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April 14, 1994

State of New Mexico

Oil Conservation Division
P. O. Box 2088

Santa Fe, NM 87504-2088

Attention: Mr. David Catanach

Re: Application for Administrative Approval for Downhole Commingling
Mobil '12' Federal #1
Sec. 12, T23S-R26E, Carlsbad, S.
Eddy County, New Mexico

Dear Mr. Catanach:

Mallon Oil Company recently acquired operations of the above referenced well,
the Mobil '12 Federal #1. The well currently produces from the Morrow and
Atoka zones and these zones are commingled downhole as approved by
Commission Order Number R-4953. Two additional zones are prospective in
this well, the Strawn and the Canyon. It is anticipated that the Strawn at this
location is in communication with the Strawn producers in the surrounding area
and has suffered pressure depletion. It is not economical to drill for these
prospective zones but Mallon Qil Company believes the zones should be
produced at this time to prevent any further potential depletion. The pressure
expected in the Strawn formation is approximately 1,000 psi or less which is
similar to the current Morrow-Atoka reservoir pressure which is in the range of
800 to 850 psi as detailed in the attachment.

Mallon Oil Company respectively requests administrative approval for down-hole
commingling of the Morrow, Atoka and Strawn formations in the well. The
commingling is necessary to permit the Strawn formation to be produced in this
well. As the Strawn is believed to be depleted by surrounding Strawn producing
wells. The reservoir pressure is expected to be low, in the range of 1,000 psi,
and remaining reserves attributable to this well do not justify a separate
completion. There will not be crossflow between zones. Current reservoir
pressure in all zones is approximately 800 to 1,000 psi while the flowing well
bottom hole pressure is less than one quarter of these reservoir pressures. The
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ownership from all current producing and proposed zones is common. The
enclosed attachments detail the information required by rule 303C for
administrative approval of downhole commingling.

Please do not hesitate to contact me if you have any questions about this matter.
Sincerely,

MALLON OIL COMPANY

o (Do

Ray E. Jones
Vice President, Engineering

REJ/tm

Attachment
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c)
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Application for Downhole Commingling
Under NMOCD Rule 303C
For Gas Wells

By operator:
Mallon Qil Company
999 18th Street, Suite 1700
Denver, CO 80202

In the well:
Mobil '12' Federal #1
NWNE Sec. 12, T23S-R26E
Eddy County, New Mexico

For the pools:
Carlsbad, S. - Morrow
Carlsbad, S. - Atoka
Carlsbad, S. - Strawn

A plat of the area surrounding the Mobil '12' Federal #1 well showing the
ownership of direct and diagonal offset locations is included.

The Morrow and the Atoka zones in this well produce dry gas, therefore
no state form C116 are required or available for the current completion.

A production decline curve is included that shows the Morrow and Atoka
production. Both zones have been commingled downhole since 1974.
The Strawn has not been completed in this well.

The Morrow-Atoka bottom hole pressure was measured on April 7, 1994
after a one day shut in and was 787 psi at 10,700 feet. It is not certain
what type of fluid was in the wellbore below 10,700 feet. A static gas
gradient would result in a pressure of 789 psi at 10,842 feet, the top
Atoka perforation. Use of a water gradient would yield an estimated
pressure of up to 850 psi at the top of the Atoka
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g) There will be no loss in total gas quality or value due to mixing of the
production streams.

The Morrow and Atoka zones produce gas with no condensate. A copy of
a gas analysis from these zones is included. The gas is 96.7 percent
methane. A Strawn gas analysis is not available for this well. Strawn
wells in the area produce gas and some condensate. The condensate
yield is in the range of a wet gas so no reservoir or bottom hole
condensation would occur and the production streams from the three
zones will be compatible

h) Because of reduced operation costs per zone, commingling of the zones
would allow each individual zone to be produced to a lower economic rate
and would increase ultimate recovery from all zones.

i) The Morrow and the Atoka have been commingled downhole since 1974.
Allocation for the Morrow and Atoka have been 70 and 30 percent
respectively of the total wellstream production.

The Strawn will be flow tested during the completion. This rate and the
current well rate from the Morrow and Atoka will be used to determine an
allocation factor. This factor will then be forwarded to the NMOCD for
review.

i) A reference map for the Mobil '12' Federal #1 well and surrounding wells
has been included. A circle with a radius of approximately one mile has
been drawn around this well for reference only. The direct and diagonal

offset wells:
Well Name Spot Location Operator
Collatt Estate Comm. #1 J Sec. 1, T23S-R26E ~ Merit Energy Company
Guif Federal Comm. #1 K Sec. 1, T23S-R26E = Mallon Oil Company
Humble Grace Comm. #1 P Sec. 2, T23S-R26E  Michael P. Grace
Panagra Comm. #1 B Sec. 11, T23S-R26E  Michael P. Grace
Pan-Am State Comm. #1 J Sec. 11, T23S-R26E  Marathon Qil
Echols Comm. #1 J Sec. 12, T23S-R26E  Mallon Oil Company
Gulf Federal Comm. #2 L Sec. 6, T23S-R27E  Mallon Oil Company
Stephens Comm. #1 F Sec 7, T23S-R27E Merit Energy Company
Stephens ‘A’ Comm. #1 N Sec. 7, T23S-R27E  Merit Energy Company
b -23/7€
Foell 0 /€




Application for Downhole Commingling
April 13, 1994
Page 3

All offset operators and the Bureau of Land Management have been
notified in writing of the proposed commingling. Those notified and their
addresses are:

Merit Energy Company
12221 Merit Drive, Suite 500
Dallas, TX 75251

Michael P. Grace

Attention: Ms. Juanita L. Jones
P. O. Box 207

Carlsbad, NM 88220

Marathon Qil Company
P. O. Box 552
Midland, TX 79702

Bureau of Land Management
P. O. Box 1778
Carilsbad, NM 88220




E ORE THE OIL CONSERVATION ~ YMISSION
OF THE STATE OF NEW MEXLCO B

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSION OF NEW MEXICO FOR

THE PURPOSE OF CONSIDERING:
CASE NO. 5398
Order No. R=-4953

APPLICATIONlOF'PENNZOIL UNITED,

INC., FOR DOWNHOLE COMMINGLING,
EDDY COUNTY, NEW MEXICO.

ORDER O THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on January 8, 1275,
"~ at Santa Fe, New Mexico, before Examiner Richard L. Stamets.

NOW, on this _ 28th  day of January, 1975, the Commission,
"a quorum being present, t, having considered the testimony, the
record, and the recommendations of the Examiner, and belng
fully advised in the premises,

FINDS:

(1) That due public notice having been given as reqguired
by law, the Commission has jurisdiction of this cause and the
subject matter thereof.

(2) That the applicant, Pennzoil United, Inc., is the
owner and operator of the Mobil 12 Federal Well No. 1, located
in Unit B of Section 12, Township 23 South, Rdnge 26 East, NMPM,
South Carlsbad Fleld Eddy County, New Mexico.

(3) That said well is a gas well which has been dually
comp;etedvin the Atoka and Morrow formations for several years.

(4) That the applicant has recently perforated additional
producing zones in the Atoka and Morrow formations in said well.

. (5) .That for unknown reasons, the perforatlon work resulted
in communication of the Atoka and Morrow zones within the well-
bore of said well. -

(6) That to perform the work necessary to achieve separa-
tion of the two zones in the wellbore would result in substan-
tial risk to human life or damage to the reservoir with con-
current underground waste.

(7) That the applicant proposes to commingle Atoka and
Morrow gas production in the wellbore of the subject well.




-2~ . T N .
CASE NO. 5398 , P
Order No. R-4953

(8) That the Morrow zone in said well is proratea.

(9) That the Atoka zone in said well is not prorated.

(1L0) That if the production for both zones were credited
to the Morrow zone, the well would still be a marginal well.

S £ AT bRt e e TR b s N 3 d 0 et S 4t s e

(11) . That the proposed commingling may result in the
recovery of additional hydrocarbons from each of the subject
pools, thereby preventing waste, and will not violate correlative
rights. o B

V.l o e e

(12) That the reservoir characteristics of each of the
subject zones are such that underground waste would not be caused
by the proposed commingling provided that the well 1s not shut-
in for an extended period. .

i

(13) That to afford the Commigsion the opportunity to assess ;
the potential for waste and to expeditiously order appropriate X
remedial action, the operator should notify the Artesia district
office of the Commission any time the subject well is shut-in
for 7 consecutive days.

(14) That in order to allocate the commingled production
to each of the commingled zones in the subject well for statis- .
tical purposes, 30 percent of the commingled production should
be allocated to the Atoka zone, and 70 percent of the commlngled
production to the Morrow zone.

(15) That for purposes of prorationing, 100 percent of
the production from the subject well should be charged against
the well's gas allowable for the Morrow zone.

IT IS THEREFORE ORDERED:

(1) That the applicant, Pennzoil United, Inc., is hereby
authorized to commingle Atoka and Morrow production within the
wellboxre of the Mobil 12 Federal Well No. 1, located in Unit B
of Section 12, Township 23 South, Range 26 East, NMPM, South
Carlsbad Field, Lea County, New Mexico. :

(2) That for statistical purposes, 30 percent of the
commingled production shall be allocated to the Atoka zone and
70 percent of the commingled production shall be allocated to
the Morrow zone. :

(3) That 100 percent of the commingled production shall
be charged against the well's gas allowable for the Morrow zone.

(4) That the operator of the subject well shall immediately
notify the Commission's Artesia district office any time the well -
has been shut-in for 7 consecutive days and shall concurrently
present, to the Commission, a plan for remedial action.
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(5)

That jurisdiction of this cause is retained for the

entry of such further orders as the Commission may deem

- necessary. .

DONE at Santa Fe, New Mexico, on the day and year herein- -
above designated.

AN

S EAL

ix/

STATE OF NEW MEXICO .
OIL CONSERVATION COMMISSION

‘. . R. TRUJILLO, Chairman

s % AR

PHIL R. LUCERO, Member

A. L. PORTER, Jr., Memb

e

& Secretary
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OPERATORS AND WORKING INTEREST
OWNERS ON OFFSETTING LEASES TO
THE N/2 OF SECTION 12, T23S, R26E
EDDY COUNTY, NEW MEXICO

Mobil 12-1 Federal
Morrow & Atoka Formations

Acreage dedicated to the well:

N/2 of Section 12, T-23-S, R-26E

(NM-040547 & NM-027994)

Operator:

Malion Oil Company

999 18th Street

Suite 1700

Denver, Colorado 80202

Working interest Owners:

S/2 of Section 12, T-23-S, R-26E

(NM-040547 & Fee)

Operator:

Malion Oil Company

999 18th Street

Suite 1700

Denver, Colorado 80202

Working Interest Owners:

N/2 of Section 12, T-23-S, R-26-E

Mallon Oil Company 58.4803%
Wainoco Oil & Gas 17.7497%
Redstone Oil & Gas 11.8850%
W. Wesley Perry 5.9425%
Olwick Corporation  5.9425%

Malion Oil Company 23.3200%
Marathon Qil Co. 24.6100%
Marshall & Winston  6.2589%
Cal-Mon Qil Co. 3.0428%
Centurion Energy 3.1206%
Cody Energy Inc. 12.3050%
Diverse GP il 9.1200%
TEX-OK Energy LP  12.3050%
Redstone Oil & Gas  2.9200%
Monaghan Living Trst 0.0777%
W. Wesley Perry 1.4600%
Olwick Corporation 1.4600%
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SE/4 of Section 1, T-23-S, R-26E
(Fee)

Operator: Merit Energy Company
12221 Merit Drive
Suite 500
Dallas, Texas 75251

Working Interest Owners: Merit Energy Company

Note: Pooled with the NE/4

S/2SW/4 and NE/4SW/4 of Section 1, T-23-S, R-26-E
(NM-040547)

Operator: to 5,000 feet - Redstone Qil & Gas Co.
8235 Douglas Avenue
Suite 1050
Dallas, Texas 75225

below 5,000'- Mallon Oil Company
999 18th Street
Suite 1700
Denver, Colorado 80202

Working Interest Owners:  Mallon Oil Company
Redstone Oil & Gas
W. Wesley Perry
Olwick Corp.
Wainoco Oil & Gas
Matador Petroleum

S12S/2 & NW/4SW/4 of Section 2, T-33-S, R-26-E
(State L-1582)

Operator: Michael P. Grace
P.O. Box 207
Carisbad, New Mexico 88220
Working Interest Owners:  Michael P. Grace

Note: Assignments limited from surface to 12,111 feet below the
surface.
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NE/4NE/4 and S/2NE/4 of Section 11, T-23-S, R-26-E
(State K-2511-2)

Operator: Nielson Enterprises, Inc.
P.O. Box 370
Cody, Wyoming 82414
Working Interest Owners:  Nielson Enterprises, Inc. 75.00%
Michael P. Grace 25.00%
(in unit)

Note: N/2 Unitized, Grace owns in NW/4NE/4 and NE/4NW/4,

S/2 Except the NW/4SW/4 of Section 11, T-23-S, R-26-E
(State K-2511)

Operator: Marathon Oil Company
P.O. Box 552
Midland, Texas 79702

Working Interest Owners:  Marathon Oil Company 21.875%
Nielson Enterprises Inc. &

TEX-OK Energy Inc. 43.750%
John H. Hill 12.500%
Seneca Oil & Gas Co. 13.333%
Prudential Funds, Inc. 8.542%

Note: Net Working interest goes from 70% to 65% upon recovery of
125% of drilling, testing, equipping and completing well. Assignments
limited from surface to 12,243 feet below the surface, Amoco has deep
rights.
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SW/4 of Section 6, T-23-S, R-27-E
(NM-040547)

Operator: Mallon Oil Company

Working Interest Owners:  Mallon Qil Company 72.20955%
Wainoco OQil & Gas Co. 15.90506%
Redstone Oil & Gas 5.94269%
W. Wesley Perry 2.97135%
Olwick Corporation 2.97135%

W/2NW/4 and N/2S\W/4 of Section 7, T-23-S, R-27-E
(NM-91071 out of NM-040547)

Operator: N/2SW/4 = Merit Energy Company
W/2NW/4 = Merit Energy Company

Working Interest Owners:  to 5,000 feet - Merit Energy Company

5,000 to base of the Morrow formation -

Mallon Oil Company 45.3606% Net
Merit Net Partners, LP 36.8900% Net
Wainoco, Inc. 17.7497% Net

Note: N/2SW/4 communitized as to S/2 of Section 7.
W/2NW/4 communitized as to N/2 of Section 7 subject to JOA
dated 5-7-73, The Superior Oil Company, Opertor.
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State of New Mexico

Oil Conservation Division
P. O. Box 2088

Santa Fe, NM 87504-2088

Attention: Mr. David Catanach

Q/
Re: Mobil '12' Federal #1 D\Q

NWNE Sec. 12, T23S-R26E
Downhole Commingling Application

Dear Mr. Catanach:

Please be advised that we have no objections to Mallon Oil Company's
application for downhole commingling of the Morrow, Atoka and Strawn zones in
the Mobil '12' Federal #1 well located in NWNE, Unit B, Sec. 12, T23S-R26E,
Eddy County, New Mexico.

Sincerely,

720 ).

By Mazarror pil lompay

v PG L L ESEA

Laidrmay . CPEJESA
Title 4

S-4-7Y
Date
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State of New Mexico

Oil Conservation Division
P. O. Box 2088

Santa Fe, NM 87504-2088

Attention: Mr. David Catanach

Re: Mobil '12' Federal #1
NWNE Sec. 12, T23S-R26E
Downhole Commingling Application

Dear Mr. Catanach: -

Please be advised that we have no objections to Mallon Oil Company's
application for downhole commingling of the Morrow, Atoka and Strawn zones in
the Mobil '12' Federal #1 well located in NWNE, Unit B, Sec. 12, T23S-R26E,
Eddy County, New Mexico.

Sincerely,

By?«&% ,RAMAt;/

peo\l‘Of\) /’\/I.o\mou)vr’
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(J_ ) / ibd
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