BEFORE THE
OIL CONSERVATION DIVISION
NEW MEXICO DEPARTMENT OF ENERGY. MINERALS AND NATURAL RESOURCES
IN THE MATTER OF THE APPLICATION
OF YATES PETROLEUM CORPORATION

FOR DOWNHOLE COMMINGLING.
LEA COUNTY, NEW MEXICO. CASE NO. / / /)ay/

APPLICATION

YATES PETROLEUM CORPORATION ("Yates"), through its undersigned
attorneys, hereby makes application to the Oil Conservation Division for approval for
downhole commingling of production from the Queen formation, (West Reeves-Queen Gas
Pool) the Grayburg formation and the San Andres formation for the Pawnee APW State
Well No. 1 located 660 feet from the North and East lines (Unit A) of Section 20, Township
18 South, Range 35 East, N.M.P.M., Lea County, New Mexico, and in support thereof states:

1. Yates owns and operates the Pawnee APW State Well No. 1 which is currently
producing oil from the San Andres formation.

2. Yates seeks approval for downhole commingling of production from the Queen
formation, Grayburg formation and the and San Andres formation because the continued
operation of this well as a single zone producer is uneconomic.

3. On March 4, 1997, Yates filed an application for administrative approval of

downhole commingling in this wellbore and the allocation of 10% of the gas production to



the Queen formation and 90% of the gas and 100% of the oil production to the San Andres
formation. No production will be allocated to the Grayburg formation. A copy of this
Administrative application is attached hercto as Exhibit A.

4. By letter dated April 10, 1997. the Division Director denied this application
because “It has been the long held policy of the Division to not allow downhole commingling
in a case which one of the proposed intervals is not productive of oil or gas.” The Director
recommended that the Grayburg interval be cement squeezed and then an application for
downhole commingling be filed for the Queen and San Andres formations. A copy of this
letter is attached hereto as Exhibit B.

5. The economics of this well will not bear the additional costs of a cement
squeeze and therefore Yates requests that this application be set for hearing at which time it
will present evidence which will demonstrate that downhole commingling of the Grayburg
formation with the Queen and San Andres formations will not result in the downhole
migration of hydrocarbons into the Grayburg formation and will enable Yates to recover the
remaining reserves in this marginal well thereby preventing the waste of oil and gas.

6. Granting this application will result in the production of hydrocarbons that
otherwise will be wasted and will not damage the subject reservoirs.

7. Granting this application will be in the best interest of conservation, the

prevention of waste and the protection of correlative rights.
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WHEREFORE, Yates Petroleum Corporation requests that this application be set for
hearing before a duly appointed Examiner of the Oil Conservation Division on May 15, 1997
and that, after notice and hearing as required by law, the Division enter its Order granting this
application.

Respectfully submitted,

CAMPBELL, CARR, BERGE
& SHERIDAN, P.A.

s

WILLIAM F. CA
Post Office Box 2208
Santa Fe, New Mexico 87504
Telephone: (505) 988-4421

ATTORNEYS FOR YATES PETROLEUM
CORPORATION
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NOTIFICATION LIST
APPLICATION OF YATES PETROLEUM CORPORATION
FOR DOWNHOLE COMMINGLING,
LEA COUNTY, NEW MEXICO

UNIT A OF SECTION 20,
TOWNSHIP 18 SOUTH, RANGE 35 EAST, NNM.P.M.

Manzano Oil Corporation
Post Office Box 2107
Roswell, NM 88202-2107

Mitchell Energy Corporation
Post Office Box 4000
The Woodlands, TX 77387-4000

Maralo, Inc.
5151 San Felipe, Suite 400
Houston, TX 77056-3607

Texaco Exploration and Production Inc.
Post Office Box 3109
Midland, TX 79702
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. NEW MEXICO ENERGY' MINERALS DIL CONSRRVATION BIVIBION

1949 Sauth Pashese Mireet

& NATURAL RESOURCES DEPARTMENT Sune . e Wasiea 4Tk
April 10, 1997
Yates Petroleum Company
105 South Fourth Street
Artesia, New Mexico 88210

Attn: Mr, Morris Keith

Re: Recent Application for Downhole Commingling.
Dear Mr. Keith:

Reference is made to your application to downhole commingle production on your Pawnee
‘APW’ State Well No.1. Your application includes a Grayburg interval 10 which no production
would be allocated. It has been the long held policy of the Division to not allow downhole
commingling in a case which one of the proposed intervals is not productive of oil or gas. With
the intent of maintaining such policy, the application is hereby denied and, the subject well shall
be shut-in upon receipt of this letter.

The Division recommends the following actions be considered. The Grayburg iaterval in the
wellbore may be properly cement squeezed in 8 manner satisfactory to the supervisor of the
Hobbs District Office of the Division, and an application submitted for the downhole
commingling of the remaining two zones, or, the matter may be set for an examiner hearing,

Please inform the Division of your intentions at your earliest convenience,

William J.
Director

WIL/BES

cc: Qil Conservation Division - Hobbs
file

Exhibit B




CASE

/

Application of Yates Petroleum Corporation for downhole
commingling, Lea County, New Mexico. Applicant in the above-styled
cause seeks approval to downhole commingle production from the
Queen (West Reeves-Queen Gas Pool), Grayburg and San Andres
formation within the wellbore of its Pawnee APW State Well No. |
located 660 feet from the North and East lines (Unit A) of Section 20,
Township 18 South, Range 36 East. which is located approximately
___miles of , New Mexico.




CAMPBELL, CARR, BERGE
8 SHERIDAN, ra.

LAWYERS

MICHAEL B. CAMPBELL JEFFERSON PLACE
WIiLLIAM F. CARR

SUITE | - (10 NORTH GUADALUPE
BRADFORD C. BERGE
POST OFFICE BOX 2208
MARK F. SHERIDAN
MICHAEL H. FELDEWERT SANTA FE, NEW MEXICO 87504-2208

ANTHONY F. MEDEIROS
PAUL R. OWEN

JACK M, CAMPBELL Aprll 22 1997

OF COUNSEL

HAND-DELIVERED

TELEPHONE: (5085} 988-442I

FACSIMILE: (505) 983-6043

E-MAiL: cchspa@ix.netcom.com

William J. L.eMay, Director

01l Conservation Division

New Mexico Department of Energy. -
Minerals and Natural Resources AR
2040 South Pacheco

Santa Fe, New Mexico 87503

Re:  Application of Yates Petroleum Corporation for Downhole Commingling, Lea
County, New Mexico

Dear Mr. LeMay:

Enclosed in triplicate is the Application of Yates Petroleum Corporation in the above-
referenced case as well as a legal advertisement. Yates Petroleum Corporation respectfully
requests that this matter be placed on the docket for the May 15, 1997 Examiner hearings.

Veyy truly yours,

WILLIAM F. CARR

WEC:mlh
Enclosures

cc: Ms. Mecca Mauritsen (w/enclosures)
Yates Petroleum Corporation
105 South Fourth Street
Artesia, New Mexico 88210



