
STATE OF NEW MEXICO 
ENERGY AND MINERALS DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE HEARING 
CALLED BY THE OIL CONSERVATION 
DIVISION FOR THE PURPOSE OF 
CONSIDERING: 

CASE NO. 8685 
Order No. R-8090 

APPLICATION OF DUGAN PRODUCTION 
CORPORATION FOR THE CREATION OF A NEW 
OIL POOL AND SPECIAL POOL RULES, 
SAN JUAN COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION; 

This cause came on f o r hearing a t 8 a.m. on August 28, 
1985 , a t Santa Fe, New Mexico, before Examiner Michael E. 
Stogner. 

NOW, on t h i s 4th day of December, 1985, the D i v i s i o n 
D i r e c t o r , having considered the testimony, the r e c o r d , and the 
recommendations o f the Examiner, and being f u l l y advised i n the 
premises, 

FINDS THAT; 

(1) Due p u b l i c n o t i c e having been given as r e q u i r e d by 
law, the D i v i s i o n has j u r i s d i c t i o n o f t h i s cause and the 
subject matter t h e r e o f . 

(2) The a p p l i c a n t , Dugan Production C o r p o r a t i o n , seeks an 
order c r e a t i n g a new o i l p o o l , the v e r t i c a l l i m i t s t o be from 
the top o f the Gallup Sandstone member o f the Mancos Formation 
t o the top o f the Greenhorn Limestone member of the Mancos 
Formation and f o r the promulgation o f s p e c i a l p o o l r u l e s 
t h e r e f o r , i n c l u d i n g p r o v i s i o n s f o r 80-acre spacing and 
p r o r a t i o n u n i t s and w e l l l o c a t i o n requirements. 

(3) The a p p l i c a n t i s the owner and operator of the 
December Dream Well No. 1 loc a t e d 1060 f e e t from the North l i n e 
and 1670 f e e t from the West l i n e of Section 7, Township 23 
North, Range 9 West, NMPM, San Juan County, New Mexico, plus 
twelve other w e l l s i n Township 23 North, Ranges 9 and 10 West, 
NMPM, San Juan County, New Mexico, a l l of which produce o i l 
from the proposed new o i l p o o l . 

(4) The evidence p r e s e n t l y a v a i l a b l e from these w e l l s 
i n d i c a t e s t h a t the p r o d u c t i o n from these t h i r t e e n w e l l s i s from 
a separate common source o f supply w i t h i n the v e r t i c a l l i m i t s 
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as described i n Finding Paragraph No. (2) above and t h a t a new 
o i l p ool should t h e r e f o r e be created. 

(5) The v e r t i c a l l i m i t s o f the new pool should be from 
the top o f the Gallup Sandstone member o f the Mancos Formation 
t o the top o f the Greenhorn Limestone member of the Mancos 
Formation from approximately 4095 f e e t t o 5510 f e e t , 
r e s p e c t i v e l y , as found on the type l o g from the a f o r e s a i d 
December Dream Well No. 1. 

(6) The h o r i z o n t a l l i m i t s o f s a i d proposed pool should be 
as f o l l o w s : 

SAN JUAN COUNTY, NEW MEXICO 

TOWNSHIP 24 NORTH, RANGE 10 WEST, NMPM 
Section 27: S/2 SW/4 
Section 28: S/2 S/2 
Section 32: E/2 E/2 
Sections 33 and 34: A l l 
Section 35: S/2 

TOWNSHIP 23 NORTH, RANGE 10 WEST, NMPM 
Sections 1 through 3: A l l 
Section 4: NE/4 
Section 10: NE/4 
Section 11: N/2, SE/4 
Section 12: A l l 

TOWNSHIP 23 NORTH, RANGE 9 WEST, NMPM 
Section 6: S/2 
Sections 7 and 8: A l l 

(7) The a p p l i c a n t proposes t o designate the 
above-described pool as the Good Times Gallup O i l Pool, 
however, the name "Good Times" does not correspond t o the 
D i v i s i o n ' s p o l i c y i n r e f e r e n c i n g nearby geographical place 
names t o a poo l name and said pool should instead be designated 
the South B i s t i - G a l l u p O i l Pool. 

(8) I n order t o prevent the economic loss caused by the 
d r i l l i n g of unnecessary w e l l s , t o encourage o r d e r l y development 
of the proposed p o o l , and t o otherwise prevent waste and 
p r o t e c t c o r r e l a t i v e r i g h t s , the evidence a v a i l a b l e i n d i c a t e s 
t h a t the South B i s t i - G a l l u p O i l Pool should be created w i t h 
p r o v i s i o n s f o r 80-acre spacing and p r o r a t i o n u n i t s on a 
temporary b a s i s . 
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(9) The Temporary S p e c i a l Rules and Regulations should 
provide f o r l i m i t e d w e l l l o c a t i o n s i n order t o assure o r d e r l y 
development of the p o o l and t o p r o t e c t c o r r e l a t i v e r i g h t s . 

(10) Said Temporary Spec i a l Rules and Regulations should 
be e s t a b l i s h e d f o r a two year period i n order t o al l o w the 
operator i n the South B i s t i - G a l l u p O i l Pool t o gather r e s e r v o i r 
i n f o r m a t i o n t o e s t a b l i s h whether the Temporary Rules and 
Regulations should be made permanent. 

(11) This case should be reopened a t an examiner hearing 
i n December 1987, a t which time the operators i n the subject 
pool should be prepared t o appear and show cause why the South 
B i s t i - G a l l u p O i l Pool should not be developed on 40-acre 
spacing and p r o r a t i o n u n i t s -

(12) At the time o f the hearing the a p p l i c a n t requested 
t h a t a non-standard 40-acre o i l spacing and p r o r a t i o n u n i t , 
c o n s i s t i n g o f the SW/4 SW/4 o f Section 1, Township 23 North, 
Range 10 West, NMPM, San Juan County, New Mexico, being 
contingent upon the approval o f the South B i s t i - G a l l u p O i l Pool 
Special Temporary Rules and Regulations, be granted t o t h e i r 
Fairway Well No. 1., l o c a t e d 660 f e e t from the South and West 
l i n e s of said Section 1. 

(13) Said Fairway W e l l No. 1 was spudded January 14, 1985, 
and completed w i t h i n the v e r t i c a l l i m i t s of the proposed South 
B i s t i Gallup O i l Pool w i t h a 40-acre d e d i c a t i o n . 

(14) Since no p u b l i c n o t i c e o f a p p l i c a n t ' s request f o r a 
non-standard 40-acre o i l spacing and p r o r a t i o n u n i t f o r said 
Fairway Well No. 1 was g i v e n , i t i s t h e r e f o r e beyond the scope 
of t h i s case, and t l i e request should t h e r e f o r e be denied. 

(15) Pursuant t o Paragraph A. of Section 70-2-18, NMSA 
1978, e x i s t i n g w e l l s i n t h e proposed South B i s t i - G a l l u p O i l 
Pool s h a l l have dedicated t h e r e t o 80 acres i n accordance w i t h 
the s p e c i a l Rules and Regulations; o r , pursuant t o Paragraph C. 
of sai d Section 70-2-18, e x i s t i n g w e l l s may be granted 
non-standard spacing and p r o r a t i o n u n i t s pursuant t o D i v i s i o n 
r u l e s and procedures. 

IT IS THEREFORE ORDERED THAT: 

(1) A new pool i n San Juan County, New Mexico, c l a s s i f i e d 
as an o i l p o o l , i s hereby created and designated the South 
B i s t i - G a l l u p O i l Pool, w i t h the v e r t i c a l l i m i t s comprised of 
a l l formations from the t o p o f the Gallup Sandstone member of 
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the Mancos Formation t o the top of the Greenhorn Litnestone 
member of the Mancos Formation as found from approximately 4095 
f e e t t o 5510 f e e t on the type l o g o f the Dugan Production 
Corporation December Dream Well No. 1 lo c a t e d 1060 f $ e t from 
the North l i n e and 1670 f e e t from the West l i n e of Section 7, 
Township 23 No r t h , Range 9 West, NMPM, San Juan County, New 
Mexico; and w i t h the h o r i z o n t a l l i m i t s c o n s i s t i n g d f the 
f o l l o w i n g described area: 

SAN JUAN COUNTY, NEW MEXICO 

TOWNSHIP 24 NORTH, RANGE 10 WEST, NMPM 
Section 27: S/2 SW/4 
Sect i o n 28: S/2 S/2 
Section 32: E/2 E/2 
Sections 33 and 34: A l l 
Section 35: S/2 

TOWNSHIP 23 NORTH, RANGE 10 WEST, NMPM 
Sections 1 through 3: A l l 
Section 4: NE/4 
Section 10: NE/4 
Section 11: N/2, SE/4 
Section 12: A l l 

TOWNSHIP 23 NORTH, RANGE 9 WEST, NMPM 
Section 6: S/2 
Sections 7 and 8: A l l 

(2) Temporary Special Rules and Regulations f o r the South 
B i s t i - G a l l u p O i l Pool are hereby promulgated as f o l l o w ^ : 

SPECIAL RULES AND REGULATIONS FOR THE 
SOUTH BISTI-GALLUP OIL POOL 
SAN JUAN COUNTY, NEW MEXICO 

RULE 1. Each w e l l completed t o or recompleted i n the 
South B i s t i - G a l l u p O i l Pool or i n the Gallup formation as 
def i n e d f o r t h i s pool and w i t h i n one m i l e of the South B i s t i -
Gallup O i l Pool, and not nearer t o or w i t h i n another designated 
Gallup pool s h a l l be spaced, operated, d r i l l e d , and p r p r a t e d i n 
accordance w i t h the Special Rules and Regulations h e r e i n a f t e r 
set f o r t h . 

RULE 2 • Each w e l l s h a l l be l o c a t e d on a standard u n i t 
c o n t a i n i n g 80 acres, more or l e s s , c o n s i s t i n g of the N/2, S/2, 
E/2, or W/2 o f a governmental q u a r t e r s e c t i o n . 

RULE 3. The D i r e c t o r o f the D i v i s i o n may gr a r i t an 
exception t o the requirements o f Rule 2 w i t h o u t n o t i c e and 



-5-
Case No. 8685 
Order No. R-8090 

hearing when an a p p l i c a t i o n has been f i l e d f o r a non-fstandard 
u n i t comprising a governmental q u a r t e r - q u a r t e r s e c t i o f t or l o t , 
or the unorthodox s i z e o r shape o f the t r a c t i s duê  t o a 
v a r i a t i o n i n the l e g a l s u b d i v i s i o n of the United States Public 
Land Surveys. A l l operators o f f s e t t i n g the proposed 
non-standard u n i t s h a l l be n o t i f i e d o f the a p p l i c a t i o n by 
r e g i s t e r e d or c e r t i f i e d m a i l , and the a p p l i c a t i o n s h a l l s t a t e 
t h a t such n o t i c e has been f u r n i s h e d . The D i v i s i o n D i r e c t o r may 
approve the a p p l i c a t i o n upon r e c e i p t o f w r i t t e n waivers from 
a l l o f f s e t operators or i f no offs*et operator has entered an 
o b j e c t i o n t o the f o r m a t i o n of the non-standard u n i t W i t h i n 30 
days a f t e r the D i r e c t o r has received the a p p l i c a t i o n . 

RULE 4. To assure o r d e r l y development of the pool and t o 
p r o t e c t c o r r e l a t i v e r i g h t s each w e l l s h a l l be lo c a t e d w i t h i n 
15 0 f e e t o f the center o f a governmental q u a r t e r - q t i a r t e r 
s e c t i o n or l o t . 

RULE 5. The D i v i s i o n D i r e c t o r may gra n t an exception t o 
the footage requirements o f Rule 4 w i t h o u t n o t i c e and! hearing 
when an a p p l i c a t i o n has been f i l e d f o r an unorthodox l o c a t i o n 
n e c e s s i t a t e d by t o p o g r a p h i c a l c o n d i t i o n s or the recompletion o f 
a w e l l p r e v i o u s l y d r i l l e d t o another h o r i z o n . A l l operators 
o f f s e t t i n g the proposed l o c a t i o n s h a l l be n o t i f i e d o f the 
a p p l i c a t i o n by r e g i s t e r e d or c e r t i f i e d m a i l , and the 
a p p l i c a t i o n s h a l l s t a t e t h a t such n o t i c e has been fu r n i s h e d . 
The D i r e c t o r may approve the a p p l i c a t i o n upon rece:Lpt of 
w r i t t e n waivers from a l l operators o f f s e t t i n g the proposed 
l o c a t i o n or i f no o b j e c t i o n t o the unorthodox location] has been 
entered w i t h i n 20 days a f t e r the D i r e c t o r has received the 
a p p l i c a t i o n . 

I 

RULE 6. A standard p r o r a t i o n u n i t (79 through 81 acres) 
s h a l l be s u b j e c t t o an 80-acre depth bracket allowable of 222 
b a r r e l s o f o i l per day. The allowable assigned t o k non­
standard p r o r a t i o n u n i t s h a l l bear the same r a t i o t o a! standard 
allowable as the acreage i n such non-standard u n i t bears t o 80 
acres. 

IT IS FURTHER ORDERED THAT: 

(1) The l o c a t i o n s o f a l l w e l l s p r e s e n t l y d r i l l i n g t o or 
completed i n the South B i s t i - G a l l u p O i l Pool or i n i t s 
corresponding v e r t i c a l l i m i t s as described i n Ordering 
Paragraph No. (1) above w i t h i n one m i l e t h e r e o f are hereby 
approved; the operator o f any such w e l l having an unorthodox 
o i l w e l l l o c a t i o n s h a l l n o t i f y the Aztec D i s t r i c t O f f i c e of the 
D i v i s i o n i n w r i t i n g of the name and l o c a t i o n o f such w|ell on or 
before January 31, 1986. 
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(2) The request of the applicant, Dugan Production 
Corporation, for a 40-acre non-standard o i l spacing and 
proration u n i t consisting of the SW/4 SW/4 of Section 1, 
Township 23 North, Range 10 West, NMPM, San Juan County, New 

^ Mexico, t o be dedicated t o t h e i r Fairway Well No. 1 located 660 
feet from the South and West li n e s of said Section 1 i s hereby 
denied. _ _ _ _ _ 

(3) Pursuant to Paragraph A. of Section 70-2-3^8, NMSA 
1978 , e x i s t i n g wells i n the South Bisti-Gallup O i l Pt}ol s h a l l 
have dedicated thereto 80 acres i n accordance w i t h the 
foregoing pool rules; or, pursuant to Paragraph C. <pf said 
Section 70-2-18, e x i s t i n g wells may have non-standard^ spacing 
or proration units established by the Division and dedicated 
thereto. 

Failure to file new Forms C-102 with the Division 
dedicating 80 acres to a well or to obtain a non-standard unit 
approved by the Division within 60 days from the date| of this 
order shall subject the well to cancellation of allowable. 
Until said Form C-102 has been filed or until a non-standard 
unit has been approved, and subject to said 60-day limitation, 
each well presently drilling to or completed in the Sputh Bisti-
Gallup Oil Pool or in its corresponding vertical liifiits as 
described in Ordering Paragraph No. (1) above or within one 
mile thereof shall receive no more than one-half of a; standard 
allowable for the pool. \ 

i 

(4) This case s h a l l be reopened at an examiner Rearing i n 
December 1987, at which time the operators i n the subjject pool 
may appear and show cause why the South Bisti-Gallup O i l Pool 
should not be developed on 40-acre spacing u n i t s . 

(5) J u r i s d i c t i o n of t h i s cause i s retained f o r the entry 
of such f u r t h e r orders as the Di v i s i o n may deem necessary. 

DONE at Santa Fe, New Mexico, on the day and ; year 
hereinabove designated. 
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CASE 8685 (REOPENED) 
ORDER NO. R-8090-A 

IN THE MATTER OF DIVISION 
CASE NO. 8685 BEING REOPENED 
PURSUANT TO THE PROVISIONS 
OF DIVISION ORDER NO. R-8090, 
WHICH ORDER CREATED AND 
PROMULGATED SPECIAL RULES 
AND REGULATIONS FOR THE 
SOUTH BISTI-GALLUP OIL POOL, 
SAN JUAN COUNTY, NEW MEXICO. 

ORDER OF THE DIVISION 

BY THE DIVISION 

This cause came on fo r hearing at 8:15 a.m. on December 2, 1987, 
at Santa Fe, Hew Mexico, before Examiner Michael E. Stogner. 

NOW, on this H t h day of March, 1988, the Division Director , 
having considered the testimony, the record and the recommendations of 
the Examiner, and being f u l l y advised in the promises, 

FINDS T H A T : 

(1) Due public notice having been given as required by law, the 
Division has jur i sd ic t ion of this cause and the subject matter thereof. 

(2) By Division Order No. R-8090, dated December 4 , 1985, 
temporary special rules and regulations were promulgated for the newly 
created South Bisti-Gallup Oil Pool, San Juan County, New Mexico, 
establishing, among other th ings , temporary 80-acre spacing and 
prorat ion units and well location requirements. 

(3) Pursuant to the provisions of said Order No. R-8090, this 
case was reopened to allow the operators i n the subject pool to appear 
and show cause why the South Bisti-Gallup Oil Pool should not be 
governed under the Division's General Rules and Regulations and be 
developed on 40-acre spacing un i t s . 

(4) At the December 2, 1987 hearing, the applicant i n the original 
case and the sole active operator i n the pool, Dugan Production 
Corporation, appeared and presented evidence whereby i t was 
established that one well in the South Bisti-Gallup Oil Po|ol can 
ef f ic ien t ly and economically drain and develop 80 acres. 
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(5) The applicant also requested that the standard well location 
requirements fo r the subject pool as promulgated by RULE 4 of said 
Order No. R-8090 which restr ic ts well locations to be wi thin 150 feet of 
the center of a quar ter -quar ter section or lot be amended so that a 
standard well location be no closer than 330 feet to any quar ter rquar tor 
section or subdivision inner boundary. 

(6) Said pool is located approximately 10 to 15 miles from the 
Chaco Canyon National Park, consequently there are numerous 
archeological sites within the pool boundary. Bureau of Land 
Management requirements res t r ic t "well pads" to be 100 feet away from 
any significant archeological site. 

(7) The applicant is requesting a change in the well location, 
requirements to allow greater f l ex ib i l i t y in locating wells within this 
area, thereby alleviating the need for exceptions to the exist ing rules 
and regulations. 

(8) No interested par ty appeared and/or objected to this case. 

(9) Such an amendment to the well location requirement for the 
subject pool should be approved. 

(10) The Special Rules and Regulations promulgated by said Order 
No. R-8090, along with said well location requirement amendments, have 
afforded and wi l l a f f o r d to the owner of each proper ty in the pool the 
oppor tuni ty to produce his or her just and equitable share of the oil i n 
the pool. 

(11) I n order to prevent the economic loss caused by the d r i l l i n g 
of unnecessary wells, to avoid the augmentation of r isk ar is ing from an 
excessive number of wells, to prevent reduced reoovoi 'y which might 
result from the d r i l l i n g of too few wells, and to otherwise prevent waste 
and protect correlative r i g h t s , tlie Special Rules and Regulations 
promulgated by said Division Order No. R-8090 along wi th the 
amendments to the well location requirements in this pool should be made 
permanent and continued in f u l l force and effect unt i l f u r t h e r order of 
the Divis ion. 

(12) At the time of the hearing the applicant also requested that 
the name of this pool be changed to the Good Times-Gallup Oil Popl. 

(13) Such a change is not based on any nearby geographical 
locality or place name, and i t has been a long standing policy of this 
agency to name pools in much the same manner that geologic formations 
in the United States are named (see Gi l lu ly , James. Principles of 
Geology, 3rd Edi t ion, W . I I . Freeman & Company, 1968, p g . 93~7md 
Hedberg, Hollis D . ( E d i t o r ) , International Stratigraphic Guide;, John 
Wiley & Sons, 1976, p g . 40-44.) " ; 
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(14) Applicant 's request for a name change should bo denied. 

IT IS THEREFORE ORDERED THAT: 

(1) The request of Dugan Production Corporation to rename the 
South Bisti-Gallup Oil Pool to the Good Time-Gallup Oil Pool is hereby 
denied. 

(2) RULE 4 of the Special Rules and ^Regulations for the South 
Bisti-Gallup Oil Pool, San Juan County, Hew Mexico as promulgated by 
Division Order No. R-8090, dated December 4, 1985, is hereby amended 
as follows: 

"RULE 4. Each well shall be located no nearer than 330'feet to 
any quar ter -quar ter section or subdivision inner 
boundary ." 

(3) The Special Rules and Regulations governing the South 
Bisti-Gallup Oil Pool, San Juan County, New Mexico as promulgated by 
said Order No. R-8090, along with the amended Rule 4 as described 
above, are hereby made permanent and continued in f u l l force and 
effect u n t i l f u r t h e r order of the Divis ion. 

(4) Jur isdict ion of this cause is retained fo r tlie en t ry of such 
f u r t h e r orders as the Division may deem necessary. 

DONE at Santa Fe, New Mexico, on the day and year hereinabove 
designated. 


