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State of Neto Mexico
- P -~ P’r
RAY POWELL, M.S.. D.VM. @ommissioner of Public Lands 505) 2275760
COMMISSIONER 310 OLD SANTAFE TRAIL P.O. 8OX 1148 FAX (505) 87-5766

SANTA FE, NEW MEXICO 87504-1148

February 17, 1998

Phillips Petroleum Company
5525 HWY 64
Farmington, New Mexico 87401

Attn:  Mr. Mark W. Stodola

Re: Application for Downhole Commingling
San Juan 30-5 Unit Well No. 75M
Blanco Mesaverde and Basin Dakota Pools
Unit Letter E, Section 21-30N-05W
Rio Arriba, New Mexico

Dear Mr. Stodola:

We are in receipt of your February 10, 1998, downhole commingling application for the above-captioned well. Your
application requests our approval to downhole commingle the Blanco Mesaverde and Basin Dakota production from
within the wellbore of the San Juan 30-5 Unit Well No. 75M, located in Unit Letter E, Section 21-30N-05W.

Since it appears that all the New Mexico Oil Conservation Division rules and regulations have been complied with, and
there will be no loss of revenue to the State of New Mexico as a result of your proposed operation, your request for
downhole commingling is hereby approved. Any deviation from the substance of your request will be sufficient grounds
for rescinding our approval. Our approval is contingent upon like approval by the New Mexico Oil Conservation Division
and the Bureau of Land Management.

Please submit your $30.00 dollar filing fee.
If you have atty questions or if we may be of further help, please contact Pete Martinez at (505) 827-5791.
Very truly yours,

RAY POWELL, M.S,, D.V.M.
COMMISSIONER OF PUBLIC LANDS

R

JAMI BAILEY /
Qil, Gas and Minerals Division
(505)827-5744

RP/IB/cpm
Enclosure >,
pc: Reader File OoCD BLM

RESOURCE MANAGEMENT: COMMERCIAL (505)-827-5724, MINERALS (505)-827-5744, SURFACE (505)-827-5793, ROYALTY (505)-827-5772,
ADMINISTRATIVE MANAQEMENT (505)-827-5700, COMMUNICATIOH & PUBLIC AFFAIRS (505)-827-5764. and QENERAL COUNSEL (505)-827-5713
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DISTRICT ) 3 . HRE S New Mexi - -
00 Box 1880, Hobbs. d M 35 1880 v!!E‘es E;y Minerats':rt\% ﬁat:r\:l R:;c;a?ces Department ?ﬁj) F°",',‘ef§ ;}9;79%
pTmCTE L | 21898 | ‘DIL CONSERVATION DIVISION | APPROVAL PROCESS:
811 South Fust St., Artébia, NM; B8210-283% _j ; 2040 S. Pacheco X Administrative Hearing

{ 3 Santa Fe, New Mexico 87505-6429 - -

DISTRICT Wi %%9 7 ATIO o ; EXISTING WELLBORE
1000 o Bracos R Asz. - ION FOR DOWNHOLE COMMINGLING X ves  NO

Phillips Petroleum Company, 5525 Hwy. 64, Farmington, NM 87401

Gperator

Address .
San Juan 30-5 Unit #75M E, Sec. 21, T30N, R5W, Rio Arriba, NM
Lease Well No. Unit Ltr. - Sec - Twp - Rga County
Spacing Unit Laase Types: l(check 1 or more)
OGRID NO. 017654 Property Code 009258 AP NO. 30-039-25659 Federal ___, State ___, iendiont Fee ©*
The following facts are submitted in Upper Intermediate Lower
support of downhoie commingling: 20ne 2one _ Zone
1. Pool Name and 72319 715?9
Pool Code Blanco Mesaverde Basin Dakota
2, To ang Bo_ttom(gf forations
ay Section (Perforations
Y 7754 ~ 7887'
3. Type of production
YGi o Gasi Gas Gas
4, MetFt?od.of Pn:adAut;}io_nl Lt
{Flowing or Artificial Lift) Flowing Flowing
5. Bottomhole Pressure a, ICurrent a. a. (24 hr SI) rl
Oil Zones - Artificial Lift: . 1277 psi
‘ Estimated Current 1030 psi (est.) P
Gas & Qil - Flowing:
Measured Current { 1, (Original b. b
All Gas Zones:

Estimated Or Measured Original 1294 osi (est.) 3412 psi (est.)

6. Oil Gravity {(° AP} or

tent 3
. P i Shut-in? .
7 rodu.cmg or Shut-in produc1ng
Production Marginal? {yes or no) ves ves
* If Shut-In, give date and oil/gas/ Date: Date: Date:
water rates of last production Rates: Rates: Rotes:
Note: For new zones with no production history,
applicant shall be required to attach production
estimates and supporting data
* 1t Producing, give date andoil/gas/ tete: estimate Date: oste: 2/4/98
water rates of recent test Rates: Rates: Rates:
{within 60 days) ates 400 mcfd ate ates: 186 mefd
8. Fixed Percentage Allocation Qit: Gas: Oit: Gas: oit: Gas:
Formula -% for each zone % % % % % %

If allocation formula is based upon something other than current or past prodyqiion, or is based upon some other method,
submit attachments with supporting data and/or explaining method and providing rate projections or other required data.

10. Are all working, overriding, and royalty interests identical in all commingled zones?

Yes No
If not, have all working, overriding, and royalty interests been notified by certified mail? X Yes f No
Have all offset operators been given written notice of the proposed downhole commingling? X_Yes T No
11. Will cross-flow occur? X _Yes __ No If yes, are fluids compatible, will the formations not be damaged, will any cross-
flowed production be recovered, and will the allocation formula be reliable. _X Yes ___ No (If No, attach explanation)
12. Are all produced fluids from all commingled zones compatible with each other? X Yes ___No
13. Will the value of production be decreased by commingling? __Yes ¥ No {if Yes, attach explanation)

14. If this well is on, or communitized with, state or federal lands, either the Commissioner of Public Lands or the

United States Bureau of Land Management has been notified in writing of this application. __Yes __ No
15. NMOCD Reference Cases for Rule 303{D) Exceptions: ORDER NO(S).

16. ATTACHMENTS:

* C-102 for each zone to be commingled showing its spacing unit and acreage dedication.

* Production curve for each zone for at least one year. (If not available, attach explanation.)
* For zones with no production history, estimated production rates and supporting data.

* Data to support allocation method or formula.

* Notification list of all offset operators. :

* Notification list of working, overriding, and royalty interests for uncommon interest cases.
* Any additional statements, data, or documents required to support commingling.

R-10771

| hereby certify that the information above is true and complete to the best of my knowledge and belief,

SIGNATURE W WM TiTLe Reservoir Engin.pare 2/10/98

TYPE OR PRINT NAME Mark W. Stodola

TELEPHONE NO. { 505 )599-3455
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KET South Fint, Artesin, NM NX‘H)

Pistant 11

FxK) Jio Pearas Hdo, Astec, NATKTATO

Ihatelet IV

2040 Sauth Puchioco, Santa e, NN BT80S

WELL LOCATION AND ACREAGE DEDICATION PLAT

Stae of New Mexico

Fucrpy. Miaceuly & Natural Rawueces Departincat

OlL CONSERVATION DIVISION

2040 South Pacheco
Santa l'e, NM 87505

Fogn C- 10

Revised October 18, 199
lostructions on bac

Subumit to Appropriate District Offic
State Leuse - 4 Copic

Fee Lease - 3 Capic

. AMUENDED REPORT

AT Nabice

! Tual Cude

' F'yol Naac

Do -€.37- 15459 72319 Blanco Mesaverde »
* Pruperty Cud Prapeety Nuwme * Well Number
009558 SAN JUAN 30-5"UNIT Yoo
fOGCRID Na. ¢ Ogpxeratar Nutue * Elevatioa
017654 PHILLIPS PETROLEUM. CO. 6403
19 gyrface Location
- UL, ar lol no. Section ] Tuwaship I Raunge Jot Ida ] Foct feom the Nocth/Soeutl tine Fect {rom the Easwt/Wesd linc Couaty
E 1 2] 30N SW 1555 NORTH 1095 WEST RIO _ARRTRA
" Bottom Hole Location If Diffcrent From Surface «, ¢
UL, uc lut no. Section | Towaship Raunge Tt Ida Foct [rum the Nuqy/Suu(h line Fect from e East/West line County
“ Dedicated Aceex] ¥ Juint oc Lafill | ** Conolidation Cade I * Qrder No.
320 Y u

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A

1555

' NON‘S TANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

5267.46"

7 OPERATOR CERTIFICATION

1 hercby certify that the information contained hercin is
truc and complcic 4o the best of my knowledge and belicf

£ L G S)

Signature

R. A. Allred
Prntcd Nume
Production/Drilling Spvr

Title -
March 19, 1997

Datc J

N
Il
.
ya

5280.00"

BSURVEYOR CERTIFICATION

1 hereby centify that the well location shown on this plat
wus plotted from ficld noies of actuul surveys made by me
or under my supcrvision, and that the same is true and
correct o the best af my belif.

5260.20'
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Hirict | state ol New Mexico Foan C-10.
Encegy, Mincrals & Nuh:nd Kesaugeey Depactucnt Revised 00(0‘)'3( ls, 1994
Instructions on back

140 Haa 1950, Hablin, NAU XK L-1/80
Subenit to Appropriate District Office

Ihistrict 1 . - ,
K11 South Fint, Artesin, NN XKUY OII_, CONS,E]{ VI\‘I‘ION DIVlSION .
Pistaiet 1 _ 2040 South Pacheco . Sx;.uc Leise - 4 Copics
VKRS Rio Wearss Wdo, Astoc, NM RT4L0 Santa l-'c, NM 87505 Fee Lease - 3 Copies

(. AMENDED REPORT

2040 Nauth Pacliocn, Swnta e, NM ATS0US

WELL LOCATION AND ACREAGE DEDICATION PLAT
C Al Nuwber ? foal Cude . * L'uol Nuue
o -037-2 s¢<T 71599 Basin Dakota |
 Praperty Cude ’_l'rupcd Nuuc T Well Number
009958 SAN JUAN 30-5 UNIT Lty
'OGRID No. ‘ * Opeeatar Nune * Elcvatioa
017654 PHILLIPS PETROLEUM CO. 6403
"% Surface Location
' UL, oc lut no. Sectivn Tuwaship | Kunge Lol lda Feet from the Nocth/South linc Fect from the East/Wast linc Couuty
E 2] 30N SW 1555 NORTH 1095 WEST RIO_ARRIBA
' " Bottom Hole Location If Diffcrent From Surface «, *
UL ae lot au, Scction | Towsship | Kunge Lt Tdu Foot feam the Nodl/South linc Fect framn the East/Wast liuc County
E
¥ Dedicated Acren] * Juint or Lafill | ** Consolidation Code | ¥ Ocder No.
320 Y U .
NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED OR A
N p) g2 NONSTANDARD UNIT HAS BEEN APPROVED BY THE DIVISION
¥ [ ¥ v .
y r ’ , Y OPERATOR CERTIFICATION]
5267.46 1 hercby certify that the information conlained hercin is
truc and complecic 10 the best of my knowledge and belicf

11 ezl

Proated Nuwc

Production/Drilling Spvr
$ Title - ]

March 19, 1997

1095 [
—————d) Signsturc
R. A. Allred

Datc

5280.00"

BSURVEYOR CERTIFICATION

o~

1 hereby centify that the well location slown on this plat
wus plotied from field novies of actual surveys made by me
or under my supervision, and that the same is truc and
correct (o the best of my beligf.

5260.20"



5 OHWY &4 NEU Z004
FARMINGTON. NEW MEYICO
WELL NAME:  SaN JUAN 3
FORMATION: DAKOTA

COURNTY s RIO ARRIBA
BTATE:  MNEW MEXIDO

ELEVATION:

TOTAL DEFTH:
FERFORATIONS
TUEBEING SIZE: &
COHBING STZE: 4
FACKER
OTHER: FRESSURE @ SHUT
CASING 00, TURING 500

THRDIVIDUAL WELL

DATA &

FLOWING

i)

05

T
T
T

i

FHILLIPS FETROLEUM COMPANY
§7 4001

# 75

T4

DATE:  FEBRRUSRY &.

TYFE

CARING PRESSURE: 1100
TURING FRESSURE: 0
OIL LEVEL:
WATE Vizlos
i THRE &
AMERADS ELEMENT MUMBER:
FRAMGE:  O-2500

WELL 8TATUS
@ 1400

o mTED
Fls

R
e e TR 2

TEST: 8TATID GRADIENT



Dakota Production Forecast for 30-5 Unit
Well #75M

Year | Month | Gas (MCF)
Feb. 98 1 5,135
Mar 2 5,635
Apr 3 5,406
May 4 5,537
Jun 5 5,312
Jul 6 5,441
Aug 7 5,393
Sep 8 5174
Oct 9 5,299
Nov 10 5,083
Dec 11 5,207
1999 12 5,162
Feb 13 4,621
Mar 14 5,072
Apr 15 4,865
May 16 4,983
Jun 17 4,780
Jul 18 4,897

Initial Rate = 185 MCEF/D



SINUG-0E SMIN

86/01/C0
SUYAX
91 71 21 ot 8 9 b 2 0
: * _ﬂ __ | . | 0
® ® ®
@
{ + 0¢
, &
| hn + ot m
4+ 09 =
.
&
08 §
5
Z
+ 001
,m ce# G0t @ mU._
_, Sz# G0t ® +o0z1
ST#G0E ¥
| SIMOTRAIN 6-0F e
{o,.mD odAL AN §-08 — T ovl
b J— » o i N 091

JAIIAYSIN LINM G-0€




PHILLIPS PETROLEUM COMPANY
FARMINGTON, NEW MEXICO 87401

5525 HWY. 64 NBU 3004

February 10, 1998

New Mexico Oil & Gas Conservation Div.
2040 South Pacheco
Santa Fe, NM 87505-6429

Downhole Commingling Allocation Method
on the San Juan 30-5 Unit # 75M

Dear Sirs:

Phillips is proposing to utilize the subtraction method on the subject well for approximately six months after actual
commingling occurs. After the six month period we will convert to the ratio method as indicated in our
commingling application. We believe this will be a more accurate method of allocating production considering that
the Dakota interval has been producing for several months and that the production will not be stabilized on the
Mesaverde for several months.

Dakota Production Forecast

February 1998 5,135 March 1998 5,635
April 1998 5,406 May 1998 5,537
June 1998 5,312 July 1998 5,441
August 1998 5,393 September 1998 5,174
October 1998 5,299 November 1998 5,083

For example, if the total volume for September 1998 were 9,980 mcf, then the Dakota would be allocated 5,174 mcf
and the Mesaverde 4,806 mcf.  And subsequently, the Dakota would be allocated 5,174/9,980) or 51.84%, and
Mesaverde would be allocated (4,806/9,980) or 48.16%.

Sincerely,
PHILLIPS PETROLEUM COMPANY

Mok % Sodol

Mark W. Stodola
Reservoir Engineer

MS/pc

cc: OCD - Aztec
BLM - Farmington
NM Commissioner of Public Lands - Santa Fe
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January 6, 1998

Mr Mark W Stodola
Phillips Petroleum Co
5525 Hwy 64 NBU 3004
Farmington NM 87401

Re: San Juan 30-5 Ut #110M, APH 30-039-25058, E-16-30N-05W, DHC

Dear Mr. Stodola:

Your recommended allocation of commingled production using the subtraction methaod for the
referenced well 1s hereby accepted through the month of June 1998, Beginning in July you will

submut a recommended allocation formula bascd on historical production values.

If vou have any questions, plcase contact me.

Yours truly,

—

r -
// Pt
. . i
e e 3 (//'
Tt ~— D T L

/Eéc Busch

District Geologist/Deputy O&G Inspector

EB/sh

cc. well file

OIL CONSERVATION DIVISION - P.O. Box 6429 - Santa Fe, NM 876056429 - (606) B27-7131



PHILLIPS PETROLEUM COMPANY

FARMINGTON, NEW MEXICO 87401
6525 HWY. 64 NBYU 3004

December 17, 1997

NM Oil & Gas Conservation Division
1000 Rio Brazos Rd.
Aztec. NM §7410

Downhole Commingling Aflocation Method
on the 30-5 Unit #110M

Decar Sirs:

Phillips proposes to utilize the subtraction method through June 1998, and then convert to the ratio method
after June 1998. We believe this will be a more accurate method of allocating production considering that
the production will not be stabilized on the Mesaverde for several months.

Dakota Production Forecast

Dec. 1997 6879 mcf
Jan. 1998 6814 mef
Feb. 1998 6097 mct
March 1998 6687 mcf
April 1998 6410 mcf
May 1998 6561 mcf
June 1998 6290 mct

For example, if the total June 1998 were to be 12,290 mcf, then the Dakota would be allocated 6290 mcf
and the Mesaverde 6000 mcf. And subsequently, the Dakota would be allocated (6290/12.290) or 51.18%.
and the Mesaverde would be allocated (6000/12,290) or 48.82%.

Sincerely,
PHILLIPS PETROLEUM COMPANY

._ e
. /ﬂ’/,zfl VA b

Mark W. Stodola  /x, .,
Reservoir Engineer // G —



"Page: 1 Document Name: Tcpip_1l

MEP81-01 PARPI - WELLZONE PRODUCTION BROWSE Date: 2/10/98

DAILY AVERAGE BY MONTH User: MWSTODO
Wellzone F0625 02 Yr: 1997 Mth: 05 Property: 650402 SAN JUAN 30-5 DAKOTA UNIT-
Screen: 1 (l1-Prod, 2-Inj, 3-Both) Well No: 000075M

Type: D (T-Total, D-Daily Avg) Field: 042233 BASIN
Period: M (M-Mnthly, Y-Yrly, C-Cum) Resvr: 20079 DAKOTA NQ
AD 000 - PRODUCED ---—--—-==———————= ———— DAYS ---- - WELL -
FLLG DATE OIL (BBL) GAS (MCFJp) WATER (BBL) PROD OP ST CL TY
1997-05 0.00 0 0 0.00 0 86 11 2
1997-06 0.00 61 0 30.00 30 11 11 2
1997-07 0.00 302 0 31.00 31 11 11 2
1997-08 0.00 208 0 31.00 31 11 11 2
1997-09 0.00 161 0 30.00 30 11 11 2
* 1997-10 0.00 158 4 31.00 11 11 11 2
* 1997-11 0.00 128 0 30.00 30 11 11 2
1997-12 0.00 136 0 31.00 31 11 11 2
NO MORE DATA AVAILABLE
PA1=ICE PA2=Exit PFl=Help PF3=End PF11=GRAPH
Transfer-> PF7=Backward PF8=Forward PF4=PREV SCREEN PF12=L0OG GRAPH

Date: 02/10/98 Time: 11:04:58 AM




Exhibit 3.2

Production Allocation Methodology

¢ Adding New Zone to Existing Zone - Initially Subtraction Method

followed by Fixed Allocation Method
e Subtraction Method {+/- 1st 12 months)

» Forecast production rate by month for existing zone
utilizing established decline curve for zone

« Subtract forecasted rate from commingled rate to define
new zone rate

o Utilize subtraction method for +/- 12 months until new
zone rate stabilizes, then utilize fixed allocation method

with current rates

e Fixed Allocation Method (after Subtraction Method)

e Utilize forecasted rate from established decline curve for
lower zone

» Calculate upper zone rate by subtracting lower zone rate
from commingled rate

e Lower zone allocation = _Lower zone rate
Commingled rate

« Upper zone allocation =
(Commingled rate - Lower zone rate) / Commingled rate



Attachment

OCD Form C-107A (3/12/96)]

Item No. 12 - additional explanation:

Based on water analysis from the Mesaverde and Dakota zones and
discussions with the chemical treating/analysis company the water from
these two zones are compatible. Lab analysis of the individual waters from
both the Mesaverde and Dakota formations resulted in positive scaling
indices for barium sulfate. There was a slight increase in the barium sulfate
scaling index of the combined waters relative to the scaling index of the

individual waters.

None of the waters, combined or individual, had meaningful scaling
tendencies and combined with the fact that typical water production from
either of these zones in San Juan 30-5 are 0-1 BWPD and no barium sulfate
scale has been detected to date, no negative impacts to the formations are

anticipated.



