DISTRICT | State of New Mexico Form C-107-A

Energy, Minerals and Natural Resources Department New 3-12-96
P.O. Box 1980, Hobbs, NM 88241-1980
DISTRICT Il OIL CONSERVATION DIVISION APPROVAL PROCESS :
811 South First St., Artesia, NM 88210-2835 2040 S. Pacheco _X_ Administrative ___Hearing
Santa Fe, New Mexico 87505-6429
DISTRICT i1l EXISTING WELLBORE
1000 Rio Brazos Rd, Aztec, wm s74101005  APPLICATION FOR DOWNHOLE COMMINGLING VES X NO
Burlington Resources Oil & Gas Company PO Box 4289, Farmington, NM 87499
Operator Address
SAN JUAN 29-7 UNIT 520 L 8-29N-7W Rio Arriba
Lease Waell No. Unit Ltr. - Sec - Twp - Rge County
Spacing Unit Lease Types: (check 1 or more)

OGRID NO._14538 Property Code _7465 _ APl NO._30-039-25635_ Federal _X , State Jandior) Fee

The following facts are submitted Upper intermediate Lower

in support of downhole one Zone Zone

commingling:
g ———

1. Pool Name and Basin Fruitland Coal- 71629 Blanco Pictured Cliffs - 72359

Pool Code
2. Top and Bottom of Will be supplied upon Will be supplied

Fﬂy Section (Perforations) completio‘l)l? P <:ompletio‘r’1'.J red upon
3. T Be of production Gas Gas

il or Gas)

4. Method of Production Flowing Flowing

(Flowing or Artificial Lift)
5. Bottomhole Pressure a.(cs%r{gg?(see attachment) a. a. 587 psi (see attachment)

Oil Zones - Artificial Lift:
Estimated Current

Gas & Oil - Flowing: Original .
Megasured Current b.( 72 psi)(see attachment) b. b. 1148 psi (see attachment)
All Gas Zones:

Estimated or Measured Original

6. Oil Gravity (°API) or BTU 1098 (see attachment) ""\ = {ff\ i“‘i‘: n ',‘ 7] :’g 5 U 1145 (see attachment)
Gas BTU Content D! A RV ELE
- : I$81]
7. Producing or Shut-In? Shut-in U“ M A y 2 8 a7 &h'\lt-in
i

Production Marginal? (yes or no) no yes

* If Shut-In and oil/gas/water rates | Date: nia
of last production Rates:
Note: For new zones with no production history,

-mm and s;apnnmg d:oh.

v 'l|lf P;'odu{:ing. ive dfata am'iit ¢ Date: n/a Date: Date: nia
oil/gasiwater water of recent tes . . .
(within 60 days) Rates: Rates: Rates:

8. Fixed Percentage Allocation Oil: Gas: oit: Gas: oit: Gas:
Formula -% fog each zone % % % % % %
(total of %'s to equal 100%) Will be L plti Will be lied U pleti

9. If allocation formula is based upon something other than current or past production, or is based upon some other method, submi
attachments with supporting data and/or explaining method and providing rate projections or other required data.

10. Are all working, overriding, and royalty interests identical in all commingled zones? *** ___Yes _x_ No
If not, have all working, overriding, and royalty interests been notified by certified mail? ___Yes _x No
Have all offset operators been given written notice of the proposed downhole commingling? _X_Yes No

11. Will cross-flow occur? x _ Yes __ No If yes, are fluids compatible, will the formations not be damaged, will any cross-flowed
production be recovered, and will the allocation formula be reliable. _x Yes No (if No, attach explanation)

12. Are all produced fluids from all commingled zones compatible with each other? x_Yes ___No

13. Will the value of production be decreased by commingling? ___ Yes X No (If Yes, attach explanation)
14. If this well is on, or communitized with, state or federal lands, either the Commissioner of Public Lands or the United States Burea
of Land Management has been notified in writing of this application. _X

Yes No
p
15. NMOCD Reference Cases for Rule 303(E) Exceptions: ORDER NO(S).__ 'I/’ - & / /

16. ATTACHMENTS: . . X o
* C-102 for each zone to be commingied showing its spacing unit and acreage dedication.
* Production curve for each zone for at least one year. (If not available, attach explanation.)
* For zones with no production history, estimated production rates and supporting data.
* Data to support allocation method or formuia.
* Notification list of all offset operators. .
* Notification list of working, overriding, and royalty interests for uncommon interest cases.
* Any additional statements, data, or documents required to support commingling.

| hereby certify that the information above is true and complete to the best of my knowledge and belief.

SIGNATURE "‘-d ',y % TITLE Sr. Production Engineer DATE: 5/24/97
TYPE OR PRINT NAME __ Douglas W. Mussett TELEPHONE NO. ( 505 ) 326-9700

N:\area\opfc\c107a\sj297520



/

Commingling Application ST e
for
San Juan 29-7 #520

Bottomhole Pressures:

FTC original pressure of 725 psig is based on the initial SIBHP test averége of 2 offset wells, the
S. J. 29-7 Nos. 547 & 548, both located in section 7. This section is adjacent to the No. 520
located in section 8.

FTC current pressure of 562 psig is an average of the current SIBHP's of 14 FTC wells in the S.
J. 29-7 Unit.

PC original pressure of 1148 psig is the SIBHP of the S. J. 29-7 Unit # 103, completed and
tested in 1972. ltis located in section 31.

PC current pressure of 587 psig is the current SIBHP of the previously referenced well (#103).
The lower zone’s current pressure of 587 psig is well within the 50% allowable pressure
difference of the upper zone’s original pressure of 725 psig, as stipulated by the NMOCD's
commingling orders.

BTU Content:

PC BTU content of 1145 is based on offset well S. J. 29-7 Unit #34A in section 4.

FTC content of 1098 is based on the average BTU contents of the S. J. 29-7 Unit Nos. 547 &
548, both located in section 7. This section is adjacent to the No. 520 located in section 8.

Initial Production Rates:

Initial production and decline rates are taken from the economic justification packages for these
new drills. The anticipated decline curves were generated from these data. They are as follows:

No. 520: FTC Rate: 500 Mcf/d
Decline 2 yrs @ 25%, 8% thereafter
PC Rate: 200 Mcfd
Decline 2 yrs @ 30%, 8% thereafter
Water Content:

No water is expected from either zone in the S. J. 29-7 Unit No. 520. Offset PC wells are
producing dry gas and offset FTC wells may produce less than 1 BWPD. Past water analyses in
the PC formation indicate total disolved solids in the range of 4600-8000 ppm. Water analyses
in the FTC formation indicate total disolved solids in the range of 8000-16,000 ppm. Specific
gravities in both formations are 1.01.
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STATE OF NEW MEXICO
ENERGY. MINERALS AND NATURAL RESOURCES DEPARTMENT
\*  OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 11629
ORDER NO. R-10697

APPLICATION OF BURLINGTON RESOURCES

OIL & GAS COMPANY FOR THE ESTABLISHMENT
OF A DOWNHOLE COMMINGLING “REFERENCE
CASE” FOR ITS SAN JUAN 29-7 UNIT PURSUANT
TO DIVISION RULE 303.E. AND THE ADOPTION

OF SPECIAL ADMINISTRATIVE RULES THEREFOR.
SAN JUAN COUNTY, NEW MEXICO.

QRDER OF THE DIVISION
BY THE DIVISION:

This cause came on for hearing at 8:15 a.m. on October 17, and November 7,
1996, at Santa Fe, New Mexico, before Examiners David R. Catanach and Michaei E.
Stogner, respectively.

NOW. on this 8th day of November, 1996. the Division Dm. having
considered the testimony, the record and the recommendations of the Examiner, and being
fully advised in the premises.

FINDS THAT:

(1)  Due public notice having been given as required by law, the Division has
jurisdiction of this cause and the subject mater thereof.

(2)  The applicant. Burlington Resources Oil & Gas Company (Buriington),
pursuant to the provisions of Division Rule 303.E.. seeks to establish a .dow_nhqle
commingling “reference case” to provide excepuons for (a) marginai economic critena.
(b) pressure criteria, (c) allocation formuias and (d) modification of notification rules on
a unit-wide basis for downhole commingiing of Dakota. Maaverde,_l’r_l_!ftl___a__nd_@gln‘;
Pictured Cliffs gas production within existing or funure drilled wells within the San Juan
29-7 Unit, San juan County, New Mexico.

3) Division Rule No. 303.E., amended by Order No. R-10470-A. currently
states:



CASE NO. 11629
Order No. R-10697
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A

“If surficient data exists on a lease. pool. formation. geographic area. etc.,
50 as to render it unnecessary 1o repeatedly provide such data on Form C-
107-A. an operator may except any of the various criteria required under
Paragraph 303.D. of this ruie by establishing a “reference case”. The
Division. upon its own motion, or by appiication from an operator. may
establish “reference cases” either administratively or by hearing. Upon
Division approval of such “reference cases” for specific criteria,
subsequent applications to downhole commingie (Form C-107-A) will be
required only (o cite the Division order number which established such
exceptions and shail not be required to submuit data for those criteria.”

(4)  The appiicant is the current operator of the San Juan 29-7 Unit which

encompasses some 22.500 acres in Township 29 North, Range 7 West. NMPM., San juan
Counry, New Mexico.

3) Within the San Juan 29-7 Unit, the applicant currently operates fifty-five
(55) Basin-Dakota Gas Pool wells, one hundred thirty-one (131) Blanco-Mesaverde Gas
Pool wells. thirteen (13) Blanco-Pictured Cliffs and South Blanco-Pictured Cliffs Gas Pool
wells, and forty-nine (49) Basin-Fruitiand Coai Gas Poot wells.

(6)  According to its evidence and testimony, Burlington seeks to:

a)

b)

<)

establish a “reference case” for marginal economic criteria in the
Dakota and Pictured Cliffs formations whereby these formations
and/or pools may be identified as “marginal” on Form C-107-A’s
subsequently filed for weils within the San juan 29-7 Unit. The
applicant further proposes that the data provided in the immediate
case serve as suppiementai data or confirmation that these
formarions and/or pools shouid be classified as “marginal”;

establish a “reference case” for pressure criteria in the Dakot and
Pictured Cliffs formations whereby the Division may utilize data
provided in the immediaxccasewverifyth:pmsurcdanpmvided
on Form C-107-A’s subsequently filed for weils within the San Juan
29-7 Unir;

establish a “reference case” whereby the Division ucilizes the dm
presented in the immediate case (0 endorse or approve cerain
methods of allocating production whereby the appliqam need not
submit additional data or justification when proposing a cerain
method of allocating production on Form C-107-A's subsequentdy
filed for weils within the San juan 29-7 Unit: and. -
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d)

establish a “reference case” or an adminismative procedure for
authorizing the downhole commingiing of existing or fumre driiled
wells within the San Juan 29-7 Unit without additionai nonce t0
each affected interest owner as required by Division Rule No.
303.D.

M In support of its request to except marginai economic criteria. the appiicant
presented geoiogic and engineering evidence and testimony which indicates that within the

San juan 29-7 Unit:

a)

b)

c)

d)

the structure and thickness of the Dakota and Picrured Cliffs
formations are very consistent:

the average recoverable Dakota and Pictured Cliffs gas reserves
underlying an undeveloped drill block are approximately 245
MMCFG and 76 MMCFG, respectively;

the average initial producing rate for a newly driled or recompieted
Dakota and Pictured Cliffs gas weil is approximately 218 MCFGD
and 238 MCFGD, respectively; and.

the estimated uitimare gas recoveries and initial producing rates
from the Dakora and Pictured Cliffs formations are insufficient to
justify driiling stand alone weils and/or duaily compieted weils to
recover such gas reserves.

(8)  The evidence and testimony presented by the appiicant indicates that the
Dakota and Pictured Cliffs formations within the San juan 29-7 Unit shouid be properiy
classified as “marginal”.

(9) In support of its request to except pressure criteria within the Dakota and
Picrured Cliffs formations within the San Juam 29-7 Unit. the appiicant presented
engineering evidence and testimony which indicates that:

a)

b)

the average shut-in bottomhoie pressurc within the Dakota and
Pictured Cliffs formations at the time of initial deveiopment was
approximatety 3.209 psi and 1.148 psi. respectively: and.

the average current shut-in bortomhole pressure with.ip the Da.kor_a
and Pictured Cliffs formarions is approximately 952 pst and 653 psi.
respectively.
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(10) There is surficient pressure data available within the San juan 29-7 Unit s0
as (0 except pressure criteria as proposed by the appiicant.

(11)  The applicant testified that various allocation methods wiil be utilized for
downhole commingied wells within the San Juan 29-7 Unit depending on the
circumstances. Some of the methods and circumstances are descnibed as follows:

a) the subtraction method will likely be utilized in those instances
involving the Basin-Fruitiand Coal Gas Pooi and in those instances
where a zone with a well established decline rate is commingied
with a newly completed zone:

b) a fixed allocation formuia will be utilized in those instances where
production history for both zones is available. or in those insances
where newly compieted zones are tested and stabilized flow raes
obtained.

(12) The allocation methods proposed by the appiicant are routinely udilized by
industry and approved by the Division and therefore, the proposal to except allocation
formulas shouid be approved.

(13) o support of its reguest to establish a “reference case” or administrative
procedure for providing notice within the San Juan 29-7 Unit the appiicant presented
evidence and testimony which indicates that:

a) the interest ownership between two zones within a given weilbore
in the San juan 29-7 Unit is generaily not common:

b) pursuant to Division Rule No. 303.D., applicant is currenty
required to notify all interest owners within the San juan 29-7 Unit
every time 2 Form C-107-A is submited to the Division. There are
a considerable number of such interest owners within the unit:

) providing notice to each interest owner within the San juan 29-'7
Unit of subsequent downhole comminglings is uanccessary and is
an excessive burden on the appiicant:

d) the downhole commingling of weils within the San juan 29-7 Unit
Area will benerfit working, royaity, and overriding royaity interest
owners. In addition. the downhole commingling of weils within the
San juan 29-7 Unit shouid not violate the correlative rights of any
interest owner:
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e) no interest owner appeared at the hearing in opposition (o the
establishment of a “reference case” or administrative procedure for
notice.

(14)  An administrative procedure should be established within the San juan 29-7
Unit for obtaining approval for subsequent downhole commingied wells without notice t0
Unit interest owners. provided however that, all other provisions conuained within
Division Rule No. 303.C..are compiied with.

(15)  Approval of the proposed *“reference cases™ for marginal economic criteria.
pressure criteria. allocation formuias and notice wiil lessen the burden on the appiicant
insofar as providing the data required pursuant to Division Rule No. 303.D. and Form C-
107-A. wiil provide the applicant a streamiined method for obtaining downhoie
commingling approvais within the San Juan 29-7 Unit. and wiil not violate correfauve

rights.
[T IS THEREFORE ORDERED THAT:

¢)) The appiication of Buriington Resources Oil & Gas Company to establish
a “reference case” for (a) marginal economic criteria, (b) pressure criteria. (c) allocation
formulas and (d) modification of notification rules on a unit-wide basis for downhoie
commingiing of Dakota. Mesaverde, Fruitand Coal and Pictured Cliffs gas production
within existing or future drilled weils within the San Juan 29-7 Unit. San Juan County,
New Mexico, is hereby approved.

(2) Upon filing of Division Form No. C-107-A's for wells subsequentdy
downhole commingied within the San Juan 29-7 Unit Area. the applicant shail not be
required to submit supporting data to justify the classification of the Pictured Cliffs and
Dakota formations as “marginal”, supporting data to verify the Pictured Cliffs and Dakota
pressure information provided. and support or justficadon for urilizing a given method or
formula for ailocation of production, provided however. in the event any of the dara
described above appearing on Form C-107-A appears to be beyond the dara range provided
in this case. the Division may require the submital of additionai supporting dana.

(3) In order to obtain Division authorization t0 downhole commingie weils
within the San Juan 29-7 Unit. the applicant shall file a Form C-107-A with the Sanaa Fe
and Aztec Offices of the Division. Such application shail contain all the information
required under Rule No. 303.C. of the Division Rules and Reguiations. provided Wer
that the applicant shall not be required to provide notice to ail interest OWRELS within the
San Juan 29-7 Unit of such proposed commingiing.
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4) Jurisdiction of this cause is retained for the ey of such further orders as
the Division may deem necessary.

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

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

\__:-io [:_

J. LeMAY

. /
Directar,



