
STATE OF NEW MEXIC()

ENERGY, MINERALS AND NATURAL RESOI RCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION
I)IVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 11626
ORDER NO. R-10694

APPI.IC~,TION OF BURLINGTON RESOURCES

OIL & GAS COMPANY FOR THE ESTABLISHMENT
OF A DOWNHOLE COMMINGLING "REFERENCE

CASE" FOR ITS SAN JUAN 27-5 I_~IT PURSUANT
TO DIVISION RULE 303,E AND THE ADOPTION

OF SPECIAL ADMINISTRATIVE RULES THEREFOR.
S4,N ,JUAN COI_~TY, NE~¥ MEXICO,

ORDER OF THE DIVISI()N

BV THE DIVISION:

This cause came ~n for hearing at 8:15 a.m. on October 17 and November 7, 1996,
at Santa Fe, New Mexico, before Examiners David R. C~Ltanach and Michael E. Stogner,

respecti,, ely

NOW. on this !2th day of November. 1996. q’e Division Director. havin,,

considered the testlmonx the record and the reconm-~endati~ms of the Examiner, and being

tully ad\ised in the r)remlses.

FINDS THA’I:

( ! ,~ Due .r)ublic notice having been given as ,:~xmired by law, the Division has

.lur!sdlctlon of this cause and the subiect matter thereof.

(2) The applicant, Burlington Resources Oi! & Gas Compan3 (Burlington),
pursuant to the provisions of Division Rule 303.E.. ~eeks to establish a downhole
c{)mmingling "’reference case" to provide exceptions f~): (a} marginal economic criteria,

(b) pressure criteria, tel allocation formulas and (d) modification of notification rules 
:t unit-x~ide basis for downhole commingling of Dakota. Mesaverde. Fruitland Coal and

Pictured Cliffs ~,as production within existinff or future drilled \veils within the San Juan
_/-> Unit° San Juan County, New Mexico.

{3) Division Rule No. 303.E., amended by Order No. R-10470-A, currently
states:
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"If sufficient data exists on a lease, pool, formation, geographic 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.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" tor specific criteria,
subsequent applications to downhole commingle ,Form C-107-A) ~ill be
reqmred only to cite the Division order number which established such
exceptions and shall not be required to submit data for those criteria.’"

(4) The applicant is the current operator of the San Juan 27-5 Unit which
encompasses some 23.043 acres in Township 27 North. Range 5 West, NMPM, San Juan
County, New Mexico.

(5) Within the San Juan 27-5 Unit, the applicant currently operates one hundred
and one (101) Basin-Dakota Gas Pool wells, one hundred and five (105) Blanco-Mesaverde
Gas Pool wells, eighty-seven (87) South Blanco-Pictured Cliffs and Tapacito-Pictured
Clif{~ Gas Pool wells, and four (4) Basin-Fruitland Coal Gas Pool wells.

(16) According to its evidence and testimony. Burlington seeks to:

a) establish a "reference case" for margina! economic criteria in the
Dakota and Pictured Cliffs formations whereby these formations
and/or pools may be identified as "marginal" on Form C-107-A’s
subsequently filed for wells within the San Juan 27-5 Unit. The
applicant .further proposes that the data provided in the immediate
case serve as supplemental data or confirmation that these
formations and/or pools should be classified as "marginal":

b) estabhsh a "’reference case" for pressure ,criteria in the Dakota and
Pictured Cliffs formations whereby the Dixqsion may utilize data
provided in the immediate case to verify the pressure data provided
on Form C-107-A’s subsequently filed for wells within the San Juan
27-5 Unit:
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cl establish a "’reference case" whereby the Di\ision utilizes the data

presented in the immediate case to endorse or approve certain

methods of allocating production whereb~ tiae applicant need not
submit addldona," ~ data or Justification when proposine. ~ a certain

method of allocating production on Eorm C- ! 07-A’s subsequently
filed for ’,~rells within the San Juan,,-~’~" "~ ~q;,,: :,. and.

cstabhsh ~, ’reference case’ ~;r an adn;~n>trat~ve procedure for

authc, rizm,~ the do,snho!e commingling ~t cx>ting or future drilled

wells ,aitb.in the San lu’,m 27-5 IJnit x~:z!>mt additional notice to
each atfccted interest ,>wrier as required i~x Di\islon Rule No.

303.D.

(7) In support of its request to except margfl>i economic criteria, the applicant

presented geologic and engineering evidence and testiino:> which indicates that within the
~al] Juarl -~-v -,. ,-~ Unit:

a) the structure and thickness of the Dat,:<a and Pictured Cliffs
~ " ,’, ~< consistent:IOFl~ad~,I,.. aFe veIV

the ~,.eraee re~.t,-,c,~ ,le Dakota and [’iv(ti~.-cd Cliffs gas reserves
underiymg an undeveloped dr’dl o.oc~, are approximatel; 583
NUVlCFG ~nd 426 MMCFG~ respec!ive!,

c) the average mitiai proclucmg rate for a ne,~ i, drilled or recompleted
Dakota and Pictured Cliffs _~as well is aprm~xlmatelv 393 MCFGD

and 63 MCFGI). respecuveiy and.

the estimated ultimate gas recoveries and initial producing rates

tron~ the Dakota and Pictured Cliffs for~nations are insufficient to
.justif} drilling stand alone wells and/or duall\ completed wells to
recover .,uch ~,a~ reserves.

,8) The evidence and testimony presented bv the applicant indicates that the
Dakota and Pictured Cliffs formations within the San J,dan 27-5 Unit should be properly

classified as "’marginal".

(9) In support of its request to except presslJrc criteria within the Dakota and

Pictured Cliffs formations within the San Juan 27-5 {nit, the applicant presented

engineering evidence and testimony which indicates th: t:
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a! ..’he avera,ge shut-in betton-uhole ~ressurc- ,~ithm the Dakota and

Pictured Cliffs Iormauons at the time oI nit,a! development were
approximately 3.!41 psi and Ioli8 psi. ,:-c,pcctixel\: and.

hi the axeragc current shut-in bottomhoie pt:s_,ure within tile Dakota

and Pictured Cliffs ti;rmations are approxinmtely 1.032 psi and 441
psi. respectively.

(10) There is sufficient pressure data available ,~ ithin the San Juan 27-5 Unit 

as to except pressure criteria as proposed by the applicaf~:.

( 11 ) The applicant testified that various allocation methods will be utilized for
downhole commingled wells within the San Juan 27 5 Unit depending on the
circumstances Some of the methods and circumstance, alc described as follows:

the subtraction method wil! likely be t,t,!ized in those instances
involvine the Basin-Fruiuand Coal Gas P~,ol and in those instances

,,,,here a zone ~tth a v, cl] esmbhshcd dc+_ime care is cotntv.ingled
with a ne~vlv completed zop.e:

a fixed allocation formula will be utilized in those instances where
production history for both zones is avaflatqe, or in those instances

where newly completed zones are tested :rod stabilized flow rates
obtained

< 12) The allocation methods proposed by the applicant are routinely utilized by
iudustrv and approved by the Division and therefore ti~c proposal to except allocation
l~)rmula~ should be approved.

(i 3) In support of its request to establish a ’rcterence case" or administrative

procedure l~br providing notice within the San Juan 2.7 5 Unit the applicant presented
evidence and testimony which indicates that:

a) the interest ownership between two zone, x~ ithin a given \vellbore

in the San Juan 27-5 Umt is generally n< common:

pursuant to Division Rule No. 303.D . applicant is currently

required te notify all interest owners within the San Juan 27-5 Unit
every time a Form C-i07-A as submitted te the Di’~ision. There is

a considerable number o,t such interest o,~ nets within the unit:



CASE ;VOo 11626
Order ,Vo. R-10694

Page - ~-
....................................................................................................................

pro~ ldin~ ~-~ot!ce to each iiqterest o~ncr ,~ !thai1 the San .]uaFt : -3

Unit of subsequent do,,~nholc commingli~<s ~s unnecessar\ and is
an excessive burden on the applicant:

d;, the downhole commingling of wells \vithi~ the San Juan 27 5 [Tnit
Area will benefit workine, royalty, and ,.~’, c,:[idine ro\alt\ interest

owners. In addition, the downhole commi!t~iing of wells within the

San Juan 27-5 Unit should not violate the c ~rvelative rights ,~t any
interest o\vner:

e~ no interest ,wener appeared at the hearing m opposition to the
establishment of a "’reference case" or adnt:nistrati\e procedure for

notice

(14} An administrative procedure should be esta:~ >ned within the San Juai]./-_’~"r 5
i nit !of obtaining appro,,a! for subsequent downhole ,.t t~,,.l~t:a_led wells v, ittaout notice to

~n~t ~nterest owners, provided however that. ai! othc,: provisions contained within
;)Iv!sl,.m Rule N~; ~ )_. C ~ire cc, tnpl,.ed ’.~. ,r~

15} Approval of the proposed ’reference cases ~,~ marginal economic criteria,
pi-cssure criteria, allocation formulas and notice will les.eia the burden on the applicant

insofar as providing the data required pursuant to Divisio~ Rule No. 303.D. and Form C-
!()7-A. will provide the applicant a streamlined m~.t}a~d for obtaining do\vnhole

c~)r.qmmghng approvals \sithin the San Juan 27-5 l_!mt, t~qd \\ill not violare correlative
tigtat..,.

IT IS THEREFORE ORDERED ]HAT:

¢1 } The application of Burlin,,tone Resources (,il & Gas Compan\. to establish
~t ’reference case" for ~a/margina! economic criteria. (b~ pressure criteria. (c)allocation

/o~mulas and (d) modification of notification rules on ~ unit-wide basis for dov,.’nhole
commingling of Dakota. Mesaverde. Fruitland Coal and Pictured Cliffs gas production
within existing or future c.trilled welis within the San Jua~a 27-5 Unit. San .luan County.

Ne~ Mexico. is hereby approved
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(2) Upon fiiin,g of Division F()rm No. (" ,- :\s for xvell~ subsequently
dt>,.vnh¢,ic c()Illmillglcd v~itiain ~i-_,e San .luai] 27-5 [Tim .~c:~. the applicam shall not be

required t<~ submit supp~,rting data to justify the classifi, i:i,,p, ~I the Pictured Cliffs and
CIH:. and DakotaDakota/bmaations as ’mmeinal". supoortin,, data to ,-cri ~_!~e Pictured " "k

pressure information pro\ ided. zmd support ,w justificati~,: :,,- L~tilizing a g:\ en method 
+,uru.u!a i(,r >illocatJo]~ ,~f production, p~~-,~ ided hox, e’.. .~ 7he event any of the data

dc,,c,qbed :above appearing ,:,n 13(,rm (--i(.,:- ~ appears :7(, : ~:,~nd the data :.ungc provided
~’_, the5-ase, the Di\~ic.,.t: may requ1.’-e the subnuttal :,’~ a,. ~i 5~<,n,tl supportin,.: data.

_2} [Ii oFdc! t~ ,}b[a’,n [)~\,:s~<>n ;tUI_IY.HiZa[I,~ di,AI]holc c~’i]]illi!l~le wells
1 ( ". "-’r ,,’-~,!thm d]c San .luan 27-5 ;.nit. tile :applicant shall ti!e ;:t ! ,~:~ C :.J,’-~ \vith the Santa Fe

dim A2tCv: OtTiccs ol tile D1visioll. SUCJI applicati<~n .-~:al: cOlltaii! ali ,’iw information

required under Rule "% 31)3.C. ,ff the Di\ iston Rules an~ Rceuiations. prm tded however
~hat the applicant shall not be recluired t~ provide notice : :,i interest ox~ncrs within the

San Juan 27 5 Unit ¢,i- suc~ proposed commingling.

(4) Jurisdiction of this cause is retained foe t~" :_-~ Lr’ of such further orders as
the [)ixision max deem necessary.

D()Nt~ :it Santo l:c. New Mcxic<,. ~n the da\ a.~>.: :~vr hci-cinabox c designated.

S[,\ i )} NEW MEXICO
(ill :~ ~ ~s,I:R\.~T[O_ DIVISION

f

i "\VII ., ,\! J. LeMA~

Di,-c ,

S 1= A L


