
BEFORE THE NEW MEXICO OIL CONSERVATION DIVISION 

APPLICATION OF MALLON OIL COMPANY 
FOR THE ESTABLISHMENT OF A DOWNHOLE 
COMMINGLING REFERENCE CASE PURSUANT 
TO DIVISION RULE 303.E AND THE ADOPTION 
OF SPECIAL ADMINISTRATIVE RULES 
THEREFOR, SANDOVAL COUNTY, NEW MEXICO. CASE NO. //' ? 

APPLICATION 

M a l l o n O i l Company hereby makes a p p l i c a t i o n f o r an o r d e r 

e s t a b l i s h i n g a downhole commingling r e f e r e n c e case f o r downhole 

commingling o f p r o d u c t i o n from t h e F r u i t l a n d Coal, P i c t u r e d C l i f f s , 

Mesaverde, Mancos, and Dakota f o r m a t i o n s u n d e r l y i n g p r o j e c t e d 

S e c t i o n s 4 t h r o u g h 10, Township 22 N o r t h , Range 4 West, N.M.P.M., 

Sandoval County, New Mexico, and i n s u p p o r t t h e r e o f s t a t e s : 

1. A p p l i c a n t i s t h e o p e r a t o r o f J i c a r i l l a Apache T r i b a l 

C o n t r a c t No. 434, c o v e r i n g S e c t i o n s 4, 5, and 6, and J i c a r i l l a 

Apache T r i b a l C o n t r a c t No. 43 5, c o v e r i n g S e c t i o n s 7, 8, 9, and 10, 

w i t h i n t h e a f o r e s a i d t o w n s h i p and range, and has t h e r i g h t t o d r i l l 

a w e l l o r w e l l s t h e r e o n . 

2. D i v i s i o n Rule 3C3.C r e q u i r e s t h a t a d m i n i s t r a t i v e 

a p p l i c a t i o n s f o r downhole commingling be s u b m i t t e d on a w e l l - b y -

w e l l b a s i s . 

3. S u f f i c i e n t d a t a i s a v a i l a b l e from e x i s t i n g w e l l s i n t h e 

s u b j e c t area t o s u p p o r t downhole commingling- of p r o d u c t i o n f r o m t h e 

F r u i t l a n d Coal, P i c t u r e d C l i f f s , Mesaverde, Mancos, and Dakota 

f o r m a t i o n s on an area-wide b a s i s , r a t h e r t h a n on a w e l l - b y - w e l l 

b a s i s . As a r e s u l t , a p p l i c a n t r e q u e s t s t h e e s t a b l i s h m e n t o f a 

r e f e r e n c e case, p u r s u a n t t o D i v i s i o n Rule 3 03.E, under w h i c h a l l 

a d m i n i s t r a t i v e a p p l i c a t i o n s f o r downhole commingling w i t h i n t h e 



s u b j e c t area s u b m i t t e d subsequent t o t h e f i l i n g o f t h i s a p p l i c a t i o n 

r e f e r t o t h e o r d e r e n t e r e d i n t h i s case, and need n o t c o n t a i n d a t a 

on (a) m a r g i n a l economic c r i t e r i a , (b) p r e s s u r e s , (c) a l l o c a t i o n 

f o r m u l a s , and (d) n o t i c e t o any owners of p r o d u c t i o n w i t h i n w e l l 

s p a c i n g u n i t s . 

4 . Production, from t h e each s e p a r a t e f o r m a t i o n i n t h e 

s u b j e c t area i s m a r g i n a l . Thus, w e l l s cannot be d r i l l e d u n l e s s 

p r o d u c t i o n t h e r e f r o m can be downhole commingled. 

5. The p r o c e s s i n g o f downhole commingling a p p l i c a t i o n s i n 

t h e s u b j e c t area cn a w e l l - b y - w e l l b a s i s w i l l be an a d m i n i s t r a t i v e 

burden t o t h e D i v i s i o n and t h e a p p l i c a n t . 

6. Ownership i n s a i d S e c t i o n s 3 t h r o u g h 10 i s common among 

the F r u i t l a n d Coal, P i c t u r e d C l i f f s , Mesaverde, Mancos, and Dakota 

f o r m a t i o n s , f o r whi c h downhole commingling i s sought. 

7. A p p r o v a l o f a downhole commingling r e f e r e n c e case on an 

area-wide b a s i s i s i n t h e i n t e r e s t s o f c o n s e r v a t i o n , t h e p r e v e n t i o n 

of waste, and t h e p r o t e c t i o n o f c o r r e l a t i v e ; r i g h t s . 

WHEREFORE, a p p l i c a n t r e q u e s t s t h a t , a f t e r n o t i c e and h e a r i n g , 

t h e D i v i s i o n e n t e r i t s o r d e r : 

(a) A p p r o v i n g a r e f e r e n c e case f o r S e c t i o n s 4 t h r o u g h 

10, Township 22 N o r t h , Range 4 West, e s t a b l i s h i n g ( i ) 

m a r g i n a l economic c r i t e r i a , ( i i ) p r e s s u r e c r i t e r i a , ( i i i ) 

a l l o c a t i o n f o r m u l a s , and ( i v ) a m o d i f i c a t i o n o f n o t i c e 

r u l e s , f o r downhole commingling of p r o d u c t i o n from t h e 

F r u i t l a n d Coal, P i c t u r e d C l i f f s , Mesaverde, Mancos, and 

Dakota f o r m a t i o n s ; and 
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(b) Granting such other r e l i e f as the D i v i s i o n deems 

proper. 

R e s p e c t f u l l y submitted, 

HINKLE, COX, EATON, COFFIELD 
HENSLEY, L.L.P. 

%jr L: 

James Bruce 
Post O f f i c e Box 2 06 8 
Santa Fe, New Mexico 87504-2068 
(505) 982-4554 

Attorneys f o r Mallon O i l Company 
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PROPOSED ADVERTISEMENT 

Case .- G"7 : Application of Mallon O i l Company for the 

establishment of a downhole commingling reference case pursuant t o 

D i v i s i o n Rule 303.E, and the adoption of a d m i n i s t r a t i v e r u l e s 

t h e r e f o r , Sandoval County, New Mexico. A p p l i c a n t , i n accordance 

w i t h D i v i s i o n Rule 3 03.E, seeks t o e s t a b l i s h a downhole commingling 

reference case t o provide f o r (a) marginal economic c r i t e r i a , (b) 

pressure c r i t e r i a , (c) a l l o c a t i o n formulas, and (d! m o d i f i c a t i o n of 

n o t i f i c a t i o n r u l e s , on an area-wide basis, f o r downhole commingling 

of p r o d u c t i o n from the F r u i t l a n d Coal, P i c t u r e d C l i f f s , Mesaverde, 

Mancos, and Dakota formations i n the wellbores of f u t u r e w e l l s 

d r i l l e d w i t h i n Sections 4 through 10, Township 22 North, Range 4 

West, NMPM. Said area i s centered approximately at the 

i n t e r s e c t i o n of State Highways 44 and 537. 



H I N K L E , C O X , E A T O N , C O F F I E L D 8C H E N S L E Y , 

PA . _ W - I A T C N 

s R / ' ~ E C C F F I E L D 

) L l L H E h S - E " . „ R 

U A - T c S H A N O R 

f l C L A N P - E R E 

C D 

M A P S 

D: 

=• T l N N I N J R 

U - G M A R T s N 

C C C U R T N E V 

PA"" T E P S O N " 

, K G ^ . ' - S - - U N S F O R D 

C M C L A S J N O E D I N G 

^ A L E E P L Z Z E L L J R 

l i L A ' l B B u R F O R O * 

R C - A R D E C L S C N 

C H A ^ D P W I ^ F C N G * 

O M A S J M c B R D E 

^ M V S C U S A C K 

J E F F R E V L F O R N A G I A R 

„ E . " R E Y D - E W E T T 

„ A M E S B R U C E 

J E R R Y - S H A C K E L F O R D * 

„ EFF" R E Y w H E - L H f J R G " 

S S ' 
3 T T 5 A L B E R T 

T H C M A S M H N A F . K C 

J O H N C C H A M B E R S * 

G A R " " D C O M P T O \ l " 

W - B R I A N . J P ' 

R U S S E L ^ J B A I L E E -

S T E V E N D A R N O L D 

" H O M A S C . H A I N E S J P 

G R E G O R Y j \ B E R T 

" R E D VJ S C H W E N D I M A N N 

J A M E S M H U D S O N 

J E F F R E Y S B A i R D * 

L . L . P . 
A T T O R N E Y S A T L A W 

S I S M O N T E Z J M A p O S T O F F I C E ; B O X 2 C & S 

S A N T A F E , N E W M E X I C O 8 7 5 0 4 - 2 0 G 3 

( 5 0 F 5 ) 9 8 J - 4 5 5 4 F A X ( S O 5 ) 9 8 5 - 8 5 2 5 

' I S C O C X J P ' ' 1 9 2 - 1 - 1 3 9 3 ) 

F . \ C F . F H \ K L Z H 3 0 I - I 9 S B . 

O v C A L - i C U N * J O E W W C C D 

RICPAR:. .. ;:AZZELL* RAY V; RICHAP 
A „ S " I N A F F I L I A T I O N 

: ; F T M A N £. S T E P H E N S . P C 

- • ' . E N N E T H R H O F F M A N * 

* C M C S ' E P H H I N S * 

• O N A L O C S C H U . T 7 J P * 

J C S E C A N C * 

K:MAS Z HOOD* 
- , A A N I C H O L S J O H N S O N 

• • l i _ E " K K C T O V S K Y . J R 

-. L _ E N S C A S E Y 

( . A R f T C A R T E R L J D E W I G 

G B A R R Y P A . S N E R 

• V s A T T L B R O O K S " 

" ! A J ! D M R U S S E - L * 

- N D R E W _ C L O U T I E R 

T E C ' H A N I E L A N D R Y 

• ; i R " E M O E L L i \ G " 

D A N E F I S H E R 

. U L E P N E E R K E N 

W I L L A M P S L A T E R Y 

- ; I F . r O P H E R M M O O D Y 

. C - i N D P H i L - l P S 

E A R L R. N D R R l S 

A M I S A G I L L E S P I E 

- A, R < j A R E T R M C M E T T 

G A R Y V / L A R S O N 

U S A K. S M I T H * 

N O R M A N D C W A R T 

D A R R E N T G R O C E * 

M O I Y M C I N T O S H 

M A R C I A B L I N C O L N 

S C O T T A S H U A R T * 

P A J L G N A S O N 

A M V C W R G H T * 

B R A D L E Y G . E I S H O P * 

K A R O _ v N K I N G N E L S O N 

E L L E N T L O U D E r i B O J G H 

J A M E S H W C C D * 

N A N C Y L S T R A T T O N 

" T I M O T H Y R B R O W N 

J A M E S C M A R T I N 

K A T H L E E N M H A L L 

::ENSED IN NEW MEXICC 

Hand D e l i v e r e d 

December 17, 1996 

Fl o r e n e Davidson 
New Mexico O i l C o n s e r v a t i o n D i v i s i o n 
2040 South Pacheco S t r e e t 
Santa Fe, New Mexico 87505 

Dear F l o r e n e : 

Enclosed are an o r i g i n a l and two c o p i e s o f an a p p l i c a t i o n f o r 
downhole commingling, t o g e t h e r w i t h a proposed a d v e r t i s e m e n t , f i l e d 
on b e h a l f o f M a l l o n O i l Company. 

Please s e t t h i s case f o r t h e January 9, 1997 Examiner h e a r i n g . 
Thank you. 

Very t r u l y y o u r s , 

HINKLE, COX, EATON, COFFIELD 
St HENSLEY, L.L.P. 

"James Bruce 

A t t o r n e y s f o r M a l l o n O i l 
Company 
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