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Mr. W i l l i a m J. LeMay 
O i l Conservation D i v i s i o n 
310 Old Santa Fe T r a i l , Room 219 
Santa Fe, New Mexico 87501 HAND DELIVERED 

RE: A p p l i c a t i o n of Meridian O i l Inc. 
f o r Downhol3 Commingling and f o r an 
Ad m i n i s t r a t i v e Downhole Commingling 
Procedure w i t h i n the Huerfano Sand U n i t 
Area, San Juan County, New Mexico 

Dear Mr. LeMay: 

On behalf of Meridian O i l I n c . , please f i n d enclosed 
our above-referenced a p p l i c a t i o n which we request be set 
f o r hearing on the Examiner's docket now scheduled f o r 
June 3, 1993. Also enclosed i s our proposed n o t i c e f o r 
p u b l i c a t i o n f o r t h i s case. 

By copy o f t h i s l e t t e r , i n c l u d i n g the a p p l i c a t i o n , 
t o a l l a f f e c t e d p a r t i e s , we are hereby n o t i f y i n g them by 
c e r t i f i e d m a i l - r e t u r n r e c e i p t requested, t h a t they have 
the r i g h t t o appear at the hearing, t o make a statement 
t o the D i v i s i o n , t o present evidence and cross-examine 
witnesses e i t h e r i n support of or i n o p p o s i t i o n t o the 
a p p l i c a t i o n . Also, a l l p a r t i e s e n t i t l e d t o n o t i c e are 
hereby informed t h a t pursuant t o D i v i s i o n requirements 
a l l p a r t i e s appearing i n t h i s case are r e q u i r e d t o f i l e 
a Pre-Hearing Statement w i t h the D i v i s i o n no l a t e r than 
4:00 p.m. on Friday, May 28, 1993. 

WTK/mg / 

cc: With Enclosures 
John Zent - Meridian O i l Inc. 
Alan Alexander - Meridian O i l Inc. 
BY CERTIFIED MAIL-RETURN RECEIPT REQUESTED 
A l l p a r t i e s l i s t e d on E x h i b i t s B, C & D o f the 
A p p l i c a t i o n 

W. Thomas KeiTahin 



SUGGESTED ADVERTISEMENT FOR OCD 

CASE NO. : Application of Meridian Oil Inc. for 
downhole commingling and for an administrative downhole 
commingling procedure within the Huerfano Unit area, San 
Juan County, New Mexico. 

Applicant, i n the above-styled cause, seeks approval t o 
commingle gas production from the Ballard Pictured C l i f f s 
Gas Pool and the Basin-Fruitland Coal Gas Pool w i t h i n the 
wellbore of i t s e x i s t i n g Huerfano Unit Well No. 46 
located i n Unit K (SW/4) and (W/2) of Section 23, 
Township 2 6 North, Range 9 West and Huerfano Unit Well 
No. 59 located i n Unit B (NE/4) and (N/2) of Section 26, 
Township 26 North, Range 9 West, and from the West Kutz 
Pictured C l i f f s Gas Pool and the Basin Fruitland Coal Gas 
Pool w i t h i n the wellbore to be d r i l l e d f o r the Huerfano 
Unit Well 549, t o be located i n Unit A (NE/4) and (E/2) 
of Section 33, Township 27 North, Range 10 West, NMPM 
with the i d e n t i f i e d 320-acre spacing and proration u n i t 
f o r the Basin Fruitland Coal Gas and the corresponding 
160-acre spacing and proration u n i t f o r the Pictured 
C l i f f s production to be dedicated to each said w e l l as 
indicated above. I n addition, the Applicant seeks the 
adoption of an administrative procedure f o r authorizing 
the downhole commingling of Pictured C l i f f s and Basin 
Fruitland Coal Gas Pool production i n the wellbores of 
exi s t i n g and subsequently d r i l l e d wells w i t h i n the 
Huerfano Unit area without hearing and without the 
requirement of notice to any o f f s e t t i n g operator and 
without the requirement that each i n t e r e s t owner i n the 
Pictured C l i f f s and Basin Fruitland Coal Gas Pool 
P a r t i c i p a t i n g Areas be n o t i f i e d of such commingling. The 
Huerfano Unit i s located i n portions of Townships 25, 26 
and 27 North, and Ranges 9, 10 and 11 West, San Juan 
County, New Mexico. The Southern boundary of said u n i t 
i s located approximately 15 miles northwest by north of 
Nageesi, New Mexico. 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

APPLICATION OF MERIDIAN OIL INC. 
FOR DOWNHOLE COMMINGLING AND FOR 
AN ADMINISTRATIVE DOWNHOLE 
COMMINGLING PROCEDURE FOR THE 
HUERFANO UNIT, SAN JUAN COUNTY, 
NEW MEXICO. 

Comes now MERIDIAN OIL INC., by and through i t s 

a t t o r n e y s K e l l a h i n and K e l l a h i n , and a p p l i e s t o the New 

Mexico O i l Conservation D i v i s i o n f o r approval o f an 

a d m i n i s t r a t i v e procedure f o r the Huerfano U n i t t o 

downhole commingle p r o d u c t i o n from the P i c t u r e d C l i f f s 

f o r m a t i o n and the Basin F r u i t l a n d Coal Gas Pool w i t h i n 

the Huerfano U n i t w i t h the th r e e i n i t i a l w e l l s f o r 

downhole commingling being: 

(1) Huerfano U n i t Well #46, l o c a t e d 1650 f e e t FSL 

and 1650 f e e t FWL, ( U n i t K) Section 23, T26N, R9W, NMPM, 

w i t h an e x i s t i n g 160-acre spacing u n i t c o n s i s t i n g o f the 

SW/4 and a proposed 320-acre spacing u n i t c o n s i s t i n g o f 

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

A P P L I C A T I O N 
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the W/2, both i n Section 23 and being an e x i s t i n g B a l l a r d 

P i c t u r e d C l i f f s Gas Pool w e l l t o be recompleted and 

commingled w i t h the Basin F r u i t l a n d Coal Gas Pool; 

(2) Huerfano U n i t Well #59, l o c a t e d 890 f e e t FNL 

and 1750 f e e t FEL, ( U n i t B) Section 26, T26N, R9W, NMPM, 

w i t h an e x i s t i n g 160-acre spacing u n i t c o n s i s t i n g of the 

NE/4 and a proposed 320-acre spacing u n i t c o n s i s t i n g of 

the N/2 both i n Section 26, and being an e x i s t i n g B a l l a r d 

P i c t u r e d C l i f f s Gas Pool w e l l t o be recompleted and 

commingled w i t h the Basin F r u i t l a n d Coal Gas Pool; and 

(3) Huerfano U n i t Well #549, l o c a t e d 1190 f e e t FNL 

and 890 f e e t FEL, ( U n i t A) Section 33, T27N, R10W, NMPM, 

w i t h a proposed 320-acre spacing u n i t c o n s i s t i n g o f the 

E/2 and a proposed 160-acre spacing u n i t c o n s i s t i n g o f 

the NE/4 both i n Section 33 and being a new w e l l t o be 

d r i l l e d f o r commingling of West Kutz - P i c t u r e d C l i f f s Gas 

Pool and B a s i n - F r u i t l a n d Coal Gas Pool p r o d u c t i o n ; 

a l l i n San Juan County, New Mexico and, 

IN SUPPORT THEREOF STATES: 

1. Meridian O i l Inc. ("Meridian") i s the operator 

of the Huerfano U n i t which includes a l l v e r t i c a l 

i n t e r v a l s w i t h i n the u n i t boundary but i s a " d i v i d e d " 

u n i t c o n s i s t i n g o f va r i o u s p a r t i c i p a t i n g areas f o r 

pro d u c t i o n from v a r i o u s pools. 
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2. The Huerfano U n i t i s a f e d e r a l e x p l o r a t o r y u n i t 

comprising some 63,122 acres, more o r l e s s , i n p o r t i o n s 

o f Townships 25, 26 and 27 North and Ranges 9, 10 and 11 

West, NMPM, San Juan County, New Mexico a l l as set f o r t h 

on E x h i b i t A attached hereto. 

3. The c u r r e n t P i c t u r e d C l i f f s P a r t i c i p a t i n g Area 

f o r the U n i t contains 9,670.42 acres, more or l e s s , and 

i s c o n s i s t s o f non-contiguous leaseholds as i d e n t i f i e d on 

E x h i b i t A attached hereto. 

4. The c u r r e n t B a s i n - F r u i t l a n d Coal Gas Pool 

P a r t i c i p a t i n g Area f o r the U n i t contains 320.00 acres, 

more or l e s s , and i s a s i n g l e spacing u n i t c o n s i s t i n g of 

the N/2 Section 28, T26N, R9W, NMPM, as i d e n t i f i e d on 

E x h i b i t A attached hereto. 

5. Meridian as u n i t operator proposes t o 

recomplete U n i t Wells #46 and #59 as a downhole 

commingled gas-gas w e l l s between va r i o u s pool designated 

w i t h i n the u n i t f o r P i c t u r e d C l i f f s f o r m a t i o n gas 

pro d u c t i o n and the B a s i n - F r u i t l a n d Coal Gas Pool. Said 

w e l l s w i l l be lo c a t e d w i t h i n the c u r r e n t P i c t u r e d C l i f f s 

P a r t i c i p a t i n g Area but out s i d e the c u r r e n t Basin-

F r u i t l a n d Coal Gas P a r t i c i p a t i n g Area. 
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6. Meridian as u n i t operator proposes t o d r i l l 

U n i t Wells #549 as new w e l l f o r the downhole commingled 

gas-gas w e l l s between the West Kutz - P i c t u r e d C l i f f s Gas 

Pool and the B a s i n - F r u i t l a n d Coal Gas Pool. Said w e l l 

w i l l be l o c a t e d o u t s i d e both the c u r r e n t P i c t u r e d C l i f f s 

P a r t i c i p a t i n g Area and the c u r r e n t B a s i n - F r u i t l a n d Coal 

Gas P a r t i c i p a t i n g Area. 

7. The West Kutz-Pictured C l i f f s Gas Pool and the 

B a l l a r d P i c t u r e d C l i f f s Gas Pool are the two P i c t u r e d 

C l i f f s formations pools w i t h i n the boundaries of the 

Huerfano u n i t and each i s being developed on 160-acre gas 

spacing u n i t s . 

8. The B a s i n - F r u i t l a n d Coal Gas Pool i s spaced on 

320-acre gas spacing u n i t s . 

9. A p p l i c a n t f u r t h e r seeks an a d m i n i s t r a t i v e 

procedure f o r o b t a i n i n g f u r t h e r downhole commingling 

approvals f o r P i c t u r e d C l i f f s f o r m a t i o n and Basin-

F r u i t l a n d Coal Gas Pool w e l l s w i t h i n the Huerfano U n i t 

w i t h o u t n o t i c e hearing and w i t h o u t the requirement t h a t 

each o f f s e t t i n g operator and each i n t e r e s t owner i n the 

P i c t u r e d C l i f f s P a r t i c i p a t i n g Area and B a s i n - F r u i t l a n d 

Coal Gas Pool P a r t i c i p a t i n g Area be n o t i f i e d o f such 

commingling. 
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10. I n accordance w i t h D i v i s i o n Rule 303-C-l.(b), 

the A p p l i c a n t s t a t e s and w i l l demonstrate a t hearing: 

A. That the commingling i s necessary t o permit 

the most e f f i c i e n t means f o r the remaining recovery of 

both P i c t u r e d C l i f f s and B a s i n - F r u i t l a n d Coal gas w i t h i n 

the u n i t . 

B. I t i s not otherwise economic t o attempt t o 

d r i l l and complete separate w e l l s i n the u n i t f o r e i t h e r 

P i c t u r e d C l i f f s p r o d u c t i o n or f o r B a s i n - F r u i t l a n d Coal 

Gas pr o d u c t i o n . 

C. I t i s not otherwise economic t o attempt t o 

d r i l l and d u a l l y complete w e l l s i n the u n i t f o r P i c t u r e d 

C l i f f s p r o d u c t i o n and B a s i n - F r u i t l a n d Coal Gas 

pro d u c t i o n . 

D. That t h e r e w i l l be no s i g n i f i c a n t c rossflow 

between the two zones t o be commingled. 

E. That w h i l e the ownership i n each o f the two 

p a r t i c i p a t i n g areas i s not common between the two pools, 

no impairment o f c o r r e l a t i v e r i g h t s w i l l occur. 

F. I t i s expected t h a t the bottom hole pressure 

of the lower pressure zone i s not l e s s than 50 percent o f 

the bottom hole pressure o f the higher pressure zone 

adjusted t o a common datum. 
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G. That the value o f the commingled p r o d u c t i o n 

w i l l not be le s s than the sum o f the values o f the 

i n d i v i d u a l p r o d u c t i o n . 

11. A p p l i c a n t seeks the approval o f an a l l o c a t i o n 

formula f o r the e q u i t a b l e d i s t r i b u t i o n o f p r o d u c t i o n 

between the two pools based upon separate p r o d u c t i o n 

t e s t s o f each zone p r i o r t o commingling. 

12. The ownership between the P i c t u r e d C l i f f s 

p a r t i c i p a t i n g area and the B a s i n - F r u i t l a n d Coal Gas 

p a r t i c i p a t i n g area i n the Huerfano U n i t i s not i d e n t i c a l 

and a c c o r d i n g l y , A p p l i c a n t seeks the approval o f the 

D i v i s i o n a f t e r n o t i c e and hearing. 

13. A p p l i c a n t requests t h a t t h i s matter be docketed 

f o r hearing on the D i v i s i o n ' s Examiner docket now 

scheduled f o r June 3, 1993. 

14. Copy o f t h i s a p p l i c a t i o n has been sent t o a l l 

o f f s e t t i n g operators as set f o r t h on E x h i b i t "B" and t o 

the owners o f i n t e r e s t s i n the a f f e c t e d p r o d u c t i o n w i t h i n 

the Huerfano U n i t as set f o r t h on E x h i b i t s "C," "D" and 

"E. " 
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WHEREFORE Ap p l i c a n t requests t h a t t h i s matter be set 

f o r hearing on June 3, 1993 before a duly appointed 

Examiner of the O i l Conservation D i v i s i o n and t h a t a f t e r 

n o t i c e and hearing as r e q u i r e d by law, the D i v i s i o n enter 

i t s order g r a n t i n g t h i s a p p l i c a t i o n . 

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

KELLAHIN AND KELLAHIN, 

W. Thomas K e l l a h i n 
P. 0. Box 2265 / 
Santa Fe, New Mex/ico 87504 
(505) 982-4285 
ATTORNEYS FOR APPLICANT 





HURFANO UNIT #46 
W/2 Section 23, T26N, R9W 

Offset Operator Schedule 
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HUERFANO UNIT #59 
N/2 Section 26, T26N, R9W 

Offset Operator Schedule 
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HUERFANO UNIT #59 

Dow Oil Corporation 
P.O. Box 769 
Geyserville, CA 95441 

Curtis J. Little 
P.O. Box 1258 
Farmington, NM 87499-1258 

Shea Oil & Gas Co 
3232 W Britton Rd Ste 280 
Oklahoma City, OK 73120-2032 

EXHIBIT B 
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HUERFANO UNIT #549 

TOWNSHIP 27 NORTH, RANGE 10 WEST 

Fruitland Coal 
Formation 
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HUERFANO UNIT #549 

Curtis J. Little 
P.O. Box 1258 
Farmington, NM 87499-1258 

EXHIBIT B 
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