
STATE OF NEW MEXI(’t)

ENERGY, MINERALS AND NATURAL RESOtRCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION

I)IVISION FOR THE PURPOSE OF
CONSIDERING:

CASE NO. 11628

()RI)ER NO. R-10696

XPI)LICATION OF BURLINGTON RESOURCES
()IL & GAS COMPANY FOR THE ESTABLISHMENI

OF A DOWNHOLE COMMINGLING REFEREN E
CASE" FOR ITS SAN JUAN 28-6 L2NIT PURSUANT

TO DIVISION RULE 303.E. AND THE ADOPTION
OF SPECIAL ADMINISTRATIVE RULES THERE FOR,
SAN JUAN COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIX, ISION:

This cause came on for hearine at 8:15 a.m. on ():to>e,: lV and N,o~ember 7, 1996,
at Santa Fe. Ne;~ Mexico. before Examiners David R. C:ttanach and Michael E. Stogner,

rcspcct]~el3 .

.NOW. oE this 12th day: of November. 1990 the Division Director. having

cot~s~dcred the testimon\, the record and the recommend ~,ti<,ns of the Examiner. and being
lull,, ad\ lscd in ttle premi,,cs.

FINDS THAI:

(1~ Due public notice having been given as required by law. the Division has
}urisdiction of this cause and the subject matter thereof

(2) The applicant, Burlington Resources ():i & Gas Compail.’, (Burlington).
pursuant to the provisions of Division Rule 303.E. seeks to establish a downhole

commingling "’reference case" to provide exceptions f;,r 4al marginal economic criteria,
(b) pressure criteria. (c) allocation formulas and (dt m~:dification of notification rules 

a unit-xvide basis for downhole commingling of Dakot:~. Slesaverde. Fruitland Coal and
Pictured Cliffs gas production within existing or future drilled wells within the San Juan

1"~ ¯ . . I avl ,,8-6 t.nlt. San Juan County. Ne~: Me,,co_

(31 Division Rule No. 303.E.. amended b\ Order No. R-10470-A. currently
-,tales.
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"̄If sufficient data exists on a lease, pool. tbm-mtlc,n, geographic area. etc..

,~c~ as to render it unnecessa:", to repeatedly pro~ ~clc such data on [~-ol-nl C-

107-A. an operator may except any of the various criteria required under

Paragraph 303.D. of this rule by establishing ~:. ’reference case". The
Division, upon its own motion, or by application from an operator, may
establish "’reference cases" either administrative.ix ~r by hearing. Upon

Division approval of such "reference cases’ for specific criteria,
subsequent applications to downhole commin<,le~ 4Form C-107-A) will be

required only to cite the Division order number which established such
exceptions and shall not be required to submit data *c)r those criteria.’"

~4) The applicant is the current operator ~! the San Juan 28-6 Unit which
"" 7"~5encompasses some a,, ~ acres in Townships~ and _<’~’, No,th. Ranoee 6 West, NMPM.

San Juan County Nev, Mexico

(5i Vgitl!in the San luan 28-6 {;nit, the applicant currenth’ operates ninety (90)

Basin-I)akota Gas Pool wells, one hundred twent\.-six i l 2(~i Blanco-Mesa\ erde Gas 

. l O "
.~ells, fift’,-one ~51) Soutia B anc.-Plctured Cliffs Gas Pool \~.eltso and fiftx-eio, ht (58)

Basm-Fruitlanc[ Coal Gas Pooi wells.

According to its evidence and testimon\ Burlim, ton seeks to:

establish a "’reference case" for marginal 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 wel!s within the ’ ¯.~<t~..luan 28 6 Uriit. The
applicam lurther proposes that the dat~, p,:<~ ided in the immediate

case ser\e as supplemental data c)r ~_onfirmation that these
formations andior pools should be classified as "’marginal"

b) establish a "’reference case" for pressure criteria in the Dakota and

Pictured Cliffs formations whereby the Division may utilize data
provided in the immediate case to verify :he pressure data provided

on Form t._-~0,-A s subsequently: tiled fo: ~clls within the San Juan
28-6 Unit.
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establish a ’reference case" whereby the I)i\ision utilizes the data

presented in the immediate case to endorse or approve certain
methods of allocating production wheretT\ the applicant need not

submit additional data or justification \vhe~ proposing a certain
method of allocating production on Form C-107-A’s subsequently

filed for wells xvithin the San Juan 28-6 l.nit: and.

establish a ’retbrence case-" or an ~Mnv, ms,:rative procedure for
autho,nzmg the downhole commingling of ex>ting or future drilled

wells within the San .luan 28-6 Unit ,aithcut additional notice to
each affected interest owner as required b\ Division Rule No.

303 D.

i /t In support of its request to except margin~.i economic criteria, the applicant
presented geologic and engineering evtdence and testimo > which indicates that within the

San Juan 28-6 [!nit:

the structure and thickness of the Dakot:t and Pictured Cliffs

formations are verx consistent:

the averaoe recoverable Dakota and Pictured Cliffs gas reserves
underlying an undeveloped drill block are approximately 449

MMCFG and 186 MMCFG, respective!!. ¯

the average initial producing rate lot a newlx drilled or recompleted

Dakota and Pictured Cliffs gas wel! is approximately 254 MCFGD
and_’16 MCFGD. respectix.ely: and

d, the estimated ultimate gas recoveries aJ~d initial producing rates
trom the Dakota and Pictured Cliffs formations are insufficient to

justify drilling stand alone wells and:or dually completed wells to
recover such gas reserves

The e,~ldence and tesnmonx presented t,x the applicant indicates that the
I)akola and Pictured Cliffs formations within the San J.i:ttl 28-6 Unit should be properly

classified as "’marginal.

19) In support of its request to except pressure criteria within the Dakota and
Pictured Cliffs formations within the San Juan 28 (~ 1,-nit. the applicant presented

engineering evidence and testimony which indicates that
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the average shut-in bottomhole pressure ~v~thm the Dakota and
Pictured Cliffs formations at the time of initial developlnent was

approximately 3.172 psi and 1,173 psi. respectively and.

the axerage current shut-in bottomhole pressure v, ithln the Dakota
and Pictured Cliffs tormanon> is appre~im~,teiv 980 psi and 393 psi.

respecuxeb.

(10) There is sufficient pressure data available ~v ithin the San Juan 28-6 [rnit 
as ~> except pressure criteria as proposed by the applicant.

(11 ) Tile applicant testified that various alloc~ttion methods will be utilized for
downhole commingled wells within the San Juan 28 6 Unit depending on the
circumstances. Some ot the methods aild circumstance, arc described as to!lows:

a) the subtraction method ~ill !ikel~ be u~ilized in those instances
involvine tile Basin-Fruitland Coal Gas P~oi and in those instances
where a zone with a well established decline rate is commingled

with a ne’,vlv completed zone:

bt a fixed allocation formula will be utilized in ~hose instances where
production history for both zones is avaiiai~lc, or in those instances
where newly completed zones are te’;ted a:~,~ stabilized flow rates

obtained

112i -l-he allocanon methods proposed ,~v the applicant are routinely utilized by
industrx and approved by the Dix,~sion and the:.--efore !h~: proposal ,o except allocation
termulas should be approved.

i13} Ir~ support of it,, ~equest to establish a ’:c/erence case" o~ administrative
procedure tor providing notice v, qthm the San Juan 2S-~ Unit the applicant presented

evidence and testimony which indicates that:

the interest ownership between t\~o zone, ~ ithin a given x~ ellbore
in the San Juan 28-6 Unit is generally not ,:~,mmon:

b/ pursuant to Division Rule No. 303.[’, . applicant is currently
required to notit~: all interest owners within the San Juan 28 6 Unit

every time a Form C-107-A is submitted ~o the Division. There are

a considerable number of such interest c,,vncrs within the unit:
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c> providing notice ~c, each interesT, o~vner ~ !t!!In the San Juan 28-6
Unit of subsequent downhole COIPAYllP.gli~!g:’; ~S unnecessary and is

an excessive burden on the applicant:

dl the downho!e commineline. _ ot wells v~ ithili tile Nan Juan a~8-o l.nit
Area v~ill benefit working, royalty, and o\ crridin~ royalty interest
owners. In addition, the downhole conanli,,a,_,ling of wells within the

San Juan 28-6 Unit should not violate the cc, rrelative rights of an\
interest owner;

e) no interest owner appeared at the bernin# in opposition to the
establishment of a "’reference case" or ach>inisnative procedt,re for

notice.

I!4) An administrative procedure should be established within the San Juan 28-(~
l.Tnit for obtaining approval tbr subsequent downhole commingled wells \~ithout notice to
17nit interest owners, provided however that, all other provisions contained within

Division Rule No. 303.C. are complied with.

, !5 ) Approval c,f the proposed ’reference cases ~’ %r marginal economic criteria.

pressure criteria, allocation formulas and notice will lessen the burden on the applicant
ms,.~far as providing the data required pursuant to Divis~_o,! Rule No. 303.D and Form C-
I/)7-A. ~aill provide the applicant a streamlined,,,,."r~.,,~..~.~_..,,,., for obtaining downhole

c{.qnrninellng appr,:~va!s, within the San Juan -8-_, Unit ~.nd will not violate correlative
r>2hts

IT IS THEREFORE ORDERED THAT:

1) The application of Burlington Resources ()il & Gas Company to establish
a ’reference case" for la) marginal economic criteria, (b~ pressure criteria. (c) allocation

formulas and Idi modification of notification rules on a unit-wide basis for downholc
commingling of Dakota. Mesaverde. Fruitland Coal and Pictured Cliffs ,gas production
within existing or future drilled wells within the San Juai1 28-6 Unit. San Juan Count}’.

New Mexico. is hereby approved.
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~2~ Upon filing of Dixqsion Form No, C-i07-As for wells subsequently,
downholc commingled within the San Juan 28-6 Unit Arc’a, the applicant shall not be

required to submit supporting data to justit}’ the classification of the Pictured Cliffs and
Dakota formations as "’marginal". supporting data to verif\ the Pictured Cliffs and Dakota
pressure information provided, and support or.justificatio~ tbr utilizing a given method or

lormula for allocation of production, provided howc\e~-, in the event :m\ of the data
described above appearing on Form C-107-A appears to bc beyond the data i"ange provided
in this case. the Division may require the submittal of additional supporting data.

i3) In order to obtain Division authorizations, to downhole commingle wells

within the San Juan 28-6 Unit, the applicant shall file a FoFm C-107-A with the Santa Fe
and Aztec Offices of the Division. Such application >hall contain all the information

required under Rule No. 303.C. of the Division Rules and Regulations, provided however
that the applicant shall not be required to provide notice to all interest owners within the

San luaus. 28-6 Unit of such proposed commingling.

lur~sdlcuon of this cause is retained for the cntr\ of such fmther orders as
ti~c l)~vis~on max deem ,qecessar\

I)t)NE at Sant~i Fe_ Ne’,~ Mexico. on tile dax avid ’, c:,,r het-emabo~c designated.

ST;’,, i-E OF NEW MEXICO

OIL C()NSE~:ATION DIVISION

\

W![ I_I_~M J. LcMAY
Divcc>r

S L A L


