
NMOCD CASE NO. 9327 

March 16, 1988 

Dugan Production Corp. 

Exhibit No. 3 

CERTIFIED MAIL - RETURN RECEIPT REQUESTED 

January 29, 1988 

TO: WORKING INTEREST OWNERS (Address L i s t Attached) 
Section 22, Township 26 North, Range 2 West, NMPM 
Rio A r r i b a County, NM 

Gentlemen: 

Dugan Production Corp. has leasehold i n t e r e s t comprising the 
NW/4 of the captioned s e c t i o n . I t i s our i n t e n t i o n t o develop 
t h i s acreage w i t h respect t o the Gavilan Mancos O i l Pool on or 
before A p r i l 15, 1988. The Gavilan Mancos pool r u l e s provide 
f o r 64 0 acre spacing u n i t s , e f f e c t i v e as o f 6-8-87, and i t i s 
Dugan Production's b e l i e f t h a t most w e l l s completed w i t h i n the 
Mancos i n t e r v a l w i l l d r a i n a t l e a s t 640 acres. 

Amoco Production completed the S e i f e r t Gas Com A Well No. 1 
(loc a t e d i n the SE/4 SE/4 of the subject s e c t i o n ) on June 28, 
1987 w i t h an i n i t i a l p o t e n t i a l pumping 54 BOPD + 120 MCFD (GOR 
= 2222). I t i s our understanding t h a t , as of t h i s date, Amoco 
has produced very l i t t l e from t h i s w e l l . A review of 
produ c t i o n records on f i l e a t the Aztec o f f i c e o f the New 
Mexico O i l Conservation D i v i s i o n (NMOCD) through November 1987 
r e f l e c t t h a t 193 0 b a r r e l s of o i l were produced d u r i n g June 1987 
i n an u n s p e c i f i e d number of days. The w e l l was s h u t - i n J u l y 
t h r u November a w a i t i n g a p i p e l i n e connection f o r gas sales. As 
r e f l e c t e d on Amoco's form C-102 f i l e d f o r the S e i f e r t Gas Com A 
Well No. 1, th e E/2 of Section 22 has been dedicated t o the 
w e l l and i t i s our understanding t h a t t he working i n t e r e s t 
ownership i s as f o l l o w s : 

Our review of leasehold records also i n d i c a t e s t h a t ownership 
of t he W/2 of Section 22 i s as f o l l o w s : 

709 BLOOMFIELD RD. • P. O. BOX 208 • FARMINGTON, NEW MEXICO 87499-0208 • PHONE: (505) 325-1821 

Amoco Production 
Kindermac Partners 
Meridian I n c . 

57.26562% 
36.48438% 
6.25000% 

Dugan Production Corp. 
Reading & Bates Petroleum Co. 
Hooper, Kimbell & Williams I n c . 
Ibex Partnership 
P.C., L t d . 
Carolyn Clark Oatman 
Warren Clark Trust 
Warren Clark Testamentary T r u s t 

50.000000% 
16.666665% 
16.666665% 
7.804365% 
7.804365% 
0.437420% 
0.406900% 
0.213620% 



Letter to Working Interest Owners 
January 29, 1988 
Page 2 

In view of Section 22 being within the boundary of the Gavilan 
Mancos Oil Pool and considering that the spacing for this area 
was set at 640 acres per well (effective 6-8-87) , we propose 
that the working interest owners within Section 22 negotiate 
mutually satisfactory terms for the participation in a 640 acre 
spacing unit for the Seifert Gas Com A Well No. 1 comprising 
a l l of Section 22. We believe that this i s not only consistent 
with the Gavilan Mancos Pool Rules in effect at the time of 
completion of the Seifert Gas Com A Well No. 1, but also 
Section 70-2-18(A) of the New Mexico Statutes. Along these 
lines, Dugan Production has had preliminary conversations with 
Amoco Production Company and Amoco i s currently evaluating our 
proposal. We are writing now to request that each working 
interest owner within Section 22 consider our proposal and l e t 
us know whether or not you support the voluntary establishment 
of a 640 acre spacing unit for the Seifert Gas Com A Well No. 1 
which would entail communitizing the acreage in the E/2 with 
the W/2 acreage. 

In view of our desire to have this matter resolved as quickly 
as possible, Dugan Production i s requesting our counsel to set 
this matter for hearing before the New Mexico Oil Conservation 
Division on their 3-2-88 docket. I t i s our intention to pursue 
the voluntary formation of the spacing unit, and in the event 
we can successfully form a 640 acre spacing unit voluntarily, 
our applications to the NMOCD in this matter w i l l be dismissed. 

Should you have questions regarding this matter, please feel 
free to contact either me or Rich Corcoran, our Land Manager, 
at the letterhead address. 

Sincerely, 

John D. Roe 

Manager of Engineering 

JDR/cg 

attachment - l i s t of working interest owners 

cc: Tom Kellahin 



WORKING INTEREST OWNERS 

Section 22, T-26N, R-2W 
Rio Arriba County, NM 

(Page 1 of 2) 

East Half (Currently dedicated t o Amoco Production 
Section Company's S e i f e r t Gas Com A Well No. 1 

Located i n the SESE of Sec.22,T-26N,R-2W) 

Amoco Production Company 
17th & Broadway 
P.O. Box 800 
Denver, CO 80201 

Sun Exploration & Prod. Co. 
Attn: Frank Syfan 
P.O. Box 5940 T.A. 
Denver, CO 80217-5940 

Meridian, Inc. 
Attn: Van Goebel 
P.O. Box 4289 
Farmington, NM 87499 

West Half Section 

NW/4 Dugan Production Corp. 
Attn: Rich Corcoran 
P.O. Box 208 
Farmington, NM 87499 

SW/4 Reading & Bates Petroleum Co. 
Attn: Eric Koelling 
3200 Mid-Continent Tower 
Tulsa, OK 74103 

Hooper, Kimball & Williams, Inc. 
Attn: Greg Owens 
P.O. Box 520970 
Tulsa, OK 74152 

Ibex Partnership 
Attn: Ron Holloway 
P.O. Box 911 
Breckenridge, Texas 76024-0911 



WORKING INTEREST OWNERS 

Section 22, T-26N, R-2W 
Rio Arriba County, NM 

(Page 2 of 2) 

PC, Ltd. 
Attn: Ron Holloway 
P.O. Box 911 
Breckenridge, Texas 76024-0911 

Carolyn Clark Oatman 
P.O. Box 1846 
Austin, Texas 78767 

Warren Clark Trust 
P.O. Box 1846 
Austin, Texas 78767 

Warren Clark Testamentary Trust 
P.O. Box 1846 
Austin, Texas 78767 

w i o l i s t 2 



DUGAN PRODUCTION L E T T E R D A T E D 1-29-88 
R E T U R N R E C E I P T C A R D S 
Working Interest Owners 

E / 2 of Section 22, T26N, R2W, NMPM 
Rio Arr iba County , NM 

(Page 1 of 2) 

_f_ S E N D E R : Complete Items 1 md 2 when additional services are desired, and complete Items 3 
• and 4. 
Put your address In the "F RN TO" Space on the reverse side. Failure to do tf II prevent this 
card from beina returned \.. ,ou. The return recelot fee will provide vou the m> . of tha person 
delivered to and tha date of deliverv. For additional fees the following services are available. Consult 
postmastar for fees and check box(es) for additional serviced) requested. 
1. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 

t (Extra charge)! t (Extra charge)1 

3. Article Addressed to: 

Amoco Production Co . 
P . O . Box 800 
Denver, CO 80201 

4. Article Number 

P-488 636 961 
3. Article Addressed to: 

Amoco Production Co . 
P . O . Box 800 
Denver, CO 80201 

Type of Service: 
D Registered- , D Insured 
$ Certified * • COD 
O Express Mail 

3. Article Addressed to: 

Amoco Production Co . 
P . O . Box 800 
Denver, CO 80201 

Always obtain signature of addressee 
or aaent and D A T E D E L I V E R E D . 

5. Signature — Addressee / 8. Addressee's Address (ONL Y if 
requested and fee paid) 

6. Signajure^^, J 

8. Addressee's Address (ONL Y if 
requested and fee paid) 

7, Date offlfl^fefV * 

8. Addressee's Address (ONL Y if 
requested and fee paid) 

PS Form 3811, Mai. 1987 * U.S.G.P.O. 1987-178-268 DOMESTIC RETURN RECEIPT 

- • . S E N D E R : Complete items 1 and 2 when additional services are desired, and complete Items 3 
™ and 4. 
Put your address in tr E T U R N T O " Space on tha reverse side. Failure to la will prevent this 
card from beina retun to vou. The return receipt fee wJH provide vou t » - ,iam« of the Derson 
delivered to and the data of deliverv. For additional«fees thfelollowlna services are available. Consult 
postmaster for fas* and check boa (as) for addltlonarsecvfcaU; requested. V : •" •" ' 

1 1. • Show to whom delivered, dat#, and addressee's address.' 2. C 3 * Restricted Delivery 
\ (Extr*charg*,1 " * " ' 1 (Extn'chmrg*)* 

3. Article Addressed to: ' -

Kindermac Par tners 
t A'ttn: Kent C r a i g 

650 South C h e r r y , Sui te 1 225 ^ 
Denver , CO 80222 'Jf. 

4. Article Number ~ 

P-488 636 962 
3. Article Addressed to: ' -

Kindermac Par tners 
t A'ttn: Kent C r a i g 

650 South C h e r r y , Sui te 1 225 ^ 
Denver , CO 80222 'Jf. 

Type of ^ r v i c a : 
O Ffegi|ter»d • Insured 
R C a f « i f l e d - ^ • COD 

3. Article Addressed to: ' -

Kindermac Par tners 
t A'ttn: Kent C r a i g 

650 South C h e r r y , Sui te 1 225 ^ 
Denver , CO 80222 'Jf. 

Alvvavi op\ata signature of addressea 

or aoent and 'DATE D E L I V E R E D . 

5. Signature — Addressee 

X 
8. Addressee's Address (ONL Y i f 

requeued and fee paid) • -'' / 

J 6. Sigoajtpre - Agent ~S?~~7'~ 

8. Addressee's Address (ONL Y i f 
requeued and fee paid) • -'' / 

J 
7. Date of Delivery , / f 

8. Addressee's Address (ONL Y i f 
requeued and fee paid) • -'' / 

J 

FS Form 3811, Mar. 1987 * US OJ>0.10»7-17^2«1 | DOMESTIC RETURnT RECEIPT 

A S E N D E R : Complete Items 1 and 2 when additional services are desired, and complete item* 3 
• i n d * . . ' * 
Put your address In tt 1ETURN T O " Space on t M reverse side Failure to its will prevent this 
card from «a1ng retur, to vOu. Jhe return rece|Dt fee w|ll provide vou V -*wne of ^h* oerson 
delivered to and flie data ef -«el(yerv. For eddltlonarTfaa* the followlna service, are available Cnr^.tt 
postmaster tor *ees and chectatljc«»(ej) for addltrwal s*rVlc*(*) *eav**tecj. . ! 
t.v.P Show to whom delivered, date, and addr*«** 's Jdcjrss*. 2 . p Restricted Delivery 

if£xtrtvlung*Jt ••* jt t. :T ' t (Extra charge)f 
3 , Article Addressed-tp: _ 

Meridian, I n c . 
At tn: Van Goebel 
P . O . Box 4289 
Farmington, NM 87499 

4. Article Nu»i<i>er. 

P-488 636 963 
3 , Article Addressed-tp: _ 

Meridian, I n c . 
At tn: Van Goebel 
P . O . Box 4289 
Farmington, NM 87499 

Type of Service: 
D Registered • Insured 
E l Certified • OOO 
• Express Mail 

3 , Article Addressed-tp: _ 

Meridian, I n c . 
At tn: Van Goebel 
P . O . Box 4289 
Farmington, NM 87499 

Always obtain signature of addresssa 
or aoent and D A T E D E L I V E R E D . 

5. Signature - Addressea 

X 
8. Addressee's AddressVOWt K// 

requeued and fee paid) 

6, Signatuse^ Agent /^~~~) ^ / " 

8. Addressee's AddressVOWt K// 
requeued and fee paid) 

». OWotQeJjwery / ' ' ' ' ' 

8. Addressee's AddressVOWt K// 
requeued and fee paid) 

PS Form 3811. Mat- 1987 * U5.0.P.O. iS*7-17s-26* DOMESTIC RETURN RECEIPT 
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UUbAiM I ' K U U U U n U I N U U K r * . 

P. 0. DOX 2Q1 (R_0/»< o>o 

FAf!f.l:;".!GT3.'J, GV431 CG t*> * , 

(bL5J 325-1 1 
Page 2 of 2 

SUBJECT 

' e s t Z 

OATE 

MESSAGE 

/ 

- / 

S 3 

fart c / o rSK&e: f l o s / * 

"cf 

S E N D WHITE COPY R E T A I N Y E L L O W C O P Y 

<ce<r c S ^ ' / / - ' ^ 

'QUESTIONS? CALL 800-238-5355 TOLL FREE. 

2/8/83 
TO*!-1* F«Mral Eiprets Account Number ' » '. -' " . • _ -
wn (Vtour Name) 

John Roe 
Your Pftone rtonrcwr (Very ImportanO 

t 505) 325-1821 
Oeparknanl/Floor No. 

MtAdcVast 
r r IL' ^ r »» r «• v y 

Slate 7JP Aequred For Correct ITNOOng 

i u \r«Duiy«aja n a ia*B9i*ci 

^ Frank Syf an 
To (Reapwifs Name) 

Company 
) 

Deperfcient/Ftoor Na 
- . . - ' • ' - 4 ' 

Sun Exploration a Productlofl Company 

3151 South Vaughn Wav. Stilta 600 
City 

Aurora, CO 
QP Seal AijiaenZlpHaquCTd 

^ 80014 
I 
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LBS 

Total Total 
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1 •FteoUhrStcp 

2 • On-Cai Stop 
3 D 4 0 

Drop B o B S C 
FederaJ Essvsak Ccn> Employaa No. 

Oale/Tina for Federal Express Uae 

IUXJ /ea f%a-»r n rxs rtttui t m m launaat 
Skeet Addraaa (Sea Senica Gude or Cal aoo-23e-53Ba) 
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sTCOrria. s n t f ^ I prtfals MKJrrapy lt?M aVCl tfhef COStS. tXJl 
rs not nrrweo tc mpse *«jr-is Sucn ramgas «*« ca*eo 

DO HOT SHIP CASH OH tWHUHCr 

Onsan Agent Charge 

Toas Charges 
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#108001 

FEC-S-751-1000 
HEVtSION DATE 
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DUGAN PRODUCTION LETTER DATED 1-29-88 
RETURN RECEIPT CARDS 
Working Interest Owners 

W/2 of Section 22, T26N, R2W, NMPM 
Rio Arriba County, NM 

(Page 1. o£ }) 

- fk jSENDER: Complete items 1 and 2 when additional services ara desired, snd complete Items 3 
~ and 4. 
Put your address In tl IETURN TO" Space on the reverse side. Failure to lis will prevent thla 
card from beina returned to vou. The return recelot fee will orovide vou the name of th* Derson 
dellvared to and the date of deliverv. For additional fees the following services are available. Consult 
postmaster for fees and check box(es) for additional service's) requested. 
1. • Show to whom delivered, dete, and addressee's address. 2. • Restricted Delivery 

t(Extra charge)! t(Extra charge)! 

3. Article Addressed to: 

Reading & Bates Petroleum C o r p . 
Attn: E r i c Koelling 
3200 Mid-Continent Tower 
T u l s a , OK 74103 

4. Article Number 

P-488 636 964 
3. Article Addressed to: 

Reading & Bates Petroleum C o r p . 
Attn: E r i c Koelling 
3200 Mid-Continent Tower 
T u l s a , OK 74103 

Type of Service: 
D Registered D Insured 
K Certified • COD 
Q Express Mail 

3. Article Addressed to: 

Reading & Bates Petroleum C o r p . 
Attn: E r i c Koelling 
3200 Mid-Continent Tower 
T u l s a , OK 74103 

Always obtain signature of addressee 

or aoent and D A T E D E L I V E R E D . 

5. Signature — Addressee 

X 
8. Addressee's Address (ONL Y if 

requested and fee paid) 

6. Signature^ Agent 

8. Addressee's Address (ONL Y if 
requested and fee paid) 

8. Addressee's Address (ONL Y if 
requested and fee paid) 

PS Form 3811, Mai. 1987 * U.S.G.P.O. 1987-178-268 DOMESTIC R E T U R N R E C E I P T 

•
S E N D E R : JCaWpyte items 1 and 2 when additional servloee^re-desired, and complete items 3 
and 4.' " -

Put your address in ti I E T U R N T O " Space on tha reverse side Failure to ii* will prevent this 
card from being retur i— to you. T h * reyjrp receipt fa* will provide vou tt.w name of th* person 
delivered to a nd tfr* dat* of delivery. For additional fee* the following service* ere available. Consult 

1. • Show to whom delivered, date, aad edcfressae't address. 
t(Extra charge)! 

2- • Restricted Delivery 
t (Extra charge)! 

3. Article Addressed tp: 

Hooper, Kimball & Williams, Inc . 
Attn: G r e g Owens 
P . O . Box 520970 
T u l s a , OK 74152 

4. Article Number 

P - 4 8 8 636 965 
Type of Service: 
O Registered Q Insured 
B Certified • COD 
• Express Mall 

Always obtain j 

or agent an 

Luf addressee 

8. Addreiejrt'Addri 
requ e^ttfandffie paid} 

PSFossn 3 8 1 1 . Mai. 1987 * US .{*t»0:1887^17V2$« D O M E S T I C R E T U R N R E C E I P T 

( S E N D E R : Complet* items 1 end 2 when additional services ara desired, snd complete Items 3 
' and 4. 
-t your addreee In the J R N T O " Space on the reverse side Failure to do t III prevent this 
rd from beina returned w vou. T h * return recelot fa* will orovld* vou the n^..,« of th* parson 
Ifvered to and tha data of deliverv. For additional fees th* followlna services sre available. Consult 

wtmester for fees and check box'**) for additional service(s) requested. 
.. • Show to whom delivered, data, and addressee's address. 2. • Restricted Delivery 

i !(Extra.charge)! t (Extra charge)! 

3. Article Addressed to> 

Ibex Par tnersh ip 
Attn: Ron Holloway 
P . O . Box 911 
Breckenr idge . T e x a s 76024-0911 

4. Article Number 

P-488 636 966 
3. Article Addressed to> 

Ibex Par tnersh ip 
Attn: Ron Holloway 
P . O . Box 911 
Breckenr idge . T e x a s 76024-0911 

Type of Service: 
D Registered D Insured 
H Certified • COD 
• Express Mail 

3. Article Addressed to> 

Ibex Par tnersh ip 
Attn: Ron Holloway 
P . O . Box 911 
Breckenr idge . T e x a s 76024-0911 

Always obtain signature of addressee 
or aoent and D A T E D E L I V E R E D . 

5. Signature — Addressea 

X -
8. Addressee's Address (ONL Y if 

requested and fee paid) 

6. Signature - Agent 

8. Addressee's Address (ONL Y if 
requested and fee paid) 

7. Dat* of Delivery _ * / ) 

8. Addressee's Address (ONL Y if 
requested and fee paid) 

PS Form 3811 Mar 1 OH7 + ILS M D i a a 7 - 1 7 8 - 2 S a D O M E S T I C R E T U R N R E C E I P T 



A S E N D E R : Complete Items 1 and 2 when additional services are desired, and complet* Items 3 
™ and 4. 
Put your address In th 3TURN T O " Spec* on the reverse side. F*llur* to t s will prevent thl* 
card from beina return... to you. Th* return receipt <»e will Provid* vou th* .iam* of th* person 
delivered to snd the date of deliverv. For additionel fees the followino services sre available. Consult 
postmaster for fees and check boxles) for additional servlce(s) requested. 
1. • Show to whom delivered, date, and addressee's address. 2. • Restricted Delivery 

!(Extra charge)! !(Extra charge)! 

3. Article Addressed to: 
» 

P C , L t d . 
At tn: Ron Holloway 
P . O . - B o x 911 
Breckenr idge , T e x a s 76024-0911 

4. Article Number 

P-488 636 967 
3. Article Addressed to: 

» 
P C , L t d . 
At tn: Ron Holloway 
P . O . - B o x 911 
Breckenr idge , T e x a s 76024-0911 

Type of Service: 
• Registered • Insured 
29 Certified • COD 
• Express Mail 

3. Article Addressed to: 
» 

P C , L t d . 
At tn: Ron Holloway 
P . O . - B o x 911 
Breckenr idge , T e x a s 76024-0911 

Always obtain signature of addressee 

or aoent and D A T E D E L I V E R E D . 

5. Signature — Addressee 

X 
8. Addressee's Address (ONL Y if 

requested and fee paid) 
8. Addressee's Address (ONL Y if 

requested and fee paid) 

7. Date of Delivery „ 

8. Addressee's Address (ONL Y if 
requested and fee paid) 

PS Form 3 8 1 1 , Mar. 1987 

, WIO - W/2 
Sec.22,T26N,R2W 
Rio A r r i b a , NM 
Page 2 of 2 

* U.S.G.P.O. 1987-178-268 DOMESTIC R E T U R N R E C E I P T 

•fa S E N D E R : Complet* Items 1 and 2 when additional services are desired, and complete Items 3 
™ and 4. 
Put your address In t> R E T U R N T O " Space on the reverse side. Failure to .his will prevent this 
card from beina returned to vou. The return receipt fee will provide vou th* nam* of the parson 
delrv*r*d to and th* data of delivery. For additional fees tha following services sr* available Consult 
postmaster for fee* and check box(ea) for additional service's) requested. 
1. • Show to whom delivered, dat*. *nd addressee's address. 2. • Restricted Delivery 

t(Extra charge)! !(Extra charge)! 

3. Article Addressed to: 

Carolyn C l a r k Oatman 
P'.O. Box 18 46 
A u s t i n , T e x a s 78767 

4. Article Number 

P-488 636 968 
3. Article Addressed to: 

Carolyn C l a r k Oatman 
P'.O. Box 18 46 
A u s t i n , T e x a s 78767 

Type of Service: 
• Registered G Insured 
H Certified • COD 
• Express Mail 

3. Article Addressed to: 

Carolyn C l a r k Oatman 
P'.O. Box 18 46 
A u s t i n , T e x a s 78767 

Always obtain signature of addressee 
or aoent and D A T E D E L I V E R E D . 

5. Signature — Addressee 

X 
8. Addressee's Address (ONL Y if 

requested and fee paid) 

6. Signature — Agent -

8. Addressee's Address (ONL Y if 
requested and fee paid) 

7. Date of Delivery . 

8. Addressee's Address (ONL Y if 
requested and fee paid) 

PS Form 38f11^ M u . 1987 * U.S.&P.O.1987-178-268 DOMESTIC R E T U R N R E C E I P T 

am.SENDER: Complet* items 1 and 2 when additional services ara desired, end complet* Items 3 
w * n d 4. 
Put your address in th* " F RN T O " Space on th* ravers* side Failure to do tf II prevent this 
csrd from beina returned \ . ,ou. T h * return receipt fee will provide vou th* n* . of th* person 
delivered to and the date of deliverv. For additional fees th* following services are available Consult 
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