DISTRICT |

State of New Mexico

.0, Box 1980, Hobbs, NM 58241.1980 Energy, Minerals and Natural Resources Department Fort;?cv(a-:;l.(‘);-sAs
DISTRICT | OIL CONSERVATION DIVISION APPROVAL PROCESS:
811 South First St., Artesia, NM 88210-2835 Sants Fe'zh?:v? ?A’eifccoh%cfsos-sazs X Administrative __Hearing
DISTRICT EXISTING WELLBORE
1000 Ao Brazos Aa. Artec, KM 87410.1683 APPLICATION FOR DOWNHOLE COMMINGLING YEs Xno
Phillips Petroleum Company 5525 Hwy. 64, Farmington, NM 87401
Operator — Addrass
San Juan 30~5 Unit #52M I, Sec. 15, T30N, R5W, Rio Arriba, NM
{eass WellNo. Unit Ltr, - Sec - Twp - Age

County

Spaci Unit Lease Types: chec ot more
OCRONO 017654 Provorty Code 009258 _ am no._30-039-25677 " o

Federal X , State . lanaron Fee

The following facts are submitted in

Mt Upger
support of downhole commingling:

Intermediate
Zone

Lower
Zone Zone

1. Pool Name and 72319 7 599
Pool Code Blanco Mesaverde Basin Dakota

2.7 d B8 f
OgagnSec?igr?m(gerforations) {‘P E @ E H M E m
-y

[

7824 - 7972
i up
3 TVt Pogyetion Gas FEB 1 3 1398 cas
Smee
4 Method of Production OINCONS Wi,
OWIﬂg or Artiticial Li ] 2
Flowing DIST. 8 Flowing
5. Bottomhole Pressure a, {Current) a. a.(24 hr. SI)
Oil Zones - ArtificialELsi:?r:nated Current 1030 p81 (est. ) 988 psi
Gas & Oil - Flowing: -
All Gas Zones: Measured Current b, {Original) b. b.
Estimated Or Measured Original 1294 psi (est.) 3412 psi (est.)

s-mﬁfﬁbkﬁlﬁ 1030 btu/ft> 990 btu/ft3

7. Producing or Shut-in?

Producing
Production Marginai? (yes or no} ves ves
* If Shut-In, give date and oil/gas/ Oate: Date: Data:
water rates of last production Rates: Rates: . Rates:
Note: For new zones with no production history,
applicant shat! ba required to attach production
estimates and sSupporting data
" Mf Producing, give date andoil/igas/ | Oate:  Estima t;g Dot Oate: 2 /4 /98
water rates of recent test Rates: CcT R : :
{within 60 days) 400 mct ates fotes: 332 mefqd
8. Fixed Percenta?e Allocation oit: o, Gas: Oil: Gas: oil: Gas:
Formula -% for each zane % % % % % %

9. If allocation formula is based upon something other than current

_ ! _ n or past production, or is based upon some other method,
submit attachments with supporting data and/or explaining met i

hod 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 al working, overriding, and royalty interests heen notified by certified mail? Yes T No

Have all offset operators been given written notice of the proposed downhole commingling? Yes T No
11. Will cross-flow occur? X Yes __ No If yes, are fluids

X compatible, will the formations not be damaged, will any cross-
flowed production be recovered, and will the alloc

ation formula be reliable. X _ VYes —_No (If No, attach explanation)

__No

(If Yes, attach explanation)

12. Are all produced fluids from all commingled zones compatible with each other? X VYes
13. Will the value of production be decreased by commingling? —.Yes X No

14. If this well is on, or communitized with, state or federal lands, e

ther the Commissioner of Public Lands or the
United States Bureau of Land Management has been notified in No

writing of this application. __Yes
15. NMOCD Reference Cases for Rule 303(D) Exceptions: ORDER NO(S). R-=10771
16. ATTACHMENTS:

C-102 for each zone to be commingled showing its spacing unit and acreage dedication.
Production curve for each zone for at least one vear. (If not available, attach explanation.)
For zones with no production history, estimated production rates and supporting data.
Data to support allocation method or formula.

Notification list of all offset operators.

Notification list of working, overriding, and royalty interests
Any additional statements, data, or documents required to s

LR T R R

for uncommon interest cases.
upport commingling.

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

QGNATUREH;%%%%% Z%/A%gizéég TITLE Reservoir Engr. paTe 2/10/98

TYPE OR PRINT NAME Mark W. Stodola THEPHONENO.(SOS ) 599-3455




DISTRICT 1 State of New Merico Form C-—102
F.0. Bax 1960, Hobbs, N.M 86241-1960 Enecrgy. Minerals & Natural Resources Department Revised Febuary 21, 1994
) ctions on back

Submit to Appropriate District Office

State Lease — 4 Copies

DISTRICT O

P.0. Drewer DD, Artesia. KM 68211-0719 ‘
‘ - Fee Lease — 3 Coples

DISTRICT I OIL CONSERVATION DIVISION .

1000 Rio Brezos Rd., Aztec. N.M. 87410 F.0. Box 2088

DETRICT IV Senta Fe, NM 87504-2086 . " " [] AMENDED REPORT

PO Box 2088, Senta Fe, NM 87504~2088

- WELL LOCATION AND ACREAGE DEDICATION PIAT

'4PI Number *Pool Code *Pool Name
L 72319 Blanco Mesaverde ;
4Property Code - *Praperty Name “Well Number
003258 [ SAN JUAN 30-5 UNIT 5921 !
YOGRID No. “Operstar Name * Elewation
017654 I PHILLPS PETROLEUM 6479 7

19 Surtace location

Lot ldn Foet from the North/South Hne | Peet from the
1456 SOUTH 851 EAST  |Ri0 ARRIBA

5—W
MBottom Hole Location If Different From Surface

Range Lot ¥dn Feet from the North/South Hne | Feet from the East/Yest lne County

East/West line County

UL er Jot no. ! Sxdon!!‘o\mxhlp Range

1 15 30—N

UL or bot no. | Section | Township

I
P Dedicated Acres |®Joint or Infill | *ConscHdation Code | ¥Order No.
320 ac Y U

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

OR A NON-STANDARD UNIT H4S BEEN APPROVEL, BY THE DIVISION
10 ‘ 7 ! ! / 17 OPERATOR CERTIFICATION
/mw«mmwmwm:mam&u
frue and complets to the best of my knowledoe and bekisf

'
-

- 1N,

Signature

R- 2. Allred

Printed Nems .
Drilling & Production Sup

ym 3-/8-97

Date

/% 2
[ : /1 18 SURVEYOR CERTIFICATION
SF-078937 (SE/4) e ieted from it s of sobest s ot 14
i ( nd Sl 3¢ Prolobets Gurveryr:

211

4_“__“__*%_\
8!
o 5280

under my supervision, and fhat the some (s true and

perrect fo the best of my belef.

851"
-
’

|
’ ©
[p]
<
/ 5266.80° 4 / ]
/ 7/

N 89-45 €
[4 [AEITR

FdBc.



¢

- DISTRICi 1

F.0. Bax 1980, Hobba, NM. 882(1-1860

DISTRICT T

P.0. Drewer DD, Artesla, NW 682110719

State of New Mexico

Energy. Minerals & Naturs] Resources Departmont

-

OIL CONSERVATION DIVISION

st
Submit to Appropria

Form C-j02
Revised Febuary 21, 1964

ctions on baci
District Office”

State Lease — 4 Copies

Fee Lease

— 3 Copies

DISTRICT IT '
1000 Rio Brazos Rd., Axtec, NM. 87410 P.0. Box 2088
DISTRICT IV Santa Fe, NM 87504-2088 (] AMENDED REPORT
PO Box 2088, Senta Fe, NM 875042088 k VIR
WELL LOCATION AND ACREAGE DEDICATION PILAT
* AP{ Number *Poal Code *Pool Name
71599 Basin Dakota ]
¢ Property Code *Proparty Neme ¢ Wall Number
009258 SAN JUAN 30—5 UNIT 52M
YOGRID No. 4Operator Name ¢ Elevation
017654 J PHILLIPS PETROLEUM 6479
19 Surface location
UL er lot no. ! Section ] Township | Range Lot 1dn | Feet from the | North/South lne | Feet from the | East/West line County
! 15 30-N1 5w 1456 SOUTH 851 EAST _ |RIO ARRIBA
"Bottom Hole Location If Different From Surface .
UL or lot mo. Sectfon | Township Range 1ot ldn Feet from the North/South Hne | Feet from the East/West line County
I
Y Consolidation Code | “Order No.

|

B Dedicated Acres ]"Jotut or Infill

320 :

Y U

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT EAS BEEN APPROVED BY THE DIVISION

‘ 17 OPERATOR CERTIFICATION

16
1 Mareby oertify that the information contslnsd herein is |
true and completa to the best of my knowledge and belaf|

5280

{
|
i
i
i
i
i

00 (el

’ Signature i
© IrR. A. Allred |

t . :
D%Tfﬁfg/Productlon SuDerﬁ.
i
|

Ttle :
| S /8- 97
/ s / /. / / /  / Pate
/ / I / / ;7 7 18 SURVEYOR CERTIFICATION
S SP-076997 (sT/4)  ANATAITD I
m (T rrvent o e St of oy g e ome o frue ond
A d 851° /
.l < - C
IR s} ) J)
4 T {
W )
lf’ ¢ 9
{i N B89-45 € 4 7/ / 5266.80'/ Vs L
7 / /  FdBe. 7 7 7/ /  Fd8e.
G.LLO.19186

G.L.O.1916






Dakota Production Forecast for 30-5 Unit
Well #52M

Year Month | Gas (MCF)
Feb. 98 1 8,327
Mar 2 9,138
Apr 3 8,766
May 4 8,979
Jun 5 8,613
Jul 6 8,823
Aug 7 8,746
Sep 8 8,390
Oct 9 8,593
Nov 10 8,243
Dec 11 8,444
1999 12 8,370
Feb 13 7,494
Mar 14 8,224
Apr 15 7,889
May 16 8,081
Jun 17 1,752
Jul 18 7,940

Initial Rate = 300 MCE/D
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5525 HWY. 64 NBU 3004

New Mexico Oil & Gas Conservation Div.

2040 South Pacheco
Santa Fe, NM 87505-6429

Dear Sirs:

PHILLIPS PETROLEUM COMPANY

FARMINGTON, NEW MEXICO 87401

February 10, 1998

Downhole Commingling Allocation Method
on the San Juan 30-5 Unit # 52M

Phillips is proposing to utilize the subtraction method on the subject well for approximately six months after actual
commingling occurs. After the six month period we will convert to the ratio method as indicated in our
commingling application. We believe this will be a more accurate method of allocating production considering that
the Dakota interval has been producing for several months and that the production will not be stabilized on the

Mesaverde for several months.

Dakota Production Forecast

February 1998 8,327
April 1998 8,766
June 1998 8,613
August 1998 8,746
October 1998  §, 593

March 1998 9,183
May 1998 8,979
July 1998 8,823
September 1998 8, 390
November 1998 8,243

For example, if the total volume for September 1998 were 15,500 mcf, then the Dakota would be allocated §,390
mcf and the Mesaverde 7,110 mef.  And subsequently, the Dakota would be allocated 8,390/15,500) or 54.13%,
and Mesaverde would be allocated (7,110/15,500) or 45.87%.

MS/pc

cc: OCD - Aztec
BLM - Farmington

Sincerely,

PHILLIPS PETROLEUM COMPANY

Make | Slorirlo

Mark W. Stodola
Reservoir Engineer

NM Commissioner of Public Lands - Santa Fe



Oll. CONSERVATION DVISION

NEW MEXICO ENERGY, MINERALS ATEC ST oISk
& NATURAL RESOURCES DEPARTMENT " fmm‘”ny:ﬁ,m

Jennifer A Salisbury

CABINET SECRETARY

GARY E. JOHNSON

GOVERNOR

January 6, 1998

Mr Mark W Stodola
Phillips Petroleum Co
3525 Hwy 64 NBU 3004
Farmington NM 87401

Re: San Juan 30-5 Unit #1 10M, APLH 30-039-25658, E-16-30N-05W, DHC

Dear Mr. Stodola:

woduction usmg, the subtraction method for the

Your recommended allocation of commingled |
98 Beginning in July you will

referenced well 1s hereby accepted through the month of June 19
submut a recommended allocation formula based on historical production values.

I vou have any questions, please contact me.

Yours truly,
/ ' ’/////// (
{// TS O

Armie Busch
District Geologist/Deputy O& G Inspecter

EB/sh

cc well file

O CONSERVATION DIVISION - P.O. Box 6429 - Ssata Fe NM BT605-6429 - (606) B27-7131



PHILLIPS PETROLEUM COMPANY

FARMINGTON. NEW MEXICO 87401
HO25 HWY €4 N 3004

December 17, 1997

NM Oil & Gas Conservation Division
1000 Rio Brazos Rd.
Aztec. NM 87410

Downhole Commingling Allocation Method
on the 30-5 Unit #1 10M
Dear Sirs:

Phillips proposes to utilize the subtraction method through June 1998, and then convert to the ratio method
after June 1998. We believe this will be a more accurate method of allocating production considering that
the production will not be stabilized on the Mesaverde for several months.

Dakota Production Forecast

Dec. 1997 6879 mef
Jan. 1998 0S4 met
Feb. 1998 6097 met
March 1998 6687 mct
April 1998 6410 mef
May 1998 6561 mef
June 1998 6290 mef

For example, if the total June 1998 were to be 12,290 mct. then the Dakota would be allocated 6290 mef
and the Mesaverde 6000 mef. And subsequently. the Dakota would be allocated (6290/12.290) or S1.18%.
and the Mesaverde would be allocated (6000/12,290) or 48.82%.

Sicerely,
PHILLIPS PETROLIEUM COMPANY
)] ) Lo
S) s il i

Mark W. Stodola /4,
Reservoir Engineer // [



Page: 1 Document Name: Tcpip_1

MEP81-01 PARPI - WELLZONE PRODUCTION BROWSE Date: 2/10/98
DAILY AVERAGE BY MONTH User: MWSTODO

Wellzone F0624 02 Yr: 1997 Mth: 05
Screen: 1 (1-Prod, 2-Inj, 3-Both)

Property: 650402 SAN JUAN 30-5 DAKOTA UNIT-
Well No: 000052M

Type: D (T-Total, D-Daily Avg) Field: 042233 BASIN
Period: M (M-Mnthly, Y-Yrly, C-Cum) Resvr: 20079 DAKOTA NOQ
abg 0 s mm— - ——- PRODUCED --=-=--—-—————————— ~---- DAYS ---- - WELL -
FLG DATE OIL (BBL) GAS (MCF'D) WATER (BBL) PROD OP ST CL TY
* 1997-05 0.00 21 0 10.00 10 11 11 2
1997-06 0.00 344 0 30.00 30 11 11 2
1997-07 0.00 224 0 31.00 31 11 11 2
1997-08 0.00 139 0 31.00 31 11 11 2
1997-09 0.00 102 0 30.00 30 11 11 2
* 1997-10 0.00 169<AJJ¢JM4M 12 31.00 11 11 11 2
* 1997-11 0.00 511 Dakota P 0 30.00 30 11 11 2
1997-12 0.00 339 a7 0 31.00 31 11 11 2
NO MORE DATA AVAILABLE .
PA1=ICE PA2=Exit PFl=Help PF3=End PF11=GRAPH
Transfer-> PF7=Backward PF8=Forward PF4=PREV SCREEN PF12=L0OG GRAPH

Date: 02/10/98 Time: 11:04:40 AM




Exhibit 3.2

Production Allocation Methodology

¢ Adding New Zone to Existing Zone - Initially Subtraction Method
followed by Fixed Allocation Method

e Subtraction Method (+/- 1st 12 months)

« Forecast production rate by month for existing zone
utilizing established decline curve for zone

« Subtract forecasted rate from commingled rate to define
new zone rate

« Utilize subtraction method for +/- 12 months until new
zone rate stabilizes, then utilize fixed allocation method

with current rates

® Fixed Allocation Method (after Subtraction Method)

Utilize forecasted rate from established decline curve for
lower zone

» (Calculate upper zone rate by subtracting lower zone rate
from commingled rate

e« Lower zone allocation = Lower zone rate
Commingled rate

» Upper zone allocation =
(Commingled rate - Lower zone rate) / Commingled rate



Attachment

OCD Form C-107A (3/12/96]

Item No. 12 - additional explanation:

Based on water analysis from the Mesaverde and Dakota zones and
discussions with the chemical treating/analysis company the water from
these two zones are compatible. Lab analysis of the individual waters from
both the Mesaverde and Dakota formations resulted in positive scaling
indices for barium sulfate. There was a slight increase in the barium sulfate
scaling index of the combined waters relative to the scaling index of the

individual waters.

None of the waters, combined or individual, had meaningful scaling ~
tendencies and combined with the fact that typical water production from
either of these zones in San Juan 30-5 are 0-1 BWPD and no barium sulfate

scale has been detected to date, no negative impacts to the formations are

anticipated.



