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September 30, 1976 o SN

Joe D. Ramey

Secretary-Director

New Mexico Qil COnservat.:.on Commission :
Box 2088 A

Santa Fe, NM- 87501 - Dno

Re: Appl:.catlon for Approval for Downhole comm:.nglmg
San Juan County, New Mexico

Dea.‘l’.‘ “r. Ramey:

Enclosed are the follow1ng items regardlng the appllcatlon for downhole cou-
mingling of the McAdams #3 Well located in the: iNE/4 of section 34, Townshlp
27 North, Range 10 West, NMPM, San Juan ,County, New Mexico.,

1. Two copies of the Appllcatlon for Approval for Downhole Commlngllng'”
cf the McAdams #3 Well (Gallup and Dakota). :

2,, Two. copxes of the ﬂnr+~f;cauc of- hdi;lng statlng Fhat a1l oPerators
of 1eases offsettlng ‘the dedicated acreage forx thls well, the USGS, ‘and the
Supervisor of the District III Office of: the 011 Conservation Commission have
been notlfled of this Application. :

Please set this Application for hearing 5n‘0cto§er 27, 1976, if possible.
Sincerely,

Richard T. C. Tully
General Counsel
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of the McAdams #3 Well (Gallup and’ Dakota) in , AR

Supervisor, bistrict III
1000 Rio Brazos Road
Aztec, NM 87410

phil T. McGrath, District Engineer
U. S. Geological Survey

Box 959

Farmington, NM 87401

cb
Bnclosures
xc: Al R. Kendrick 'D. N. Canfield, Director of Land

'El Paso Natural Gas Company
‘Box 1492
El Paso, TX 79978

T. S. Yancey, Division Landman
‘Amoco Production COmpany

‘Security Life Building
Denver, CO 80202

309 BLOOMFIELD RD. « P.O.BOX 234 * FARMINGTON, NEW MEXICO 87401 & pHONE 505-325-0238
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"BY THE COMMISSION:

BEFORE THE OIL CONSERYATION COMMISSION
OF THE STATE OF NEW MEXICO

K

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

"CASE NO. 5792 .
Order No., R=5312

APPLICATION OF ‘DUGAN - PRODUCTION .
CORPORATION FOR DOWNHOLE COMMINGLING,
SAN JUAN COUNTY, NEW MEXICO, ,

ORDER OF THE COMMISSION

a quorum being present,’ Eaving considered the testimony, the

Pcak-Gallup and Basin-Dakota production within the wellbore of

This cause came on for hearing at 9 a.m. oOn October 27,
1976, at Santa Fe, New Hexico, betore Examiner Daniel s. Vutter.

--NCY, on- this 4th day of Nbvember. 1976. the COmmission,';

record, and the recommendations of the Examiner, and being
fully advised in the premises,

FINDS:

(1) That due public notice having been given as required
by law, the Commission has jurisdiction of this cause and the
subject matter thereof.

(2)  That the applicant, Dugan Production Corporation, is the,
owner and operator of the McAdams Well No. 3, located in Unit H
of Section 34, Township 27 North, Range 10 West, NMPM, San Juan

Countv. New Maxioco.
(3) That the applicant seeks authority to commingle Angels"

the above=~described well.

(4) That from the Angels Peak-Gallup zone, the subject
well is capable of low marginal production only.

{(5) That from the Basin—Dakota zone, the subject well is
capable of low marginal production only.

(6) That the proposed commingling may result in the?
recovery of additional hydrocarbons from each of the subject
pools, thereby preventing waste, and will not violate
correlative rights.
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Case No. 5792
Order No. R=5313

(7) That the reservoir characteristics of each of the
subject zones are such that underground waste would not be
caused by the proposed commingling provided that the well is
not shut-in for an extended period.

. (8) That to afford the Commission the opportunity to assess
the potential for waste and to expeditiously order appropriate
remedial’ action, the operator should notify the Aztec district
office of the Commission any time the subject well is shut-in
for 7 consecutive days.

(9) That in order to allocate the commingled production
to each of the conmingled zones in the subject well, 80 percent
of the commingled oil production should be allocated to the
Angels Peak-Gallup zone and 20 percent to the Basin—Dakota
zone, and 20 percent of the commingled gas production to
Angels Peak—Gallup zone and 80 percent to the Basin-~Dakota
Z20Ne .,

IT IS THEREFORE ORDERED:

(1) That the applicant, Dugan Production Corporation, is
hereby authorized to commingle Angels Peak~Gallup and Basin-
Dakota production within the wellbore of the McAdams Well No. 3,
located in Unit H of Section 34, Township 27 North, Range 10
West, NMPM, San Juan County, New Mexico.

(2) That 80 percent of the commingled oii productionm = |

shall be allocated to the Angels Peak-Gallup zone and 20 percent
to the Basin-Dakota zone, and 20 percent of the commingled

gas production shall be allocated to the Angels Peak-Gallup

zone and 80 percent to the Basin-Dakota zone.

(3) That the operator of the subject well shall immediately

notify the Commission‘'s Aztec district office any time the
well has been shut-in for 7 consecutive days and shall
concurrently present, to the Commission, a plan for remedial
.action.

(4) That jurisdiction of this cause is retained for the

entry of such further orders as the Commission may deem necessary.

v o npo——— v,
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designated.

Case No. 5792
Order No, R-5313

DONE at Santa Fe, New Mexito, on the day and year hereinabbv%

S'I.‘A';?E OF NEW MEXICO ;
OIL- CONSERVATION COMMISSION
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RLURAPR . ‘ /
: [{"A on. CONSERVATION CdMM:'ssmN
g, e & STATE OF NEW MEXICO '
e P. 0. BOX 2088 . SANTA FE ‘ l N
87501 . [l " a" :
DIRECTOR LAND CoMMissioNER _ STATEGEoLogisy
JOE D. RAMEY PHIL R. LUCERO : EMERY C. ARNOLD
o No r S5, 1976 ) :

Mr Blchard 1. o, py;,  Re: GASE o, 5792
' Mr. Richard T, ¢, Tully Re: CASE nNo
G e . A ‘

, 53—
General Counge] ORDER NO._ = ,

P. 0. Box 234 '" . .
Fatﬁington; New Mexico 8749 4pplicant:

v Dugan,Production‘COrp.

Dear Sir:

Enclosed herewith are two copies of the above-teférénced
Commission order recently’entered‘in the subject case.

ﬁurs very truly

JDR/ £d

Copy of order also sent to-

Hobbs occ X

Artesia 0OCC X

Aztec 0CC X

" Other .
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Examiner Hearing Wednesday - October 27, 1976 Docket No, 29-76
-2

CASE 5;1'76 '(Con'tinued & Readvertised)

Application of Continental 01l Company for an unorthodox gas well location, Eddy County, New
Mexico. Applicént, in the above:styled cause, ceeks approval for ihe unorthodox location of its
James Ranch Unit Well No, 8 to be drilled at a point 1980 feet from the North line and 660 feet
from the West line-of Section 31; Township 22 South, Range 31 East, Los Medanous-Morrow Gas Pool,
Eddy COunty, New Mexico, the N/2 of said Section 31 to be dedicated to the well.

CASE 5794: -Application of ‘Continéntal 611 Compan,y for compulsory pooling, Eddy County, New Mexico.
Applicant, in the above-otyled cause, seeks an order pooling all mineral interests in the
Pennsylvanian formation underlying the W/2 of Section 31, ‘Township 22 South, Range 31 East; Los
Medanos Field, Eddy County, New Mexico, to be dedicated to a well to be drilled at a standard
docation-in Unit L of said Section 31, -Also to be considered will be the cost of drilling and
‘completing said well and the alldeation of the cost thereof, as:well-as ‘actual operating costs
‘and charges for supervision.l Also to be considered will be the demgnation of applicant as
operator of the well and a charge for risk 1nvolved in drilling said well.

CASE 5795: 'Application ‘of Continental o0il Compaxw fox- an exceptlon to the provis:.ona of Order No. R- 1670,

pools of Northrestern
£ Basin DaXota productlon
ts Northeast Ha:ynes Lease in Tomsth 24 North, Ra.nge 5 West, Rio Arriba County,
o ey Maxiag;- .-ithcut the necessity of separately measuring the production {Tom éacn weli.

CASE 5777: (Continu;ed & Readvertised)

Appl:.eation of G1frord & Mitchell and M. B, Wisenbaker for pool creaticn, pcol rules, and &

non—standard gas spacing unit, lea County, New Mexico. Applicént, in the above-styled cause,

seeks the creation of a new gas pool for Pennsylvanian production for its Horse Bock Well Ho.

1 loeated 1000 feet from the -Sodth 1ine and 1980 feet {rom the East line of Section 3 3, ’i‘owrsh:lp

26 South, Rarige 36 East, Lea Coungy, ‘New Mexico, the promilgation of pool rules therei‘or, ineluding
-8 provision for 640-acre spacing and approval for a 589.52-acre non-standard gas spacing unit

comprising all of partial Sections 33 and 34 of the aforesaid township.

Doc’iet ‘No. 30-76

Dockets Nos. 31—'76 and 32 76 are ..entatlvely set for hearing on November 10 and November 23, 1976.
Applications for hearing must be filed at 1east 22 days in advance of hearing date.

DOCKET: CCMMISSION HEARING - THURSDAY - NOVEMBER 4, 1976

9 A.M. - OIL CONSERVATION CQIELISSION CONFERENCE ROQH,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

CASE 5743: 1In the matter of the hearmg called by the 0il Conservatlon Commission on its own motion to pernit
s John W. Adams , Executor of Esfatésiof R. V. ‘and" June Adams; and Ruth McGahey, Fred MeGahey and
David McGahey dba Adams & McGahey,  American Employers' Insurance Conpany, and all other interested
parties to apnear and show esuse why the following wells located in Township 21 North, Range 30
Fast, Har'ding County, New Mexico, shou_ld not be plugged and atandoned in accordance with a
Commission-approved plugging program:

Gonzales Well No. 2, located in Unit P of Section 9; Adams & McGahey Well
No. 1, located ‘in Unit B of Section 16; and Conzales "A" Well No. 1,
lccated in Unit H of Section 32.

Upon ap?iication of John W. Adams, this case will be heard De Novo pursuant to the provisions
of Rule 1220.

[T
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Docket No. 29-76

" Dockets Nos. 31-76 and. 32-76 are tentatively get for hearing on November 10 and November 23, 1976. Applica-
tions for hearing must be filed at least 22 days in advance of hearing date.

DOCKET: EXAMINER HEARING = WEDNESPAY - OCTOBER 27, 1976

9 AM, - OIL CONSERVATION CO.VHISSION CONFERENCE ROOM,
STATE LAND OFFICE BUILDING, SANTA FE, NEW MEXICO

The followmg Cases Will be heard before Damisl S. Nutter, Examiner, or Richard L. Stamets, Alternate Examiner:

CASE 5768:

TCASE 5785:

CASE 557
CASE 5789:
" GASE 5790:

CASE 5791:

—
\/’011{57 92:

CASE 5793:

- tragts. Also 1o

(Continued from September 29, 1976, Examiner Hear’ihg)

In the matter of the hearing e¢alled by the 041 Conservation Commission on its own motion to permit
Service Drilling Company, The Traveélérs Indemnit.y Company, and all other interested parties to
appear and show cause why the Gonzales-Pittman Well No. 1, located in Unit M of Section 24,
Township 21 North, Range 21 Fast, Mora County, New Mexico, should not be plugged and abandoned
in accordance with a Comissicn~approved pluggmg program. ——————————————————————

(Continued t‘rom October 13, 1976, Examiner Hearing) .

Application of Doyle Hartmn for- compulsory pooling, Led County, New. Mexico Applicant., in the
above-styled cause; seeks ‘an order pooling all mineral interests m the Seven Rivers-Queen
formation unde lying the NE/!. NE/Z. , W/4 NE/I., SW/4 NE/!., and SF, of Section 19, -Townsnip
24 South, Range 37 | ] ‘Lee | ,; New 9

proration ynit: (“ e

Tas .ge ual. oneratma oosts Md carges-for ouycl ViS10T.

allocation ‘of th

co .. a8s We.
~A350 16 ve considered will be the de51gnat10n of appllcant as operator of the wells and a charge

for risk involved in drilling said wells.
(Rgopened) A(Contmued from Octcber 13, 1976, Examiner Hearing)

“"In the matter of Case 5574 being reopened pursuant to the pro‘\'nsmns of Order No. R-5118 which

order established a temporary special ‘depth bracket allowable of 750 barrels of oil per day for

the Eagle Mesa-Entrada 0il Pool, Sandoval’ Oourxty, New Mexieo. All'interested parties may appear

and show cause why said special depth bracket: allowable should riot be rescinded.

Applicat:.on of Amoco Production Company for salt water disposal well, Roosevelt County, New Mexico.
Applicant; in the above-styled cause, seeks authority to dispose of produced salt water into the
Fusselman formation thro.‘gn ‘the perforated interval from 8313 feet to 8538 feet in its Swearingen
ncr Well No. 2 located in Unit M of Seétidn 18, Township 5 South, Range 33 East, Petersen—
Fusselman Pool, Roosevelt County, New Mexico.

:Anplication of Lome Petroleum Corporat_.ion for pool creation end assignment o“ dlscovery allowable,

McKlnley County, New Mexico. AP t, .in the above st,vled eause; sselke the cication of 4 new oll
‘BoOL ‘Tor Entrada production and the assignment: of approximtely 58 770 barrels of oil discovery

' allowable to the discovery well, bemg the Féderal 21 Well No. 1 located in Unit X of Section 21,

Township 20 North, Range 5 West, McKinley County, New Mexico.

Applicat.ion of Texaco Inc. for a ron-standard gas proration unit and s:tmulta.neom dedication, lea
County, New Mexico. Anplicant, in the ‘above- styled‘cause, ‘'seeks approval ‘for a 320-acre non=standard
Euront gas proration unit comprising the E/2 SE/4, SW/l, SE/4, and SE/4 SW/4 of Section 23; the

W/2 W$/4 of Section 25; and the E/2 NE/4 of Section; 26, a1l in Jownship 19 South, Range 36 East,

Lea County, New Mexico, to be simultaneously dedlcafed to appllcant s William Weir Wells Nos. 1 -

and 2 at unorthodox locations in Unit E of said Section 25 and Unit N of said Section 23, respectively.

Application of Duganr Production Corporation for dawnhole commingling, San Juan County, New Mexico.
Applicant, in the above-styled cause, seeks authority to commingle Angels Peak-Gallup and Basin-
Dakota production in the wellbore of 1ts McAdams Well No. 3 located in Unit R of Section %,
Township 27 North, Rarge 10 VWest, San Juan County, MNew Mexico.

Application of Dugen Production Corporation for an unorthodox gas well” locat.ion, Rio Arridba County,
New Mexico. Applieant, In the above-styled ~ause, seeh approval for the unorthodox location of
its Sherman Edward Well No. 2A, to be drilled at a pomt 2500 feet-from the North line and 510 feet
from the West line of Secticn 3, Towmship 29 North, Range 5 West, Blanco Mesaverde Gas Pool, Ric
Arriba County, New Mexico, the N/2 of said Section 3 to be dedicated to the well.
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— Page 3
1 MR. NUTTER: We wirll call the next Case Number
2 |5792.
3 MS. TESCHENDORF: Case 5792, application of Dugan 3

4 IProduction Cor"pbratio‘n for downhole commingling, San Juan

5 [County, New Mexico.

6 - MR. TULLY: May it please the Commission, I'm
7 §Richard Tully, general counsel for Dugan” Production Corporation|
8 §I have one witness to call in Case Number 5792, Thomas A.
| 'g | 9 iDugan. :
§ 8 10| {(THEREUPON, the witness was duly sworn.)
g £ , , : . ) ,
wégﬂ 1 MR. TULLY: Prior to getting started I will go
27 = .
%gﬁg 12 Jahead and give you our exhibits.
g
Boig
'5;:}'3 13
< 3§8s
= 332 . LI "
s 22‘_“' 14 , : THOMAS A. DUGAN
g 5% | ’ | .
o g 15 [called as a witness, having been first duly sworn, was
opnt
@ 8 .
S 16 [examined and testified as {ollows:
17
18 , DIRECT EXAMINATION
| 19 |BY MR. TULLY:
20 Q. Please state your name for the record?
21 A Thorr{as A. Dugan.
t P k ,‘“ 22 0. And your address, Mr. Dugan?
- 23 A, 907 Hallett Circle, Farmington, New Mexico.
24 Q And what is your occupation, Mr. Dugan?
25 A. I'm a petroleum engineer and President of Dugan

) . IS RN
1
t
\
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Production Corporation.

| e

0il Conservation Commissicon?

Have you previously testified before the New Mekico

A Yes, I have.
of record and acceptable?

MR. NUTTER: Yes, they are.
o Gtr. Tully continuing.) Mr. Dugan, I'l1 hand you
a copy of the application in this case. Are you familiar

hwith this application?

A Yes.

0. . What is the purpose of this application?

A ThéchAdéms 3 Well, which is a dually completed well
'in tﬁe‘Basin?Dakota Pool and the Angel Peangailup Pccl,éﬁés

Ceésed‘to prbduce on therGalluvaide. fhe reason that ié has
ceased to produce is that the bottom-hole pressure and‘tﬁéi
Qas volume is not sufficient to lift the produced fluids.

Q ‘IQVDugan Production Corporation the operator of

this well?

A Yes.
1} Please identify Exhibit One?
A Exhibit One is just a map showing the location of

the well, the other wells around it and the proration unit's
eighty acres dedicated to the Gallup zone and the one hundred

and sixty acres dedicated to the Dakota zone.

n MRi TULLY: Are the witness' qualifications a métter

: A H
o o . b o e ST T
i ~ . '

!
[ S T N




~ ‘: Page 2

) 1 0. Are there other wells that are dually completed in
2 lithe same two zones in this area? ’
3 A Yes, there are quite a few dually completed wells

in the Dakota and Gallup formatlons in the general area..
0. Ref_erring jnow to Exh‘iﬁit’ Ntnﬁber Two would you

{identify it, please?

7 A Exhlblt Number Two is the 1975 _production from the -
I"i‘cjél e eak- (:allup wells in the VJ.Cl'Ilty of the McAdams 3 Well.
g 9 What we 1ntended to show by thlS eXhlblt is that there are ;
’i;‘;; 10 several wells that have ceased to produce - from the Galliip zone :
;ésg M ¥in the area. The production is down donsiderably for most
§§§§ 12 flof the wells, not all of the wells, and thaL: the pool is
» -Eg.fj% RED belncr rapldly depleted and is in its late stage of production.
.g gé"% 14 o The informati o contalned on thlS exhlblt, is it
S35
g ;: 15 from the annuval report of the New Mexico 0i1l and Gas Engineerin
N :3: 16 |Committee?
17 A Yes, it is, for 1975.
18 o Referring now to Exhibit Number Three, would you

19 lidentify it, Please?

20 A Exhibit Three is essentially the same except that

21 ) shows only July of 1976 production frem the same wells. Here

22 lagain we wish to show that there are several wells in the
23 vicinity of the McAdams 3 Well that have ceased to produce
24 |l and that the\ overall production from most of the wells is

% | relatively low.




. .
Page ‘6‘
1 0. Was'Eﬁe‘infbrmation on this exhibit taken out of
S 2 lthe monthly statistical report of the New Mexico 0il and Gas
S 3 [Engineering Committee?
T aff A Yes, it was:
R e B 0. Referring now to Exhibit Number Four, would you
< 6 lidentify it, please? A o o ]
i l 7 A Exhibit Four is a decline curve on the Gallup zone
i e ; g lof the McAdams 3 Well and it shows the decline and the fact
”H;l ; 3 grﬁhéﬁwéﬁé“ﬁéii had ceased +o produce the early part of this
oy Q = i Ry : . ~ :
;i‘f% -% 8 10 |lyear, mainly because we were unaple tC 1ift the produced fluids
i ey '
R B B Q8=
-,\.} _.;%& 11 [fxrom the well.
1= e " , ,
L a‘;;‘;g 12 0 The source of the information contained on this is
. 885s | |
- -Egg.c 13 [from your corporate records and files, is that correct?
. O g R
— o hapl . ’ B . .
EE2E M p  Yes.
i e 5. ~
——og Rk _ o Lae B .
- :!?i% 15 g~ Referring novw to Exhibit Number Five, would you
- -8 16 lidentify it please?
?5 : 17 A It is a decline curve on the Dakota side of the
-t
b 1g [[McAdams 3 Well, showing the gas and oil production and showing
i - 19 ||that this well is, or the Dakota side is a relatively small
i ;
Los 20 |lwell that produces in the neighborhood of two thousand MCF per
P
'3 'é 21 |jmonth with half a barrel of oil per day s approximately.
;, P - 22 0. CAdain {ige the -source of the information conteined
o . 4 ‘
f . 23 lon this from your corporate records and files?
- -— .
F 24 A Yes.
L -
? 25 Q. on both Exhibits Four and Five, do you feel that
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these exhibits show that both of these zones are capable of
low marginal production?

A They should be capable of producing some -timé in a

marginal situation if we can figure out a way to ‘economically

11ft the. produued fluids and make the ggliup zOne"prdﬁce;‘
0. Referrlng now to Exhibit Number Six, ‘would yéu
1dent1fy 1t, please?
SiX‘is juSt a Xer6x copy of the§1975'aﬁhu5ifF
New Mexico Englneerlng annual report showing the monthlv

”productlon from the Dakota side and also the Gallup s1de of

the McAdams 3 Well. We have. those underllned in yellbw‘and
d. It is just a matter of information is the only reason
that we submitted this.

This information is also contained on Exhibit Two,

I believe?
A Same thing, yes.
0 Referring now to Exhibit Number Seven, would you

identify it, please?

A It's just a resume of how the well was completed
in 1558 through ‘60 and it's just the backdground of tHe’wéli,
the completion of the well;

) Is there anythinghqf significance on that that you

wish to point out to the Commission?

A Well, that the Gallup zone of this well was a very

good well to start with, a very outstanding well and the

Sl el
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Dakota has always been a relatively low producer and there
was a lot of timé and,effortkput in in completing the well.
0. The source of the information for this exhibit is

from the New Mexico 0il. Conservation Commission files as weil

as from your corporate recoids and files?

i

P ’ A Yes, mainly'from.the New Mexicq 0il Conservation
Commission”bgcau%éfI‘@éshft w¢r%iﬁ§5§iih fhepweilfOn ‘the
original completion.

0. Referring'héw to Exhibit Number Eight, would you
identify it,-pleasé?,;

A, It's just a ‘diagrammatic sketch of the wellbore,

showing the locations of the perforations-and the packer,
uwhere the tubing is sét. 1

| 0. | Are £here én§ amendments or altérations you wish to
gpointfoﬁt on this particular sketch to the Commission?

A Well, oné of the problems that we have with this
particular weli is’that when the well was originally completed
they ran a combination‘tubing string in the Gallup with
fourteen hundred feet 6f inch-and-a~half tubing below forty-
eight hundred feet of two-and-three-sighths tubing which they
Inrohahly had very good Teasuns foi dolng that at the time
but we can't swab the well below forty-—-eight hundred feet
and the fluid level a£ this point is below that so we really

have no way of lifting the fluids out of the wellbore by

swahbing, other than that it's a relatively -- well it's not --




nty

1 fithe sketch is a little bit erroneous in that the four-and-a~half
2 and the five-and-a-half casing were liners rather than full |

3 sfrings, and that, of course, is one of the reasons they rani

4 [fthat small tuﬁing below the two-inch tubing. I guessrthey
Shwanfed tﬁé”isfgef étriﬁg to accommodaté the large flows -that!

6 éhe‘Gallhp zones woﬁld,ﬁake and the iﬁéh—and-a—hélf was as big

7 [las they COuld:gét in thé'five—and-a—haif liner.

gll- - g - mhe ‘order authorizing the dnal completion for this:
S gfﬁarticular well, was that Number DC-655 dated August 1lth, 19587
8 .
® %o i , :
.§ 8 10 © A That's what the records show.
4 :
we 3
&= e L « .
i‘%’gN n ‘ MR. NUTTER: What was that number again?
Biés w2 | MR. TULLY: DC-655, dated August llth, 1958.
8355 o - '
2‘§?§c 13 MR. NUTTER: Thank you.
g0-¢ : |
'g §2E 1 0 (Mr. Tully continuing.) Referring now to Exhibit
v.d : g ‘ : . : : ‘
Eo'a ] . ) : :
e g 15 [Number Nine, would you identify that, please?
a 16 A This is just a written description of what we wish

17 |[to do and what we wish to accomplish by commingling the zone,

g T

% ~ 18 [[the two zones in the wellbore and ourjmain premise is that
g'" 19 (the well is in a marginal state of production and we have no
é : 20 lgood way of lifting the produced flﬁids and the cheapest way
;‘. A af;v‘ 21 lland most economical way that we believe that we can lift thé
§~4 gé produced fluids from the Gallup zone is by perforating the -
o f 23 [Dakota string and allowing the energy of the bakota gas to

{ ?, 24 lift the Gallup produced fluids.

? = 25 And we have also set out in here how we would propose




1 Jto allocate the production from both zones. All we did was

2 |take the 1974 production from beth zones and came up with a

3 [percentage figure and the reason we took 1974 was we felt that
4 was the last full year of relatively normal prodﬁctiyon from

5 lthe well. s ' B : S

6 So we would reco’mmer‘fd that eighty-one, éoint, two,

7 ere percent of the oil:production should be allocated to the

_8l6allup formation and eighteen point; seven, nine percent to

8 Q'Lhe Dakota zone and we wbuld.reccmmeﬁd t;‘t hifrty-one g
%2 10, pint, four, elght percent of the gas pr.:eductlon be allocated ’
< | s
i;ggg RIS "o the Gallup zone and sixty-eight poir nt, five, two percent of !
§§§§ 12 Jthe gas production to the Dakota ‘zone. )
ng’% 13 We have also pointed out 1n here that the oniy other
'EE%E i4 lternatlve to lifting the produced flulds from the Gallup
;ug 15~ one, the only practical approach or ot'x.er approach, would be
B g 16”{ qulp the Gallup zone to pump and this would bhe vefy expensive
| 17 ecause the Gallup is s:txty two hundred we would be only
18. andling in the neighborhood of a barrel or barrel and a half
19 Pf ©il per day and I don't think it would be economicel because
20 lPumping a well that deep for that small amount of oil is not
21 JEoo practical.
. - - | 22 & Do you have any onetary figures that you think it
? 23 [pould take to pump this well?
< : . - 24 A I would estlmate that it would cost approximately
- 26 |fifty thousand dollars to equip the Gallup zone to pump and it
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doesn't seem like a practical approach to me at this particular

time.

0 Referring back to Exhibit Number Eight, now, would
you use it and explain to the Commission how yqu propose to
commingle this well?

A Well, the only ﬁhihg'I?Qoﬁld'pr¢poSe tovgkoould be
to{go in and perforatejthe Dakota tubing string at approximatelﬂ
sixty-two, efghtyAsoAfﬁét we:éoh18 Eomminble“tﬁe‘callup
production and "the Dakota production. Itrwould probably: be
necessary to swab theAWell through the Dakota inch-and-a-half
tubing to get it tQ f1§wihg énd;thﬁt wouid be all that we would
have to do. And we believe that the Dakota, the enérgy from |
the Dakota gas would tﬁén 1ift the baftel or barrel and a
half a day of Gallup‘oii'and'allow both ﬁbnés @o continue
to produce for sometime. |

This would céSt in the néithorhoOd of fifteen
hundred dollars, so‘it‘would be a Qinor expense as compared
to trying to 1ift the Gallup’prbduded fluid by‘pUmping.

0. Because of the age of this well, as well as its
production history, do you feel that this is the most reasonablg
approach under the circumstances?

A. Yes, ol course, i s the meoat economical approach
and which with the depleted status of the well would surely
be the most reasonable approach.

o Just some general questions now. Is the ownexship

- .
u—‘—‘A

oy
i




1Y
-

ing service

»
-
Y

13

No, 122, Santa Ie;' New Mexico 37501

Phone (505) 98759212

14

‘Géneral:Court Reporting Service

si
825 Calle Mojia,
o

sid morrish repor

16

1?7

18

19

-,

10&

i

|

Page 12

f“of these two zones, the Angel Peak-Gallup and the Basin-Dakota

‘common?
A Yes.
0 in your opinion will the total value of the produc%iOL
in this well be increased or reduced by commingling?
- A thvéﬁdﬁi&ubé"ihcreaSéd“ééﬁS{derablyi o
0 This is a\résulg of producing the liéuids better by
1ifting?
A vLiféinq the produced iiqdiﬁs‘fme the Gallub zone
and allowing some additional géé to be produced from the

Gallup zone.

Q - In your opinion willfﬁhe épproval of this apélication
conserve natural resburce; ;f the State-éf Néw &é%iéo? A

A Yes, in that it will allow us to produce additional

hydrocarbons.

0 Will it pr¥event waste then?
A - Yes.
Q And you do not feel it would impair or interfere with

the correlative rightS'bf any cther owners in this area?

A I would hope not, seeing as how we don't anticipate
detting all that much production from the well. As I have
ctated before, it is a well pretty well depleted.

MR. TULLY: At this time I move for the introduction
of Exhibits One through Nine into evidence.

MR. NUTTER: Dugan's Exhibits One through Nine will

=




\ e
i\

'8"

6
;| BY MR. NUTTER: 1
o Mr Du'ga‘nv, E’xhib:.t Number Two and Ethl

dlcate that the well

13

Page

admitted mto ev 1dence .

‘VI(TBEREUPON, pugan's Exhibits One through

Nlne were admitted into evidence.)

MR- TULLY- I have nothing further.

CROSS EXAMINATION

produded approx1mately £

3
. o~
Q °® .
.% 3 10 twenty—seven barrels of oil durlng the year 1975. EXhlblt
Lo
2
3§§ 1 Number Three shows no productlcm for the well in July of 1975,
032 n -
WAz |
%%u‘la 42 || when did the well cease produc:.ng from the Gallup f rmat:\.on? 1
6 232 o
ida : :
2§§§ 13 A It started decllnlng along about in July of '75 but
ERBY o o
'E‘gg,z_ " ‘we got somé productlon out of it through, I belleve, April of
g 3 »
= P '76.
s 15
% 3 L ; . A
Q- 16 Q- Has the well ever been pumped in the Galiup?
2 b _ :
17 A No, sir.
18 Q. ‘Wwhat was the gas-—bil ratio on the well during its
19 last few. months of production there?
2oj A From the Gallup s;ide?
2{ 0. Yes.
22 A. It's approximately thirty thousand to one. It's
23 classified as an oil well in the Angel Peak Pool.
24 Q But it has a high ratio so subsequently it has
25 peen able to 1ift those fluids for mest of -its life then?

t Number Slx?

lve hundred andf

I N
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1 A Yes, it was lifting the fluids we_ll up to the" o |
) -2 _middle of '75 and then since that ti;ne we were strugglihg to l '
3| keep it %gOit%g ‘and we haven't been able to keep it g;)ing."as éf _‘
4 | the middle éf thlS :-i‘year. ‘ , %
5 o 0 Well, "hBQ, ' from Exhibit Nul‘gbt—:;r,; -- well, no, 1ts not
6 fr’oni Exh:.blt Numbér Eight -- bit yo'ur?test“imtjny was th:ft ‘the
7 ’lf)jako':ta‘tubixiq‘ ?st“rii'f“ii_:;'is ‘one—and’-a"—half. inch all of the }i}ay, = . : *
a |l 1s that right? - | - .
vg"‘ 9 A Yes, sir, that's right. | | . |
@ & ;o C : i
:..,-." % op Q. ' So if the tubing_strings had been reversed and it g |
ifgz 11 Hlwas one—.an“—:’a;haif?i‘nch for the Gallun‘l‘he ‘thing still mlqht :
g rea N L , : :
‘g‘g‘;% 12 || be flowing from the Gallup? » )
_§§§§ 13 A Ii:_ migh£~; it sure might. And also weﬁfco'ul"d'f have
g%%é 14 :syabbggjitl v?hgre w1th the setup now we can"t. E
:§°§ 15 o . Wlth that tapered tubing there 1s no way? ;
§ 16 A No, you ‘can't.
17 " 0 Who driliéd and completed this weil?
18 MR. TULLY: I believe it was A. N. Brown. »
19 A, A. N. Brown, was he the operator? It's had several ' 1
P ; 20 || changes.
ot X ' , 21 0. (Mr. Nutter continuing.) I see. Now, this »alilocation
- - 22 I} that you have got proposed here for oil to the Gallup ahd the
F _ , - 23 || bakota and gas to t-’.htve‘rGa_.LlA_lup and Dakota, }:hat's based on 1974
'E 24 prod~uc>:tion.v Is that going to be fairly representative of
f = 26 || future production from the two zones ir they're commingled?

.
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il A I felt that it would because I felt that 1974 was.
2 theA last year, full yvear, that the well wes performing in

3 fthe manner in which-it should perform if it rwere adequat;lmy:
4fl1ifting the produced £fluids from both zones.

5 Q Actually the Dakota fo’r‘mati‘d‘n, -according to

" 8 [Exhibit Number Five; is a relatively flat decline curve?

7 A Yes.
8+ a And it's making more gas than the Gallup was by"v\lquit“e"'a
'3 ‘ 9 -bit .a‘nd according to the 'deciihe curves would ""co'nt‘i'riue" i;o‘ | .
o :
%;‘é 10 fmake substantially‘more_lgas' but we are only' going to allocate ’
ggggz 11 sixty-eight percent of the total gas production to ‘the Dakoté, *
g5 | ~ ~ :
gggg 2 don't vou think that —--. s
;ggtg& 13 A Now, let's sge. Yeah, okay, I guess that's -- K
ggf_é 14 Q bon't you think these decline curves indicate tha’é
?:,og} 15 || future production, th’iie it may be a cuxf;;ent basis, that | 8
= T L <
§  16 || future produci:ion might be greater from the Dakota as far as ‘ 1
17 | gas producticn is concerned than than sixty-eight percent? o ,
N : 2
18‘ A Well, I'm sure you're right, yeah. Of course you havﬁ E
18 || to go Eo a sliding factor in there considering the declinev ' " : &
20 |l curves which we didn't try to arrive at. ‘
21 0. That is just basedr on current production in 19742
#’ | 7 | ‘" ' 22 A 1974 total production is all we did.
B 23 MR. NUTTER: Are there any further questions of
' 24 | Mr. Dugan? He may be excused.
F. 25 (THEREUPON, the witness was excused.)
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“sir.

No,

MR,
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April, 1958

July, 1958

_ December, 1959

October, 1960 

RESUME OF McADAMS #3 WELL COMPLETION HISTORY

Spud well on April 25, 1958. Set 10-3/4" surface pipe

@ 207' with 200 sx. Set 7-5/8" casing @ 5080' with 200 sx.
Set 5-1/2" liner from 4886' to 6355'. 4" flush joint set
@ 7080' with 50 sx. TD 7080'. Completed May 23, 1958,

Perforatéd Dakota from 6934"' . to 6974' and from 6992'

7002' with 2 shots/foot. Sand oil fraced with 450 bbls oil
and 17,000# sand. Perforated Gallup from 6250' to 6272'

with 6 shots/foot. Pumped in 300 bbis oil. Set Model D
Baker packer at 6316’. Ran 1-1/2" upset tubing thru packer
to 6873'. Ran 2-1/16" tubing to 6150'. Well tested 5800 MCF
from Gallup on Pitot tube while gas drilling. Dakota made
900 MCF natural. .

Pulled‘bakota and Gallhp‘tub{ng strings. Set Baker "DR"

‘plug ‘in Baker ‘Model "p" productlon packer @ 6314' KB. 0ld

"Gallup perfs 6258-6267° “perforated 6267 to- 6280' KB with
3 ]ets/foot. Washed old and hew perfs with 250° gallons ‘of
7-1/2% MCA. Set Baker Mod EGJ retrievable prod. packer on
tubing @ 6225' KB. Swabbed well in and tested. Tested 200
'BOPD with a GOR of 2400 to 1. Put well back on productlon.
Dakota zone will be T.A. for a short time.

Dakota zone was T.A. in December, 1959 by sétting D.R. Plug
in ‘Model "D" Baker packer. D.R. Plug was retrieved and
Dakota was returned to production. Tubing strings were run
as follows:

Dakota zone: Ran 1-1/2" tubing, 2.7# J-55 EUE to 6823"'.
Tublng set through Baker Model “D" ‘prod.’ packer € 6324' K.B.

'Gallup zone: Ran combination tubing string; 4867' of 2-3/8"
EUE J-55 tubing on. top and 1402' of 1-1/2" reg. J-55 tubing
on bottom. -Landed € 6281'. Tubing open ended.

DUGAN PRODUCTION CORP.

APPLICATION FOR DOWNHOLE COMMINGLING

A4

CASE 5792

MCADAMS #3 WELL
H Section 34, T27N, R10W
San Juan County, New Mexico
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DUGAN PRODUCTION CORP.

APPLICATION FOR
DOWNHOLE COMMINGLING

Ran combination Gallup .
tubing string; 4867' of
2-3/8" EUE J-55 tubing

on top and 1402' of 1-1/2"
tubing on bottom.”

Gallup tubing landed @
6281'. . Tubing open-
ended.
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Perforated Dakota from 6934'
to 6974' and from 6992' to

; 7002* with 2 shots per

£ foot. Sand oil fraced

with 450 bbls oil and
17,000# sand.

/N AR

Y
LA A A

o ta 3

1
L

! . DIAGRAMATIC SKETCH OF DUAL

McAdams #3 Well

COMPLETION

Township 27 North, Range 10 West, NMPM

Section 34:

Aloggte tt

1.

1650'

Tt if

FNL - 990' FEL
San Juan County, New Mexico

Set 10-3/4" surface pipe
@ 207' with 200 sx

Set 7-5/8" casing @ :
5080' with 200 sx 5

Top of Gallup 6250
Perforated Gallup from
6258' to 6267' with 6 shots
per foot; pérforated 6267
to 6280' with 3 shots per
foot. Washed perfs with
250 galloné of 7-1/2% MCA.
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Baker Model "D" Packer set
Q@ 6324°'.

Set 5~1/2" casing @ 6355'
with 100 sx.

bakota tubing set through
Baker Model "D" Packer and
landed @ 6823'. Tubing was
i-1/2¥ 2.7% J-55 EUE.

Top of Dakota formation -
6934°',
Set 4-1/2" casing @ 7080'

with 50 sx.

TD 7080
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PROGNOSIS OF FUTURE PRODUCTION FROM THE

McADAMS #3 WELL

The Angels Peak Gallup Pool and the Basi% Dakota Pool have  been
Esteadily depleted for years by the McAdams #3 Well and many other wells.

%As you can see from the plat shoﬁiﬁé the’location-%f other Gallup wells in

SR LR PEar el Lo 5 S5 . I
‘the vicinity of this well, the gas and oil production from these wells has
fbéCOme véry low.  The Gallup zoné of the McAdams #3 has ceased to produce

ibecause we,do not have enough bottom-hole pressure%and gas volume to-lift

‘the producéd fluids.

We propose to commingle the Gallup

‘production:in the wellbore of the McAdams #3

whose mechanics are feasible and‘in accord with good conservation practices:

Perfordte the 1-1/2" Dakota tubing

&

£

1ift the Gallup oil through the same tubing.

After perforating, swab the 1-1/2"

}lowing.

By using the abdve method, the gas

be used to lift the oil and other liquids from the:Gallup zone. We feel the

commingling of the §as'and 0il prgdﬁctién by this method will allow the

%réductién;from this well.

Since the McAdams #3 Well is capable ofiéhly marginal production

§

ihatvunderground’waéte and damage will not be causéd by this method, commingling
ihe Gallup and Dakota production in this manner wiil,result in more efficient

iroduction from this well, and will thereby prevenﬁ waste.

? Continue producih§:the bakota?gas tﬁroubﬁfthe l;l/Z"’thbing and

Fluids to be 1ifted;bet€er, thereby more efficieniiy increasing the overall

Erom both pools, and the reservoir characteristics%of the pools are such

produttion .and the Dakéta

Well by the following method =

in'thé’Gallup formation.

tubihé to get both zones

he-Dakota formation will

2
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APPLICATION FOR DOWNHOLE COMMING#ING
CASE 5792

McADAMS #3 WELL
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An alternative method we could use to try to lift the produced
" fluids from this well would be to pump the Gallup zone. The large costs
of pulling the tubing, running rods, and installing a pumping unit on the
well would not be justified when balanced against the past production and

the age of the McAdams #3 Well.

In order to allocate the commingled production to each of the zones

allocated to the Gallup zone and 18.79% to the Dakota zone. We would also

e recommend 31.48% of the gas production should be allocated to the Gallup
zone and 68.52% to the Dakota zone. We have used the 1974 production o i

figures to arrive at the above allocation.

\§~____\\\;h- if you will refér to the production decline curves for this well D
. - b ;

you will see we havevplotted the anticipated oil and gas productionufrom

each of these Zones through the end of 1979. By taking this anticipated
production”into consideration it'is obvious these two zones are becoming

depleted and a large amount of ekpendiéures.&ould not. be econdmiéaily

justified.

Therefore, the method we have stated above is the most réasonable

_in this well, we would recommend 81.21% of the oil production should be , L

under these circumstances.

Ol Y0 /o & B
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OE‘ THE HEARING J 1
CALLED BY THE OIL CONSERVATION -

COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:
CASE NO. 5792

W _oOrder Yo. R-_$3/3 “

apprrcation or DUGAN PRODUCTION CORPORATION
FOR DOWNHOLE COMMINGLING, SAN JUAN
COUNTY, NEW MEXICO.

ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on October 27

9 76 "~ o+ at santa Fe, New Mexico, before Exam1ner|!§n]gi S, Nutter

© . NOW, on this day of Hglemb_e_%_ ‘the Commissidn,
a quorum being present, having considered the test:unony, the record,

and the recommendations of the Examiner, and being fully advxsed
in the premisés,

FINDS:

. (1) That due public notice having been given as required by
law, the Commission has jurisdiction of this cause and the subject

matter thereof. = o oration, - .
(2) That the applicant, Dugan Production Corp/ ; is the

owner and operator of the McAdams Well No. 3 » located

in unit H of Section 34 , Township 27 North ., Range

‘10 West

(3) That the applicant seeks authority to commingle Ange.ls

, NMpM, San Juan County, New Mexico.

ana Basin-Dakota production
within the wellbore of the above-described well.
(4) That from the Angels Peak-Gallup zone, the

subject well is capable of low marg:mal productlon only.

(5) That from the Basin- DakOta zone, the

subject well is capable of low marginal production only.
{6} That the proposed commingling may result in the recovery
of additional hydrocarbons from each of the subject pools, thereby

preventing waste, and will not violate correlative rights.

BRI SEAN
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Case No.
Order No. R-
(7) Thé_t'the reéservoir characteristics of each of the

subject zones are such that underground waste would not be caused

by the proposed commingling providsd that the weil is not shut-in

for an extended period.

b, JRAARE

(8) That to afford the Commission the opportunity to assess
the potential for waste and to expeditiously order app;oprlate
remedial action, the operator should notify the AZtec = district

PP S S

office of the Commission any time the subject well is shut-in for | :!
7 consecutive days.

{9) That in order to allocate the commingled production

BTV

v i A g AR #8142 e s s

to each of the commingled zones in the subject well, 90

percent of the commingled ol
to the Angels Peak-Gallup {8

commingled A production
zone. ‘; )

IT IS THEREFORE ORDERED:

Corporation, 3

(1) That the applicant, Dugan 'Produéticml s is ¥

hereby authorlzed to comm:.ngle Angels Peak-Gallup- and

Basin-Dakota production within the wellbore

of the McAdams Well No. 3 , located in Unit-H :

) ‘ of Section __34_’____, Township 27 North s+ Range _]_0___ 7;
West , NmpM, San Juan County, New Mexico.

(2) That ¥O  percent of the commingled oil '

production shall be allocated to the Ange]s Peak-Gallup
aud e .

1} S in Dake .
: Bt e meaee [ eV et X percenf"of the commingled '
Ik 4 4 :%%ﬂ.kﬁfuﬂ Zene ﬁﬂg &QE" 5
. production shall be all ed to asin-Pakota .ﬁ
. 5 . A :

z2one.,

VIR

(3) That the operator of the subject well shall immediately

LB notify the Commission's Aztec  aistrict office any time the well
/ has been shut-in for 7 consecutive days and shall concurrently

present, to the Commission, a plan for remedial action.

o (4) That 3jurisdiction of this cause is retained for the entrY
. . of such further orders as the Commission may deem necessary. !

[ . . DONE at Santa Fe, New Mexico, on the day and year hereinabove;
{ - s designated.
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‘ Ca.e 5792

OIL CONSERVATION COMMISSION
STATE OF NEW MEXICO
In The Matter Of The Application
of Pugan Production Corp. For
Downhole Commingling Cf£ The

McAdams #3 Well In San Juan
County, New Mexico

APPLICATION

e e 'T‘"‘suai‘iif;‘"i:‘é“Rﬁlé“333‘éwgf"—i-:;ﬁéﬁsﬂié—e of New Mexico Oll Conservation
Comnission Rules andAR"egulations, the Applicant, Dugan Production COrp.,- by
and ﬂxrbﬁgh its general counsel, Richard T. C. Tully, hereby makes applicatich
‘for approvél of: ,dof»f;hole commingling :ux the well bore of the McAdams #3 Well
in San Juan Cmmty, New Mexico.

The Applicant further states:

1. The Operator of the McAdams #3 Well is the Applicant, Dugan
‘Production corp. ‘ ’ '~' N

2. The Mchdams #3 Well is located on feéerallease SF 081087 insofar
as it covers the following described lands:

" Townshg: 27 North,:Range 10 West, NMPM
Section’34: E/2 NE/4 (Gallup formation)

Section '34: NE/4 (Dakota formation)
San Juan County, New Mexico

3. fThe legal location of the well is as follows:

‘fownship 27 North, Range 10 West, NMMM
Section 34: 1650' FNL - 990' FEL
San Juan County, New Mexicoc

4. The McAdams #3 Well is currently dually completed in the Angels
Peak Galiup Pool and in the Basin Dakota Pocl. The New Mexico 0il Conservation
Comission Order No. DC 655 dated August 11, 1958 authorized the dual completion
for this well. |

5. The McAdamé #3 Well is capable of only low marginal production from
the Angels Peak Gallﬁp Pool, and the well is alsyé capable of only low marginal
production from the Basin Dakota Pool,

6. The cwanership uvf the two above mentioned pools is common.

7. The proposed commingling will result in the recovery of additional
hydrocarbons from each of the mentioned pools. The recovery of additional hydro-

carbons will thereby prevent waste, and will not violate correlative rights,

KTt S e A o 4
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#3 Well in san Juan County, New Mexico,

Respectfully submitted,

SNNN}

Richard T, ¢l muily K4
General Counsel
- Dugan Production corp,

Box 234 v

Farmington, NM 87401 -
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CERTIFICATE OF MAILING L

I certify that I mailed a copy of the Application for Downhole

commingling for the McAdams #3 Well in San Juan County, New Mexico to all

- operators of leases offsetting the dedicated acreage for this well, the

U. S. Geological Survey, and the Supervisor of the District III Office of

the 0il Conservation Commi déion. : : ;
; . ’ 3

(b TE w

Rlchard T. C. Tully
General Counsel

Dugan Production Corp.
Box 234

. Fammington, NM 87401
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