STATE OF NEW MEXICO
ENERGY MINERALS, AND NATURAL RESOURCES. DEPARTN[ENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE IIEARING
CALLED BY THE OIL. CONSERVATION
DIVISION FOR THE PURPOSE OF
CONSIDERING: I

| o CASE NO. 13474

Order No. R-12345

APPLICATION OF ‘RB.. OPERATING COMPANY FOR A CENTRALIZED‘;T
" FACILITY ' WITH A COMMON TANK BATTERY INCLUDING 'SURFACE

COMMINGLING AND OFF-LEASE MEASUREMENT AND STORAGE EDDY»‘- .
COUNTY NEW MEX[CO . ‘

| ORDER OF THE DIVISION
' BY THE'DIVISION- | o

Th1s case came on for hearing at 8:15 am. on Apnl 21, 2005 at Santa Fe New‘
Mex1co, before Examiner David R. Catanach, _ L

NOW on this 11% day of May, 2005, the D1v1s1on Director, havmg consxdered the =~ .

‘ \testlmony, the record, a.nd the recommendations of the Examiner,.

FINDS THAT

e il e

| Acase and. 1ts sub_]ect matter S

(1) i Due publlc notlce has been g1ven a.nd the D1V1S1on has Junsdlctlon of thlsfh.m R

(2) Dlwsmn Cases No 13473 13474 and 13475 were consohdated ‘at the'_ e L

" heanng for the purpose of testlmony

(3) The apphcant RB Operating Company (“RB Operating” or “applicant”), - -
seeks authority to surface commingle East Loving-Brushy Canyon (Oil — 40350) Pool -
producuon from the following-described eight wells located in a proposed “project area”
comprising the SW/4 and S/2 SE/4 of Section 23, and the N/2 NE/4 of Section 26, both in
Townsh1p 23 South, Range 28 East, NMPM, Eddy County, New Mexico:
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WELL NAME ' _API NUMBER WELL LOCATION
South Culebra Bluff “23” Well No. 1 - 30-015-25841 = UnitK, Section23 .
“ South Culebra Bluff “23” Well No. 2 30-015-26213 = Unit'L, Section 23
South Culebra Bluff “23” WellNo. 3 ~ 30-015-26284 Unit M, Section 23
South Culebra Bluff “23” Well No. 14 - 30-015-33607 - Unit N, Section 23 -
South Culebra Bluff “23” Well No. 9 . - - 30-015-26369 - Unit O, Section 23
_South Culebra Bluff “23” Well No. 10: -+ 30-015-33606 .- Unit P, Section 23 -
;Merland WellNo. 1 - ¢+ +30-015-33840 - Unit B; Section 26
Merland WellNo.2 - ' '-f", .-~30-015 33838 © “Unit A, ‘Section 26

(Note The South Culebra Bluﬁ' “23” Well No 10 and the Merland Wells No. 1 and 2 are.
,_not yet dnlled) R - _

@) The apphcant further seeks

(a) approval to allocate productlon from each of the
- subject wells on the basis of monthly well tests _
pursuant to the prows1ons of Division Rule No. . S
“303.B. (4)(a), o R

(b) to establish an administrative procedure whereby
- “additional wells may be added to this commingling
authority at some future time. In conjuction with L e S,
~ this request, the applicant further seeks an.exception .. .. = .. . .oouin
'to the requirements set forth in Division Rule No. "~ =~~~ 7. . s
303.B. (4)(d)(iii). This exceptlon would allow. the
applicant to add wells to this. commmghng authority .
without having to provide additional notlce to all
interest owners w1th1n the ‘prOJ ect aréa”; and

(c)  athority to measure and store the producti_en from

' the subject wells at its 'proposed Brantley Central
Tank Battery to be located in the SE/4 SW/4 of
Sectlon 23. :

(5) Division Rule No. 303.B. “4)(@a) stxpulates that:

“Where there is diversity of ownership between two or more leases, two or more pools,
‘or between different pools and leases, the surface commingling of production therefrom
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shall be permitted only if productlon from each of such pools or leases is accurately

- metered, or determined by other methods specifically approved by the D1v1s1on pnor to

such commmglmg

-(6) D1v1s1on Rule No. 303.B.(4)(d)(iii) stipulates that where there i is d1verS1ty o

of ownership in the production to be surface commingled, any application to surface.

' ~‘that own an mterest m the productlon to be commmgled
- (7) ' RB Operatmg presented ev1dence that demonstrates that:

(@) the proposed “project area” contains ™ all of the
' acreage that is currently dedicated to the subject
- wells and/or comprises that area that is to share in
- the 'productio'n from the subject wells;

g ) the mterest ownership between the subJect wellsis -
’ . {generally not.common; o

: (¢). .the proposed consolidated  tank battery will cost
IV approxunately $142, 000 to construct '

. (d) ';_-'-w1thout commmglmg approval §iX- tank battenes
Lo will need to be constructed at-‘a cost of .
SR approxunately $576 400 and '

ol (e) ,. isurface commmghng w111 result 1n $434 400 in cost= e
. - savings. ' : -

\ (8) RB Operatmg proposes to allocate productlon to each of the subJ ect wells
in accordance w1th the followmg procedure ’ . R

(a) one of the subject ‘wells will be separately tested on .
‘ a daily basis (24-hour test). Production from the
well being tested will be run through a test separator
and test heater treater. Qil production will then be
placed within a test tank and gauged. Gas -

commingle (Division Form C-107-B) must be accompanied by proof that notice:of the.j:, S
apphcatlon was® prov1ded by certified mail, return receipt requested to all mtercst o’wners W
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production will be measured by an allocatlon meter
pnor to. commingling;

(b)  daily production tests should result in each of the
: eight subject wells- bemg tested 3-4 times per
- month; and : .

” ) - monthly produetlon attnbutable to each well will be
- determined on the- bas1s of the well tests and total
‘sales volume for that month

9 The proposed method of productlon allocation is- reasonable and -

sufficiently reliable to-protect the correlative nghts of owners of separate mterests in the &~ -

production from the respectlve wells.

(10) The proposed surface commmghng w111 result in costs savings, both in .
capital costs and operating costs, thereby extending the economic hfe of the Wells
* thereby allowing the recovery of oil that may otherw1se not be recovered. - ’

(11) Al partles owmng an mterest in the wells and i m the ‘pro;ect area” to be
: commmgled were provided notice of th1s apphcatron R >

(12) No mterest owner appeared at the heanng in oppos1t10n tQ the. apphcatlon S

L

(13) Pnor to the heanng, the D1v1s1on recelved a letter of obJectlon fromv'

. Clarborne M. Power Mittie Hayes and Merland, Inc.; all interest owners:in. the proposed::. - R

“project ared”.” ‘All three parties ‘stated that they have no objection- to the surface - ;- e wa s
.- commingling of- the eight wells. that are the: subJect of this application; however, all three -~ 0 o
"parties expressed an objection to the establishment of an admlmstratlve procedure to add .-

addltlonal wells to th13 commmghng authonty

(14) None of the obj ectmg partles explamed the reason for their obJ ection, and -
none of the objecting parties appeared at the hearmg in opposition to the application.

(15) The correlatrve rights of these mterest owners will not be adversely

. affected by approval of RB Operating’s application. ' -

(16) Approva‘l of the application wiil enable RB Operaﬁng to recover
additional oil and gas reserves from the wells within the commingled system that may
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otherwise not be recovered, thereby preventing waste, and will not violate correlative

rights.

‘ (17) The applicant’s request to establish an administrative procedure to add -
- additional future wells to this commingling authority, without additional:niotice to the
existing interest owners, is reasonable and should therefore be approved; provided
however, that any such future expansmn of this commmghng approval" should_include

S -notice to.any interest owner that acquires an interest in the ‘project area subsequent to.

o theentryoftlusorder(newowners) o v EREHAERE R

| IT IS THEREFORE ORDERED THAT:

(1) “The applicant, RB Operatmg Company, is hereb'y authorized to-- -~ -
surface commingle- East Lovmg-Brushy Canyon Pool production from- the : following-

- described eight wells located in a “project area” comprising the SW/4 ‘and S/2-SE/4 of

Section 23, and the N/2 NE/4 of Sectlon 26, both in TOWIISh.lp 23 South, Range 28 East NMPM .
Eddy County, New Mexico:: :

“WELLNAME " APINUMBER WELL-?*LOQATION

South Culebra Bluff “23” WellNo. 1 30-015-25841  * .UnitK, Section 23 ..~
South Culebra Bluff “23” Well No.2 . -30-015-26213 - - Unit L; Section23 . =
~ South Culebra Bluff “23” Well No.3 - 30-015-26284. = Unit M, Section'23.
. South Culebra Bluff “23” Well No'_414. P 30-015-33607 - ‘Unit N, Section23 .~ . oo
.. South Culebra Bluff “23” Well Na. 9. ........30-015-26369 ... .. UnitO, Section 23 ... i,
. -South Culebra Bluff “23” Well No 10 .- 30-015-33606. =~ ::Unit P, Section23 . -~ ;
- Merland Well No,.1.. ol . 30-015-33840. - - .. UnitB, Section. 26

| i..;Merland Well No.2 " — N 130 015 33838 Lo l‘~<’ﬂUmtA Sectron 26

,,,,,,

. 'w1th the procedure set forth in Fmdmg No. (8) above.

= (3) Productlon from the Sub] ect wells shall be transported and stored at the RB
Operatmg Company Brantley Central Tank Battery to be located in the SE/4 SW/4 of
Section23. . .

(4) Any expansion of the “project area” described in Ordering Paragraph No.-
(1) above, or the addition of any wells producing from a pool other than the East Loving-
Brushy Canyon Pool may be approved only after notice and heanng ‘

(2) Productlon shall be allocated to each of the subject Wells in accordancev . o
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(5) . Additional . wells producing from the East Lovmg-Brushy Canyon :Pool -
may be added to this: surface commingling authonty in accordance with the followmg
administrative procedure

(a) - only wells. that are - located wrthm the “project
a area”, set forth in Ordering Paragraph No. (1) may

-:be added to thls commmghng authonty; : R I

(). RB Operatlng Company shall file a Division Form
C-107-B complete w1th all attachments; and

() RB Operating 'C_ompany shall only be reqmred to
-~ - provide. notice of its application -to those interest
- v.:owners that acquired an interest in the “project
.. -area” subsequent to the entry of this order, or to
“any -intérest owner: that did not receive notice of
this ongmal application.

(6) Junsd1ct10n is. hereby retamed for the entry of such further orders asi the' IR -

D1v1sron may deem necessary

DONE at Santa Fe New Mex1co, on the day and year heremabove des1gnated




