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Hand D e l i v e r e d 

M i c h a e l E. Stogner 
New Mexico O i l C o n s e r v a t i o n D i v i s i o n 
2040 South Pacheco S t r e e t 
Santa Fe, New Mexico 87505 

Dear Mr. Stogner: 

Enclosed are a copy o f a proposed o r d e r i n Case Nc . 11,6 
( A p p l i c a t i o n o f M a l l o n O i l Company f o r a downhole commingli 
r e f e r e n c e c a s e ) , t o g e t h e r w i t h a d i s k (Wordperfect 5.1) w i t h z 
o r d e r on i t . 

Very t r u l y y o u r s , 

James Bruce 

A t t o r n e y f o r M a l l o n 
O i l Company 

c c : Ray Jones w / e n c l 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 11697 
ORDER NO. R-

APPLICATION OF MALLON OIL 
COMPANY FOR THE ESTABLISHMENT 
OF A DOWNHOLE COMMINGLING 
REFERENCE CASE PURSUANT TO 
DIVISION RULE 3 03.E AND THE 
ADOPTION OF SPECIAL ADMINISTRATIVE 
RULES THEREFOR, SAN JUAN COUNTY, 
NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION: 

T h i s cause came on f o r h e a r i n g a t 8:15 a.m. on January 9, 

1997, a t Santa Fe, New Mexico, b e f o r e Examiner M i c h a e l E. Stogner. 

NOW, on t h i s day o f March, 1997, t h e D i v i s i o n D i r e c t o r , 

h a v i n g c o n s i d e r e d t h e t e s t i m o n y , t h e r e c o r d , and t h e 

recommendations o f t h e Examiner, and b e i n g f u l l y a d v i s e d i n t h e 

premises, 

FINDS THAT: 

(1) Due p u b l i c n o t i c e h a v i n g been g i v e n as r e q u i r e d by law, 

the D i v i s i o n has j u r i s d i c t i o n o f t h i s cause and t h e s u b j e c t m a t t e r 

Thereof. 

(2) The a p p l i c a n t , M a l l o n O i l Company, p u r s u a n t t o t h e 

p r o v i s i o n s o f D i v i s i o n Rule 303. E., seeks t o e s t a b l i s h a. downhole 

commingling " r e f e r e n c e case" t o p r o v i d e e x c e p t i o n s f o r (a) m a r g i n a l 

economic c r i t e r i a , (b) p r e s s u r e c r i t e r i a , (c) a l l o c a t i o n f o r m u l a s , 

and (d) m o d i f i c a t i o n o f n o t i f i c a t i o n r u l e s on a lease-wide b a s i s 
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f o r downhole commingling of F r u i t l a n d Coal, P i c t u r e d C l i f f s , 

Mesaverde, G a l l u p , and Dakota p r o d u c t i o n i n e x i s t i n g o r f u t u r e 

w e l l s d r i l l e d w i t h i n J i c a r i l l a Apache T r i b a l Lease C o n t r a c t Nos. 

434 and 435. 

(3) D i v i s i o n Rule 303.E., amended by Order No. R-10470-A, 

c u r r e n t l y s t a t e s : 

" I f s u f f i c i e n t d a ta e x i s t s on a l e a s e , p o o l , f o r m a t i o n , 
g e o g r a p h i c area, e t c . , so as t o r e n d e r i t unnecessary t o 
r e p e a t e d l y p r o v i d e such d a t a on Form C-107-A, an o p e r a t o r 
may except any o f t h e v a r i o u s c r i t e r i a r e q u i r e d under 
Paragraph 303.D. o f t h i s r u l e by e s t a b l i s h i n g a 
" r e f e r e n c e case." The D i v i s i o n , upon i t s own m o t i o n , o r 
by a p p l i c a t i o n from an o p e r a t o r , may e s t a b l i s h " r e f e r e n c e 
cases" e i t h e r a d m i n i s t r a t i v e l y o r by h e a r i n g . Upon 
D i v i s i o n a p p r o v a l o f such " r e f e r e n c e cases" f o r s p e c i f i c 
c r i t e r i a , subsequent a p p l i c a t i o n s t o downhole commingle 
(Form C-107-A) w i l l be r e q u i r e d o n l y t o c i t e t h e D i v i s i o n 
o r d e r number which e s t a b l i s h e d such e x c e p t i o n s and s h a l l 
n o t be r e q u i r e d t o submit data f o r those c r i t e r i a . " 

(4) The a p p l i c a n t i s t h e c u r r e n t o p e r a t o r o f J i c a r i l l a Apache 

T r i b a l C o n t r a c t No. 434, w h i c h covers a l l o f S e c t i o n s 4, 5, and 6, 

and J i c a r i l l a Apache T r i b a l C o n t r a c t No. 435, w h i c h covers a l l of 

S e c t i o n s 7, 8, 9, and 10, a l l w i t h i n Township 22 N o r t h , Range 4 

West, N.M.P.M., Sandoval County, New Mexico ( c o l l e c t i v e l y , t h e 

"Leases"). 

(5) A c c o r d i n g t o i t s evidence and t e s t i m o n y , a p p l i c a n t seeks 

t o : 

(a) E s t a b l i s h a " r e f e r e n c e case" f o r m a r g i n a l economic 
c r i t e r i a i n t h e F r u i t l a n d Coal t h r o u g h t h e Dakota 
f o r m a t i o n s whereby these f o r m a t i o n s and/or p o o l s 
may be i d e n t i f i e d as " m a r g i n a l " on F'orm C-107-A's 
s u b s e q u e n t l y f i l e d f o r w e l l s w i t h i n t h e d e s c r i b e d 
Leases. The a p p l i c a n t f u r t h e r proposes t h a t t h e 
d a t a p r o v i d e d in. t h e immediate case serve as 
s u p p l e m e n t a l d a t a o r c o n f i r m a t i o n t h a t these 
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f o r m a t i o n s and/or p o o l s s h o u l d be c l a s s i f i e d as 
"marginal,- " 

(b) E s t a b l i s h a " r e f e r e n c e case" f o r p r e s s u r e c r i t e r i a 
i n t h e F r u i t l a n d Coal t h r o u g h t h e Dakota f o r m a t i o n s 
whereby t h e D i v i s i o n may u t i l i z e d a t a p r o v i d e d i n 
th e immediate case t o v e r i f y t h e p r e s s u r e data 
p r o v i d e d on Form C-107-A's s u b s e q u e n t l y f i l e d f o r 
w e l l s w i t h i n t h e Leases; 

(c) E s t a b l i s h a " r e f e r e n c e case" whereby t h e D i v i s i o n 
u t i l i z e s t h e d a t a p r e s e n t e d i n t h e immediate case 
t o endorse o r approve c e r t a i n methods o f a l l o c a t i n g 
p r o d u c t i o n whereby t h e a p p l i c a n t need n o t submit 
a d d i t i o n a l d ata or j u s t i f i c a t i o n when p r o p o s i n g a 
c e r t a i n method o f a l l o c a t i n g p r o d u c t i o n on Form C-
107-A's s u b s e q u e n t l y f i l e d f o r w e l l s w i t h i n t h e 
Leases; and 

(d) E s t a b l i s h a " r e f e r e n c e case" o r an a d m i n i s t r a t i v e 
p r o c e d u r e f o r a u t h o r i z i n g t h e downhole commingling 
o f e x i s t i n g o r f u t u r e d r i l l e d w e l l s w i t h i n t h e 
Leases w i t h o u t a d d i t i o n a l n o t i c e t o each a f f e c t e d 
i n t e r e s t owner as r e q u i r e d by D i v i s i o n Rule No. 
303.D. 

(6) I n s u p p o r t o f i t s r e q u e s t t o except m a r g i n a l economic 

c r i t e r i a , t h e a p p l i c a n t p r e s e n t e d g e o l o g i c and e n g i n e e r i n g evidence 

and Testimony whic h i n d i c a t e s t h a t : 

(a) The Leases are i n t h e s o u t h e a s t San Juan Bas i n , on 
th e edge o f e s t a b l i s h e d p r o d u c t i o n ; 

(b) Each o f t h e Leases i s now h e l d by p r o d u c t i o n from 
one w e l l upon each Lease, and t h e Bureau o f I n d i a n 
A f f a i r s has made no demand f o r f u r t h e r development 
due t o t h e m a r g i n a l economics o f development on t h e 
Leases; 

(c) The F r u i t l a n d Coal t h r o u g h t h e Dakota f o r m a t i o n s 
are c o n s i s t e n t l y mappable across t h e Leases, 
a l t h o u g h not e v e r y f o r m a t i o n i s p r o d u c t i v e l e a s e -
wide ; 

(d) Data from w e l l s i n Townships 22 and 23 N o r t h , 
Ranges 4 and 5 West, shows t h a t t h e p r i m a r y zones 
of i n t e r e s t are t h e P i c t u r e d C l i f f s and G a l l u p 
f o r m a t i o n s . No w e l l s have been d r i l l e d i n t h i s 
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area d u r i n g t h e 1990s; 

(e) The e s t i m a t e d u l t i m a t e r e c o v e r i e s from t h e b e t t e r 
P i c t u r e d C l i f f s w e l l s i n t h e area range from 170 t o 
284 MMCF o f gas. The e s t i m a t e d u l t i m a t e r e c o v e r i e s 
from t h e b e t t e r Gallup/Dakota d u a l c o m p l e t i o n s i n 
the area range from 51 t o 82 MBO and 48 t o 151 MMCF 
of gas; 

( f ) The e s t i m a t e d u l t i m a t e r e c o v e r i e s from t h e P i c t u r e d 
C l i f f s and G a l l u p f o r m a t i o n s are i n s u f f i c i e n t t o 
j u s t i f y d r i l l i n g s t a n d - a l o n e w e l l s and/or d u a l l y 
completed w e l l s t c r e c o v e r such r e s e r v e s ; and 

(g) The a p p l i c a n t w i l l not d r i l l any a d d i t i o n a l w e l l s 
w i t h i n t h e Leases u n l e s s i t can downhole commingle 
p r o d u c t i o n . 

(7) The evidence and t e s t i m o n y p r e s e n t e d by the a p p l i c a n t 

i n d i c a t e s t h a t t h e F r u i t l a n d Coal t h r o u g h t he Dakota f o r m a t i o n s 

w i t h i n t he Leases s h o u l d p r o p e r l y be c l a s s i f i e d as " m a r g i n a l . " 

(8) I n support, o f i t s r e q u e s t t o except p r e s s u r e c r i t e r i a 

w i t h i n t h e F r u i t l a n d Coal t h r o u g h t h e Dakota f o r m a t i o n s w i t h i n t h e 

Leases, t h e a p p l i c a n t p r e s e n t e d e n g i n e e r i n g evidence and t e s t i m o n y 

which i n d i c a t e s t h a t : 

(a) The p r e s s u r e g r a d i e n t i n t h e F r u i t l a n d t h r o u g h t h e 
Dakota f o r m a t i o n s i s normal; and 

(b) C r o s s f l o w i s not a n t i c i p a t e d . 

(9) There i s s u f f i c i e n t p r e s s u r e data a v a i l a b l e w i t h i n t h e 

area so as t o except p r e s s u r e c r i t e r i a as proposed by t h e 

a p p l i c a n t . 

(10) The a p p l i c a n t proposed, t h a t t h e f o l l o w i n g a l l o c a t i o n 

methods be u t i l i z e d f o r downhole commingled w e l l s w i t h i n t h e 

Leases, depending on t h e c i r c u m s t a n c e s , as f o l l o w s : 

(a) Gas p r o d u c t i o n w i l l be a l l o c a t e d t o each f o r m a t i o n 
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based on t h e amount o f t h e p e r f o r a t e d i n t e r v a l i n 
each f o r m a t i o n ; and 

(b) O i l p r o d u c t i o n w i l l be a l l o c a t e d o n l y t o t h e G a l l u p 
and Dakota f o r m a t i o n s , and t h e a l l o c a t i o n w i l l be 
based on t h e amount o f t h e p e r f o r a t e d i n t e r v a l i n 
each f o r m a t i o n . 

(11) The a l l o c a t i o n methods proposed by t h e a p p l i c a n t are 

reasonable based on t h e s m a l l amount o f p r o d u c t i o n i n t h e area o f 

the Leases, and t h e r e f o r e t h e p r o p o s a l t o except a l l o c a t i o n 

f o r m u l a s s h o u l d be approved.. 

(12) I n s u p p o r t o f i t s r e q u e s t t o e s t a b l i s h a " r e f e r e n c e case" 

or a d m i n i s t r a t i v e procedure f o r e l i m i n a t i n g n o t i c e r e q u i r e m e n t s 

w i t h i n t h e Leases, t h e a p p l i c a n t p r e s e n t e d evidence and t e s t i m o n y 

which i n d i c a t e s t h a t : 

(a) I n t e r e s t ownership i n J i c a r i l l a Apache T r i b a l 
C o n t r a c t No. 434 i s common as t o a l l zones, and 
i n t e r e s t ownership i n J i c a r i l l a Apache T r i b a l 
C o n t r a c t No. 4 35 i s common as t o a l l zones; 

(b) Pursuant t o D i v i s i o n Rule 303.D., a p p l i c a n t i s 
c u r r e n t l y r e q u i r e d t o n o t i f y a l l i n t e r e s t owners 
w i t h i n t h e Leases e v e r y t i m e a Form C-107-A i s 
s u b m i t t e d t o t h e D i v i s i o n ; 

(c) P r o v i d i n g n o t i c e t o each i n t e r e s t owner w i t h i n t h e 
Leases o f subsequent downhole commingling i s 
unnecessary and i s a burden on t h e a p p l i c a n t ; 

(d) The downhole commingling o f w e l l s w i t h i n t h e Leases 
w i l l b e n e f i t w o r k i n g , r o y a l t y , and o v e r r i d i n g 
r o y a l t y i n t e r e s t owners. I n a d d i t i o n , t h e downhole 
commingling o f w e l l s w i t h i n t h e Leases s h o u l d not 
v i o l a t e t h e c o r r e l a t i v e r i g h t s o f any i n t e r e s t 
owner; and 

(e) N o t i c e was g i v e n o f t h e a p p l i c a t i o n h e r e i n t o a l l 
i n t e r e s t owners i n t h e Leases, and no i n t e r e s t 
owner appeared a t t h e h e a r i n g i n o p p o s i t i o n t o t h e 
establishment; o f a " r e f e r e n c e case" o r e l i m i n a t i n g 
t h e n o t i c e r e q u i r e m e n t . 
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(13) An a d m i n i s t r a t i v e p rocedure s h o u l d be e s t a b l i s h e d f o r 

o b t a i n i n g a p p r o v a l f o r downhole commingled w e l l s on t h e Leases 

w i t h o u t n o t i c e t o i n t e r e s t owners i n t h e Leases; p r o v i d e d , however, 

t h a t a l l o t h e r p r o v i s i o n s c o n t a i n e d w i t h i n t h e D i v i s i o n Rule 303.C. 

are c o m p l i e d w i t h . 

(14) A p p r o v a l o f t h e proposed " r e f e r e n c e case" f o r m a r g i n a l 

economic c r i t e r i a , p r e s s u r e c r i t e r i a , a l l o c a t i o n f o r m u l a s , and 

n o t i c e w i l l l e s s e n t h e burden on t h e a p p l i c a n t i n s o f a r as p r o v i d i n g 

the d a t a r e q u i r e d p u r s u a n t t o D i v i s i o n Rule 303.D. and Form C-107-

A, w i l l p r o v i d e t h e a p p l i c a n t a s t r e a m l i n e d method f o r o b t a i n i n g 

downhole commingling a p p r o v a l s w i t h i n t h e Leases, and w i l l n o t 

v i o l a t e c o r r e l a t i v e r i g h t s . 

I T I S THEREFORE ORDERED THAT: 

(1) The a p p l i c a t i o n o f M a l l o n O i l Company t o e s t a b l i s h a 

" r e f e r e n c e case" f o r (a) marginal, economic c r i t e r i a , (b) p r e s s u r e 

c r i t e r i a , (c) a l l o c a t i o n f o r m u l a s , and (d) m o d i f i c a t i o n o f 

n o t i f i c a t i o n r u l e s on a lease-wide b a s i s f o r downhole commingling 

of F r u i t l a n d Coal, P i c t u r e d C l i f f s , Mesaverde, G a l l u p , and Dakota 

p r o d u c t i o n w i t h i n e x i s t i n g o r f u t u r e d r i l l e d w e l l s w i t h i n J i c a r i l l a 

Apache T r i b a l C o n t r a c t Nos. 434 and 435, Sandoval County, New 

Mexico, i s hereby approved. 

(2) Upon f i l i n g o f D i v i s i o n Form C-107-A's f o r w e l l s 

s u b s e q u e n t l y downhole commingled w i t h i n t h e Leases, t h e a p p l i c a n t 

s h a l l n o t be r e q u i r e d t o submit s u p p o r t i n g d a t a t o j u s t i f y t h e 

c l a s s i f i c a t i o n o f t h e F r u i t l a n d Coal t h r o u g h t h e Dakota f o r m a t i o n s 
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as "marginal," supporting data t o v e r i f y the pressure i n f o r m a t i o n 

provided on Fruitia.nd Coal through che Dakota formations, and 

support or j u s t i f i c a t i o n f o r u t i l i z i n g a given method c r formula 

f o r a l l o c a t i o n of production; provided, however, t h a t i n the event 

any of the data described above aippearing on Form C-107-A appears 

to be beyond the data range provided i n t h i s case, the D i v i s i o n may 

req u i r e the s u b m i t t a l of a d d i t i o n a l supporting data. 

(3) I n order to o b t a i n D i v i s i o n a u t h o r i z a t i o n t o downhole 

commingle w e l l s w i t h i n the Leases, the a p p l i c a n t s h a l l f i l e a Form 

C-107-A w i t h the Santa Fe and Aztec O f f i c e s of the D i v i s i o n . Such 

a p p l i c a t i o n s h a l l contain a l l the i n f o r m a t i o n r e q u i r e d under Rule 

303.C. of the D i v i s i o n Rules and Regulations; provided, however, 

chat the a p p l i c a n t s h a l l no: be re q u i r e d t o provide n o t i c e t o a l l 

i n t e r e s t owners w i t h i n the Leases of such proposed commingling. 

(4) J u r i s d i c t i o n of t h i s caiuse i s r e t a i n e d f o r the: e n t r y of 

such f u r t h e r orders as the D i v i s i o n may deem necessary. 

DONE at Santa Fe, New Mexico, on the day and year hereinabove 

designated. 

STATE OF NEW MEXICO 
OIL CONSERVATION DIVISION 

WILLIAM J. LEMAY 
D i r e c t o r 


