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Pursuant to New Mexico Oil Conservation Division Order R-11224, Richardson Operating Company seeks permission to downhole

commingle the Basin Fruitiand Coal (71629) and West Kutz Pictured Cliffs Ext. (79680) pools.

The Basin Fruitland Coal formation is estimated to be perforated at 1090'-1110°, 1142'-1146, 1196'-1202', 1206'-1212" and the

West Kutz Pictured Cliffs Ext. formation is estimated to be perforated at 1216'-1230".
Refer to the attached Technical Write-up for the allocation method and supporting data.

The downhole commingling will not reduce the value of the total remaining production of this well.
The ownership between the two pools is identical.

Richardson Operating Company has sent a like Sundry Notice to the OCD (Form C-103) setting out our intention to downhole
commingle this well.
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Richardson Operating Company
Navajo #27-1
Commingling Application

The Navajo #27-1 is a newly drilled Basin Fruitland Coal/West Kutz Pictured Cliffs well. This
is the first Pictured Cliffs and Fruitland Coal well in this section. The second such well in the
section is Richardson’s Navajo #27-2 (Unit K, Sec. 27, T29N, R14W), for which downhole
commingling of the Fruitland Coal and Pictured Cliffs formations is also currently being applied.
The closest producing Fruitland Coal and Pictured Cliffs well is Richardson’s Navajo Tribal H 5
(Unit M, Sec. 13, T29N, R14W) which was approved for downhole commingling of the
Fruitland Coal and Pictured Cliffs formations in Administrative Order DHC-2478.

Based on recent Richardson Operating wells in this township, it is anticipated that both zones
will have similar bottom hole pressures of approximately 200 psi. Both zones produce some
water and no liquid hydrocarbons. Neither zone is fluid sensitive and fluids from the two zones
are compatible.

Since neither zone has enough data to prepare a reliable production forecast, or predict the
ultimate reserves, Richardson Operating proposes to allocate the production based on the initial
production rates from the Pictured Cliffs. The well will be perforated and stimulated in the
Pictured Cliffs formation. The stimulation will then be cleaned up and the well flow tested. The
production based on the flow test will establish the Pictured Cliffs base rate. The Fruitland Coal
formation will be completed separately but it will be produced with the Pictured Cliffs. The
Fruitland Coal production will be the total measured production minus the Pictured Cliffs
production.

We propose using the same allocation formula that was approved for the Navajo Tribal H 5 well,
therefore. assuming an 18% decline rate from the Pictured Cliffs, the proposed allocation
formula is as follows:

(-Dt

Pictured Cliffs Production = Pictured Cliffs base rate x e ) where D = 18%/yr and t = time In

years since first production.

Fruitland Coal Production = Total Production — Pictured Cliffs production.



