O KELLAHIN & KELLAHIN
Attorney at Law

W, THOMAS KELLAHIN TELEFHONE 505-082-428%5
706 GONZALES ROAD FACSIMILE 505-982-2047
SANTA FE, NEW MEXICO 87501 R TKELLAHIN®@COMCAST.NET
; N
January 30, 2009

NOTICE OF THE HEARING OF THE FOLLOWING
NEW MEXICO OIL CONSERVATION DIVISION CASE:

TO: Allisen Unit's Interest Owners

Re: Application of. Burlington Resowrces Oil & Gas Company LP for a dowinhole
commingling reference case for its Allison Unit pursuant to Division Rufe 303.E Rio
Arriba County, New Mexico

On behalf of Burlington Resources Oil & Gas Company LP, please find enclosed our
referenced application for the Allison Unit that has been set for hearing on the New Mexico Oil
Conservation Division Examinet's docket now scheduled for §:15 a.m. March 5, 2009. The
hearing will be beld in Porter Hall in the Division’s offices located at 1220 South Saint Francis
Drive, Santa Fe, New Mexico, 87505.

As an interest owner who may be affected by this application, we are notifying you of

. your right fo appear at the hearing and participate in this case, including the right 1o present
evidence either in support of or in opposition to the application. You are not required to attend this

hearing, but as an owner of an interest that may b¢ affected by this application, you may appear

and present testimony. Failure to appear at the hearing may preclude you from any involvement in

appear in this case or o oppose the proposed risk charge (See Order R-11992), then you are
requited to file a Pre-Hearing Statement with the Division not later than 5:00 PM on Thursday,
February 26, 2009, with a copy delivered to the undersigned. The Pre-Hearing Statément should
include: the names of the parties and their attameys; a concise staternent of the case; the names of
all witnesses the party will call to testify af the hearing; the approximate time the party will need to
present its case; and the identification of any pr.qgedural matters that are to be resolved prior to the
hearing,. 3

Very truly y

W. Thomas Keliahin

this case at a later date. V,o

Pursuant to the Division's Rule 1208.B, you are further notified that if you desire to [{




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
Ol CONSERVATION DIVISION

IN THE MATTER OF THE HEARING CALLED £
BY THE OIL CONSERVATION DIVISION .
FOR THE PURPOSE OF CONSIDERING: 52

—
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-
APPLICATION OF BURLINGTON RESOURCES CASEND;
OIL & GAS LP COMPANY TO AMEND oo
ORDER R-9918 FOR A DOWNHOLE COMMINGLING £ S

REFERENCE CASE FOR ITS ALLISON UNIT PURSUANT
TO DIVISION RULE 303.E,
SAN JUAN COUNTY, NEW MEXICO.

APPLICATION

Comes now BURLINGTON RESOURCES OIL & GAS COMPANY (“Burlington”),
by and through its attorneys, Kellahin and Kellahin, and applies to the New Mexico Oil
Conservation Division for the establishment of a downhole commingling reference case for
the Allison Unit, San Juan County, New Mexico. Applicant, in the above-styled cause, in
accordance with Division Rule 303.E, secks to establish a downhole commingling reference
case including the modification the notification rules on an aréa-wide basis authorization for
downhole comamingling of Dakota, Mesaverde, Fruitland Coal-Gas, and Pictured Cliffs
production in the wellbores of existing or fiture wells drilled anywhere within the Allison
Unit.

In support of its application, Burlington Resources Oil & Gas Company LP ("Burlington™).
states:

(1) Burlington is the current operator of the Allison Unit, which includes all vertical intervals
within the unit boundary. Said unit is "undivided" as to all working interest owners but is a
divided" unit for royalty and overriding royalty interest owners which results in différent
royalty participating areas for production from various pools.
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(2) The Allison Unit contains 13,774.22 actes and is located in portions of Sections 7,8,9. 16-
21,28-31 T32N R6W and in portions of Sections 9-16, 23-26 T32N, R7W all as set forth in
Division Order R-24, attached as Exhibit "A"

(3) The abscnce of the establishument of a "reference case" as provided in Rule 303.E,
Division general state-wide Rule 303.C requires thal administrative applications in areas of
the Allison Unit containing non-participating areas for downhole commingling of gas
production be submitted, processed and approved on a well by well basis including
notification by certified mail return receipt requested to each interest owner where ownership
is not common in the zones to be commingled.

(4) By Order R-9918, dated June 17, 1993, predates the Division current Rule 303.E for a
“reference case” but did authorized the adoption of an administrative procedure for the
dowrhole commingle of Blanco-Mesaverde and Dakota Pool production within the
participating areas of the Allison Unit without additional notice to each affected interest
owners within the Unif area.

(5) Thereafter, as a result of the entry of Order R-11363, dated April 26, 2000, the Basin-
Dakota and the Blanco-Mesaverde Pools were approved as “pre-approved pools" for
downhole commingling of production thus eliminating the need to justify pressure and
economic criteria on a well-by-well basis.

(6) In additional, allocation formula are administered and approved by the District Office of
the Division. '

(7) Now Burlington seeks to Amend Order R-9918 to establish a downhole commingling
reference case to extend the currently approved modified notification rules to the entire
Allison Unit. Order R-9918 authorization downhole commingling of Dakota and Mesaverde
gas production in the wellbores of existing or future wells drilled anywhere within Dakota
and Mesaverde parlicipating areas within the Allison Unit. Applicant seeks to expand this
order to also (a) include the Picture Cliffs formations and Fruitland Coal-Gas Pool, (b)
include non-participation areas acreage within the Allison Unit, and (c) delete additional
notice to each affected interest owners anywhere within the unitarea. —

(8) Currently, the Division still requires the applicant for downhole commingling for the
Allison Unit to notify in writing to each interest owner in the non-participating areas where
ownership is not common in the zones to be commingled.

(9) For the Allison Unit this rule requires notice to approximately 450 interest owners at
current development levels.
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(10) In suppott of its request to establish a "reference case" to delete the requirement that
each application for downhole commingling be sent to each interest owner affected.
Burlington will provided evidence and testimony which will demonstrated that:

(a) because this is an undivided unit for working interest but a “divided” unit for
royalties and overrides with various participating areas, the interest ownership
between any zones to be downhole commingled within a given wellbore in the .
Unit will therefore not be common;

(b) pursuant to Division Rule 303. D, applicant is currently required to notify all
interest owners in the non-participating areas of the Allison Unit every time a
Form C-107-A is submitied to the Division which can involve as many as 450
different owners; and,

(¢} providing notice to each interest owner in the unit of subsequent downhole >

commingling application is unnecessary and is an excessive burden to the
applicant.

(d) Burlington, without objection, has successfully downhole commingled
Mesaverde and Dakota production pursuant to Order R-9918,

. (¢) Burlington contends that Order R-9918 should be expanded to include the
Fruitland Coal-Gas Pool and the Pictured Cliff Pools

{f) Burlington owns 97.56]1711% of the working interest in all formations in the 3
Allison Unit.

(2) Burlington and ConocoPhillips have previously received reference orders for
notice purposes on the following Units: '

ORDER ORDER
ORIGIN NUMEBER DATE UNIT NAME

Br R-9918 7611893 Allison )
Br R-10786  4/3/1887  Canyon Largo
Br R-12867 113/2008  San Juan 274
Br R-10894  11/12M898  San Juan 27-5
Br R-12865 1/3/2008  San Juan 28-4
Br R-10695  11M12/1996 San Juan 28-5
Br R-10696  11/12/1986  San Juan 28-6
Br R-10697 11/8/1996  San Juan 28-7
Br R-12866 1132008  San Juan 30-6
Br R-10892 11/1/1996  San Juan 32-9
CoP R-11188 5/25{1899  San Juan 31-6
CoP R-11210 6/21/1999  San Juan 32-7
CoP R-10476-B  10/17/1997  San Juan 28-7
CoP R-10770  2/21/1987  San Juan 29-5
' CoP R-11187 4/25(1999  San Juan 28-8
CoP R-10771 212111997 San Juan 30-5
CoP R-11189 5(25/1989  San Juan32-8
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(11) The ownership is not common between the pools/formations within the Allison Unit and
notification in this case by certified mail return receipt constitutes satisfactory notification in
all subsequent cases to each interest owner where ownership is not common in the zones to
be commingled.

(12) Burlington therefore requests that the Division authorize that all future downbole
commingling applications received by the Division after the effective date for amended order
R-9918 for downhole commingling of production from wells within the Allison Unit may
cite the order entered in this case as a reference case for:

elimination of unnecessary notice: such that any future or further notice concerning
downhole commingling applications within this unit shall not be required to any
owner (including royally, overriding royalty or working interest owners) in instances
where ownership are not common or percentages are not identical in the zones 1o be .
commingled '

(13) Applicant requests that this matter be docketed for hearing on the Division's Examiner
docket now scheduled for March 5, 2009.

(14) Notice of this application will be sent to all interest owners entitled to receive
production within the unit.

WHEREFORE Applicant requests that this matter be set for hearing on March 5,
2009 before a duly appointed Examiner of the Oil Conservation Division and that after
notice and hearing as required by law, the Division enter its order granting this application.

-~ Respectfully submitted

. V. Thomas Kellahin
“ KELLAHIN and KELLAHIN

706 Gonzales Road
Santa e, New Mexico §7501




BEFORE THE OIL CONSSRVATION COMMISSION
OF T¢5 STAIE OF JEW MEXICC

I8 THE MATTER OF TE HBARING CALLED BY
THE OIL SONSERVATION COMISSIC! OF THE
STATE OF MRV MEXIGO FOR THE FURPOSE OF
GORSTOERING:

CASE NO, 224
CRIER NQ. R-24

THE APPLICATON OF AMSRADA FETROLEUM CORPORA-
FI0N FOR 4} ORUER FOR FINAL APPROVAL OF TIE
ALLTSOK UNTT AGREEMENT EHERAGING IANDS LOGATED
AS DESCRIBZD IN THE APPLIGATION I TOUNSNIP 32
NORTH, RANGE 6 WEST, AND TGWNSETP 32 NORTH, RANGE
7 WEST, N.HM.P.¥., BAW JUAR COUNTY, MEW MEYicO,
AND OTIGR LANDS TOCATED IN THE STATE CF GOLORADQ,
ALL T WTAINING 13,774.22 ACRES,

ORIER _OF THE _COMpISSION
BY TBE COMMISSION:

This csuse coming on for hearing ab 10:00 o'clock a.m., on the lith
day of Juns, 1950 bafore the 0il Copservation Cormission pursusnt to notice
herptofore duly given by said Commissinng

The Cormissicn having heerd and considered testimony adduced ab said
heariang, being fully edvised ir said premisest

. FIIDS that the A1llison Unit Plun will in principle tend to promote
the congervation of oil and gas, end & prevention of waste;

IT 18 TEAEFORE ORDERED:
That the oxder herain shall be known as the:
RALLISON UMIT AGREEMENT ORUER®

SECTYOR 1. (a)  That the Imit herein shall be known as the Adlison
Unit Asreemsnt, and shall hereirafter be referred to as the Unit,

(b) That the plan by uwhich the unit shell bo operated
shall be esbraced in tke form of wnit agreement for the develovment and
pperatior of the Allison Unit Ares veler¥ed to in the pebitioner's peti-
tion and £iled with sald cetition, and such plen shall be ¥nown as the
#llison Dnit Agreement Flan,

SECTIUN 2. Thet the Allison Unit Awrc¢ement FPlan shall be and is
heraby apuroved in prineirle as & propex eox_&sawatmon mesure; provided,
hovever, that notvithstanding eny of the provigions, conbained in said
Init Acreement, this approvel 6f geid agreemont shall nobt be conasidered
as walving or relinqmshing in eny wanner epy rights, dubies or obligations
which 8Ye now or may hereafter be bested in the Ney Mexico. 0il Conservation
Commission by law relabive to the suporvision #nd control of operations for
exploration and development of any lends comzitied bo said Allison Unit
Agregment or relative to the production of o0il and gas therefroms




SECTION 3. (&) That the Unit Area shall bes
WEW #EXI0O PRINCIPAL JiRIDIAN

TGHSHIE 32 NORTH, RANGE 6 WEST, H.J.P.H,. Ny FEXICO

A0RES
Saction 71 Lots 1,2,3,4,5,6,7; SB/4 Wi/4 549,
Ef2 8W/hy S/2 W&/l SE/L K1
f B Lots 1,2,3,43 8/2 W2y s8/2 544,82
LI ] s»yz, 160,00
roo1b: UR - 320,00
f 17: AL 640,00
" 18; Lots 1,2,3,45 B/2 4/2; B/2 A1l 637,82
% 19 Lote 1,2,3,43 B/2 ¥/2; B/2 411 636,83
o 20: ALl 640,00
TooAs W2 320,00
# a8y W2 320,00
*oopgr A1 640,00
" 30: Lots 1,2,3,435 E/2 W/2; B/2 AL 634,42
3l Lot 1; XE/L N4y NE/L; W/2 SE/G 318,39
TOGNSHIE 32 HORTH, RANGE 7 WEST, N.M.P.M, . MW DEXICO
Bection 9z Lots 1,2,3; B/4; B/2 suf4 298,15
#  10:r Lots 1,2,3,4; S/2 (Fractional, Al1) 397,56
1 11 Lobs 1,2,3,4 8/2 % s 398,25
noo1R: Iote 1,2,3,4; 872 n L 399,00
® I3 AL 640,00
14 A 640,00
155 Al 640,00
" 16; E/2 320,00
" 235 NW/4; B/2 480,00
" 24 A1) 640,00
8 25y WW/4; W/2 NEf4; 5/2 NE/4 320,00
" 26: NE/Y 160,00
TOWNSEIP 32 NORTH, RANGE 6 WEET, W.MLP.H,, GOLORADO

Section 19t Fractional, A1l 450,68

" 20: Lots 1,2,3,4; 5/2 §/2; W/2 NE/4;
N/2 Mi/4 (Fractional, A11) 448,96
n 211 Lota 1,2,3,43 8/2 /25 W/, W/4 328,40
22y Lots 1,2,3,4; SW/4 WB/Ly 5/2 M/4 246,24

N, NORTH, AANGE 7 WEST, N, M,P.M,, GOLO

Section 231 Lot 1; B/2 NB/4 , 119,60
¥ 24t Fractional, A1l 5,36
TOTAL ACRES e 30 1Tk 22

(b) The ebove reference to land in the State of Colorado shall not
bs construsd as any attempt on the part of thias Commlssi-m to exercise

Jurisdiction over such lands,

(¢) The Unit area may be enlarged or diminished as provided in

gaid Flan,

SEGTION 4. That the Unit operstor shalld file with the Commission an
executed original, or execiuted acunterperts thersof, of the Allison Unit

Azreermant not later than 30 days after the effective dete thereof.

SECTION 5. That any pariy owming rights in the unitized substances who
does not commit such rights to said Thit Agresment before the effactive date
thereof mey thersefter hecame a paxty thereto by subscribing to such Agreement
or a vountexrpert thexeof. ZThe Unit Operator shell file with the Commigsion

within 30 days an original of ony svch counterpart,

SECTION 6, That the ordar berein shall becoms effective on the fireb
day of the calendar month next following the srproval of Commissioney of Tublic

Lands apd the Secretary of the Interior and shell terminste ipso facto on the




termination of said Unit Agresment. The last Unit Oparator ghall irmediately
nobify the Commission in writing of such terminafion,

DOME at Santa Fe, New Maxico, on the day and yeay hereinsbove designated.

STATE OF NEW MEXIGO
OIL GONSERVATION COMMESSION

THOMAS J. MABRY, CHATRMAN

GUY SHEPARD, MEMEER

R. R, SPUIRIER, SEGFETARY




STATE OF NEW MEXICO
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IN THE MATTER OF THE HEARING CALLED -
BY THE OIL CONSERVATIONDIVISON e
FOR THE PURPOSE OF CONSIDERING: _ =
P
e
APPLICATIONS OF BURLINGTON RESOURCES CASE No. 14281

OIL & GAS COMPANY LP TO AMEND ORDER R-9918§

FOR DOWNHOLE COMMINGING REFERENCE CASE

FOR THE ALLISON UNIT, SAN JUAN COUNTY,NEW MEXICO
PRE-HEARING STATEMENT

This pre-hearing statement is submitted by Burlington Resources Qil & Gas Company LP
(Burlington) as required by the New Mexico 0l Conservation Division.

APPEARANCES OF THE PARTIES

APPLICANT ATTORNEY

Burlington Resources Oil & Gas Company W. Thomas Kellahin

3401 East 30™ Street 706 Gonzales Road

Farmington, NM 87402 Santa Fe, New Mexico 87501
Attn: Alan Alexander phone 505-982-4285

Phone 505-326-9757 Fax  505-982-2047
OPPONENT ATTORNEY
None

NMOCD CASE 14281
Burlington’s Pre-Hearing Statement
Page 1

v



STATEMENT OF THE CASE

APPLICANT:

Burlington, in accordance with Division Rule 303.E, seeks to amend a downhole
commingling reference case to extend to the entire Allison Unit. Order R-9918 authorization
downhole commingling of Dakota and Mesaverde gas production in the wellbores of existing or
future wells drilled anywhere within the Dakota and Mesaverde participation areas of the Allison
Unit. Applicant seek to expand this order to also (a) include the Picture Cliffs formation and
Fruitland Coal-Gas Pool, (b) include non-participation areas acreage within the Allison Unit, and
(c) delete additional notice to each affected interest owners within the unit area. The Allison Unit
is located in portions of Sections 7, 8, 9, 16-21, 28-31, T32N, R6 W, and in portions of Sections
9-16, 23-26, T32N, R7W, NMPM. Said unit is located approximately 4.2 miles south of Allison,
Colorado.

In support of its request to establish a "reference case” to delete the requirement that each
application for downhole commingling be sent to each interest owner affected. Burlington will
provided evidence and testimony which will demonstrated that:

(a) because this is an undivided unit for working interest but a ‘divided unit for royalties
and overrides with various participating areas, the interest ownership between any
zones to be downhole commingled within a given wellbore in the Unit will therefore
not be common,;

{b) pursuant to Division Rule 303. D, applicant is currently required to notify all interest
owners in the non-participating areas of the Allison Unit every time g Form C-107-
A is submitted to the Division which can involve as many as 450 different owners;

(c) providing notice to each interest owner in the unit of subsequent downhole
commingling application is unnecessary and is an excessive burden to the applicant.

(d) Burlihgton, without objection, has successfully downhole commingled Mesaverde
and Dakota production pursuant to Order R-9918,

(e) Butlington contends that Order R-9918 should be expanded to include the F ruitland
Coal-Gas Pool and the Pictured Cliff Pools

(f) Burlington owns 97.561711% of the working interest in all formations in the Allison
(g) Unit.

Burlington and ConocoPhillips have previously received similar reference orders in 14 of
their operated Federal Units.

NMOCD CASE 1428)
Burlington’s Pre-Hearing Statement
Page 2




The ownership is not common between the pools/formations within the Allison Unit and
notification in rhis case by certified mail return receipt constitutes satisfactory notification in all
subsequent cases to each inferest owner where ownership is not common in the zones to be
commingled.

Burlington therefore requests that the Division authorize that all future downhole commingling
applications received by the Division after the effective date for amended order R-9918 for
downhole commingling of production from wells within the Allison Unit may cite the order
entered n this case as a reference case for;

elimination of unnecessary notice: such that any futwre or further notice concerning
downhole commingling applications within this unit shall not be required to any owner
(including royally, overriding royalty or working interest owners) in instances where
ownerships are not common or percentages are not identical in the zomes to be
commingled

-

Notice of this application has been sent to all interest owners entitled fo received notice.

APPLICANT
WITNESSES EST. TIME EST. EXBIBITS
Micah Wolfe (landman) 20-30 min, 12
Kassadie Gastgeb (Engineer) 1hr .25
PROCEDURAL MATTERS

KT LAHINVE KELLAHIN

NMOCD CASE 14281
Burlington’s Pre-Hearing Statement
Paye 3
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