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August 14, 1975 i P
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NSRRI, .o

Joe D. Ramey

0il Conservatiop Commission
Box 2088

Santa Pe, New Mexico 8750)

Re: Case No. 5506

Ordex No, R-504§

De&r.Hr;“Rameyx

We are requesting cancellation of. compulso?y Pébling Order Case No. 5506,
Order No. R-5046. Mrs. Lansdale, the owner of the lease when the com-
-pulsory pooling hearing was held, sold her lease to Southern Union Supply
,company and Southern Union Supply joined in drilling the well.

Sincerely, _

eﬁlK;thng/ 4. ﬂdgl,? a;. , (:ika)
Thomas A, Dugan

“Jw

cc: 0il Conservation Commission

'1000 Rio Brazos Road
Aztec, NM 87401

709 BLOOMFIELD RD. s P. O, BOX 234 * FARMINGTON, NEW MEXICO 87401  PHONE 505-325-0238
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| BEFORE: Daniel S. Nutter, Exafiiner

Page........ .. l ................
BEFORE THE i
NEW MEXICO OIL CONSERVATION COMMISSION
Santa_Fe, New Mexico
June 10, 1975
EXAMINER HEARING
____________________ )
) |
| I - — e e B
IN THE MATTER OF: f
 Application of Dugan Productien ) ,//‘;::::::th\TN

Corporation for compulsory pooling, ?
San Juan County, New Mexico

CASE NO. 5506

-
N\:‘Q“_A» -

ang )
AppIiEAﬁion’of‘Dugan‘Production g ,
Corporation  for compulsory pooling, ) CASE NO. 5507
San Juan County, New Mexico. ) ‘ -

TRANSCRIPT -OF HEARING

APPEARANCES -

For the New Mexico 0il William F. Caryr, Esq.
Conservation Commission: Legal Counsel for the
Commission - B
State Land Office Building
Santa Fe, New Mexico

For the Applicant: Jason Kellahin, Esq.
KELLAHIN & FOX
500 Don Gaspar

Santa Fe, New Mexico .

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
' 225 JOHNSON STREET
- SARTA FE, NEW MEXICO 87501
TEL. (505) 382-0386
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CASES 5506 5507

THOMAS A. DUGAN

‘Direct Examination by Mr. Kellabin
~Cross Examination by Mr. Nutter

: | EXHIBIIS
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Applicant's Exhibits Nos. 1, 2 and:3
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THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
: 225 JOHNSON STREET ‘
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386




CASES 5506 5507

MR. NUTTER: The hearing will come to order.
The record will show that we have»now been recessed for
30 minutes and have now reconvened.

We will call the next ‘case, No. 5506, which is
the Apﬁiieation of Dugan Production Corporatlon for com-
pulsory poollng, San Juan County, New Mexico.

MR. KELLAHIN:- If the Examiner please, Jason

Kellahln, Kellahln and Fox, appearing for the Appllcant.

for purposes of the record.
MR.'NUTTER: We will now call Case No. 5507.
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poollng, San Juan County, New Mexico, and consolidate for
purpose of hearing Cases 5506 and 5507.

' Would you please proceed?

MR. KELLAHIN: Yes, sir. We hdve onc wigness to
1

be sworn.
. (Witness sworn.)

THOMAS A. DUGAN

called as a witness, having been first duly sworn, was
examined and testified as-follows:

DIRECT EXAMINATTON

BY MR. KELLAHIN:

THE NYE REPORTING SERVlCE
STATE-WIOE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501

¢ TEL. (505) 982-0386
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~ | CASES 5506 5507
’f% DUGAN-DIRECT . Page........ | P -
L Q Would you state your name, pleaée?
A Thomas A. Dugan.
Q What‘position do you hold with Dugan Production
Corporation? ﬁ
A I am the President.
? Q Mr. Dugan; ﬁave you ever testified before the
;;< 0il Conservation Commission and made“youf qualifications
é‘ ‘a matter of record?
% - A Yes.
. FMR. KELLAHIN: Are the witness'“@ﬂalificétions
o acceptable? |
L~ ) MR. NUTTER: YGST they are.
”””) BY MR. KELLAHIN: |
: "Q What does the Applicant propose in Case 5506, and
l- 55079 -
: v A Well, I have a 1ease that is about to expire the .
jé' end of this month, and I have made attempts to purchase
Sigé Mrs. Landsdale's lease and the farm—out and get her to
‘ff ' JO’n and JuSt about every approach that I could thlnk of
:é ‘ wiohout any success, SO now. I would like to get a compulsory
% 4 pooling_order so that I can drill tWo shallow Picture Cliff
z - : ‘ v
2 éi Wells, the first of which wouid:be in the southeast'southéasﬁ
0 = ———Ff Section 12. Excuse me. Correction. Section 18 of
- g aErorG SERvCE
: e e ew uEicG 87501
? TEL. (505) 982-0386
< T e e T = =& .
- SHEY S - .




CASES 5506 5507

DUG AN-DIREGT | Page........ 2

Township 26 North, Range 12 West.

Q And then you will dedicate the southeast quarter

to the well?

: A Yes.
> S Q And then in the other case you propose to drill
a well in the northeast quarter of the Section?
i A Yes, as Shown on EXhiblt‘l, I owned the lease g
,ithhe souhh half of the southeast quarter and I need to ’ v
%1 combine the north half of the southeast quarter wﬂich o » % )
.belongS'to‘Mrs; Lahdsdéle“with that 80 acres to form a i
léO—acre dr‘lllng tract. | z
% ”i,‘::y Q Now,‘ln both of these cases is it Mrs. Landsdale %
2 N that you are asking to be pooled into these units? | é
;Ex ‘An Yes. é
i'; S g Sﬁe,oﬁhs an 80-acre tract in each unit, is this é
;fi, ] cdrreeﬁ? | | z
& A | Yes. g
'{ ;f;r Q " Have you made any effort to get her to lease or ?
: ..é"» join you? “ .
;} ; A Yes.
- Q With what success?
| A No .success.
, . I Q Did you talk to her’ personally?
l :D THE NYE REPORT[NG SERVICE
: ~ STATE-WIDE DEPOSITION NOTARIES
; | e o o750t :
? TEL. (505) 992-0386
. D uﬁ”"‘””“ . _
7 = - ‘ - ) o B




e | ‘ CASES 5506 5507
DUGAN-DIRECT

Yes.

Have you written to her?

Yes.

And didn't get any response?

Well; yes, she talks nice on the telephone, but
no respohse'as far' as being able to-consummate a deal of

any kind.

Q She just refuses'tijake“a”deal”‘
this cerrect?
A" Yes, that's correct.
Q Now, referfing again;tq”EXhiﬁit No. 1, is there

any other informaticn shown on there that you want to

discuss?
A Just the offset 1eése.
Q' Is there production offsetting this lease?

A Well, not directly. I drilled a Shallow Picture

Cliff Well in the southeast of Section 17 and completed it
as a well. It is'a mile away.

Perhaps if we would move on to Exhibit No. 2 -

Q (Interrupting) Before we get to that, Mr. Dugan,

in bothfof these units, you do propose to drill a Picture

Cliff Well?
A Yes, shallow Picture Cliff.

THE NYE REPORTING SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. {805} 982- 0388
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Lot e
o

’ Cllff Pool and the closest Picture Cllff Well is in the

CASE 5506 5507
DUGAN-DIRECT 7
Q Now, referring to Exhibit No. 2, would you identify
that exhibit?
A Okay. That is just a map of the general area
showing the‘Picthre_Cliff gas wells in the area. We are’

quite a ways from the south edge of the West Kutz Picture

southeast quarter of Sectlon 17, 26, 12 Wthh is a mile to

the east of the proposed location. can see that

So, you
it is ‘pretty much of a w1ldcat, pretty mﬁch of a step I
out from any 1argevPi¢ture Cliff Pool

Q; Were there dry holés to the SOgﬁh and west of the
pfopﬁsed idcégioﬁ?

‘A fés. of cburseg most of those wells were drilled
not 1ook1ng at the Picture Cllffs, but these were the only
Plcture Cllff Wells in the general area shown on thls
Exhibit 2. |

Q The‘Picbure Cliff(wells shoﬁh in blue, afe'they
produc1ng Picture Cllff wells9

A The only one that is produ01ng is the one up in
SectionA36 of 27, 12. The other two are new wells just
reéently’d}iliedhand are not producing.

| Q They have been tested in the Picture diiffs?

A Yes, sir.

THE NYE- REPORTIN"»SERVICE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET
SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0385
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L CASES 5506 5507
o DUGAN-DIRECT Page. o oo

Are they productive from the Picture CliffS%ﬁz

A Yes. » \
’ - Q What is the other well ia the south half of af
Section 177 h -
. f A I;»is —- the dry hole thefe? ' ..

| : Q Yes, sir. Was it tested in the Picture Cliffs,

or do you know?

A No, it was a Gallup well and the picture Cliff

was logged but not tested. e S I S

Q ‘Now, referring to what has been marked as

Exhibit No. 3, would you jdentify that exhibit?

t estimate for ﬁhe well, and we havé.k ?

i
|
 !' ‘ ' < A That is my cos
| _
‘ es to drill these wells and

been using slim—hdle_tecﬁhiqu
1ing L4 and 3/k holes through

5 LRI | B T e s
g RIS T [ setting 5L surface casing and dril

& . : o : :
& R R B , o the Picture cliff Formations, logging and 'setting 2 and 7/8 :
S - .~ + -l yubing for casing, cementing it in place and selectively g

so it is a rather ‘ ;

‘5f> _ perforating and stimulating the zone, :
% "¢ %;£" : -‘ inékpensive well for -- by today's standards. -
= iff}“:"‘. ) o e Q Do you find that type of completion satisfaetory
| }y fi% : ’ B ~“lin this area? - | |
. i“% "; B A Yes.
é Q Have fou used it elsewhere?

: HER L L — A Yes.
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CASES 5506 5507
DUGAN-DIRECT > 9

L Q And it is much less expensive than a conventional

‘ : completion?

i ' A Yes.

nable cost estimate in your

Q Is $25,9A5 a reaso

opinion?

A Yes, sir.
mate apply to wells in both

e ' Q Does this cost esti
, B §f’thése préposed‘Units? - , . ,
A Yes. | = ‘ R
b1 vould be exactly the same in each case?
A Yes, the estimates are the sdﬁe.;} » “% T
Q Now, in the Application, you asked for a risk 2
J féétor;j”Whéfffisk factor would be reasonable for these % .
two wells? | %
A well, 75 percent above my cost.

jncluding your

Q  So, you would ask for 175 percent

e e ikt e SNARPST A  a a0

Ywell costs?

A Yes, sir.

Q Were you basing that on the factor that there is o _

ﬁb.productibn and”this is essentially a wildcat?
A Yes, it is classified as a wildeat and it is

own Picture

retty much & step-out, a long way from the kn

;\“ . ) p
z e
S —lp1iff Field.
‘ THE NYE REPO_RT[NG SERVICE s
) STATE-WIDE DEPOSITION NOTARIES N
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. o CASES 5506 5507
. DUGAN-DTRECT . v Page......... A0
. ;‘i ) B2 , ) ‘ S ’
- ;-»,3"T3 Q Are there any other risks involved in drilling
: these wells? g
A Well, I am sure there are other risks, but any
. : sizeable ones, no.
o Q  There is a conventional risk in drilling anywhere?
Fie ERtiE 3 : A Right. Yes, it is a pretty small insignificant s
. type well;’rea11§t~ Tﬁ% risk, I guess, is whether you are
R B T going to makE'any money or not: - e : RS
; iR , - Q Now, the Appllcatlon also asks for the reason
s G , . v
i : - || for recoverlng the actual operatlng costs and charges for i
& ‘ supervision. What,K charges for superV131on would you propose z
: | R s
5 *»{:} : T A I would prOpose $125 a montn admlnlstratlve ¢
L e - . || overhead charges for operatlon and $1000 per month whlle é -
LR e % -
e dr"illlng.
Q v.fThat is for each wefl? . 5
S A Yes. - < é“
% Q@  You asked to be designated as the operator of i
£ ® 4 each well?
E i A Yes. ' ;
TE Lo L =i Q Is there any time factor, involved? Are yoﬁ aware
g P " ‘ '
i - that the Comm1531on normally places a llmltatlon on the
g ,_é _ time in whlch a well must be commenced when a compulsory
Fan s §j§ : " || pooling or'der has been entered?
2 o THE NYE REPORTING SERVICE .
e STATE-WIDE DEPOSITION NOTARIES . i
: ‘ : 225 JOHNSON STREET v
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‘the other one within a six-month period.
under your supervision?

offer Exhibits Nos. 1, 2 and 3.

“in Cases. 5506 and 5507 will be admitted in evidence.

| CASES 5506 5507

DUGAN-DIRECT ' : : ﬁ Page...o Tk )

A Well, as 1 stated, my lease expires June 30t£,
so, I've got to start right away.

Q That would be for the first well?

A For the first well, yes.

Q How about the second well?
A If T am Successful in thelfirst well, I will drill

Could youid;iiirigﬂwithih'90 days?
I could, yes. -
But'you‘wouldiprefer to have a six—month period?
I wbuidﬂprefer six months.

Were Exhibits 1, 2 and 3 prepared by you or

. Yes-.-

MR. KELLAHIN: At chis time, I would like to

MR. NUTTER: Dugan's Exhibits Nos. 1, 2 and 3 .

‘ (Whereupon, Applibant's Exhibits Nos. 1, 2 and
3 for identification, and were

3 were marked

offered and admitted into evidence.)

MR. KELLAHiN: That is all we have, Mr. Examiner.

THE NYE REPORTING SERVICE
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T T R SR
. [ | CASES 5506 5507
| ’i:ié DUGAN-CROSS g ‘ Page...... L2 ...
v | ~ GROSS_EXAMINATION
” | BY MR. NUTTER: -
. . Q Mr. Dugan, on these times, now normally, I think
oL . o - lthe Commission allows approximately 90 days from the date

of entry of the order 1n which to commence the first well,

N PR H
- o

R _ or ccmmence the well. This would be satlsfactory, because : _
of course, you are g01ng to start it 1mmed1ately°

A Yes, I've.got to.

g Now, the bime-for-the-second well, you said. that.

&ou would like six months, but you could do it in 90 days?

Q If we would write an order ~-- 1et s see, the
first well is”going to be the one in Case 5506, is that

correct? That is the one in the soﬁtheést,;éorrecﬁ?

A In the southeast, yes.
Q  That is the first well?

A Yes.

o o SN L5 3 S BSASLR Sl LB e Y 0

Q Okay. If we put the normal 90 days in there,
t%ét will take care'offthat one?
A Yes.

Q If we put the six months from the date of the

[erer for cOmmencement of the well in Case 5507, that would

—;éllow probably five months from the date of completion.

THE: NYE REPORTING SERV[CE
STATE-WIDE DEPOSITION NOTARIES
225 JOHNSON STREET .

SANTA FE, NEW MEXICO 87501
TEL. (505) 982-0386
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CASES 5506 5507
DUGAN-CROSS ” 13
Page....... 00
'f:; 3 - | Would that be satisfactory?
A VYes. |
Q Six months from date of Order, then?
A Yes, that would be fine.
Q Now, for the record, Mr. Dugan, we see that'you've %
got an 80-acre tract in’the north half of the northeast of f
o Section 18 and also that you have an 80-acre tract in the
ig» ' - = south half of the southeast of Section 18. Are those o
i two tracts both part of the same lease?
- - | I AM ?es .‘ T D —— - - [
"Q And we also see that the south half of the %
::) : northeast quarter and the north half of the southeast gf
| * quarter are circled by or circumscribed by an orange line. % B
% ) ’; H
L Is that part of the same lease there? i ]
‘A Yes. §
Qv It is a 160—écre lease in the center. So, the ;
'oﬁnéfSHip of the unit in the northeast quarter will be :
half Dugan and half Landsdale, is that correct?
A . Yes. ‘
Q And the ownership of the unit in the southeast
- quarter of Section 18 will also be half Dugan and half
e Landédale, is that correct?
¥ ' : ) :
: —_ A Yes.
TN ‘
. THE NYE REPORTING SERV!CE
: STATE-WIDE DEPOSITION NOTARIES
225 JOHNSQN STREET
S N SANTA FE, NEW MEXICO 87501 :
Doy TEL. (505) 982-0386 ‘
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e = CASES 5506 5507
.t DUGAN-CROSS . 14
“ Page.. ...
- | f:D Q Now, what is the royalty on these leases, Mr. Dugan
A They are both Federal leases, both 1/8.
% Q Are there any overriding royalties on either of
5 s
the leases?
) A Yes, there is on mine.
iw Q  But the’override would be the same on the two
& : 160's as it is applicable to both 80's in “the same
ig i ’ .
= : -percentage? - o )
: A Yes.
_ MR. NUTTER: Are there any further questions of
: B ‘Mr. Dugan? He may be excused.
; i:>' \ | (Witness dismissed.)’
MR. NUTTER: Do you have énything”fUrthér}
Mr. Kellahin?
\ } MR. KELLAHIN: That's all.
MR. NUTTER: Does anyone have anYtHing‘they
; w1sh to offer in Cases 5506 and 55079
[ o sy We W111 take the cases under adv1sement, ‘and
£ B the hearing is adjourned.
¥ ' 4
£ :
g
<
g
; 'fz O o
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s : |  CASES 5506 5507

: ) | ~ | sTATE OF NEW MExIco ) ‘ . | | ﬁ
: COUNTY OF SANTA FE ; % a |
; . I, RICHARD L. NYE(-Gourt Reporter, do hereby certify
7 that the foregoing and attached Transcript of Hearing
before the New Mexico 0il Conservation Commiés’ibn' was
.|l reported by me, and the SamP: is a true and correct reé’éi‘d
| of the said proceedings, to ‘{?he:ubest ” of my kri;wi:adge,“ o
Skill and ability. |
< é
. o

: Cl e ) L I do hereby cert L ha  f
e . o ify that the foregoing ;
“ | ‘ & complete record of the px“'b‘ceéd’i"‘oé 11{1. ‘

= o ) the Examiner hearing ,
5 R . . ng of ,Ca v e ;
heard by me on..... :fzzjase Nobl'fﬂ;“‘ifd7 o

it e A B =

o - C xaminer
1: q:onservat,ion‘ Cbmmiséid:il .
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BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

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

CASE NO. 5506
Order No. R-5046

APPLICATION OF DUGAN PRODUCTION
CORPORATION FOR COMPULSORY POOLING,
SAN JUAN COUNTY, NEW MEXICO.

e oo ——ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on June 10, 1975,
at Santa Fe, New Mexico, before Examiner Daniel S. Nutter.

NOW, on this 17th._ day of June, 1975. the Commission, a
quorum being present, having considered the testimony, the -
record, and the recommendations of the Examiner, and being
fully advised in the premises,

e

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, )
seeks an order pooling all mineral interests in the Pictured
Cliffs formation underlying the SE/4 of Section 18, Township
26 Noxrth, Range 12 West, NMPM, San Juan County, New Mexico.

-~ (3) That the applicant has the riqht to drill and -proposes
to drill a well at a standard location for said unit.

(4) That there are interest owners in the proposed prora-

tion unit who have not agreed to pool’ their interests.

(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each
interest in said unit the opportunity to ‘recover:or receive
without unnecessary expense his just and fair share of the gas
in said pool, the subject application should be approved by
pooling-all mineral interests, whatever they may be, within
said unit.

(6) That the applicant should be designated the operator
of the subject well and unit.

(7) -~ That any non-congenting working interest owner should
be afforded the opportunity to pay his share of estimated well

e




-2'
JV R Case No. 5506
ro Order No. R-5046

costs to the operatox in lieu of paying his share of reasonable
well costs out of production.

; (8) That any non-consenting working interest owner that
does not pay his share of estimated well costs should have
withheld from production his share of the reasonable well costs
plus an additional 175 percent thereof as a reasonable charge
for the risk involved in the drilling of the well.

(9) That any non-consenting interest owner should be
afforded the opportunity to object to the actual well costs but

: that actual well costs should be adopted as the reaeonable well
A il costs in the absence.of such. obisction, — R

(10) That following determination ‘of reasonable well costs,
any non-consenting working interest owner that has paid his
share of estimated costs should pay to the operator any amount
that reasonable well costs exceed estimated well costs and

. should receive from the operator any amount that paid estimated
well costs exceed reasonable well costs.

(ll) That $1000.00 per month should be fixed as a reason-:
‘able charge for supervision (combined fixed rates) while drill- i
ing, ‘and that $125.00 per mornth should be fixed as a reasonable S
charge for supervision (combined fixed rates) after completion ]
- of the well; that the operator should be authorized to withhold :
from production the proportionate share of such supervision - i
charge attributable to each non-consenting working interest, and H
in addition thereto, the operator should be authorized to with-
hold fxrom production the proportionate share of actual expendi-
tures required for operating the subject well, not in excess of ;
what are reasonable, attributable to each non-consenting work- B
ing interest.

- (12) That all proceeds from production from the subject
well which are not disbursed for any reason should be placed
in escrow to be paid to the true owner thereof upon demand
and proof of ownership.

(13) That upon the failure of the operator of said pooled
unit to commence drilling of the well to which sald unit is
dedicated on or before September 15, 1975, the order pooling
said unit should become null and void and of no effect whatsoever;

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be, in
the Pictured Cliffs formation underlying the SE/4 of Section
18, Township 26 North. Range 12 West, NMPM, San Juan County,
New Mexico, are hereby pooled to form a standard 160-acre gas
spacing and proration unit to be dedicated to a well to be drill-
ed at a standard location for said unit.




commence the drilling of said well on or before the 15th day
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PROVIDED HOWEVER, that the operator of said unit shall

of September, 1975, and shall thereafter continue the drilling
of said-well with due diligence to a depth sufficient to test
the Pictured Cliffs formation;

PROVIDED FURTHER, that in the event sajid operator does not
commence the drilling of said well on or before the 15th day of
September, 1975, Order (1) of this order shall be null and void
and of no effect whatsoever;

~ PROVIDED FURTHER, that should said well nbt be drilled to

 thereof, said operator shall appear before the Commission and

of estimated well costs to the operator in lieu of paying his

"has paid his share of estimated costs in advance as provided

show cause wherrder (1) of this order should not be rescinded.

(2) That Dugan Production Corporation is hereby designated
the operator of the subject well and unit.

(3) Thatiafter the effective date of this order and within
30 days prior to commencing said well, the operator shall furnish
the Commission and each known working interest owner in the sub-
ject unit an itemized schedule of estimated well costs.

(4) That within 30 days from the date the schedule of
estimated well costs is furnished to him, any non-consenting
working interest owner shall have the right to pay his share

share of reasonable well costs out of production, and that any
such owner who pays his share 0of estimated well costs as pro-
vided above shall remain liable for operating costs but shall
not be liable for risk charges.

(5) That the operator shall furnish the Commigsion and each
known working interest owner an itemized schedule of actual well
costs within 90 days following completion of: the well; that if
no objection to the actual well costs is received by’ the Com-
mission and the Commission has not objected within 45 days
followxng “eceipt of said schedule, the actual well costs shall
be the reasonable well costs; provided however, that if there
is an objection to actual well costs within said 45-day period
the Commission will determine reasonable well costs after public
notice and hearing.

(6) That witﬂih 60 days following determination of reason-
able well costs, any non-consenting working interest owner that

above shall pay to the operator his pro rata share of the amount
that reasonable well costs exceed estimated well costs and shall
receive from the operator his pro rata share of the amount that
estimated well costs exceed reasonable well costs.

(7) That the operator is hereby authorized to withhold
the following costs and charges from production:




-
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(a)

The pro rata share of reasonable well costs

" of the well; that the operator is hereby authorized to withhold
‘from production the proportionate share of such supervision

' what are reasonable, attributable to each non-consenting work-

attributable to each non-consenting working
interest owner who has not paid his share of
estimated well costs within 30 days from the
date the schedule of estimated well costs is
furnished to him.

() As a charge for the risk involved in the
“ drilling of the well, 175 percent of the
pro rata share of reasonable well costs
attributable to each non-consenting working
interest owner who has not paid his share
T oft ggtimated - well coste within 30 _days from
the date the schedule of estimated well costs
is furnished to him.

(8) That the operator shall distribute said costs and
charges withheld from production to the parties who advanced
the well costs.

(9) That $1000.00 per month is nereny fixed as a reason—
able charge for supervision (combined fixed rates) while drill-
ing, and that $125.00 per month is hereby fixed as a reasonable
charge for supervision (combined fixed rates) after completion

charge attributable to each non-consenting working interest,
and in -addition thereto, the operator is hereby authorized to
withhold from production the proportionate share of actual
expenditures required for operating such well, not in excess of

ing interest.

(10) That any unsevered mineral interest shall be considered
a seven-eighths (7/8). working interest and a one-eighth (1/8)
royalty interest for the purpose of allocating costs and charges
undey the terms of this order.

(11) That any well costs or charges which are to be paid
out of production shall be withheld only from the working
interasts share of production; and no costs or charges shall
be withheld from production attributable to royalty interests.

(12) That all proceeds from production from the subject
well which are not disbursed for any reason shall be placed in
escrow in San Juan County, New Mexico, to be paid to the true
owner thereof upon demand and proof of ownership; that the opera-
tor shall notify the Commission of the name and address of said
escrow agent within 90 days from the date of this order.

{(13) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem necessary
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. DONE at Santa Fe, New Mexico, on the day and year herein-

above designated.

STATE OF NEW MBEXICO
OIL CQNSERVATION COMMISSION

12

PRUSILLO, Chairman

1% R.

A e

<

~

x/

L
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A! L. PORTER, JR.
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. WELL COST ESTIMATE &=

OR FINAL COST [}

LEASE NAME

Dugan Production Corp. -~ Hard Deal

WELL

RO, FIELD

1 Wildcat

LOCATION

SE/4 _SE/4 Sec, 18, T26N, R12W

COUN

Y - ] . STATE
New Mexico

FORMATYTION

Pictﬁred Cliffs

TOTAL DEPTH

San Juan
1300. TOTAL DAYS 5

TUBULAR GOODS:

Ft5=1/2 jnch

PRODUCING WELL
suB TOTAL

DRY HOLE

S/Ft.

Surfece Cosing

Int, Cosing - . Ft.,

Inch

s 250 ' s

S/F1

F12~7/8 lnch

$/Fue.

Prod. Cosing
Fr.

Inch

3,900

$/Ft.

I oL A—

[T S ————

-

3/ Ft.

Tubing

Ftl=1/4 lnch

$/Ft.

Ft.

Inch

1,250

S Ft,

WELLHEAD EQUIPMENT
OTHER EQUIPMENT;

~ Surfocs Production Equlpment ..

Liner Heongers ond Produchon Pockers
Tubmg Accessories

_DRILLING COSTS:

-,.. Footage 1300 Ft.

500 5,900

3,50

Doy Work ._______2___..12_111'_. Doys

50.00

Doy Work - Days

| 4,550 ..

1,200.

Duy Work . Doys

Service Unit Daoys

’ Rig Rental Tools
Rig Moving Costs

" CEMENTING: (Cement Pum_g Trucks and Droyags)
Surfu;o

Intermediate

Production

Liner

Liner
e T

" Sa. Jobs :

FORMATION TREATMENT NO. . &
Acidizing .
Fracturing - Equupmen? ...Eo.am_Er.as:__. )
Fluid Gl o )
Fluid Additives Y
Proppfng Agent lOJ 00Q ;. 10"20 )
Tonk Rental _

SPECIAL SERVICES (Survays ond Tesls)
chrforoimg
Mud Logging

: Elecfric ond Rodioactive L.ogging

MW/

200

5,950

@m et ’/ wnbaigble

¢

360

1.500 ‘ =

e ke e et v e

AT

1,860

2oyl

400

6,000

6,400 :

Drill Stem Tests

Cores
MATERIALS: .

Drilling Mud and Chemicals

‘Diilling Gas or Air

Woter

Bits .

Fuel 4,

Houling

Tubulor Inspection
Miscelleneous
ACCESS AND LOCATION AND CLEANUP

SUPERVISION, LEGALI_ETC.I

0'hers .V ‘

-TOTAL €OST

Adle 7{/25/

1,000

1,000

2,000

300

390 : ;

2 '%"‘Cﬁ_ﬁii'g'éf!é‘i R o

7000
June 5, 197/5

wonkmcm'renssr. CW ﬁ ;£

DATE.

PVl
2 TP

600

500

2,000

1,500
24,710

1228

ot T8 I 2o . S

$ - $ 25,945  |s

ESTIMATED COST ONLY ~ Each Participoting Owner to Poy
Proportionote Shore of Actuol Yell Cost Subject to Opereting

s

7 Agre[nent. ]
¢¢ﬁ {47 // 7 PARTNER'S A:Pﬂzdvu_:

PREPARED OY .
Thomas A. Dugan

¥
DA[E

APPROVED BY

B gy ST, STV
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WELL COST ESTIMATE [xX

-

?

OR FINAL COST [

LEASE NAME

Dugan Production Corp. - Hard Deal

WELL NO,

1

FIELD

wildcat

LOCATION

COUNTY

San _Juan

STATE

SE/4 SE/4 Sec, 18, T26N, R12W

New Mexico

FORMATION

Pictured Cliffs

TOTAL DERPTH

1300

TOTAL DAYS

5

'WELLHEAD EQUIPMENT

. Mud Lagsing

JUBULAR GOODS:
Surfacs Cosing 50

Ft5=1/2 fnch

5.00

Int, Casing . Ft.

Inch

F12=7/8 tach

3.00

Prod. Cosing 1300
: Ft.

Inch

- F1.

Inch

1250

F11=1/4 Inch

1.00

Tubing .

— i

OTHER EQUIPMENT:
Surfoco Production Equipment
Line: Hangers ond Production Packers
Tubing Accessories
DRILLING COSTS:
Footage 1300 Ft.

3.50

“dnch ___ S/Fn

- Doy Work . .2 = 12 hr Deys
Doy Work Days

50.00

Day Work Doys

_ $/Day

Service Unit _ Days

Rig Rental ‘T_ools'
Rig Moving Costs

CEMENTING: (Cement, Pump Trucks ond Droyoqe)

Surface
intermediote
Production
Liner

Liner

Sq. Jobs
FORMATION TREATMENT: NO.
Acldizlng

- Fracfuring Equnpment _Eo_am___Exa.c_____

Fluid __ Gol.
Fluid AdHiﬁves —

10-20

Propping Agent 10,00Q ps
Tonk Rentel
SPECIAL SERVICES (Surveys ond Tests)
Perforating S -

et e Nt N

* Electrie and Roadioactive Loggihg

Drill Stem Tests

Cores

_MATERIALS:

Drilling Mud ond Chemicals

Drilling Gos or Air

Water

Bits

Fuel

Houling

Tubular Inspection

Misceilcneous
ACCESS AND LOCATION AND CLEANUP
SUPERVISION, LEGAL, ETC.

WORKING INTEREST:

,‘T""?'! Direct Cost D -
Plus_2 % Egnﬁngericy

TOTAL COST

PRODUCING WELL

suB

TOTAL

DRY HOLE

250

I

$/Ft,

$/Ft,

$/Fr, 3,900

$/Ft.

S/Ft,

s/Ft. 4 1,250

500

5,200

$/Fe. 4,550

$/Day 1,200

$/Day

$/Doy

200

5,950

360

1,500

1,860

400

6,000

6,400

5
g

o
o

\e
C>
<O

2,000

300

300

600

500

1,500

2,000

24,710

1,235

$

25,945

$

Others

Agreement.

ESTIMATED COST ONLY ~ Each Participoting Owner to Poy
"|Proportionate Shore of Actual Vel Cost Subject to Operolmg

OATE

June 5, 1975

PARTNER'S APPROVAL:

PREPARED OV

Thomas A. Dﬁgén

DATE

APPROVED BY :

ay

oy




= . | WELL COST ESTIMATE (XX

'

OR FINAL COST [}

LEASE NAME R
- Dugan Production Corp. - Hard Deal

WELL NO,

L

° wildcat

LOCATION

SE/4 SE/4 Sec. 18, T26N, R12W

COUNTYTY
San Juan

STATE
New Mexico |

FORMATION

Pictured Cliffs

YOTAL DERTH

1300!

YOTAL DAYS

5

TUBULAR GOODS: .
Surfoce Cosing 50 Ft571/2 jnch

Int, Casing Ft.. Inch
Prod, Casing 1300 F12-7/8 [nch
: F;'. Inch

F1. Inch
Ftl=1/4 lnch
Ft, lnch

5.00

3.00

1250 1.00

Tubing

"WELLHEAD EQUIPMENT

OTHER EQUIPMENT:
Surface Production Equipment
Liner Hongers ond Pmduchon Pockers

Tubing Accessories

DRILL!NG COSTS:

. ‘Footage
Day Work
Doy Work -
Doy Work -
Service Uinit
Rig Rental Tools
Rig Movmg Costs

CEMENTING: {Cement, Pump Trucks and Droyage)
Surlcce . .

. intermediote

- Production

Liner

Liter .

3.50
50.00

1300 ‘Fr,
2 =12 hr Doys
Days

Doys__.
Doyse e S/

$q. Jobs , - '
FORMATION TREATMENT: NO.
Acidizing
Fracturing - Egquipment ...EQBE_EIZB.G___.
Fluid 2..Gal.
Fluid Additives
' Propping Agent 10, OOQ.bs
Tank Rentol
SPECIAL SERVICES (Surveys ond Tasts)
Perforeiin'g

g it Nl N

10-20

- Electric ond Radlouchve Logging
Orilf Stem Tests
Cores

MATERIALS:
Drilling Mud ond Chemicals
Drilling Gos or Air
\'loler‘
Bits B
~ Fuel (-
‘Heuling
Tubulor Inspéction
Miscelleneous
ACCESS AND LOCATION AND CLEANUP
SUPERVISION, CEGAL, ETC.

Total Djrect Cost
5. o1 f'anhnn

[ X Py
CIUS o oo U2

TOTAL cosT

4

WORKING INTEREST: *

_$/Fr.  |S
.§/Ft,
S/F
$/Fr.
S/Ft,
S/Ft.
‘S/F1. $

$/Ft.

$/Day
%/Dcy
$/Day

PRODUCING WELL

suUB TOTAL

DRY HOLE

250

3,900

1,250

500

5,200

4,550
1,200

Doy

200

5,950

SIS P A

e g

360

1,500

1,860

400

6,000

6,400

1,000
1,000

2,000

300

300

600

500
1,500

2,000

24,710

1,235

adey

P s,-‘

$ 25,945

s_-“ -

Agreement.

. Othars

ESTIMATED COST ONLY ~ Each Porticipoting Owner to Poy
Proportionate Shore of Actuol Well Cost Subject to Operoting

OATE

June 5, 1975

PARTNER S AP PROVAL

PREPARED GY
' Thomas A. Dugan

Pl

APPROVED 8Y

7
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(aee 5506

BEFORE THE

OIL CONSERVATION COMMISSION OF NEW MEXICO =~ . ....-g

IN THE MATTER OF THE APPLICATION
OF DUGAN PRODUCTION CORPORATION
FOR COMPULSORY POOLING, SAN

JUAN COUNTY, NEW MEXICO

APPLICATTION

éoﬁEs NOW, DUGAN PRODUéTiGNfTZRPORATIOﬁ,ﬁas provided
by Section 65~31-4, New MeXiéo Statutes, i§53, as amended,
and’appiies to the 0il éonservation Commission of New Mexico
for'aniorder pooling all the mineral interest in and undex

the E/2 of Section 18, Township 26 North, Range 12 West,

San Juan County, New Mexico, the creation of two proration

;'units*fOf:Ehe“diiiiing of wells to the Picture Cliffs

formation in an undesignated pool, and in support thereof
wouialShow the Commission: .

1. prplicah£ is'the owner of the right to drill -and
devéioﬁ the fdllOWing'described acreage: the S/2 SE/4;

and the N/2 NE/4 of Section 18, T26N, R12W, N.M.P.M., San

Juan County, New Mexiéo.

L

2. Applicant has obtained voluntary agreement for

pobiing frqm“all-but the person named below, whose address

Cu
[m

n

w

interest owned according to the applicant's information

o)
[

n

belief are as follows:

Mrs. A. Lansdale
Post Office Box 68
Garden Grove, California

working interest owner for the
N/2 SE/4 and S/2 NE/4 of Section
18, T26N, R12W., N.M.P.M.

DOCKET MAILED -

D@ waseamammaess==
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3. As required by the provisions of Commission Rule 104,
applicant proposes to dedicate the NE/4 to a wéll and ﬁhe SE/4
to a well, both to be drilled at standard locations in said
section. »

4. Applicant proposes to drill two wells to test the
. Picture Cliffs formation. ’

5. Applicant reguests that it be designated the opefator i
of the pooled units requesteé above. o

6. Applicant has been unable to chtain voluntary agiree-~
ment for the éooling of the nnpooled-inferest indicated in
paragraph 2 above, and in order to avoid the dfilling of

unnecessary wells, to protect correlative rights, and to

g

prevént waste, the Commission shoﬁid pool all interxest in the

RET TE RN DAY

spacing or proration unit as-a unit. |
WHEREFORE, applicant respectfully requests that the ;

Commission set this matter for hearing before the Commissibhis :

duly appointed examiner, and thét after notice and hearing as

required by law, the Commission enter its order pooling all

interest underlying the E/2 of Section 16, TZGN; R12W, N.M.P.M, f

San Juan County, New Mexico, and designating applicant operator

'6f‘the pooled unit, together with provisions for’apélicant to

recover its costs out of production including a risk factor

to be determined by the Conmmission and with provisibns-for the

payment of operating costs and costs, of supervision ocut of

production to be allocated among the owners as their interest

. may appear and for further orders as may be proper in the premisés.

' Respectfully submitted,

DUGAN PRODUCTION LORPORATION

N

‘ ’ v KELLAHIN & FOX .
e Post Office Box 1769 ,
: Santa Fe, New Mexico 87501

ATTORNEYS FOR APPLICANT
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APPLICATION OF DUGAN PRODUCTION

SAN JUAN COUNTY, NEW MEXICO. éj;;z\ ,

BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION

,ACOMMI§SION OF NEW MEXICO FOR

THE PURPOSE OF CONSIDERING:
CASE KO. 5506
Order No. R-iggb

CORPORATION. FOR COMPULSORY. POOLING, “ {

'ORDER OF THE COMMISSION

BY THE COMMISSION:

This cause came on for hearing at 9 a.m. on June 10

» | , ! e , 1972
at Santa Fe, New Mexico, pefore Examiner Daniel Sw—iutter .
NOW, on this diy of June , 19/5 , the Commission, '

“a quorum being present, having considered the testimony, the record,A ‘
~and the recommendationgs of the Examiner, and being fully advised

in the premises,
FINDS:

(1) That due bublie notice havihgybeen given as required by

law, the Commission has jurisdiction of this cause and the subject
matter thereof. . : : : _

r

(2) That the applicant, pugan ‘Production Corporation

seeks an order pooling all mineral interests _in the Pictured

Ccliffs formation underlying the SE/4

of Section 18 , Township 26 North, , Range :12 West .

NMPM, — T, _San Juan county, New

Mexico.

s §
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_2..
Case No. X
Order No. R~
(3) That the applicant has the right to drill and proposes

to drill a well at a standard location for said unit

S

(4) That there are interest owners in the proposed proration

unit who have not agreed to pool theix interests.
(5) That to avoid the drilling of unnecessary wells, to
protect correlative rights, and to afford to the owner of each

interest in said unit the opportunity to recover or receive

without unnecessary'expense his»juét and fair share of the gas

in' said pool, thé'sﬁbject application should be approved by
pooling all mineral interests, whatever the may be, Qithin said
unit. | |
(é). That the aéplicant should be designated théibperator
of the subject weil and unit. |
:(7) That any non-consenting Qorking interest‘owner_sﬁould
be éffordéé ﬁhe oppdrtﬁnity'torpay,his share of estimated well

costs to the operator in lieu of paying his share of reasonable

"well costs out of production.

[

(8) That any non-consenting working interest"bwher'that
does not pay his share of estimated well costs should have
withheld from production his shaye of the reasonable well costs

plus an additional /73

risk involved in the drilling of the well.

(9) That any nén-éénéenting.interest owner should be
affofded the ‘opportunity to object to the actual.weli éd%ts but
fhét actﬁal well costs should be adoptéd as the reaSonabie’well-
costs in the absence of.éuch objection.

(10) .That‘following determination of reasonable well costs,
any non-consenting working interest owner that has paid his

share of estimated costs should pay to the operator any amount

that reasonable well costs exceed estimated well costs énd

should receive from the operator any amount that paid estimated

well costs exceed reasonable well costs.,

thereof as a reasonable chatgé for th
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(11) That’é}éﬂo-w per month should be fixed as a reason-

able charge for supervision (combinéd fixed rates)A that the
operatov should be authorized to withhold from production the | ;
;7 proportionate share of such supervision charge attributable to ! é
L each non-consenting workiné interest,nand in addition thereto,
the operator should be autborized to withhold from production

thé proportionate share of actuél expenditures réqoired-forr |

operating the subject well, not in excess of what are reasonable,

attributable to each non~consenting working interest.

(12) That all proceeds from production from the subject
well which are.not disbursed for any reason should be'placed
in escrow to be paid to the true owner thereof upon demand and

proofi3f ownership.

vty

(13) That upon the failure of the operator of said pooled

unit to commence drilling of the well to which said unit is
dedicated on or before A M /8" 1797, the order
4

ﬁooling said unit should become null and void and of no’éffect

whatsoever.

IT IS THEREFORE ORDERED:

(1) That all mineral interests, whatever they may be,

in the Pictured Cliffs formation underlying the SE/4 _ :”' '»”'

of Section 18 , Township 26 North, Rahge 12 West , NMPM,

— ~—— ~ , San Juanéohnty, New Mexico,
are hereby pooled to form a standard I‘O ~ acre gas spacing

‘and proration unit to be dedicated to & well to be drilled ‘1

at a standard location for said unit, : ' _ . :

PROVIDED HOWEVER, that the operator of said unit shall

N commence the drilling of said well on or before the ﬂ5ﬁe£_.day

of Eiea56£b«4£e¢, , 1973, and shall thereafter continue the
¥

drilling of said well with due diligence to a depth sufficient to

test the Pictured Cliffs formation; |

PROVIDED FURPHER, that in the event said operator does not

commence the drilling of said well on or before the L5%4day
of QeAfEuwmbier) , 1973, Order (1) of this order shall be null and |

U

and of no effect whatsoever:

void
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Case No.
Order No. R~

e

[EIRSPNY VIO

PROVIDED FURTHER,that should said well not be drilled to
completion, or abandonment, within 120 days after commencerent i‘

thereof, said operator shall appear before the Commission and

show cause why-Order (1)/of this order should not be‘rescinded: P ’
(2) That _pugan Production Corporation _ is hereby designated;
. - i
ed -1t the operator of the subject well and unit. i
: 11)1‘7“;)1/1

(3) That after the effectlve date of thls order and -at -least1

30 days prlor to commencing said well, the operator shall furnish

the Commission and each known working interest owner in the subject

unit an itemized schedule of estimated well costs.

(4) That within 30 days from the date the schedule of

estimated well costs is furnished to him, any non-consenting

working interest ouwner shall have the right to pay his share
of estimated well costs to the operator in lieu of paying his
share of reasonable well costs out of production,.and that any

such owner who pays his share of estimated well costs as pro-

vided above shall remain liable for operating costs but shall

not be liable for risk charges.

{5) That the operator shall furnish the Commission and“eacb
1 A ) known working interestmowner ah_i£emiied‘schedule of actual well Py

costs within 90 days follow1ng completion of the well; that if

= fzé o } no objectlon to the actual well costs is received by the Com- o o
3 : o 7 ' m1ss1on and the Comm1331on has not objected within 45 days
T “f S vfollowxng recelpt of sald schedule, the actual well costs shall
o | be the reasopable well costs; prov1oed however, that if there
is an objection to actual well costs within said 45-day period
the Commlssaon will determine reasonable well costs after publlC‘

~notlce and hearlng

‘zj - i (6) That within 60 days following determination of reason-
able well costs, any non-consenting workind interest owner that

& L : _has paid his share of estimated costs in advance as provided

A B .

PPN

oo




e

”

- charges withheld from production to the parties who advanced

is hereby authorized to withhold from production the proportionaté

- share of actual expenditures required for operating such well,

| not in _excess of what are reasonable, attrlbutable ‘to each non-

et

PR Y

..5..
Case No.
Order No. R-

abcve shall pay to the operator his pro rata share of the amount

that reasonable well costs exceed estimated well costs and shall

-

receive from the 6perator his pro rata share of the amount that !
estimated well costs exceed reasonable well costs.,
(7) That the operator is hereby authorized to wiﬁﬁhold
the following costs and charges from production:
| (A) The prd rata share of reascnable well cosﬁs
.attributable to each non-consenting workingc
interest owner wﬂo has not paidfhis share of
estimated well 56Sts witﬁin 30 days from the
‘date ﬁhe schedule of estimated well costs is
furnished to‘him.
(B)‘ As a éhérge,for the risk involved A

! 75,

drilling of the well, of the pro fata
share of reasonable well costs attributable
to each non-consenting working interest

Tvowﬁer who has not baid-his share of estimated
well costs Within 30 days from the déte the
schedule of estimated well cosés'isdfurnished
to him.

(8) That the operator shall distribute said costs and

the we}},EQEEE;_ﬁ———-’“” ,
(9) That’?‘kﬂb.CﬂD per month is hereby\ fixed as a reasonabl

W

chérge for supervision (combined fixed rates)jp that the operator

share of such supervision chaxge attributable to each n9n~'
consenting working interest, and in addition thereto, the operator

is hexreby authorized to withhold from productioh the proportionate

VT VT ek A s - Vo A ke W —

consentlng working interest
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..6..
Case No.
Ordexr No. R~

(10) That any unseverced mineral interest shall be considered
a sevén—eighths (7/8) working interest and a one—eighth (1/8)
royalty inrterest fér the purpose of allocating costs and charges
under the terms of this order.

(11) That any well costs'or charges which are to be paid

out of production shall be withheld only from the working

| interests 'share of production, and no costs or charges shall

be withheld from éroductidn attributable to royaity interests;
(12" That all pfoceeds»from produCtidh from the subject

well which are not disbursed fdr any reason Shalf be plaééd in
escxdw in - San Juéﬁkmnt&, New Mexico, to be paid to the ﬁrue oﬁner
ﬁhereéf ﬁpdn‘aeménd‘and'proof>of ownersﬂip; that the operator
ﬂShall‘notify the Commission of the name and address of ‘said
escrow agent within‘QO days from the date éf this order.

'(13) That jﬁrisdiction of this caﬁse is'refafhéd forifhe
enﬁry of such further orders as the CoﬁmissiOn may’@eem necessaryﬂ

DONE‘at‘Sénta Fe, New Mexico, on the day and year hereinabove

‘designated.
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