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September 2, 1983 

New Mexico Oil Conservation Division 
Box 2088 
Santa Fe, NM 87501 

Attn: Joe D. Ramey 

RE: Request for Surface Commingling 
Dugan Production Corp. 
Bengal B Well #1 (Gallup) and Bengal B #6 (Fruitland) 
T-26-N, R-12-W, NMPM 
Section 2: Units 0 and P 
Federal Lease No. NM 16471 
San Juan County, NM 

Dear Mr. Ramey: 

We hereby request administrative approval to commingle on the surface 
gas production from the Gallup formation in the Bengal B #1 well and from 
the Fruitland formation in the Bengal B #6 well, both wells operated by 
Dugan Production Corp. 

The Bengal B #1 was originally drilled by Skelly Oil Co. in 1958 as the 
J. W. Goddard #6 and was converted to Water Injection Well #32 in 1962 
during the operation of the Gallegos Gallup Sand Unit, also operated by 
Skelly Oil Company. This well was plugged and abandoned in February of 
1968 with a cummulative production of 13,947 BO. In December of 1972, 
Dugan Production Corp. assumed operation of the lease from J. P. McHugh 
and re-entered the abandoned well bore of the J. W. Goddard #6, completing 
the Gallup through perforations 4840-5081', with an i n i t i a l swabbing potential 
of 144 BOPD plus 20 BWPD and a gas-oil ratio of 1667 on July 16, 1973. 
Since the recompletion, a total of 1516 BO have been produced as of August 
1, 1983. During August, 1983, we acidized the Gallup perforations and 
the well is currently averaging 10 BOPD and 9 MCFPD. Attached for your 
reference is a copy of a recent gas-oil ratio test (C-116). 

The Bengal B #6 was spudded in February of 1980 by Dugan Production Corp. 
with 2-7/8" casing being cemented at 1357'. The Fruitland formation was 
completed 1137-1149'. The well was tested on February 10, 1983 with a 
flowing rate of 75 MCFD on a 1/2 inch choke with 2 psig flowing tubing 
pressure. A copy of the C-122 is attached for your review.. As a result 
of its low deliverability, we have had some problems obtaining a pipeline 
connection and have recently made arrangements with El Paso Natural Gas 

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



New Mexico Oil Conservation Division 
Bengal B #1 and Bengal B #6 
Page 2 

Co. to connect the Bengal B #6 to their system utilizing an existing meter 
run originally installed for the Bengal B #2 which is currently plugged. 
The Bengal B #6 was f i r s t delivered to El Paso Natural Gas Company on 
July 11, 1983 and during 17 days of production in July, 28 MCF of gas 
was delivered into the pipeline. An analysis of the log indicates the 
Bengal B #6 will be a very marginal producing well, with production not 
expected to ever exceed 20 MCFPD. 

El Paso's gathering line for the Bengal B #6 runs very near the Bengal 
B #1 and i t is our proposal that gas from the #1 be delivered into the 
gathering line for the #6. This will require commingling of production 
for the #1 and #6 upstream of El Paso's meter run. (Refer to attached 
sketch of proposed surface facilities.) With reference to the attached 
sketch, you will note that El Paso's meter is not located at the well. 
Since the #1 and #6 are located along the edge of the Gallegos Wash, El 
Paso set the meter near their main line in an effort to eliminate having 
to cross the wash. Neither the #1 nor the #6 will justify the installation 
of individual metering facilities by EPNG; however, El Paso has agreed 
to accept gas from both wells and utilize their meter run as a central 
point of delivery of production from both wells. Dugan Production has 
installed a 4" conventional meter run with a continuous recording Barton 
dry flow meter at the Bengal B #6. We propose to use this recording to 
allocate volumes reported by EPNG between the Bengal B #1 and #6. 

Federal Lease No. NM 16471 comprises all of Section 2, T-26-N, R-12-W, 
NMPM, which is currently issued to Jerome P. McHugh with operating rights 
being assigned to Dugan Production Corp. Also, Dugan Production Corp. 
has been assigned a 50% interest in all of NM 16471 with the exception 
of the SE/4, under which we have 100% interest in the Gallup formation 
and 50% interest in all other zones. All other working interest within 
Section 2 is owned by Jerome P. McHugh. All royalty is common to the 
two wells. 

Gas production from the #1 well currently qualifies as Sec. 109; however, 
i t is our plan to f i l e for stripper pricing. Gas production from the 
#6 currently qualifies for Section 103 pricing; however, upon producing 
the well for 3 months, we plan to f i l e for stripper pricing on i t also. 
Thus, the value of the commingled stream will be equal to the sum of the 
individual well streams. I t should be noted, however, that because of 
the marginal nature of both wells, any gas produced from the #1 as a 
result of being allowed to use a common line with the #6 will be gas 
reserves that otherwise would have been vented or would have been shut 
in as a result of no market. Over a period of 10 years, this commingling 
will result in the production of approximately 20 MMCF that would not 
otherwise have been produced. 

Attached is a map on which we have indicated the subject lease and the 
current producing wells in both the Gallegos Gallup and Fruitland-Pictured 
Cliffs fields. Also indicated is the daily average production during 
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1982 from each well. As can be seen, this is an area that is of fairly 
low productivity in both formations. 

As previously stated, due to the marginal rates from each well, i t is 
our belief that granting of the commingling will result in recoveries 
of additional natural gas from this lease and will not violate correlative 
rights. Should this commingling not be permitted, i t will be necessary 
for us to vent the casinghead gas associated with oil production in the 
Bengal B #1, or shut in the associated oil production. 

By copy of this application, we are also requesting approval from the 
Bureau of Land Management for this proposed commingling. 

Should you have any questions regarding this matter, please feel free 
to contact me. 

Sincerely, 

cc: Frank Chavez 
New Mexico Oil Conservation Commission 
1000 Rio Brazos Rd. 
Aztec, NM 87410 

Mat Millenbach 
Bureau of Land Management 
Caller Service 4104 
Farmington, NM 87499 

John D. Roe 

JDR:fp 

Enclosures: C-116 
C-122 
Sketch of Proposed Surface Facilities 
Production Map 

Jerome P. McHugh 
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Mil $f.p tO 1363 

September 2, 1983 

Bureau of Land Management ' — ' • • •" A:-.IA 
Cal ler Service 4104 
Farmington, NM 87499 

A t t n : Mat Mi l lenbach 

RE: Request f o r Surface Commingling 
Dugan Product ion Corp. 
Bengal B Well #1 (Gallup) and Bengal B #6 (F ru i t l and ) 
T-26-N, R-12-W, NMPM 
Section 2: Units 0 and P 
Federal Lease No. NM 16471 
San Juan County, NM 

Dear Mr. Mi l lenbach: 

Attached is a copy of our app l i ca t i on to the New Mexico Oi l Conservation 
Div is ion wherein we request approval to commingle on the surface gas 
production from the Gallup formation in the Bengal B #1 and the Fru i t land 
formation in the Bengal B #6. Both we l ls are operated by Dugan Production 
Corp. Since t h i s app l i ca t i on involves federal acreage, approval o f th i s 
appl icat ion by your o f f i c e i s requ i red. 

As indicated on the a p p l i c a t i o n , only marginal rates from each wel l are 
involved and approval of the proposed surface commingling w i l l not v io la te 
cor re la t i ve r i g h t s and w i l l r e s u l t in increased recoveries of natural 
gas from t h i s lease. 

Should you have any questions regarding th i s matter , please fee l f ree 
to contact me. 

Sincerely, 

John D. Roe r\ D o n n \ i a n 
i v t i i \ w v u- i—;' JR:fp 

Attachment 

cc: Jerome P. McHugh 
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