 
227,411 .53 

21 ,500.96 

292.24071 

38.234.26 
1.888.805 .91 
(755,422.46) 

1,171 .617.71 

0.00 

... _._ .... 
L 1 .4.~3:~58.4? 

PAGE 134/13 

Page 



11/29/2El11 lEl : 31 970563 411 6 MARALEX RESOURCES 

1112812()111()'28 am RPT:1 Maralex Disposal. LLC 
Balance Sheet 

December 31 . 2008 

LIABiLITIES &'EQUIY-i .- .-- _.- " 

Current Liabilities: 
2010 Accounts Payable 

Revenue Payables 
2350 NM Compensating Tax Payable 
2900 Prepayments , Drlg/Comp 

Total Current Liabi lities 

Long Term liabilities: 
2905 Note Payable, ANB 
2906 Payable to MRI for Disp . Wells 

Total Long Term liabilities 

Total Liabilities 

Equity: 
3011 Capital Stock 
3945 Owners Distributions 
3949 Retained Earnings 
3950 Current Year Earnings 

Total Equity 

Total Liabilities & Equity 

PAGE 05/13 

Page 2 

179.099.01 
75,165.02 

167.52 
69 ,411 .04 

323,84259 

900 .00000 
295 ,301 .50 

1,19fiOTso 

1.51 9.144.09 

500.00 
(30,000 .00) 
62.349.15 

(88,134.82) 

(55.28567) 

~ .H§'i.}}84~' 



11/2912011 I B: 31 97B5E>3,n 1 E> MARALEX RESOURCES PAGE 06/13 

1112812011 10:27 am RPT:2 Maralex Disposal , LLC Page 
Income Statement 

December 31, 2009 

Acct Description Curr Period Pel Year to Date Pel 

Income: 
4001 Disposat Income-WI 588,02859 69,2 588,028.59 69,2 
4002 DISPOSAL INCOME,ROYAL TY 17,405,89 2,0 17,405,89 2,0 
4004 Property Rental Income 15,159.50 1.8 15,159,50 1,8 
4500 Management Fee 36,426,24 43 36,426,24 4,3 
4520 Gain on Sale of Assets 160,109,02 18,8 160,109,02 18,8 
4530 Mechanic Income 960,00 0,1 960,00 0,1 
4550 Engineering Charges 6,870,00 0,8 6,870,00 0,8 
4900 Interest Income 16,70 0,0 16,70 0,0 
4910 Miscellaneous Income 24, 883,13 2,9 24,883,13 2,9 

Total Income " 849:85907 " 00,'6 
._ .• . _. __ ._--_ .. -

849,859,07 100,0 

Cost of Goods Sold 
5400 Lease Operating Expense 144,713.75 17,0 144,713,75 17,0 

----- _. __ .. - ---
Tolal COGS 144,713,75 170 144,713,75 17,0 

._-_._ .. 
Gross Profit 705,145,32 " E ,o 705,145,32 83,0 

Administrative Expenses: 
7120 Bank Charges 5,903 ,20 0,7 5,90320 0,7 
7265 Charitable Contributions 15,000,00 1.8 15,000,00 1,8 
7326 Depreciation - L & WE 306,510,14 36,1 306,510,14 36,1 
7860 Insurance Rebilled (1,544,24) (0,2) (1,544,24) (0, 2) 
7900 Interest Expense 37,911 30 45 37,911 ,30 45 
8571 Salaries Bi lled Out (9,826.40) (1 2) (9,82640) (1,2) 
8872 Mobile Phones Rebilled (467,76) (0,1) (467,76) (0, 1) 
8886 Vehicle Expenses BiUed Out (11 ,347 ,96) (1 3) (1 1,34798) (1,3) 

--- , .. __ ...• , .... 
Total Administrative Expense 342,138,26 40,3 342,138,26 40,3 

... ------
Net Income (Loss) $ 363,007,,06 , ,1E t_. 363,007;.Qi ,~_4P 



11/29/2ell le:31 

11/28/2011 10'27 am RPT'2 

FERGUSON DISPOSAL WELL 
County 1-" PLATA Slate CO 

Acct Description 

Income' 
4001 Disposal Income-WI 

Total Income 

Cost of Goods Sold 
5400 Lease Operating Expense 

Total COGS 

Gross Profit 

Administrative Expenses: 
8571 Salaries Billed Out 

MARALEX RESOURCES 

Maralex Disposal, LLC 
Income Statement 

December 31 . 2009 

Curr Period 

272.32570 

272 :32570' 

44.007.53 
'. " --4'4-:1;0753 

228:3;'S'1'7 . 

(2.607.53) 
.. __ . 

Total Administrative Expense (2 ,60753) 

Net Income (loss) L . -i~]Jl.ri9, 

PAGE e7/13 

Page 

Pel Year to Date Ef.! 

1000 272.325.70 100.0 

100.0 272)25070 100.0 

162 44.007 .53 16.2 
._. __ .. ,_ .... 

1 6~2 ' 16.2 44,00753 

8i8' 2ili)i8~i'f 83.8 

(1 .0) (2.60753) (1.0) 

( 1.0) (2,607'53) --Ci 6) 

" 84' S 
_._ .. _--_ .. _. 

$ 230,925.70 84.8 .. ...--, .,... ..... ---.-..... .•... 



11/29/2e 11 10: 31 970563 41 16 MARALEX RESOURCES 

11/28/201110:29 am RPT'1 Maralex Disposal, LLC 
Balance Sheet 

December 31 , 2009 

1010 
1015 
1020 
1200 

1400 
1500 
1600 
1810 

1900 

ASSETS: . ... -.. _-

Current Assets: 
Wells Fargo Checking 
Bank of the West - Operating 
Bank of the West - Money Mkt 
Accounts Receivable 
Unbilled JIB 

Total Current Assets 

Fixed Assets: 
Leasehold Costs - Developed 
Centerpoint Land 
Lease & Well Equipment 
Accumulated DO & A 

Total Fixed Assets 

Other Assets: 
Deposits 

Total Other Assets 

Total Assets 

PAGE 08/13 

10,552.25 
(54 ,672.79) 
28,051 .31 

443.498.41 
3,819.55 

431,24873 

56,034.19 
625 ,195.88 

1,799,973 .09 
(995 ,941 .54) 

1,485,261 .62 

20,000.00 - ......... _. 
20,000.00 

Page 



11129121311 10 : 31 970563<l 11E:. MARAlE>< RESQUPCES 

11/281201110.29 am RPT' 1 Maralex Disposal, LLC 
Balance Sheet 

December 31 , 2009 

2010 

2340 
2350 
2900 

2906 
2907 
2910 

3011 
3945 
3949 
3950 

L1AS'ii.ITIES & EQUiTY .. _....... . .....••. .. -_ . . 

Current Liabilities : 
Accounts Payable 
Revenue Payables 
County Taxes Payable 
NM Compensatin9 Tax Payable 
Prepayments · Orlg/Comp 

Total CUrrent Liabilities 

Long Term Liabilities: 
Payable to MRI for Oisp . Wells 
Payable to Execu tive Escrow Co 
Note Payable· BOTW 

Total Long Term Liabilities 

Total Liabilities 

Equity: 
Capital Stock 
Owners Distributions 
Retained Earnings 
Current Year Earnings 

Total Equity 

Total Liabilities & Equity 

PAGE 09/13 

174.501 .97 
68,189.13 

1,295.89 
167.52 

(9,699.82) 

234,454 .69 

345 ,301 .50 
378 ,937.41 
675,000.00 

f 399,23891 

1,633,693 .60 

500 .00 
(30,000.00) 
(30,690.31 ) 
363,007.06 

302,8"16.75 

Page 2 



11 /291281 1 le : 31 9713563411 6 MARALEX RESOURCES 

11/2812011 10 ;27 am RPT 2 Maralex Disposal , LLC 
Income Statement 

December 31 , 2010 

4001 
4002 
4004 
4500 
4530 
4550 
4900 

Description 

Income: 
Disposal Income-WI 
DISPOSAL INCOME·ROYAL TY 
Property Rental Income 
Management Fee 
Mechanic Income 
Engineering Charges 
I nterest Income 

CurT Period 

421 ,153.58 
23,010.05 
28,348.30 
36,426.24 
8.955.50 

840.00 
109.82 

81.2 
4.4 
55 
7.0 
1.7 
0.2 
0.0 

PAGE 10/13 

Year to Dale 

421 ,153.58 
23,01005 
28,348.30 
36,426.24 
8.95550 

840.00 
109.82 

Page , 

81 2 
44 
5.5 
7.0 
1.7 
0.2 
0.0 

Total Income - - "- 518-:84349 100.0 ._-- 518,843 49 , 001) 

5400 

7120 
7265 
7326 
7860 
7900 
7901 
8270 
8570 
8571 
8872 
8874 
8886 

Cost of Goods Sold 
Lease Operating Expense 

Tolal COGS 

Gross Profit 

Administrative Expenses: 
Bank Charges 
Charitable Contri butions 
Depreciation - L & WE 
Insurance Rebilled 
Interest Expense 
PENALTY EXPENSE 
Miscellaneous 
Legal & Professional Fees 
Salaries Billed Out 
Mobile Phones Rebillcd 
Field/Mech . Supplies 
Vehicle Expenses SHied Out 

Tota l Administrative Expense 

Net Income (Loss) 

167.527.95 32.3 
---'· 167.527 .95 - 32:3 

··-- · ·3ih,315"54 .. 67.7 

6,052 14 
15,00000 

257,997 .88 
(970.83) 

30,694.60 
86.39 

3.106.37 
2.898 .95 

(13,35679) 
(531 .21 ) 

(40.00) 
(13 ,355.90) 

- ----287:581 .60 

1.2 
2 9 

49.7 
(0.2) 
5.9 
0 0 
0.6 
0.6 

(26) 
(0 1) 
(0.0) 
(2 .6) 

554 

167. 527 .95 32.3 

' ·167,527.95· -"'32:'3 

6,052.14 
15,000.00 

257. 997.88 
(970.83) 

30,694 .60 
86.39 

3,106.37 
2,898.95 

(13,356.79) 
(531 .21 ) 

(40.00) 
(1 3.355.90) 

-- 'zs7:5sTiio 

1.2 
29 

49.7 
(0.2) 
5.9 
0.0 
0.6 
06 

(2 6) 
(0.1 ) 
(0.0) 
(26) 

55.4 

12.3 - ..... ' ,. 



11/29/2011 10:31 970563<1116 

11128/2011 10:27 am RPT:2 

FERGUSON DISPOSAL WELL 
COUflty' L-' PLATA St.!e co 

Acct Description 

Income: 
4001 Disposal Income-WI 

Total Income 

Cost of Goods Sold 
5400 Lease Operating Expense 

Total COGS 

Gross Prom 

Administrative Expenses: 
8571 Salaries Billed Out 

MARALEX RESOURCES 

Maralex Disposal, LLC 
Income Statement 

December 31 , 2010 

Curr Period 

244,216,01 

244,21!i,O i 

51 ,954,38 

"""siO"ii'5'4:3e 

192,26f:i5'j" 

(3,062 87) 
._-- ... 

~ 

100,0 

100,0 

21 ,3 

2'13 

78,7 

(1 ,3) 

Total AdmInistratIVe Expense (3 ,062 ,87) (1 3) 

Net Income (Loss) $ 195,3~4~, _ ,sOD .............. 

PAGE 11/13 

Page 1 

Year to Date Pet 

244,216,01 100,0 

24{21601 100,0 

51,954,38 21.3 

51,954,38 --213 

. . __ ....... 
192,261 ,63 78,7 

(3,062,87) (1 3) 
, - -'-- (3.06287) (1 ~ :i j 

$" :: :::.i95,324,50 80,0 , ...... -



11/29/2011 10:31 970563<1116 MARALEX RESOUPCES 

11/28/201110:29 am RPT: 1 Maralex Disposal, LLC 
Balance Sheet 

December 31, 2010 

1010 
1015 
1020 
1200 

1400 
1500 
1600 
1810 

1900 

ASSETS; 

Current Assets: 
Wells Fargo Checking 
Bank of the West · Operating 
Bank of the West· Money Mkt 
Accounts Receivable 
Unbilled JIB 

Total Current Assets 

Fixed Assets: 
Leasehold Costs · Developed 
Centerpoint Land 
Lease & Well Equipment 
Accumulated DD & A 

Total Fixed Assets 

Other Assets: 
Deposits 

Total Other Assets 

Total Assets 

PAGE 12/13 

10,552 .25 
(19,641.82) 
77,406.43 

432,520.78 
17,529.70 

518,367 .34 

68,230.93 
625,195.88 

1.953.868.78 
(1.253,939.42) 

1,393,356 .17 

20,000.00 

20,000.00 

Page 



11 /29/281 1 10:31 MARALEX RESOJRCES 

111281201 1 10:29 am RPT: 1 Maralex Disposal , LLC 
Balance Sheet 

December 31 , 2010 

2010 

2340 
2350 
2900 

2906 
2907 
2910 

3011 
3945 
3949 
3950 

LlABitlTTES & EQUITY - - ------ _.- ... 

CUrrent liabilities: 
Accounts Payable 
Revenue Payables 
County Taxes Payable 
NM Compensating Tax Payable 
Prepayments - DrlglComp 

Total Current Liabilities 

Long Term liabilities: 
Payable to MRI for Disp . Wells 
Payable to Executive Escrow Co 
Nole Payable - BOTW 

Total Long Term liabili ties 

Total Liabil ities 

Equity: 
Capita l Stock 
Owners Distributions 
Retained Earnings 
Current Year Earnings 

Total EqUity 

Total Liabi lit ies & Equity 

189,131.45 
98 ,261.45 

1,295.89 
167.52 

(9,699.82) 

279 ,15EC49 

345,301 50 
339,467.86 
600,000.00 

1 :284, 76936' 

1,563,925.85 

500.00 
(30,000.00) 
333,563.72 

63,733.94 
_ ... -.•.. _--_ .... 
367,797 .66 

$ 1,931723 .51 
,,_ .... __ -,' .". ',. __ .• ,,"l __ .. ~ 

PAGE 13/ 1 3 

Page 2 



Dennis R. Reimers 

MaraJex Disposal, LLC 
775 Goddard Avenue 

Ignacio, CO 81337 

PROFESSIONAL EMPLOYMENT 
November, 1992 ENGINEERING MANAGER, MARALEX 

R FSOURCFS I NC" IGNACIO CO, 
Superviscd thc drilling and complction of 
+ 100 wells in the San Juan Basin. 
Developed non-damaging fracture 
stimulation foreoa! bed methane wells. 
Indining gas rate @ +26 MMCFD - coal 
scam gas. Supervised the drilling! 
completion of the first coal-bed methane 
wells in Zimbabwe, Afri ca. Pennilled 
and designed produced watcr disposal 
facility in La Plata County Co. and San 
Juan County, N.M. Engincering 
evaluation / acquisition of Piceance Basin 
properties. Prepared annual reserve 
repon. Relief pumper and field 
supervision of drilling, and workover 
activities. Testified as an Expert Witness 
before NMOCD in resen/oir drainage 
hearing (1998). 

to prescnt 

September, 1988 
to Novcm ber, 1992 

SENIOR ENGlNEER, A R CO ALASKA 
I NC. , ANCHO RAGE AK. Developed and 
implcmcnted Prudhoe Bay fractUIing 
program, resulting in +100 MBOPO rme 
increase. Awarded two patents - extreme 
overpressured pcrfomting and 
overpressured cavitation technique 
(Patents No. 5,271 ,465 & 5,4 11,098). 
Author of SPE Paper No. 22835 - 1990 
Ivishak Fracturing Progmm. Received 
Exceptional Contribution A ward. 

Respondent's Exhibit F 



August, 1984 
to September, 1988 

September 1981 
to August, 1984 

December, 1980 
to September, 1981 

January. 1980 
to December, 1980 

June, 1978 
to January, 1980 

EPUCATION 

SENIOR ENGlNEER, AReo ALASKA 

I NC., ANCHORAGE AK. Completion I 
stimulation engineer responsible for the 
start-up of Lisburne Field at Prudhoe 
Bay. Rotated to field start-up assignment 
overseeing completion activities. StaI1-UP 
nile exceeded 60 MBOPD. 

SENIOR ENGINEER, COSEK A 

R ESOURCES L TO. DENVER, CO. 
Supervised the workover and drilling 
programs on Cottonwood Creek 
properties in Wyoming. Supervised all 
outside operated properties. Supervi sed 
drilling <lnd completion program DOllglas 
Arch properties. 

PETROLEUM ENGINEER SG, AMOCO 

PRODUCTION CO. DENVER CO. 
Coordinated the field unitir...alion of uttle 
Knife Field, North Dakota. Reservoir 
study documenting DOl?, remaining 
reserves and secondmy I tertiary potential 
of field. 

PETROLEUM ENGINEER SG, AMOCO 

I'RODUCTION CO. DENVER CO. North 
Division Budget Engineer - responsible 
for producing rate forecast and capital 
expenditure requirements. Engineering 
responsibilities 
of Wi lliston Basin properties. 

PETROLEUM ENGINEER, AMOCO 
PRODUCTION CO. ANCHORAGE, AK. 

Operations engineer responsible for 
platforms Baker and Dillon in Cook Inlet. 
Supervised infill drilling program. 
Completed field perfol1nance report. 



1974-1978 

1971-1974 

ORGANIZATIONS I AWARDS 

1978 - 2000 

1990 

New Mexico Institute of Mining and 
Technology, Socorro, New Mexico. 
Graduated with Honors with a Bachelor of 
Science degree in Petroleum Engineering. 

Bloomfield High School, Bloomfield New 
Mexico. Gmduatcd in top 10%. 
Member of National Honor Society, and 
Vice President of FFA. 

Society of Petroleum Engi neers Author 

SPE PaJlCr # 22835 
ARea Alaska Exceptional Conllibulion 
Award 

1991 
1998 

ARea Alaska Speakers Bureau - Speaker of the Year Award 
Expert witness testifying before the NMOCD, Santa Fe, NM 



OBJECT IV E: N/A 

EDUCATION: 

Christi Reid 
77 5 Goddard to. ve. 
Ignacio, CO 81137 

crcid@mnrnlcx inc.com 

Bachelor of Scien ce in Petroleum Engineer ing, May 2004 
Tc:->as A&M University in College Station, TX 
Cumulative OPR: 3.76 Oul of 4.0 
Major GPR: 3.98 out of 4.0 

Enginee r in Truill ing (E IT) ce rtifi cation, August 2004 

PROFESSIONAL EXPE RI ENCE, 
Area Engineer, Oct 2006 - present 
Mamie" Resources in Ignacio, CO 

Drilling E:qx.-ncncc: Plan and execute the drilling of new wells, including getting p<.-nnits from the 
slate/county, collecting bids from vcndors, estimating cosL~ and preparing AFE"s, calculating bit 
hydraulics, estimating fonnalion lOpS, designing mudlc3$ingl cement programs, writing drilling 
programs, coordinnting the schedule, lending snfety meet ings, and supervising the drilling rig as 
the "company man" on location. EXlx:riencc includes: conventional tight gas Dakota well ill thc 
Piceance bnsin (nonhcm Colorado), mUltiple v,,'rticol and dir,,'Ctional coalbcd methanc wclls in the 
San Juan basin (Colorado ond New Mexico), and several explorotol)' limestone reservoir oil wells 
in north/ccntml Kansas. 
Completions Experience: Design optimum completions for newly dri lled wells, including putting 
togcther AFE's, selecting vcndors, supervising the completion programs onsile, and maintaining 
the completions schedulc. Experience includes: cased hole logging, ~"wabbing, undcrbalanced 
perforating, spearhead and balloO" acid jobs, running tools/plugs on wirelinc, multi stage 
crosslinked gcl fmcs on both coll\'I . .'ntiontll tight gas and coalbcd methane weils, and 
cleanoutlflowbnck operutions. 
Production Experience: Analyze production tn:nds and identify workover opportunities, dcsign 
optimum workovers, supervise workover rigs in Ihl,) licld, identify underperfonning wells and 
recommend recompletions. 
Operntions und Fncilities Experience : Troubleshoot equipment including compressors, dehy units, 
pumpjacks, mclcrs, nnd cngines, pump wells, le(ld safety mcctings, coordinnte and design new
well tic-ins and supervise 011 field work. Manage gathering system and design and coordinate the 
installation of new pipelines. 
ReSl."'I.Y.oir EXJX.'Tience Usc dccline curvc. .. lo project future production nnd calculate rescn'cs, 
familiar with MICA sofiwllre package. 
Land Ex~ce Obtain permits and ncgot iate right-of-way and side-leltcr agreements with 
landowllcrs. 
Water Disposal Exrcrience: Manage operations of di~-posal wdl, design appropriate workover and 
testing opcrntions including setting slick line plugs, wirdine temp/RA tracer surv,,')'s, rig work, 
and pressure testing. 

Prod uction Engineer, Scp 2004- $"1> 2006 
Chevron in I3akersficld, CA 
Rl!sponsible for heavy oil and steam injoction wells in the Cymric lield. including approx .. 50 horizontal 
wdls. Analyzed production lrcnds daily using nowline temps, dynamometer cards, runtime data, gauge 
data , and steam injcction profiles, Wrote remedial wclhvork programs including cyclic steam jobs, 
chemical stimulations, sidetracks. and coll\'ersioTlS. Served as execution enginccr for new horizontal wells, 
steam inj,,'CIOI'S, and infills. Responsible for coordinating between the n$.'iCt team, OIX.'rtttions, drilling, and 
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construction to ensure that the wells arc put 00 production! steam on schedulc. Desigo(.xi downhole 
configurations of new wells and write AFE programs for all completions. 

Resen'oir Engineering Intern , summer 200J 
ChevronTcsaeo in Bakersfield, CA 
Designed the recompletion of a lO-pallem group of heavy oil, steamflooded wells in lhe Kcrn Rivcr field 
By converting injectors to producers and rccompleli ng the wells in an uTlswept sand, the project yielded Oil 

incrementol peak of 200 BOPO (P90 response). 

Production Engineering/Field Intern, summer 2002 
Conoco in Fannington, NM 
Recommended a change in the completion of commingled Mesa Verdc! Dakota wells to minimize scalc 
fonnation in the tubing/casing annulus and maximize production. Spcnt lime in the field with operators to 
become familiar with everyday production op(''flltions. 

INDUSTRY TRAINING: 
Slllld Control (PctroSkills- Mar 2006), Fonnation Damage: Causes, Prev(.-ntion, and R(.'tn{.xiiation 
(J>ctroSkills- Dec 2005), Lean Sigma Yellow Belt (Variance R<..xiuction, [ne. - Mar 2005), Rod Pumping 
Optimization (Theta Enterprises- Nov 2004) 

ACTIV ITIES: 
Child Advocatc for Compassion lnternational- volunt(;:cr position, raising awareness and financial SUppOlt 

for children living in poverty around thc world 



A. M. (M ickey) O' HARE 
Maralex Disposal, LLC 

775 Goddard Avenue 
IGNACIO. CO 81lJ7 

PROFESSIONAL WORK HlSTORY 

June 1995 
To present 

December 1989 
To present 

January 1987 
To January 1990 

January 1985 
To July 1986 

June 1981 

MARALEX Disposal, LLC, Founder & Managing Member 
Started Company to handle produced water from affiliate. 
Designed, permitted, installed and operate water treatment 
and disposal facilities in two states, including RO, evap and 
Injection facilities. Operate two commercial faci lities. 

MARALEX Resources, Inc., President, CEO & co-Founder 
Started Company as an engineering consulting firm , bu il t it 
into an Operating Company and eventually into an Oil and 
Gas Production company. Ultimately responsible for all 
facets of exploration, production, operations, fac ilities, 
acquisitions, divestments, finance and management. 
Company has drilled more than two hundred wells in its 
history and currently owns an interest in more than 450 
wells. Currently operates more than one third ofthosc. 

National Cooperative Refinery Association, District 
Engineer/Joint Operations Supervisor. Responsible for all 
aspects of drilling, completing, equipping and operating 
Company's well s in Four Corners and Midland Districts 
including design, cost estimates, partner relations, 
procurement, contract negotiations, field supervision, 
installation and maintenance. Designed and installed gas 
treating and compression facilities, water treating and 
disposal facilities . Initiated and developed Company's 
Coalbed Methane exploration and development program in 
Four Comers. Supervised engineers, office staff and field 
staff. 

Amoco Production Company, Reservoir Engineer. 
Responsible for reservoir analysis, reserve reports and 
development recommendations for coal bed methane and 
conventional gas fields in Four Comers Area. Performed 
acquisition analyses of oil fields in Western u.s. including 
offshore Cali fornia . 

Amoco Production Company, District Drilling Engineer! 
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PROFESSIONAL WORK HISTORY (COllt.) 

To January 1985 Production/Operations Engineer. Started as Operations 
Engineer responsib le for conventional natural gas and oil 
production in Farmington District. Implemented 
workovers and optimization techniques that improved 
production up to 200%. Drilled infill wells and assisted in 
early exploration and development of Coal bed Methane 
project in Cedar Hill area. Promoted to District Drilling 
Engineer and was responsible for all aspects of drilling 
design, planning and implementation throughout Western 
U.S. Designed and supervised the drilling of wi lde at wells 
in Cal ifornia, Oregon, Washington, Nevada, Utah, New 
Mexico and Colorado. 

PROFESSIONAL ACHIEVEME TS: 

Colorado Registered Professional Engineer No. 25484 
Recognized as Expert Witness by COGCC & NMOCD 
Recognized as Expert Witness by District Court in Santa Fe, NM 
Member of Joint Committee to Establish Field Rules for 
Coal bed Methane Fields in New Mexico and Colorado. 

EDUCATION 

September 1977 
May 1981 

New Mexico Institute of Mining and Technology, Socorro, 
New Mexico. Bachelor of Science Degree in Petroleum 
Engineering. Graduated with Highest Honors. 


