
P.O.BOX 2219 ZIA ENERGY, INC. PHONE (505) 393-2937 

HOBBS, NEW MEXICO 88241 
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New Hex a co Euet gy ond M i n e r a l s par I; men I 
O i l C < j ns e r va t i o n Da v i s i o n 
P. 0. Box 2088 
Santa Fe. Now Mexico 37504-2088 

A". t e n t n". n : [-4 . Wi 1 1 ism J . LeMay 
D i i v e t or 

Re: F>-uijHyi. i <.a a Jliti i i i u L r a L i v t c i p w / v o i t o surlaCc-
(.:oi:ii»iriy i e t-roduct i o n oil oui Toby 1 taae . 

Gent 1 emeu : 

Z l o Energy, Inc. i s request iny admin it-tx dtiv« approval f o r 
lh« s u r f a c e conum ny 1 i HQ of pi e d u c t i o n from two pouh.; /.'Inch 
a a e c u r r e n t l y being produced on our Toby lease. ThisJ lease 
i a l o c a t e d i n the SE/4 - NE/'4 of Se c t i o n 13. Township 24 
youth. Range 36 East. Led County. New Kexico. A i l naneia 1 
and working m t e i est. ownerships f o r the pools to be 
comrni ny I ed are the same. Plans are t o commingle product ion 
from the L a n g l i e M a t t i x Seven Rivers Queen and the Jalmat 
Yates Seven Rivers Queen. We b e l i e v e t h a t undei guideline;-; 
o u t l i n e d , i n OCD Rule 303.B and the D i v i s i o n ' s "Manual f o r the 
I n s t a l l a t i o n arid Operation of Coiutii ngl ing F a c i l i t i e s " t h a t we 
have met the requirements f o r commingling marginal pools on 
the same lease i n which there i s common owneiship of wot k i n g 
a - id m i n e i d 1 i i I f e r e s t s . 

Zia Energy, Inc. i s c u r r e n t l y producing V/ell No. 1 from the 
Jalmat Yates Seven R i v e i s Queen format ions and pi e d u c t i o n 
from t h i s w e l l averages i . 5 EOPD and 10 MCFPD of gas. 
Pro d u c t i o n from Well No. 2 i s f .-om the L a n g l i e M a t t i x Seven 
Ri v e r s Queen fo r m a t i o n s and n o d u c t i o n from t h i s w e l l 
averages 2.5 BOPD and 20 MCFPD c f yas. G r a v i t y from the 
commingled o i l i s 32.9 degiees at 47 degrees F. The lease i s 
c u r r e n t l y averaging 4 BOPD and 30 MCFPD of gas. 

A schematic of the b a t t e r y f a c i l i t i e s i s i n c l u d e d f o i youi 
j' i f oi ma t i o n . A p l a t shewing the l o c a t i o n of the lease and 
the two w e l l s i s a l s o i n c l u d e d . 

("rude o i l Irom t i n s lease i s so 1 i t o S h e l l Pipe Line Company 
and no reduct i o n i n average sal e s • p r i c e of the o i l i s 
expected as a r e s u l t of su r f a c e commingling. The n a t u r a l gas 
i s s o l d t o Texaco Exp lea ac i n and Pi oduct l on. No change i n 
p r i c e i s expected as a r e s u l t of su r f a c e commingling natua1 
gas from these two pools. 



Zia Enei gy . Inc. pi op o sec Lo produce both we i 1 y A n t v a common 
free water knock out and o i l and gas separator and in t o 
common uLoidyy. Production Lo each well w i l l he allocated on 
the basis of a 24 hour well t e s t to be performed quarter l y . 
A diagram showing the suiface f a c i l i t y i s attached . A l l 
pr oduct ion records w i l l be kept as per Oil Conimrsron 
i e y u i a l i o n s governing comming1ing. 

I f you should regime a d d i t i o n a l i n f or mat ion. plese c a l l UJ 
c o l l e c t al the above telephone number. 

S i ncere 1 y . 

F a r r i i s Nelson 



o o 

ZIA ENERGY, INC. 

OJ a. 

Oil Sales 

Check Valve 

^ Block Valve 

FWKO Free Water Knock Out 

SEP Oil & Gas Separator 

ST Oil Stock Tank 

SWfi Salt Water Tank 

PMP Salt Water Disposal Pump 

Cole State NM Lse B-3480 

Fig. 1 72 5/94 
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