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I”| December 10, 19847 AT

Richard L. Stamets, Director

New Mexico 011 Conservation Division
P 0 Box 2088

Santa Fe, NM 87501

RE: Request for Administrative Approval of Surface Commingling
Dugan Production Corp.'s Ballymaloe #1 and Ballymaloe #2 Wells
Undesignated Chacra and Lybrook Gallup Fields
Units M & K of Section 25, T-23-N, R-7-W, NMPM
Sandoval County, New Mexico
Federal Lease No. NM 28747

Gentlemen:

We respectfully request administrative approval for surface commingling
of gas production from the Chacra formation in the Ballymaloe #1 and
from the Gallup formation in the Ballymaloe #2. Both wells are operated
by Dugan Production Corp.

The Ballymaloe #1 was completed December 5, 1981, with perforations
in the Chacra, 2474-2492'. The well tested a rate of 102 Mcf/day on
our initial back pressure test. A copy of the C-122 is attached for
your reference.

The 160 acre production unit for the Ballymaloe #1 is the SW/4 of Sec.

25, At the time the well was completed, the gas was not dedicated,

but a contract was later obtained with Northwest Pipeline Co. and first
delivery was made on September 6, 1983, into E1 Paso Natural Gas Company's
system under the San Juan Basin Exchange agreement between NWPL and

EPNG.

The pipeline pressure in E1 Paso's system is running 160-180 psi and
since the well was connected, it has only produced a marginal volume
of gas. In nine months of production, (210 days on Tline), the well
has averaged 17.2 Mcf/day. The actual production history for the
Ballymaloe #1 is presented on Table No. 1.

The Ballymaloe #2 was spudded March 1, 1984 and completed March 26,
1984, with perforations 5175-5461"' (36 holes) and 5522-5706' (33 holes)
for a total of 69 holes throughout a 531' gross interval. This Lybrook
Gallup pool completion swab tested a rate of 160 BOPD, 80 Mcf/day and
208 BLW during the initial potential test and since completion, the
Ballymaloe #2 has been shut in pending efforts to obtain a pipeline
connection for gas sales. As is typical to the gallup in this area,

we anticipate that production will average approximately 10 BOPD with

a GOR of 2500 under continuous operations. The well is equipped with

a pumping unit and a three phase separator.
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The 40 acre production unit for this well is the NE/4 SW/4 of Sec.

25. The gas is dedicated to NWPL as is the gas from the Ballymaloe

#1 and following eight and one half months of extensive negotiations
with NWPL, we have been unable to secure a pipeline connection for

gas sales, as this well falls below the minimum criteria utilized by
NWPL for making a wellhead connection. NWPL has indicated that they
would accept deliveries of gas from the Ballymaloe #2 at their existing
meter run for the Ballymaloe #1, provided Dugan Production would deliver
the gas to that point. This is the basis for our requesting permission
for the surface commingling of production from the Ballymaloe #1 and

#2 wells.

In order to produce both wells, Dugan Production Corp. plans to install
a 131-2" steel pipeline from the Ballymaloe #2 to the existing flow
line upstream of the meter run for the Ballymaloe #1. We also plan

to install a Barton dry flow meter upstream of the EPNG meter to
continuously monitor flow from one well and use the subtraction method
to determine production from the second well.

Both wells are located on a common Federal lease, and were drilled
and are operated by Dugan Production Corp. under a farmout agreement
with Southern Union Exploration Co.

Referring to the attached production map, it can be seen that the
subject area is in a region that is not well-developed. Excluding

Sec. 26, where a Gallup and a Chacra well exist (also operated by Dugan
Production), the nearest Gallup production is 1 mile north of the
Ballymaloe #2 and the nearest Chacra well is 23 miles south of the
Ballymaloe #1.

Presently, the gas from the Ballymaloe #1 qualifies for Section 102
pricing and the gas from the Ballymaloe #2 qualifies for Section 103.
However, we expect that to change January 1, 1985.

Please accept as evidence of the compatibility of the separate streams
from the subject wells, the fact that Dugan Production operates the
Kinsale #1 and the Kinsale #2, located in Sec. 26 to the west, under
similar circumstances to those described above. (NMOCD Commingling
Order PC-652)

It is our belief that the value of the commingled streams well be equal
to the value of the individual streams. However, without authorization
to surface commingle, the Ballymaloe #2 will remain shut in or the

gas associated with the production of o0il will be vented. This will
result in a loss of revenues to Dugan Production and a loss of the
associated gas produced from the Ballymaloe #2.



NMOCD - Request for Surface Commingling December 10, 1984
Ballymaloe #1 and Ballymaloe #2
Page 3

In summary, Dugan Production Corp. wishes to surface commingle gas
production from the Ballymaloe #1 and Ballymaloe #2. This will permit
maximum recovery of gas and oil from the Tease and will result in
additional revenues being generated in this marginally productive
area. It is our belief that correlative rights will not be violated.

By copy of this application we are also notifying the Bureau of Land
Management and the appropriate district office of the NMOCD.

Feel free to contact me or John Roe at this office if you have any
questions or require more information.

Respectfully,
/ - ,

Steve Folk
Geologist

SF:JR:fp
Attachments
cc: BLM, Farmington

NMOCD, Aztec
Jerome P. McHugh
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Table No. 1

Production History

Ballymaloe #1 and Ballymaloe #2

Ballymaloe #1

Month Days On Gas Produced Average MCFD
9/ 83 20 191 Mcf 9.6
10/83 0 0

11/83 0 0

12/83 21 243 11.6
1/84 0 0

2/ 84 0 0

3/84 0 0

4/84 7 3 0.4
5/84 9 196 21.8
6/ 84 30 623 20.8
7784 31 634 20.5
8/84 31 525 16.9
9/84 30 556 18.5
10/ 84 31 644 20.8
Total 210 3,613

Ballymaloe #2

Month Days On 0i1 Produced Gas Produced

3/ 84 3 40 bbl. 20 Mcf
4/84-10/84 Shut in pending pipeline connection.
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