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MR, QUINTANA: Call next Case

MR. ROYRAL: Case 308, appli-
cation of Dugan Production Corporation for omandment to
Givision Order R-725%, Rio Arriba County, New Mexico.

MR. ROBERTS: Mr. Fxaminer, my
pame i3 Tommy Roberts, Farmington, New Mexico, on behalf of
the applicant, Jerome P. McHugh.

At this point 1'd like to state
for the record that the applicant is Jerome P. McHugh and
the Cases £308, 8309 and 8310, and the cases have heen ad-
vertised under the application of Dugan Production Corpora-
tion.,

I have consulted with Perry
Pearce and he advised that readvertising would nobt be neces-
sary, so let the record reflect that the anplicant is Jerome
P. McHugh.

Mr. Examiner, we would request
that Case Numbers 28308, 2309 and 8316 be consolidated for
purposes of testimony and hearing here todavy. Issues are
common in these three cases and testimonv and many of the
exhibits will be common to all three cases.

MR. QUINTANA: Are there any
otiner appearances in these three cases?

L.et the record show that Cases

4308, 2830% and §210 will be combined for purposes of testi-
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MR. ROBERTS: I have one wit-

MR. QUINTANA: Will you please

1

stand to be sworn in?

{Witness sworn.)

JOHN ROE,
heing called as a witness and being duly sworn upon his

sath, testified as follows, to-wit:

DIRECT EXAMINATION
BY MR. ROBERTS:

Q Would vou please state vour name, your
place of residence, and your occupation?

A My name is John Roe. T live in Farming-
ton, New Mexico. I'm a petroleum engineer, employed by
Dugan Production, 2and we're here today on behalf of Jercome
P. McHugh.

o] Have you testified before the New Mexico

0il Conservation Division on prior occasiong?

A Yes, 1 have.

Q In what capacity?

A As a4 petroleum englineer,

Q And are you familiar with the applica-

tions of the applicant in Casa Numbers R308, 28720¢, and 283107
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A Yez, 1 am,

MR. RORFRTS: Mr, Fvxamirer, are
Mr. Roe's qgualifications acceptable as a matter of record?

MR. QUINTANA: VYes, they are.

o Mr. Roe, would yvou nlease hriefly state
the vrurposes of these three applications?

a Fach of these applications ie requesting
a revizion for the allocation factors which have previously
peen authorized for the downhole commingling of the Gavilan
Mancos 0il Pool with the Dakota production from Rasin Dako-
ta.

The orders that were issuced previocusly
authorizing the current downhole comminglirg was Order Num-
ey R-7258% for the Janet Well No. 1, which is located in
Unit A of Section 27, Township 25 North, Range 2 West; Divi-
sion Order R-7267, which was issued for the Tichtway No. 1,
located in Unit C of Section 2, Township 24 North, Range 2
wWest; and Division Order R-7365, which was issued for Jeroms
P, McHugh's Mother Lode Mo, 1, which is located in Unit B of
Section 3 of Township 24 North, Pange 2 West,

MR. ROBERTS: My, FExaminer, be-
fore we begin identifyving exhibits, 1I'd like to explain for
the record how they are numbered for your benefit, also.

When we refer to an exhibit
tnat's numbered with a prefix letter "A", we'll he referring
to Case Number 8308.

Fxhibits numbered with a prefix
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7
latter "B" refer to Case Number 8309, and exhibits numbered
with a prefix letter "C" refer to Case MNumber R210.
MR. QUINTANA: All right.

Q Mr. Roe, would you please identify what
have been marked as Exhibits A~-Qne, B-0ne, and C-One, and
explain their significance to this case?

A Okavy. Exhibits A-One, B&R-One, and C-one
are all exactly the same. There's no difference hetween the
three exhibits. The intended purpose of Exhibit A~-~Exhibit
Number One for each case was basically just to present thao
location of the three wells, the subjects of these thre=
hearings, which are identified with the red arrnws, with re~
spect to other wells in the immediate vicinity that arc
2ither currentiy producing or in some cases locations that
have been staked for drilling. On this map I've outlined
the existing Gavilan Mancos Pool boundary in orange. Indi~
cated 1in colors--the vellow would indicate wells that are
Mancos productive; the green would indicate wells that are
oroducing from the Dakota; and the blue would indicate com-
oletions in the Greenhorn.

Also on this map I've indicated, just as a matter
of information, the current barrels of oil per dav and the
current producing gas well ratioc for each of the wells that
are produacing. In the case of commingled wells, the numbsrs
reflect the total string production.

I've also indicated, in the case nof a well that

there are nore than one comrletion, whether the well is com-
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mingled or it is dually completed,

Q Okay, Mr. Roe. UWould you turn to what's
heen marked as  Exhibit A-Two. Identify that exhibit,
slease, and summarize its contents. Explain its signifi-

cance to this case.

A Okay. Exhibit A-Two is an exact copy of
the letter that was submitted on July 11 to the Aztec office
of the New Mexico Cil Conservation Divisicon and the purposc
a2f  this letter was requesting an administrative handling of
this matter and our proposed revision of the allocation fac-
tors. The data presented in the letter is current or it is
all correct. There's no revisions to it. At the time the
letter was submitted we had production data through Mayv of
1984, and the data presented through May of 1984 is accurate
and current.

There are three pages to Lxhibit &-Two,
the first two pages being the text of the letter and the
third page being the tabulation of production that has been
recorded on the C-115's for the months Yovember through May
of 1584, ©November '83 through May '84. That's presented in
the lefthand portion of the tabulation. I've indicated the
35plit between the Dakota and the Mancos, along with the to-
tal commingled string production for both o0il and gas.

In the righthand portion of this tabula-
tion I've indicated the fact that our total production of
0il and gas is unchanged, however we do feel that the allo-

cation between the zones was not proper orn our or.ginal--
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using our original allocation factors--and as we would pro-
pose the reallocation is presented in the vrighthand portion
of this table.

I would 1like to not dwell ton much con
this table right now because in a later exhibhit we have up-
dated the production data. The data that as T've indicated
Novemher '8B3 through May '84 is unchanged, and it will he--
we'll discuss it on a later exhibit.

) Mr, Roe, does the letter which has been
marked as Exhibit A-Two set forth the basis on which you re-
guest the revised allocation factors?

A Yes, it does.

Q Would you briefly summarize that--those
roints upon which these applications are based?

A Yes, I will. The~--our original alloca-
tion which -- ths current allocation attributes £3 percent
of the commingled o0il to the Mencos and 8? percent of Gthe
commingled gas string to the Mancos, and the balance, the 37
vercent of the oil to the Dakota and 18 percent of the gas
to the Dakota.

The original allocatior factors Wiy e
based upon the -~ or they incorporated the initial testing
that had been done on the well and at the time we had our
commingling hearing, that was combined total production of
116 barrels of 0il a day of which 73 was from the Mancos and
43 was from the Dakota.

Since the -~ and our early tasting

3
~
It

LY
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10
much 1indicated the well was going to be a subcommercial,
marginal well at best, we -~ it would not flow continuously
and we had troublie producing it.

Since installing a rod pump in lovenber
of '83, and producing the well under a more continuous basis
than we were able to priot to November of 83, production had
continued to improve. It's averages as hiagh as 233 barrels
of o1l a day for the commingled stream, and because of our
analysis of the Mancos in this area we feel fairly certain
that the -- it's highly fractured. We lost circulation when
we drilled the well, requiring large percentages of lost
circulation material in our mudstream.

Our log analysis suggests that the Mancos
iz  fractured. With production, we are actuallv producing
back some lost circulation material, with time.

We feel that the improved rproductivity is
a result of the Mancos cleaning up. The potential tested
during our initial completion was disguised with the exist-
ence of damage that was either done in the iavasion of lost
circulation material, invasion of mud, or the invasion of
our cement. We feel that the bulk of the productivity--that
the productivity improvement is from the Mancos as onposed
Lo  the Dakota. Our initial potential that we rave data to
support the fact that we feel the initial potential does ac~-
curately represent the potential of the Dakota. with our
allocation factors being fixed and the productior being bet-

cer than anticipated, and that improved prodactivity being
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11
from the Mancos, it is allowing -- or we're allocation mcre
0oil to the Dakota than in reality is occurring.
Q In the drilling of this well, the Jaret

No. 1 Well, did you experience any lost circulation through
the Dakota formation?

A We did experience lost circulation. We,
I have identified on a later exhibit the intervals that we
lost circulation, but we did lose circulation and were re-
guired to incorporate cedar fiber and cottonseed hulls in
order to drill through the Mancos.

0 Did, my question dealt with the Dakota
formation and lost circulation through the Dakota formation.
Did you experience any lost circulation through the Dakota
formation?

A No, there was no lost circulation in the
Dakota interval; not in this particular well, and analysis
of the logs would suggest the Dakota is not highly frac-
tured, or at least not as significantly fractured as the
Mancos.

Q Mr. Roe, would you turn to what's bheen
marked as Exhibit A-Three and identify that exhibit?

A Okay. Exhibit A-Three is an exact dupli-
cate of page number three of Exhibit Number Two, with the
exception that I've updated it for production that did occur
during the months of June and July and I would call your at-
tention to the fact that I've -~ for reference I've numbered

the columns at the bottom of Exhibit Number Three,
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In column number four and column number
seven we have indicated the total commingled stream of pro-
duction that has occurred for the Janet No. | during the
time period November '83 through July '84. This reprasents
a total oil of 38,584 barrels of o0il and 25.5-million cubic
feet of gas.

With the existing allocation factors, we
have allocated an average of 56 barrels of oil a dav to the
Dakeota. That's indicated in column number two, and an aver-
age of 95 bharrels of oil per day to the Manco. That's indi-~
cated in column three.

The average GOR in the Dakota during this
9-month period would be 323, indicated in column five, and
in column six the average GOR during this period for the
Mancos would be 860C.

During this 9-month period the well has
produced a total of 256 days. Qur, as l've indicated ear-

lier, our initial potential of 116 barrels of oil per day

was tested between the zones. The Dakota, we anticipated
its ~- or its initial potential was 43 barrels a day from
some == a study that I had done in the area. Otilizing

wells 1in the West Lindrith and the 0jito Gallup Dakota, I
had determined that under sustained operations on the aver-
age we would expect the wells to produce 42 percent of what
was presented on the initial potential.

Utilizing that 42 percent, we, under sus-

tained production coperations, we would have expected the Da-
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kota to initially produce at 18 barrels a day and decline at
an annual rate of 40 percent, and again, this is resulting
from the fairly detailed study that I had done in support of
our commingling, our original commingling application.

In column number nine I've indicated the
Dakota production as we believe it actually exists, initial-
ly averaging 18 barrels a day and during the nine month per-
iod averaging 15.7 barrels a day.

Having what we feel to be a pretty good
handle on the Dakota production, the balance of actual pro-
duction 1is believed to have come from the Mancos and that
average during the nine month period would be 135 barrels a
dav.

The gas allocation factors we believe to
be accurate as evidenced by the fact that with the revision
in the oil our GOR during the nine month period for the La-
kota would average 1150 and the Mancos would averace 60S.
These numbers are more in line with the actual production
numbers that have occurred on occasions when the zones were
tested separately.

9] Now, Mr. Roe, in summary, is it accurate
te say that it is your opinion that the allocation of actual
production to date between the Mancos and Dakota zcnes 1is
not represented truly by the current allocation factors?

A Yes. That's -- that's correct. The bot-
tom of each of the columns in columns number two and three

we've indicated the current oil allocation factors: in
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columns nine and ten at the bottom I've indicated the re-
vised allocation factor, which would be 90 percent of the
oil to the Mancos and 10 percent of the oil to the Dakota.
The gas, as I've indicated, we feel to be
properly allocated and there are no changes proprosed for
that.

Q Mr. Roe, would you refer to what have
been marked as Exhibits BR-Two and B~Three applicable toc Case
8309, identify those exhibits and if you have any comments
in addition to those you made in response to Exhibits A-Two

and A-Three, make those comments?

Ui

A Okay. BR-Two and B-Three are exhibit
that are similar in nature as to A~-Two and A-Three, other
than they're prepared specifically for the Rightway Wo. 1.
As I've indicated, our reason for proposing a revision in
allocation factors is the same. It's, basically, we have
evidence to support the fact that the Mancos was damaged at
the time we recorded our initial potential. For the Right-
way the initial potential totaled 78 barrels of oil a day,
of which 51 was allocated or 51 was from the Mancos and 27
was from the Dakota,

As I've indicated with Exhibit A-Two, we
do get the lost circulation material back upon producing
these wells under artificial 1ift conditions. We installed
a rod pump in the Rightway No. 1 on November 2nd, 1983 and
have produced it continuously since that time ard production

hag improved since installing the rod pump.
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At the time we'd test our potential again
and as is evidenced by the total of 78 barrels a day, we
anticipated a subcommercial well, and that was the hasis of
nur original request for commingling, and our original
commingling factors allocate 67 percent of the o0il to the
Mancos and 33 percent of the oil to the Dakota; 85 percent
of the gas to the Mancos and 15 percent to the Dakota.

In this application and as supported on
Txhibit B-Three, we would revising the allocation factor to
reoresent 92 percent of the commingled stream being
allocated to the Mancos and 8 percent of the commingled
0il stream allocated to the Dakota.

Again our gas allocation factors, we feel
nroperly represent the gas production.

The =~- with reference to Exhibit B-~Three,
it is again an exact format that was utilized on Exhibit A-
Three, just to highlight the performance to date durign the
nine month period November '83 through July '84, actual
production has averaged 124 barrels of oil per day. That's
the commincled stream. &and utilizing our current allocation
factors, the Dakota production would average 41 barrels a
day and the Mancos, 83 barrels a day.

our GOR during this nine month period
would average 346 in the Dakota and 953 in the Mancos,
which, again, theée GORs are not in line with what has besen
tested on the occasion that the Dakota or Mancos was tested

separately, or produced separately.
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In the righthand porticn of the Exhibit
Liumber Three I've indicated our Dakota production fcorecast,
which we believe to exist during the nine month vericd; the
actual production would average 9.6 barrels of oil a dav;
the balance being from the Mancos and that would average 114
barrels a day.

As I've indicated, our allocation factors
as we pelieve they exist and as they currently exist, are
indicated at the bottoms of columns number two and three for
the o1l and nine and ten for the proposed revision in cil,
and then the gas allocation factors would be located at the
oottom of five and six and twelve and thirteen.

Q Refer to exhibit C-Two and C-Three and
identify those exhibits and highlight the pertinent points
of those exhibits.

A Qkay. Exhibit C~-Two and Exhibit C-Three
again are the same format as we've just reviewed for A in
the previous two cases.

Cur reason for the revised commingling
factors 1s the same. We did have evidence of fracturing in
the Mancos and we feel that the improved productivity of
this well 1is a result of the Mancos being better than was
reflected on our initial potential.

At the time we were completing this well
we tested 63 barrels a day from the Mancos and 15 harrels a
day from the Dakota. That was what was repcorted on our ini-

rial potential.
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Since installing a rod pump in November
11th of '83, the well has produced at rates much higher than

that, actually averaging 392 barrels a day in May of 1

\G

84,

With our current allocation factors for
the Mother Lode No. 1, allocate 79 percent of the oil to the
HMancos and 21 percent to the Dakota, and 91 percent of the
gas to the Mancos and 9 percent to the Dakota.

It's proposed that we revise these allo-
cation factors to reflect 97 percent of the commingled
stream being allocated to the Mancos and only 3 percent of
the commingled stream allcoccated to the Dakota. Again the
gas allocation factors would remain unchanged.

With reference to Exhibit C~Three, again
the format 1s exactly the same as the previous two cases,
nighlightin the numbers that exist during the nine month
period November '8£3 through July '84. The actual production
averaged 199 barrels a day during the 265 days that this
well has produced. Of that 159 barrels a day 42 barrels a
day 1is allocated to the Dakota with our existing allocation
factors, The balance of the 157 barrels a day to tae Man-
CTOS.

With the current allocation cur factors
that exist, our average GORs appear to be 249 in the Dakota
and €70 in the Mancos. Again, the 249 in the Dakota is an
unrealistic number; however, when we make the revised allio-
cation of our o0il we feet that the GORs come more in line

with the --= that that we believe exists in the Dakota and
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¥ancos and during the same nine month period our Dakota pro-—
duction with the revised allocation factors would average
5.6 barrels a day and the balance of 173 =~ 192 barr=ls a
day would be from the Mancos.

Q Mr. Roe, by what standard would vou com-
pare the gas/oil ratios in these wells?

A Well, we have recently, there have some
wells that were completed only in the Mancos so we have the
actual production performance of several wells, some oper-
ated by McHugh and some operated by other operators, nlos
there have -- there has only been really one sustained pro-
duction test of the Dakota in this area and that was in the
Gavilan No. 1.

I have data that would -~ relative to
that well here in the following exhibit.

0 Turn to what has been marked as FExhibit
A-Four and identify that exhibit.

A Exhibit A-Four is an open hole -- it's a

reproduction of the open hole induction electric log -~

{REPORTER'S NOTE: At this point the tape became erratic in
sound value and the reporter is unable to make a clear
transcription for the next several minutes.)
(Thereafter the following testimony was
given.,)
A We perforated the overall 463-foot  grogs

interval and within this 460~-foot interval, 456~focot gross
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interval we've completed 17 separate zones and we feel that
there's approximately 36 feet of pay with an average poro-
sity cf $.6 percent.

The page does indicate that we did have a
little lost «circulation at -- when the bit was at 8169.
We're not real sure whether this is indicative of fracturing
in the Dakota or that the lost circulation occurred at some
other point in the wellbore.

We also had a little evidence of bit tor-
guing in the upper part of the Dakota, which possibly would
suggest some minor fracturing; however, based upon our ini-
tial potential test we don't feel that the evidence of frac-
turing, plus in the other wells that we have information on
that fracturing in the Pbakota 1is a significant factor and
especially with respect to the fracturing that exists in the
Mancoes.

Q Would you go‘to Exhibit C-Four and iden-
tify that exhibit?

A Exhibit C-Four is the open hole induction
log for the Mancos interval and the Dakota interval in the
Mother Lode No. 1.

The first page of Exhibit C-Four is
across the Mancos interval. I've indicated three separate
intervals that we had lost circulation in the Mancos. We
icst 3C0 barrels of mud at 6916, 200 barrels of mud at 6974,
and 300 barrels of mud at 7324.

Again, as with the other two wells we
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were anticipating lost circulation and we had lost circula
tion material at the time we encountered these zones. We
increased the percentage of lust circulation material after
encountering the zones and we did lose a significant amount
of material to the formation in the Mancos.

{Tape faulty) to 7070 covers a 305 foot
gross interval. It entails completing 30 separate intervals
and developing approximately 52 feet of pay with an average
porosity of 12.7 percent.

The second page of this exhibit is
throughout the Dakota interval we've completed the overall
7561 to 8108, 247~-foot gross interval. We developed 13 sep-
arate intervals and possibly 32 feet of pay with an average
porosity of 9.7 percent.

We did not encounter any lost circulation
or bit torquing through this interval in the Dakota.

0 OCkay, Mr. Roe, would you now turn to Ex-
hibit A-Five, B-Five, and C-Five and identify those exhi-
Lits, please?

A Okay. A-Five, B~Five, and C-Five are --
are all exactly the same. What is in A-Five is common to B-
Five and is also exactly duplicated in C-Five. I'l1l make
reference to A~Five and call some attention to highlights.

Those same comments would apply to the
other two sets of exhibits.

¢ gxhibit Number Five for each case con-

s13ts of six pages. The first page is a summary of the wells
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production

tiay

this immediate vicinity and the well, its

iy just to present the information that we have

T EET G

the Mancos and the Daxota.

I['ve andicated the initial potentiais on
els of o1l per day anu the GOR that was tested for each
. Also I've indicated the cumulative production that

vecurred as of August lst of 1884 and alsc the ourrent
that exists for each well in barrels of
and the current GOR.

As a matter of interest, sinces tnis 13 «

tairly new area, a total of 331,000 barrels of 0il have been
rroduced from this area plus approximately 43%-millicn cuinac

hanc

that

imme

TiEAr

Loundary

LR

diate

gas and the dailly average production from tnis

Ared

2400 barrels of oil per day from all of the overu-

C ¥r. Roe, let me interrupt vou iLhere.

vou refer to "this aerea"” you're talking about the Javi-~

area, the Gavilan Mancos 01l Pool, within those nound-
s7

A It's within the boundariez of the Gaviian

o3 2il Pool plus I've included four wells, five welis,

are outside the Gavilan Mancos Pocl boundary n2ut in tho

area of interest, and we feel probably have sonpo

1ag on this, the production being similar 1n nature.
Of the five wells that are ocutside Lhn
there are threa jocations and two thsi crve v Lhe
ietion  proc=ss, 80 there's really no real new evigence
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available {from thuse wells yet, but it does suggest that
tiiis 13 an area that there will be lots of activity in in
tne coming future.

O Go ahead with your analysis of kExhivit A-
Five,

A Ckay. Just one last comment on tne first
paye.,

There are fourteen wells 1n this area in,
as Mr. Roberts indicated, the bulk of the completicn and the
production information is within the bounds of ~-~ or all  of
tie production 1is within the bounds of the Gavilan Mancos
Po0l as 1t exisiLs now,

There are fourteen wells thet have Dbeen
completead and have production histories. Three wells are in
the process of completion or awaiting on completion tocl and
there are two staked locations.

Gn  the second page of Exhibit A-Five,
it’'s just fcotnotes that further explain the first page and
there's really nothing noteworthy on the second page other
than should there be questions requiring additional explana-
tion or if I felt there was additional explanation, those
eXplanations are presented on the second page.

The third page of this exhibit 15 & pro-
duction plot for the Cavilan No. 1, whicn is the weli oper-
ated Dy Nortawest Exploration. This well is located in Unitc
A of Section 26, Township 25 North, Range 2 West. It's in

tne  aimmediate  vicinity of the three wells we're talking
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apout that are the subject of this hearing and the purcese
cf this plot was to just present the overall picture cf all
ot the production that has occurred from the date of first
production, which was 1n 1%82.

when Northwest equipped this well they
equipped 1t 1n a manner that they could produce the 4ancos
vy Lliseif, the Dakota by itself, or with the strings com=-
mingled and that has actually occurred during the life of
tie well.

i've indicated, 1t may be a iittle hard
to see, but I've got additional detail on page number four.
The reason for page three was just to show the overall pic-
ture. on the page four I've taken an area out of this pro-
ducticn curve and provided additional details.

50 with reference to page four ¢f thig
exhipit, I've provided daily production data for the months
Juiy, 1983, through January, 1984. During this period of
time the well was produced as a single Mancos. it was pro=
duced as a commingled Mancos-Dakota. it was produced as a
single pakota, and then production as a single Mancos was
restored.

The upper portion of page number four of
this exhiblit is the daily data and it is presented for vyour
information if you choose to look at it.

The lower portion i1s a summary and that's
tile part that 1'11 discuss. It basically summarizes the up-

per portion plus it also accounts for the entire prodacticn
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Brieftly the well was proauced as a single

Maacos from darch of 'E2 tnrougn July 27th of 1882, Zuring
tuls pe=riod it initially averaged 44 barreis of oii per day
wiltli an average GOR of B8677. This was an average production
that did occur during the first 161 days of production.

The last fifteen days of production,
aalch occurred July lst through July 27th, it averaged 71
parrels a day with an average GOR of 7930.

pNorthwest then commingled the Mancos and
Lakota and produced it as a commingled zone from July 28th
tarougn  Octobr 5th of 1983, During the latter portion of
tais period production was averaging 108 barrels of o1l per
cay witin a GOR of 3565.

At this time the -- I might just point
out  thab the GORs that I've quoted here are utiiizing gas
volumes that I got from the C-115. The reason I Zid that is
the dally gas volumes that are reported here, thers was a
1ot of times a qguestion in my mind as to the accuracy of
tham., It appeared that maybe they were just not abkle to
measure voumes on all of the days and I used, to remove un-
Certainty, 1 used an actually recorded gas volume. The pro-
duction  of gas from this well was being sold to thzs pipe-~
line, so tney should be fairly accurate numbers.

On  October 10th through November 30th of
1983 tne well was produced from the Dakota for a total

rerrog of 50 days. The Dakota was the only thing onsn dur-
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ing this test and the average production during the lasi I
days of this period was 6 barrels of oil a day ana the CCR
wan an average of 7772,
At that point production to the single
Kancos  was  restored and that 1s the current status of the
well. It, during June of 1984 averaged 8: barreis of o1l

per day with a GCR of 2223.

Mr. Roe, what conclusions do you draw

t
N
¢
oo

from the dats in Dxhibit A-Five relative to the pro-

[

puosed revision of allocation factor?

A Ckay. BExhibit A-Five it establlishes the
ract that we have productive potential in the hDakota. it,
to you xnowledge, 13 the only well that has actuaily under
any long period tested the Dakota. It estabiishes that re-

lative Lo the Dakota the Mancos 1is the primary procucing in-

terval in this --~ thils area.

o I believe yocu have a couple of othaer
saGes  in Exhibhit a-Five. Do you wish to elaborate on the

contents of Those pages?

A Yes. On page number five, thig is the --
a piot of the daily production rates for Jerome P. Fcilugh's

~ative Son No. 2.

At  the initial =-- initially we had both
tiie Mancos and the Dakota open for production. The daily
rates are gplotted beginning in March, farch %th, 1983, and

througin  June 12th of 1934 -- now 1 said March %th of 1983,

~
v

tuat's 1984, Marcn 9th, we started production and preduce

i
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commingled stream througn June 12th of 1584, at which time
#2 shut  the well 1in to isclate the NDakota becauss we  were
nul aizle te obtain quthorization from the Commission to com-
mingle these zones.

Ye produced the well uncer & tempurary
allcwevle during the period dMarch through June and ot -- on
Ssune 1Z2th we shut the well in. We isolated the Lakota, of-
fectively June 18th the Dakota was temporarily abnandonad.v¥e
changed out the tubing and restored the well to production
upon obtaining  a plpeline connection for gas sales  during
August l4tin ©f 1984, and as you can see on the plot of daily
rates, the volumes -~ the daily rate was restorea to rates

than algher than we actually had prior to the isclation of

the Dakota. The fact that we installed 2-7/€ths tubling dur-

i

113 our workover, where production prior to thai was through

&

«=3/8ths tubing, that 1is our explanation as Lo the rates
ceinyg nigher.
The back pressure that the well was sub-

vactec o before temporarily abandoning the Dakota and aft

-
er

abandouning the Dakota was similar, so improved productivity

15 tne result of the larger tubing. This significance of

e

(1i% plot is that the volume of o0il that was attributable to
the ©Dakota during the period March through June is fairly
snall compared tou the amount that is attributable to the Da-
%xotée -~ Lo the Mancos.

G Mr. Roe, what conclusions, then, would

sou Lo able to draw from the data submitted for the Mative
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Son No. 2 %ell, Jercme P. McHugh's well, insofar as it ap-
rlies to the request for revision of allocation factors?

A This 1s presented in support of the fact

=

tiiat the bulk of our completion information, well, it Jjust
supports the fact that the Mancos 1s our primary oroducing
interval. The initial potential for the Native Son tio. 2
was much less than we see here on a daily basis. We actual-
iy had an initial potential of 233 barrels a day in the HMan-~
cos and 58 barrels a day in the Dakorta.

As you can see, the Mancos-Dakota com-
oined stream initially averaged 500 barrels a day, and
agyain, now, I say 500 barrels a day, that's once we were
abie Lo get production sustained during the month of January
'$4, w2 actually had a daily average of 132 barrels a day
auring eight days that we were able to get the well to pro-
Guce, and during February we also averaged 153 barrels a day
auring ten days that we were able to get the well o pro-
Luce.

We have continued swabbing trying Lo get
the well to come around and beginning March %th the data ig
cabulated on a daily basis.

0 Mr. Roe, do you have any information re-
garding the oii gravity factors which have a bearing on this
appiication, or these applications?

F:S Yes, that would be one other factor that
we have as evidence to the fact that the Dakota was, even

tnouygn it was producing it was not a significant part of the
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commingled stream,

The averadge 01l gravity quring Jane of
1984 was 44.2 degrees API and the gravity during August that
wa  actaally ohserved was 44.7 degrees, suggesting a very
minoy change in the composition of the total oil stream.

Again, the data we have with regards o
the [Dakota suggests that 1its gravity would be about 37 de-
grees.

Ch, one other, the last page of thizs ex-
hibic 1s -- is just included for information. it iz a plov
of all production thnat has occurred from the Native 3on Ho.
Z, not just the area that I°ve chosen to provide detail on,
. Mr., Roe, in your opinion would the grant-
ing of the application in Case Numbers B308, 8309, and 8310

e  in the best interests of conservation and result in  the

protection of correlative rights and the prevention of

%]

waste
A Yes, sir, I believe that this is abso-
iutely necessary in order to protect correlative rights.

Were Exhibits A~One through A-Five, bL-0One

L

hrough B~Five, and C-One through C-Five, either prepared by
you or at your direction and under your supervision?
A Yes, they were,
MR. ROBERTS: We move the ad-
misslon of those exitibits.
MR, QUIMNTANA: Ckay, Exhibits

a~Gne  through A-Filve, 2-0One through B-Five, and O-~0ne
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charcugn C-Yive will sc be admitted in Cases 8308,

5310,

MR. ROBERTS: Mr. Bz
tave no cther guestions.

KMR. QUINTANA: Are
othier guestions of the witness? The witness imay be

Cases 8308, 8309, anc

taken under advisement,

e

{liraring concluded.)

8309, wnd

aminar, I

Vv

there wny
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO

22 August 1984

EXAMINER HEARING

IN THE MATTER OF:

Application of Dugan Production Corp. CASE
for amendment of Division Order No. 8308
R-7258, Rio Arriba County, New Mexico.

BEFORE: Michael E. Stogner, Examiner

TRANSCRIPT OF HEARING

APPEARANCES

For the 0il Conservation W. Perry Pearce

Division: Attorney at Law
0il Conservation Commission
State Land Office Bldg.
Santa Fe, New Mexico 87501

For the Applicant:
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MR. STOGNER: Call next Case

Number 8308.

MR. PEARCE: That case is on
the application of Dugan Production Corporation for
amendment of Division Order R-7258, Rio Arriba County, New

Mexico.

Mr. Examiner, applicant has re-
quested continuance until September the 5th, 1984.

MR. STOGNER: Case Number 8308
will be so continued to the Examiner Hearing scheduled for

September 5th, 1984.

{(Hearing concluded.)




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

CERTIFICATE

I, SALLY W. BOYD, C.S.R., DO HEREBY CERTIFY
that the foregoing Transcript of Hearing before the 0il Con-
servation Division was reported by me; that the said tran-
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