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May 24, 1993 

Mr. William J . LeMay HAND DELIVERED 
O i l Conservation D i v i s i o n 
State Land Office Building I[, ' j 
310 Old Santa Fe T r a i l , Room 219 
Santa Fe, New Mexico 87501 

RE: A p p l i c a t i o n of Meridian O i l , I nc. 
f o r a Downhole Commingling, 
San Juan County, New Mexico 
Valdez # 5 Well 

Dear Mr. LeMay: 

On behalf of Meridian O i l , I nc. please f i n d enclosed 
our A p p l i c a t i o n f o r downhole commingling as referenced 
above, which we request be set f o r hearing on the next 
a v a i l a b l e Examiner's docket now scheduled f o r June 17, 
1993 . 

By copy of t h i s l e t t e r and a p p l i c a t i o n , sent 
c e r t i f i e d m a i l - r e t u r n r e c e i p t requested, we are n o t i f y i n g 
a l l i n t e r e s t e d p a r t i e s o f f s e t t i n g the subject w e l l and 
i t s proposed spacing and p r o r a t i o n u n i t of t h e i r r i g h t t o 
appear a t the hearing and p a r t i c i p a t e i n t h i s case, 
i n c l u d i n g the r i g h t t o present evidence e i t h e r i n support 
of or i n o p p o s i t i o n t o the a p p l i c a t i o n and t h a t f a i l u r e 
t o appear a t the hearing may preclude them from any 
involvement i n t h i s case a t a l a t e r date. Also, a l l 
p a r t i e s e n t i t l e d t o n o t i c e are hereby informed t h a t 
pursuant t o the D i v i s i o n Memorandum 2-90 a l l p a r t i e s 
appearing i n t h i s case are requested t o f i l e a Pre-
Hearing Statement w i t h the D i v i s i o n no l a t e r than 4:00 
p.m. on Friday, June 11, 1993. 
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Also enclosed i s our suggested advertisement f o r 
t h i s case. 

WTK/mg 
Enclosures 

cc: with Enclosures 
Alan Alexander - Meridian O i l Inc. 

By Certified Mail - Return Receipt 
A l l Parties Listed on Exhibits B & C of 
Application 

1H524.330 



PROPOSED ADVERTISEMENT 

Case : Application of Meridian O i l Inc. for an 
unorthodox gas w e l l l o c a t i o n and downhole commingling, 
Rio A r r i b a County, New Mexico. A p p l i c a n t seeks approval 
t o downhole commingle Choza Mesa-Pictured C l i f f s Gas Pool 
and the B a s i n - F r u i t l a n d Coal Gas Pool p r o d u c t i o n w i t h i n 
the w e l l b o r e o f i t s proposed Valdez #5 Well t o be d r i l l e d 
a t an unorthodox gas w e l l " o f f p a t t e r n " l o c a t i o n f o r the 
B a s i n - F r u i t l a n d Coal Gas Pool, being 1820 f e e t FWL and 
1850 f e e t FNL, ( U n i t F) Section 16, T28N, R4W, NMPM, Rio 
A r r i b a County, New Mexico. Said w e l l i s t o be dedicated 
a standard 320-acre gas spacing u n i t f o r the Basin-
F r u i t l a n d Coal Gas Pool being N/2 o f Section 16 and t o a 
standard 160-acre gas spacing u n i t f o r the Choza Mesa-
P i c t u r e d C l i f f s Gas Pool being the NW/4 of Section 16. 
The w e l l i s l o c a t e d approximately miles from 

, New Mexico. 



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: 

APPLICATION OF MERIDIAN OIL INC. CASE: /0 '7 
FOR AN UNORTHODOX GAS WELL LOCATION 
AND DOWNHOLE COMMINGLING 
RIO ARRIBA COUNTY, NEW MEXICO. 

A P P L I C A T I O N 

Comes now MERIDIAN OIL INC., ("Meridian") by and 
through i t s a t t o r n e y s K e l l a h i n and K e l l a h i n , and ap p l i e s 
t o the New Mexico O i l Conservation D i v i s i o n f o r approval 
t o downhole commingle Choza Mesa-Pictured C l i f f s Gas Pool 
and the B a s i n - F r u i t l a n d Coal Gas Pool p r o d u c t i o n w i t h i n 
the w e l l b o r e o f i t s proposed Valdez #5 Well t o be d r i l l e d 
a t an " o f f p a t t e r n " gas w e l l l o c a t i o n f o r the Basin 
F r u i t l a n d Coal Gas Pool, being 1820 f e e t FWL and 1850 
f e e t FNL, ( U n i t F) Section 16, T28N, R4W, NMPM, Rio 
A r r i b a County, New Mexico. The N/2 o f Section 16 i s t o be 
dedicated t o the sub j e c t w e l l forming a standard 320-
acre gas spacing u n i t f o r the B a s i n - F r u i t l a n d Coal Gas 
Pool. The NW/4 o f Section 16 i s t o be dedicated t o the 
subj e c t w e l l forming a standard 160 acre gas spacing u n i t 
f o r the Choza Mesa-Pictured C l i f f s Gas Pool. 

I n support o f i t s a p p l i c a t i o n . Meridian s t a t e s : 

(1) Meridian i s the operator f o r the proposed Valdez 
#5 Well t o be d r i l l e d a t an unorthodox gas w e l l l o c a t i o n 
1820 f e e t FWL and 1850 f e e t FNL ( U n i t F), Section 16, 
T28N, R4W, NMPM, Rio A r r i b a County, New Mexico as shown 
on E x h i b i t "A" attached. 
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(2) Said l o c a t i o n i s an unorthodox gas w e l l l o c a t i o n 
f o r the B a s i n - F r u i t l a n d Coal Gas Pool being l o c a t e d i n 
the NW/4 r a t h e r than e i t h e r the NE/4. 

(3) The Well i s t o be d r i l l e d so t h a t p r o d u c t i o n 
from the B a s i n - F r u i t l a n d Coal Gas Pool and the Choza 
Mesa- P i c t u r e d C l i f f s Gas Pool can be downhole commingled 
i n the w e l l b o r e . 

(4) The N/2 o f Section 16 being 320 acres i s t o be 
dedicated t o any pro d u c t i o n from the B a s i n - F r u i t l a n d Coal 
Gas Pool which i s spaced on 320-acre gas spacing u n i t s . 

(5) The NW/4 o f Section 16 being 160 acres i s t o be 
dedicated t o any pro d u c t i o n from the Choza Mesa-Pictured 
C l i f f s Gas Pool which i s spaced on 160-acre gas spacing 
u n i t s . 

(6) The ownership i s common between these two 
spacing u n i t s . 

(7) I n accordance w i t h D i v i s i o n Rule 303-C-l.(b), 
the A p p l i c a n t s t a t e s and w i l l demonstrate a t hearing: 

1. That d r i l l i n g the Valdez #5 Well i n i t i a l l y 
f o r downhole commingling i n the wellbore i s necessary 
because i t i s not otherwise economic t o attempt t o d r i l l 
and complete a separate w e l l f o r e i t h e r F r u i t l a n d Coal 
Gas or P i c t u r e d C l i f f s Gas pr o d u c t i o n nor i s i t economic 
t o attempt t o d u a l l y complete those formations i n the 
proposed w e l l . 

2. That there w i l l be no crossfl o w between the 
two zones commingled. 

3. That the ownership i n each o f the two 
spacing u n i t s i s common between the two pools and no 
impairment o f c o r r e l a t i v e r i g h t s w i l l occur. 
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4. I t i s expected t h a t the bottom hole pressure 
of the lower pressure zone i s not l e s s than 50 percent of 
the bottom hole pressure o f the higher pressure zone 
adjusted t o a common datum. 

5. That the value of the commingled p r o d u c t i o n 
w i l l not be l e s s than the sum o f the values o f the 
i n d i v i d u a l p r o d u c t i o n . 

(8) That both the F r u i t l a n d Coal f o r m a t i o n and the 
P i c t u r e d C l i f f s formations i n t h i s area o f the basin 
should be m a r g i n a l l y p r o d u c t i v e and cannot be 
economically produced unless i t i s done so by downhole 
commingling t h a t p r o d u c t i o n . 

(9) Meridian has s e l e c t e d t o d r i l l the proposed 
w e l l i n the NW/4 i n s t e a d o f the NE/4 o f Section 16 
because t h a t l o c a t i o n appears t o have a g r e a t e r 
o p p o r t u n i t y f o r a successful although marginal F r u i t l a n d 
f o r m a t i o n w e l l . 

(10) Due t o the nature of the B a s i n - F r u i t l a n d Coal 
Gas p r o d u c t i o n , s t r a i g h t a l l o c a t i o n o f gas volumes from 
both zones i s not a p p r o p r i a t e . Meridian t h e r e f o r e seeks 
the adoption o f a monthly a l l o c a t i o n formula t o be 
presented a t the time o f the hearing. 

(11) A p p l i c a n t requests t h a t t h i s matter be docketed 
f o r hearing on the D i v i s i o n ' s Examiner docket now 
scheduled f o r June 17, 1993. 

(12) A copy of t h i s a p p l i c a t i o n has been sent t o a l l 
o f f s e t t i n g operators t o the two spacing u n i t s as set 
f o r t h on E x h i b i t B and t o the r o y a l t y owners as set f o r t h 
on E x h i b i t C. 
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WHEREFORE Ap p l i c a n t requests t h a t t h i s matter be set 
f o r hearing on June 17, 1993 before a duly appointed 
Examiner o f the O i l Conservation D i v i s i o n and t h a t a f t e r 
n o t i c e and hearing as r e q u i r e d by law, the D i v i s i o n enter 
i t s order g r a n t i n g t h i s a p p l i c a t i o n . 

R e s p e c t f u l l y submitted 

KELLAHIN and KELLAHIN 
P. 0. Box 2265 
Santa Fe, New Mexico 87501 
(505) 982-4285 
Attorneys f o r A p p l i c a n t 



Meridian Oil Inc. 
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MERIDIAN OIL INC. 

OFFSET OPERATOR/OWNER PLAT 
Fruitland Coal/Pictured Cliffs Commingle 

Off pattern Fruitland Location 
VALDEZ #5 

SE NW Section 16, T28N, R04W 
Rio Arriba County, New Mexico 

1850' FNL 
1820* FWL 

t 

\) Meridian Oil Inc.. 3535 East 30th St.. P.O. Box 4289. Farmington, New Mexico 
87499-4289. 

Exhibit B _ Page I or 2 

PICTURED CLIFFS FORMATION 



MERIDIAN OIL INC. 

OFFSET OPERATOR/OWNER PLAT 
Fruitland Coal/Pictured Cliffs Commingle 

Offpattern Fruitland Location 
VALDEZ #5 

SE NW Section 16, T28N, R04W 
Rio Arriba County, New Mexico 

1850' FNL 
1820' FWL 

1 
1 

4° 

E x h i b i t B page 2 of 2 

1) Meridian Oil Inc.. 3535 East 30th St.. P.O. Box 4289. Farmington. New Mexico 
87499-4289. 
2) Williams Production Companv-18%. P.O. Box 58900. 295 Chipeta Way. Salt Lake City. 
Utah 84158-0900, 

Phillips Petroleum-82%, 5525 Hwv. 64, NBU 3004, Farmington, New Mexico 87401. 
3) Amoco Production Company. P.O. Box 800, 1670 Broadway. Denver. Colorado 80201. 

FRUITLAND FORMATION 



Valdez #5, Fruitland/Pictured Cliffs Commingle 
N/2 Section 16, T28N, R4W 

Rio Arriba County, New Mexico 

Rovaitv Owner: 

Minerals Management Service 
Royalty Management Program 
P.O. Box 5810 
Denver, CO 80217 

Overriding Rovaitv Owners: 

MAR Oil & Gas Corporation 
P.O. Box 5155 
Santa Fe, NM 87502 

Bank One Trust Co Na Trustee 
UAV/O Robert Critchfield 
100 East Broad Street 
Columbus, OH 43271 

Timothy D. McCoy 
Ninth Floor 
200 North Harvey Street 
Oklahoma City, OK 73102 

Phillips Petroleum Company 
5525 Hwy. 64, NBU 3004 
Farmington, NM 87401 

E x h i b i t C 
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