7 A

DATE IN3 // é // / SUSPENSE ENGINEER /2/[:/ A "/ { ’// TYPE /0// é APPNO-. / / 0 75' Sﬂ ? ];

. ABOVE THIS LINE FOR DIVISION USE ONLY

NEW MEXICO OIL CONSERVATION DIVISION

- Engineering Bureau - ,
1220 South St. Francis Drive, Santa Fe, NM 87505

ADMINISTRATIVE APPLICATION CHECKLIST

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE p 07)/
O—0ls—F

Appiication Acronyms:
INSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication] 7 /7 (@)
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Commingling] "- 9 ¢
[PC-Pcol Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease NMeasurement] _ 3 8 8 l 8
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Sait Water Disposal] [IPl-Injection Pressure increase}
[ECR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response]

[1] TYPE OF APPLICATION - Check Those Which Apply for [A]
[A] Location - Spacing Unit - Simultaneous Dedication

[1 NSL [] NSP [] SD /"éc/
Check One Only for [B] or [C] /
B] Commingling - Storage - Measuremen

[] pHC C/TB X PLC pc [ ] oLs [] oM

[C] Inj ectlon Dlsposal x\\%ne_lncrease - Enhanced Qil Recovery
swp [] 1 [] EOR [] PPR

D] Other: Specify

[2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or 0 Does Not Apply
[A] Working, Royalty or Overriding Royalty Interest Owners

{B] [] Offset Operators, Leaseholders or Surface Owner
[C] [] Application is One Which Requires Published Legal Notice

[D] [] Notification and/or Concurrent Approval by BLM or SLO

U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office

[E] [ ] For all of the above, Proof of Notification or Publication is Attached, and/or,
[F] [1 Waivers are Attached

(3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

[4] CERTIFICATION: I hereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. I also understand that no action will be taken on this
application until the required information and notifications are submitted to the Division.

Note: Statement must be gompleted by an individual with managerial and/or supervisory capacity.

Mark W. Elliott
Print or Type Name

Operations Engineer 9 Mar 2011
Title Date

MarkE@McElvain.com

.)? L C— Z; g e-mail Address




T. H. MCELVAIN OIL & GAS LIMITED PARTNERSHIP

MCELVAIN OIL & GAS PROPERTIES, INC., SOLE GENERAL PARTNFjg:C ot
1050 17TH STREET, SUITE 2500 T

i
DENVER, COLORADO 80265-1801 251 AN 11 A !!: u .‘
MARK W. ELLIOTT TELEPHONE 303:863-0933) ixt. 375 ™ !
OPERATIONS ENGINEER FAX 303-893-0914
E-MAIL: MARKE@MCELVAIN.COM

YED OCD

March 10, 2011
CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Attn: Mr. Richard Ezeanyim — Bureau Chief

New Mexico Energy, Minerals, and Natural Resources Department
Oil Conservation Division

Engineering and Geological Services Bureau

1220 South St. Francis Drive

Santa Fe, NM 87505

RE: Application for administrative approval to surface commingle gas production for:
Ropco Fee FC #1; API No. 30-045-28818
Ropco Federal 12 #2; API No. 30-045-29198
Ropco Federal PC 12 Com #1; API No. 30-045-29096

Dear Mr. Ezeanyim:

Richardson Operating Company, a predecessor to McElvain Oil & Gas Properties, Inc. (McElvain)
applied for and received approval from the Bureau of Land Management (BLM) for surface
commingling of gas production from the wells listed above. Part of the process was the approval of the
allocation method used in calculating the production from each well.

McElvain respectively requests that the NMOCD approve the enclosed From C-107-B allowing the
same allocation methodology to be used. Produced gas from each well will be measured separately
—prior to being commingled. We will produce the commingled gas through a single, shared compressor.

Produced liguids will not be surface commingled. The allocation method for production is the same
allocation method previously approved by the BLM Tor these wells.

If you need additional information, or have any questions regarding this notification, please contact me
at 303-893-0933, *375.

Regards,

Ml G

Mark W. Elliott
Operations Engineer
McElvain Oil & Gas Properties, Inc.

Enclosure (1): C-107-B, Surface Commingle Application
cc: NMOCD District 3 — Aztec Office
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T. H. MCELVAIN OIL & GAS LIMITED PARTNERSHIP

MCELVAIN OIL & GAS PROPERTIES, INC., SOLE GENERAL PARTNER
1050 17TH STREET, SUITE 2500

DENVER, COLORADO 80265-1801

CHRIS E MANNING TELEPHONE 303-893-0933, EXT. 329
LANDMAN FAX 303-893-0914

E-MAIL: CHRISM@MCELVAIN.COM

March 10, 2011
CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Attn: Royalty and Working Interest Owners
Ropco Fee FC #1; API No. 30-045-28818
Ropco Federal 12 #2; API No. 30-045-29198
Ropco Federal PC 12 Com #1; API No. 30-045-29096

RE: Notice of Application to Surface Commingle Gas Production

McElvain Oil and Gas Properties, Inc. (McElvain) has applied for and received approval from the
Bureau of Land Management (BLM) for surface commingling of gas production from the wells listed
above. This approval must also be granted by the New Mexico Oil Conservation Division (NMOCD).
Accordingly, McElvain is submitting an application via form C-107-B with the NMOCD for
administrative approval for surface commingling of gas production from the listed wells.

The NMOCD requires that all interest owners be notified of plans to surface commingle production
when the ownership between individual wells is different. A copy of the NMOCD application and the
corresponding attachments are enclosed for your reference. Any objection to this application must be
filed in writing with the NMOCD Santa Fe office at 1220 South Saint Francis Drive, Santa Fe, New
Mexico, 87505 within twenty (20) days from the date the NMOCD received the application.

Produced gas from each well will be measured separately prior to being commingled. We will produce
the commingled gas through a single, shared compressor. Produced liquids will not be surface
commingled. The allocation method for production is the same allocation method previously approved

by the BLM for these wells. You will see no change to your current interest(s) in these wells.

If you need additional information, or have any questions regarding this notification, please contact me
at 303-893-0933, *329.

Regards,

Chris E. Manning
Landman
McElvain Oil & Gas Properties, Inc.

Enclosure (1): C-107-B, Surface Commingle Application

cc: NMOCD Director’s Office — Santa Fe
NMOCD District 3 — Aztec Office



District T State of New Mexico ' Form C-107-B

]1)612;2&1:161[10}1 Drive, Hobbs, NM 88240 Energy, Minerals and Natural Resources Department Revised June 10, 2003

1301 W. Grand Ave, Artesia, NM 88210

District III i OIL CONSERVATION DIVISION Submit the original

Dot o Road, Astee, NI 87410 1220 S. St Francis Drive application to the Santa Fe

1220 S. St Francis Dr, Santa Fe, NM Santa Fe, New Mexico 87505 office with one copy to the

87505 ’ ’ appropriate District Office.
APPLICATION FOR SURFACE COMMINGLING (DIVERSE OWNERSHIP)

OPERATOR NAME: McElvain Oil & Gas Properties, Inc

OPERATOR ADDRESS: 1050 17 Street, Suite 2500, Denver, CO 80265

APPLICATION TYPE:

[ Pool Commingling [JLease Commingling [XPool and Lease Commingling [JOff-Lease Storage and Measurement (Only if not Surface Commingled)
LEASE TYPE: X Fee [1 state [X] Federal

Is this an Amendment to existing Order? [ ]Yes [XINo If“Yes”, please inciude the appropriate Order No.

Have the Bureau of Land Management (BLM) and State Land office (SLO) been notified in writing of the proposed commingling
XlYes [INo

(A) POOL COMMINGLING

Please attach sheets with the following information

Gravities / BTU of Calculated Gravities / Calculated Value of
(1) Pool Names and Codes Non-Commingled BTU of Commingled Commingled Volumes
Production Production Production

W. KUTZ PICTURED CLIFFS 79680

BASIN FRUITLAND COAL 71629

(2)  Are any wells producing at top allowables? []Yes [DXINo
(3) Has all interest owners been notifted by certified mail of the proposed commingling? Kyes [INo.

(4) Measurement type: [XIMetering [ Other (Specify)
(5) Will commingling decrease the value of production? [JYes [JNo If “yes”, describe why commingling should be approved

(B) LEASE COMMINGLING

Please attach sheets with the following information

(1) Pool Name and Code. Basin FC & Basin PC

(2) Is all production from same source of supply? [JYes [XINo

(3) Has all interest owners been notified by certified mail of the proposed commingling? XYes [No
(4) Measurement type: [XIMetering  [_] Other (Specify)

(C) POOL and LEASE COMMINGLING
Please attach sheets with the following information

(1) Complete Sections A and E.

(D) OFF-LEASE STORAGE and MEASUREMENT
Please attached sheets with the following information

(1) Is all production from same source of supply? [JYes [XINo
(2) Include proof of notice to all interest owners.

(E) ADDITIONAL INFORMATION (for all application types)
Please attach sheets with the following information

(1) A schematic diagram of facility, including legal location.
(2) A plat with lease boundaries showing all well and facility locations. Include lease numbers if Federal or State lands are involved.
(3) Lease Names, Lease and Well Numbers, and API Numbers.

I hereby cettify that the information gbove is true and complete to the best of my knowledge and belief.

SIGNATURE: TITLE: Operations Engineer DATE:__ 9 Mar2011 -

TYPE OR PRINT NAME Mark W. Elliott TELEPHONE NO.:__303-893-0933 o

E-MAIL ADDRESS: MarkE@McElvain.com
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Form 3160-5
(April 2004)

UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

SUNDRY NOTICES AND REPORTS ON WEL

Do not use this form for proposals to drlll or to re-enteran

abandoned well. Use Form 3160-3 [APD) fo

FORM APPROVED
OM B No. 10040337
Expires: March 31, 2007

5. Leass Seriai No,
NMO070935/ SF078931

6. If Indian, Allottee or Tribe Name

LS

s

SUBMIT IN TRIPLICATE- Other instructions on reverse s;de

7. 1f Unit or CA/Agreement, Name and/or No.
NMNM.92456/ 92457/ 91372/ 89403

GasWell

D Other

i, Type of,
!

DEC 02 2010

8. Well Name and No.

2. Name of Operator 1 v ain Ot & Gas Properties, ¥ne.

ROPCO #12-1/ #12-2 #7-1
9, APl Well No.

=
P

3a Address

1050 17th St, Suite 2500 , Denver, CO 80265 303-893-0933

3b : Phone No. (mchzde aret code)

30-045-29096/-29198/-28818
10. Field and Pool, or Exploratory Area

4, Locauon of Well (Footage, Sec, T, R, M, or Survey Description)
12-1 J Sec 12 T29N R 13W 12-2 H'Sec 12 T2ON R13W

Fruittand Coal & Pictured CIiffs
{1, County or Paristi, State

711 ,,,L’Sec 7 T29N RI2W & Snn Juan County, NM
g
12, CHECK APPROPRIATE BOX(ES) TC INDICATE NATURE OF NOIICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
[:| Acidize l:[ Decpen D Production (StarVResume) I:] Water Shut-Off
[ aticeof otent [ Atter Casing Fracture Treat Reclamation Well Integrity
D L__'Casing Repair New Construction DRccomp lete Other JS,gcfacE .
Subsequent Report
[] Change Plans Plug and Abandon DTcmpomn!y Abandon .
. .
L_—I Final Abandonment Notice D Convert to Injection E] Plug Back D Water Disposal

13, Describe Proposed or Completed Operation (clearly slate all pertinent details, including estimated starting date of any proposed work and approximate duration thereof.
If the proposal is to deepen directionally or recomplete horizontatly, give subsurface locations and measured and true vertical depths of all pertinent markers and zones.
Attach the Bond under which the work will be performed or provide the Bond No. on fife with BLM/BIA. Required subsequent reports shall be fited within 30 days
following completion of the involved operations. If the operation results in a multiple completion or recompletion in a new interval, a Form 3160-4 shall be filed once
testing has been completed. Final Abandonment Notices shall be fited only after all requirements, including reclamation, have been completed, and the operator has

determined that the site is ready for final inspection.)
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Discussion

McElvain Oif and Gas Properties, Inc. is requesting an amendment of the allocation method and
off lease use of production and measurement for the attached wells, leases and communitazation
agreements. An allocation method was approved on June 15,1995 for Richardson Operating
Company. In June 1995, an electric compressor was utilized at the central delivery point in
Section 7. In July 2000 the electric compressor was replaced with a natural gas powered
compressor by a previous operator. McElvain believes the 1995 allocation method needs to be
amended since that method did not consider the possibility of natural gas driven equipment
between the allocation meters and the sales meter and the need for allocation of fuel gas. Since
obtaining operations of these wells and associated equipment in July 2006 McElvain has
allocated and reported fuel gas utilized by the compressor to the individual wells benefiting from
the central compression.

Well & System Description
Listed below are the wells that tie into the system with a brief description of the equipment utilized
for each well. Also attached is a graphical depiction of the system.

Ropco Federal 12 Com #1:

The well is equipped with a natural gas driven pumping unit Wthh pumps water to a storage tank
on the location, The gas is produced thru an unheated separator on location and transported via
pipeline to the Ropco Fee7#1 location, Thwﬂﬂ-@n-auocaﬂgﬂmeter at the

Ropco Federal 12 #2:

The well is equipped with an electric driven pumping unit which pumps water thru a water pipeline
to a storage tank on the Ropco Fee 7#1 lgcation. The gas is produced to a gas pipeline which
extends from th& well to an unhealed separatorlocated on the Ropco Fee 7 #1 location. The ge&

is then.measured thru an allocation meter at-the-Ropco Fee 7 #1 location.
S~ > e \w/,,__«.m»_ o
Ropco Fee 7 #1:

The well is equipped with an electric driven pumping unit which pumps water to a storage tank on
the location. The gas is produced thru a heated separator on location and then measured thru an
allocation meter at the Ropco Fee 7 #1 location.

Once the gas is produced thru the allocation meters it is commingled into a single line to the
suction of the Ropco CDP Compressor. The Ropco CDP Compressor then discharges into a line
connected to the Enterprise sales meter.

Lease & CA Description
See attached tabular and graphical exhibits.

Allocation Method
McElvain requests the following allocation method.

Base Data:

AM=Gas Volume (Mcf) from allocation meters at individual wells during allocation period.
CDP= Gas Volume (Mcf) from CDP Sales Meter during allocation period.

WBTU= Individual well BTU content.

SBTU= BTU’s fram CDP Sales Meter during allocation period.

Allocation Period is typically a calendar month and will be the same for all wells

1. Individual Well Gas Production= A+B+C+D+E

A = Allocated Sales Volume (Mcf)= [AM/SUM{AM)] x (CDP)
{Individual Well Volume divided by Sum of all well volumes Multiplied by the CDP Volume)

B = On lease fuel useage (MCF): Determined by equipment and conditions on lease.



C = Purged and/or Vented gas from well and/or [ease equipment (MCF).

D = Allocated fuel from gathering system equipment (MCF).
(Total fuel usage multiplied by allocation well factor (AM/SUM(ANM)})

E = Allocated volume of gas lost and/or vented from the gathering system andfor

equipment (MCF).
(Total volume lost multiplied by allocation well factor [AM/SUM(AM)})

2. Allocated Individual Well BTU's = {AM x WBTU/[SUM(AM x WBTU)]} x SBTU
{(individual Well BTU's divided by the sum of the Individual well BTU’s } multiplied by the BTU's af the CDP}

Estimated Monthly Production

Well MCFM BTU Content Specific Gravity
Ropco Fee 7 #1 1275 1039 0.605
Ropco 12 Com #1 3150 983 0.689

Ropco Federal 12 #2 4250 © 1055 0.606

Economic & Ecosystem Considerations

Justification for this commingling request is three fold. First this commingling has been previously
approved and all of the well equipment, gathering lines, compression and metering are in place
and operating. To be required remove, replace or abandon the current infrastructure would
severely affect the well economics and ultimately reduce the reserves recovered. Second the
sales line pressure in this area is approximately 225 psig. Given this condition, all three wells
would require a separate compressor in order to sell gas. If required to place individual
compression on each location the operating cost for each well would increase and reduce the
recoverable reserves. The final justification for the commingiing is the area in which the wells are
located. Each well is located near residential developments. By utilizing central compression
and a CDP the impacts of the daily operations are reduced to the Inhabitants around the
locations. Issues such as noise abatement, truck traffic and safety concerns are more easily
controlled and rectified.

Meter Calibration Schedule
Due to the well's decline in production and in order to reduce operating costs McElvain requests
that the calibration interval for the allocation meters be on a biannual basis.

Effective Date
McElvain requests this application be approved retroactively from the date of taking over
operations, September 1, 20086,
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United States Department of the Interior

BUREAU OF LAND MANAGEMENT
Farmington Field Office
1235 La Plata Highway, Suite A
Farmington, New Mexico 87401

IN REPLY REFER TO:

CONDITIONS OF APPROVAL FOR OFF-LEASE MEASUREMENT
AND SURFACE COMMINGLING OF OIL AND GAS

¢ Liquid hydrocarbons produced at the CDP must be allocated back to each well in
proportion to the well’s allocated gas production. Fuel used at the CDP must also be
allocated back to each contributing well in proportion to each well’s allocated gas
production, ‘

o Allocation must be made on an MMBTU basis. BTU measurements must be taken
from each well prior to commingling gas production,

» Measurement of gas a the CDP must be conducted in accordance with the
requirements outlined in Onshore Order No. 3, Site security, Onshore Order No. 4,
Oil Measurement, Onshore Order No. 5, Gas Measurement and NM NTL 2008-01,
Standards for the Use of Electronic Flow Computers.

¢ In Order to prevent waste and conserve natural gas, periodic review of each well’s
venting procedures must be conducted in accordance with the requirements outlined
in NTL-ADO-93-1.

s No other wells can be added to this system of measurement and sales without the
prior approval of this office.

o Contact this office in the event of any lost hydrocarbons between the wells and the
CDP.



