Summary of Proposed Changes

(1) Adopt the concept of “Pre-Approved Pools or Areas.”

To date, the OCD has issued over 2,900 permits for downhole commingling. Within
certain pool combinations, there exists substantial downhole commingling data. The
committee recommends the adoption of a procedure whereby an operator can request
administrative approval of “Pre-Approved Pools or Areas.” “Pre-Approved Pools or
Area” are certain pool combinations or areas encompassing certain pools that have
sufficient downhole commingling data available so as to qualify for an abbreviated and
streamlined procedure for obtaining subsequent downhole commingling permits. To
obtain a “Pre-Approved Pools or Areas”, an operator will File a C-107-A complete with
the additional information shown on the form as “Reference Pool.”

(2) Recommend Adoption of a List of “Pre-Approved Pools & Areas.”

The committee statistically analyzed the Division’s administrative and hearing order
downhole commingling database, and has produced a list of pool combinations and a
geographic area that it recommends be adopted as “Pre-Approved Pools & Areas.” The
proposed list contains twenty-three pool combinations in the Permian Basin and sixty-one
pool combinations in the San Juan Basin.

(3) Adopt a Streamlined Process for Approval of Downhole
Commingling in “Pre-Approved Pools or Areas.”

The committee recommends that a streamlined procedure be adopted for downhole
commingling approval of wells within “Pre-Approved Pools or Areas.” This streamlined
procedure would consist of filing a Division Form C-103 (Sundry Notice) with the
appropriate District Office. In addition to the information required by Form C-103,
minimal additional information pertaining to the proposed downhole comminling will be
required. (A copy of Form C-103 shall be provided to the Commissioner of Public Lands
for wells on State lands and a Form 3160-5 shall be provided to the Bureau of Land
Management for wells on Federal lands.)

(3) Amend the Criteria for Approval.

The committee recommends that certain criteria for approval be relaxed. The proposed
criteria, as well as the previous criteria, are shown in detail on a subsequent exhibit.

4 Amend Form C-107-A

In order to honor the proposed changes to Rule 303, the committee recommends
amending Division Form C-107-A. These changes will be shown in detail on a
subsequent exhibit.
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