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

Year Month | Gas (MCF)
Feb. 98 1 5135
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 5162
Feb 13 4,621
Mar 14 5,072
Apr 15 4,865
May 16 4,983
Jun 17 4,780
Jul 18 4,897

[nitial Rate = 185 MCEF/D
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7~=( 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 ¥ Stodole

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 Unit #1 TOM, API# 30-039-25658, E-16-30N- 0SW,_ DHC

Dear Mr Stodola:

Your recommended ailocation of commingled production using the subtraction method for the
reterenced well is hereby accepted through the monih of June 1998 Beginning in July you will

submut @ recommended allocation formula based on historical production vilues
[f vou have any questions, please contact nic.

Yours truly,

/,/ T rce ~— D T

A-rnie Busch

District Geologist/Deputy Q&G Inspector
E3ssh

cc well file

OIL CONSERVATION DIGSION - 2.0 Box 6429 - Santa Fe NM EBI6056429 - (606) 827-7131



PHILLIPS PHILLIPS PETROLEUM COMPANY

PN~

FARMINGTON. NEV MEXICO 87401
HO25 HWY 64 NBEY) 3004

December 17. 1997

NN Ol & Gas Conservation Division
1000 Rio Brazos Rd
Aztec. NM 87410

Downhole Commingling Allocation Method
on the 30-3 Unit #110M

Dear 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 altocating production considering that
the production will not be stabilized on the Mesaverde for several months. -

Dakota Production Forecast

Dec. 1997 0879 mcf
Jan. 1998 6814 mct
Feb. 1998 6097 mct
March 1998 0687 mcl
April 1998 6410 mcf
May 1998 6561 mel
June 1998 6290 mcf

For example, it the total June 1998 were to be 12,290 mct. then the Dakota would be aliocated 6290 mef

and the Mesaverde 6000 mel. 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%.

Smcerely,

PHILLIPS PETROLIZUM COMPANY
I

\/ ) )z(. L [l

Mark W. Stodola Foy
Reservoir Engineer / .-



Page: 1 Document Name: Tcpip_1l

MEP81-01 PARPI - WELLZONE PRODUCTION BROWSE Date: 2/10/98
DAILY AVERAGE BY MONTH User: MWSTODO
Nellzone F0625 02 Yr: 1997 Mth: 05 Property: 650402 SAN JUAN 30-5 DAKOTA UNIT-
Screen: 1 (1-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 NOQ
ADJ 00 e e mm————— PRODUCED --—-——-———=——————— ———— DAYS ---- - WELL -
FLG DATE OIL (BBL) GAS (MCFJp) WATER (BBL) PROD OpP 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 AVAILARLE -
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 Metho'a (+/- 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

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

with current rates
® Fixed Allocation Method (after Subtraction Method)

Utilize forecasted rate from established decline curve for

lower zone

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

« 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.



