PROPOSED RULE CHANGES
TO
RULE 303 - DOWNHOLE COMMINGLING
DRAFT DATED 2/22/00

303 SEGREGATION OF PRODUCTION FROM POOLS
303.A. SEGREGATION REQUIRED

(1)  Each pool shall be produced as a single common source of supply and wells
therein shall be completed, cased, maintained, and operated so as (o prevent
communication, within the wellbore, with any other specific pool or horizon, and the
production therefrom shall at all times be actually segregated, and the commingling or
confusion of such production, before marketing, with production from any other pool or
pools is strictly prohibited.

303.B SURFACE COMMINGLING

(no change)

303.C DOWNHOLE COMMINGLING

(1)  The Division may grant an exception to Rule 303.A to permit the commingling of
multiple producing pools in existing or proposed wellbores when the following conditions
are met:

(a)  the fluids from each pool are compatible and combining the fluids
will not result in damage to any of the pools;

(b) the commingling will not jeopardize the efficiency of present or
future secondary recovery operations in any of the pools to be commingled.

(c)  the bottom perforation of the lower zone is within 150% of the depth
of the top perforation in the upper zone and the lower zone must be at or
below normal pressure with normal pressure assumed to be 0.433 psi per
foot of depth. If the pools to be commingled are not within this vertical
interval, then evidence will be required to demonstrate that commingling
will not result in shut-in or flowing wellbore pressures in excess of the
fracture parting pressure of any commingled pool. The fracture parting
pressure shall be assumed to be 0.65 psi per foot of depth unless the
applicant submits other measured or calculated pressure data acceptable to
the Division.

(d) the commingling will not result in the permanent loss of reserves due
to cross-flow in the wellbore;



2)

(e)  fluid-sensitive formations which may be subject to damage from
water or other produced liquids shall be protected from contact from such
liquids produced from other pools in the well;

(f)  If any of the pools being commingled is prorated, or the well's
production has been restricted by Division order in any manner, the
allocated production from each producing pool in the commingled wellbore
shall not exceed the top oil or gas allowable rate for a well in that pool or
rate restriction applicable to such well;

(g)  the commingling will not reduce the value of the total remaining
production; and

(h)  correlative rights will not be impaired.

The Division Director may rescind authority to commingle production in a
wellbore and require the pools to be produced separately if, in the Director’s opinion,
waste or reservoir damage is resulting, correlative rights are being impaired or the
efficiency of any secondary recovery project is being impaired, or if any changes or

conditions renders the installation no longer eligible for downhole commingling.
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When the conditions set forth in Rule 303.C(1) are satisfied, the Division may

approve a request to downhole commingle production in one of the following ways:

(a) Individual Exceptions: Application to downhole commingle
wellbores located outside of an area not subject to a downhole commingling
order issued in a "reference case" and not within a pre-approved pool or
area shall be filed on Division Form C-107-A with the Division Director.

@) The Division Director may administratively
approve a Form C-107-A application, in the
absence of a valid objection filed within 20-days
after receipt of the application by the Division
if, in the Director's opinion, waste will not
occur and correlative rights will not be
impaired.

(i) in those instances where the ownership or
percentages between the pools to be
commingled is not identical, applicant shall send
a copy of Form C-107-A to all interest owners
in the spacing unit by certified mail (return
receipt).
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(1)  applicant shall send copies of Form C-107-A to
the Commissioner of Public Lands for the State
of New Mexico for wells in spacing units
containing state lands or the Bureau of Land
Management for wells in spacing units
containing federal lands.

(iv) In those instances where notice to interest
owners is not required, the Division staff shall
be provided a minimum of 15 days after receipt
of an administrative application for processing
an approval or denial.

(v)  The Division Director, at the Director's
discretion, may set any administratively filed
Form C-107-A application for hearing.

(b)  Exceptions for wells located in pre-approved pools or areas:

Applications to downhole commingle wellbores within pools or areas which
have been established by the Division as "pre-approved pools or arcas”
pursuant to Rule 303.C(4)(b) shall be filed on Form C-103 (Sundry Notice
of Intent) at the appropriate Division District Office. In addition to the
information required by Form C-103, the applicant shall include:

(1) Division order number which established pre-
approved pool or area.

(ii))  names of pools to be commingled;

(iii) perforated intervals:

(iv)  allocation method and supporting data;

(v) a statement that the commingling will not
reduce the value of the total remaining
production;

(vi) in those instances where the ownership or
percentages between the pools to be
commingled is not identical, a statement

attesting that applicant sent notice to all interest
owners in the spacing unit by certified mail
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(return receipt) of its intent to apply for
downhole commingling and no objection was
received within 20 days of sending this notice;
and

(vii) a copy of the Division Form C-103 shall be sent
to the Commissioner of Public Lands for the
State of New Mexico for wells in spacing units
containing state lands or the Bureau of Land
Management for wells in spacing units
containing federal lands using Sundry Notice
Form 3160-5.

The supervisor of the appropriate Division District Office may approve the
proposed downhole commingling following receipt of Form C-103.

(c)  Exceptions for wells located in areas subject to a downhole
commingling order issued in a "reference case": Applications to
downhole commingle wellbores within an area subject to a Division order
which excepted any of the criteria required by Rule 303.D or by Division
Form C-107-A shall be filed with the supervisor of the appropriate Division
District Office and, except for the place of filing, shall be in accordance
with the requirements of the applicable order issued in that "reference
case".

(4)  Applications for establishing a "reference case" or for pre-approval of downhole
commingling on an area-wide or pool-wide basis:

(a) Reference cases: If sufficient data exists for a lease, pool, formation,
geographical area, etc., so as to render it unnecessary to repeatedly provide such data on
Form C-107-A, an operator may except any of the various criteria required under
Paragraph 303.C or set forth in Division Form C-107-A by establishing a "reference
case". The Division, upon its own motion or by application from an operator, may
establish "reference cases" either administratively or by hearing. Upon Division approval
of such "reference cases" for specific criteria, subsequent applications to downhole
commingle (Form C-107-A) will be required only to cite the Division order number
which established such exceptions and shall not be required to submit data for those
criteria. Cases involving exceptions to the specific criteria required by Rule 303.C or by
Division Form C-107-A may be approved by the Division after notice sent to all interest
owners in the affected spacing units by certified mail (return receipt) and based on
evidence that such approval would adequately satisfy the conditions of Rule 303.C(1)

(b)  Pre-approval of downhole commingling on a pool-wide or area-

wide basis:  If sufficient data exists between two or more pools or within
a geographical area for multiple formations or pools which have previously
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been commingled or are proposed to be commingled, the Division, upon its
own motion or by the application from an operator, may establish downhole
commingling on a pool-wide or area-wide basis either administratively or
by hearing:

) Applications for pre-approval shall include all of the
data required by Division Form C-107-A, a list of the
names and address of all operators in the pool, all
previous orders authorizing downhole commingling for
the pools or areas sought, a map showing the location
of all wells in the pool or area and indicating which
wells have been approved for downhole commingling.

(i)  Applications for pre-approval of downhole
commingling on a pool wide or area wide basis may be
approved by the Division after notice sent to operators
in the affected area or pool by certified mail (return
receipt) and based on evidence that such approval
would adequately satisfy the conditions of Rule 303.C

(iii))  Upon approval of certain pools or areas for downhole
commingling, subsequent applications for approval to
downhole commingle wells within those pools or areas
may be obtained by filing a Division Sundry Notice
(Form C-103) in accordance with the procedure set
forth in Rule 303.C(4)(b)

(¢)  The Division will maintain and continually update a list of pre-approved
pools as set forth in Rule 303.C(6).

(5) Pre-approved pools and areas:
Downhole commingling is hereby approved within the described pool
combinations or geographical areas set forth in Exhibit "A", provided, however, that the

operator shall file Form C-103 (Sundry Notice of Intent) with the appropriate Division
District office in accordance with the procedure set forth in Rule 303.D(3)(b).
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PROPOSED RULE CHANGES
TO
RULE 303 - DOWNHOLE COMMINGLING
DRAFT DATED 1/14/00

303 SEGREGATION OF PRODUCTION FROM POOLS

303.A. SEGREGATION REQUIRED

(1) Each pool shall be produced as a single common source of supply and wells
therein shall be completed, cased, maintained, and operated so as to prevent
communication, within the wellbore, with any other specific pool or horizon, and the
production therefrom shall at all times be actually segregated, and the commingling or

confusion of such production, before marketing, with production from any other pool or
pools is strictly prohibited.

303.B SURFACE COMMINGLING

(no change)

303.C DOWNHOLE COMMINGLING
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(iv) (a) the fluids from each zene ppot are compatible with-the-fluids-from
the—eﬂaer(s)— and comblmng the ﬂulds will not result i in theformation—of
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future secondary recovery operations in any of the zenmes p
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due to cross-flow in the wellbore;
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for a lease, pool, formation,

. s to render it unnecessary to re atedly provide such data on
Form C-107-A, an operator may except any of the various criteria required under
Paragraph 303.D of this rule by establishing a "reference case". The Division, upon its
own motion or by application from an operator, may establish "reference cases” either
administratively or by hearing. Upon Division approval of such "reference cases" for
specific criteria, subsequent applications to downhole commingle (Form C-107-A) will
be required only to cite the Division order number which established such exceptions and
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shall not be required to submit data for those criteria.







