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January 17, 2020 
 
 
New Mexico Oil Conservation Division 
1220 South St. Frances Drive 
Santa Fe, NM 87505 
 
 

RE:  Request for Administrative Approval of 
Surface Commingling  
Palmillo 21 State COM and Palmillo 20 State COM  
Winchester, Bone Springs West Pool Code 97569 

 Eddy County, New Mexico 
 
 
 
Apache respectfully requests administrative approval to surface commingle various wells in the 
same pool at Apache’s existing Palmillo 21 State Central Tank Battery, located in Eddy County, 
New Mexico. 
 
The requested commingling authority will allow surface commingling as well as allocation of 
production to discrete interest owners by frequent and accurate well testing.   
 
Proposal: 
 
Apache currently operates five horizontal wells, the Palmillo 21 State COM wells, which were 
drilled and completed in 2019.  Apache is planning on drilling and completing four additional 
wells, located on the section immediately to the west, in 2020.  These wells will be the Palmillo 
20 State COM series of wells.   
 
Due to the proximity of the new development to the existing facilities, Apache proposed to 
surface commingle the leases and pool as outlined below.  Such commingling approval will enable 
the most economic and practical use of the State’s surface acreage and the facilities investment 
already made.  The inability to commingle, as proposed, would adversely impact the project 
economics and potentially prevent development of the oil and gas resources in Section 20.   
 
The wells proposed for commingling at the existing Palmillo 21 central tank battery facility, 
located in Sec 21, T19S, R28E, include the 2019-drilled wells listed here: 
 

• Palmillo 21 State COM 227H  API: 30-015-45279 
• Palmillo 21 State COM 228H  API: 30-015-45280 
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• Palmillo 21 State COM 324H  API: 30-015-45281 
• Palmillo 21 State COM 325H  API: 30-015-45252 
• Palmillo 21 State COM 326H  API: 30-015-45283 

 
The proposed wells to be drilled in 2020 include these wells, located in Sec 20, T19S, R28E: 
 

• Palmillo 20 State COM 263H  API: 30-015-46526 
• Palmillo 20 State COM 264H  API: 30-015-46527 
• Palmillo 20 State COM 365H  API: 30-015-46528 
• Palmillo 20 State COM 366H  API: 30-015-46529 

 
The central tank battery facility, if this request is approved, will be equipped with one three-
phase production separator and three, three-phase testers.  All wells will be plumbed to a header 
enabling each well to be switched to a tester within the tester array on demand.  Wells not being 
tested will be flowed to the production separator.  A facility diagram is incorporated as part of 
this application.  
 
Each tester is equipped with a Coriolis meter for measuring oil production, an electromagnetic 
flow meter for water production measurement, and an orifice gas totalflow meter for gas 
production.  At any given time, there will be three wells in test mode.  This arrangement should 
enable each well to be tested a minimum of four time per month, for 48 to 72 hour periods, thus 
ensuring an accurate accounting of oil for allocation to the individual well.  Additionally, the 
facility is equipped with a vapor recovery unit to minimize emissions, and these gas volumes will 
be allocated to each well based on proportionate oil production volumes.   
 
This commingling request is the most effective, economic means of producing the reserves and 
will not result in reduced royalty or improper measurement of production.  The proposed 
commingling will reduce operating expenses by utilizing existing facilities as well as reduce the 
surface facility footprint associated with constructing a new battery.  
 
Notification: 
 
The working interest is 100% Apache and Apache-owned entities, but the royalty rates and 
overriding royalty interests differ slightly between the wells.  All royalty interest is State, at 
slightly varying rates.  However with the above metering in place each well will be tested 
separately for accurate allocation.  Each owner has been notified as required as part of this 
application process, and no objections have been received.  
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Please advise if this request is acceptable. If additional information is required please contact 
Alicia Fulton, Regulatory Analyst, at (432) 818-1088 or alicia.fulton@apachecorp.com or me at 
(432) 818-1845 or davidr.cummings@apachecorp.com. 
 
Sincerely, 
 

 
 
David Cummings 
Production Engineer 
Permian Region 
 
Enclosure / Enclosures (1) 



 

 

 

 
January 20, 2020 
 
Sent via certified mail 
 
Interest Owner Name 
 
RE: Notice of Intent to Surface Commingle Production from the 

Palmillo 20 State Com 263H, 264H, 365H, 366H and the Palmillo 21 State Com 227H, 228H, 
324H, 325H, 326H  

 Sections 20 and 21, Township 19 South, Range 28 East 
 Eddy County, New Mexico 
 
Dear Interest Owners, 
 
Apache Corporation (“Apache”) hereby requests your approval to surface commingle production from the 
following existing wells: 
  
• Palmillo 20 State Com 263H: API 30-015-46526, a horizontal well located to be located  1945’ FNL 

and 370’ FWL, UL E, Section 21, T-19-S, R-28-E, to produce from the Winchester Bone Spring 
West pool (97569) in Section 20-T-19S-R-28E. 
 

• Palmillo 20 State Com 264H: API 30-015-46527, a horizontal well located to be located  851’ FNL 
and 435’ FWL, UL D, Section 21, T-19-S, R-28-E, to produce from the Winchester Bone Spring 
West pool (97569) in Section 20-T-19S-R-28E. 

 
• Palmillo 20 State Com 365H: API 30-015-46528, a horizontal well located to be located  1905’ FNL 

and 370’ FWL, UL E, Section 21, T-19-S, R-28-E, to produce from the Winchester Bone Spring 
West pool (97569) in Section 20-T-19S-R-28E. 

 
• Palmillo 20 State Com 366H: API 30-015-46529, a horizontal well located to be located  831’ FNL 

and 435’ FWL, UL D, Section 21, T-19-S, R-28-E, to produce from the Winchester Bone Spring 
West pool (97569) in Section 20-T-19S-R-28E.E. 

 
• Palmillo 21 State Com 227H: API 30-015-45279, a horizontal well located at 1715’ FNL and 370’ 

FWL, UL E, Section 21, T-19-S, R-28-E, to produce from the Winchester Bone Spring West pool 
(97569) in Section 20-T-19S-R-28E. 

 
• Palmillo 21 State Com 228H: API 30-015-45280, a horizontal well located at 755’ FNL and 360’ 

FWL, UL D, Section 21, T-19-S, R-28-E, to produce from the Winchester Bone Spring West pool 
(97569) in Section 20-T-19S-R-28E. 

 
• Palmillo 21 State Com 324H: API 30-015-45281, a horizontal well located at 1755’ FNL and 370’ 

FWL, UL E, Section 21, T-19-S, R-28-E, to produce from the Winchester Bone Spring West pool 
(97569) in Section 20-T-19S-R-28E. 
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• Palmillo 21 State Com 325H: API 30-015-45282, a horizontal well located at 1675’ FNL and 370’ 
FWL, UL E, Section 21, T-19-S, R-28-E, to produce from the Winchester Bone Spring West pool 
(97569) in Section 20-T-19S-R-28E. 

 
• Palmillo 21 State Com 326H: API 30-015-45283, a horizontal well located at 715’ FNL and 360’ 

FWL, UL D, Section 21, T-19-S, R-28-E, to produce from the Winchester Bone Spring West pool 
(97569) in Section 20-T-19S-R-28E. 

 
Please be aware that the working interest is owned by Apache 100% for all the wells stated above and the 
State of New Mexico’s royalty and the overriding royalty interest differs slightly between the wells.  
 
In order to commingle production at the surface, production from each of the wells will be rotated though 
metering testers on a regular basis in order to test each well’s production separately to fairly allocate oil 
and gas production on a pro-rata share.  
 
For future additions of wells, leases, and pools to this commingling operation, notice shall only be given 
to those interest owners in the wells, leases, or pools to be added, in accordance with Division Rule 
19.15.12.10 C (4) (g) NMAC.   
 
To evidence your approval for the surface commingling of production, please execute the signature block 
below and return one copy of this letter to my attention by e-mail, fax, or using the prepaid return 
envelope enclosed herewith. Should you have any questions, please don’t hesitate to contact me.   
 
Sincerely, 
 
APACHE CORPORATION 
 

 
 
Blake Johnson  
Landman 
blake.johnson@apachecorp.com 
432-818-1698 (office) 
432-818-1197 (fax) 
 
The undersigned hereby approves to surface commingle production, as proposed in this letter, subject to 
further approval by the State of New Mexico (State Land Office) and the New Mexico Oil Conservation 
Division. 

__________________________ 
Signature 

 

__________________________ 
Printed Name 

 

__________________________ 
Title 

mailto:blake.johnson@apachecorp.com
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