
dugan production corp. 
- P-

11 

August 2, 1996 

Mr. Rand Carrol I 
New Mexico Oil Conservation Division 
2040 South Paeheco Street 
Santa Fe, NM 87505 

Re: NMOCD Case No. 11583 
Docket No. 22-96 8/8/96 
Application for Surface Commingling 
Dugan Production's Com Wells No. 1E & No. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Mr. Carrol I : 

To supplement the material provided with our application dated July 12, 1996, attached are copies of: 

1. ) New Mexico State Land Office approval dated 7-17-96 of the captioned application. State Leases 
No. LG-3736, B-11242-43 and E-6714-4 comprise 100% of the 156.65 acre NE/4 spacing unit and 
196.65 acres (62.1%) of the 316.65 acre E/2 spacing unit. 

2. ) BLM approval (dated 7-30-96) of our application. Federal Lease SF-078110 comprises 80.0 acres 
(25.3%) of the E/2 spacing unit. Also included is the BLM's conditions of approval. 

3. ) Copies of the "return receipt" cards reflecting that a l l interest owners (working, royalty and 
overriding royalty) in Dugan Production's Com Wells No. 1E and No. 2 are in receipt of the 
subject application. Our notice to each owner was mailed on 7/12/96 or 7/15/96. 

To date, we have not received any objection from any of the interest owners in either well and unless an 
objection is received, i t is s t i l l our desire to have this case called on August 8th and then taken under 
advisement with Dugan Production not appearing at the hearing. 

Should you need additional information or receive an objection from any of our interest owners, please let me 
know. 

Sincerely, 

O r2*e_ 

John D. Roe 

Manager of Engineering 

JDR/cg 

attachs. 
cc: David Catanach, NMOCD - Santa Fe 

Frank Chavez, NMOCD - Aztec 

709 E. MURRAY DR. • P. 0. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX# (505) 327-4613 



RAY POWELL, M.S., D.VJM. 
COMMISSIONER 

jState of êfo -Mexico 
CHomntissumer of Jlufaltt "JUanba 

310 OLO SANTA FE TRAiL PO BOX 114B 

SANTA FE, NEW MEXICO 87504-1146 

N y (505) 827-5740 
c ^ ^ / F A X 005) 07-SW6 

July 17, 1996 

Dugan Production Corporation 
Post Office Box 420 
Farmington, New Mexico 87499-0420 

Attn: Mr. John D. Roe 

Re: Application for Surface Commingling of Produced Gas 
Com Well Nos. IE and No. 2 
Basin Dakota & Harper Hill Fruitland Sand PC Pools 
Both Wells Located in the NE/4NE/4 of Section 2-29N-14W 
San Juan County, New Mexico 

Dear Mr. Roe: 

We have received your application requesting approval for surface commingling of produced 
natural gas from the above-captioned wells. 

It is our understanding that Dugan Production Corporation will convert the existing gas sales 
meter for the Com No. IE well to a central delivery point (CDP) meter for gas sales from both 
the Com No. IE and No. 2 wells. 

Since it appears that there will be no loss of revenue to the State of New Mexico as a result of 
your proposed operation, your request is hereby approved. Any deviation from the substance 
of your request will be sufficient grounds for rescinding our approval. Our approval is subject 
to like approval by the New Mexico Oil Conservation Division. 

Your filing fee in the amount of $30.00 has been received. 

RESOURCE MAHAQEHEnTi COMMERCIAL <505)-827-5724. MINERALS (505)-827-57*4. SURFACE (505>-827-5793, ROYALTY (505)-827-5772, 
ADMINISTRATIVE MAP1AQEMEMT (5O5J-827-570O, COMMUNICATION «f PUBLIC AFFAIRS (505V-827-5764. and QENERAL COUNSEL (505)-827-5713 



Dugan Production Corporation 
July 17, 1996 
Page 2 

If you have any questions, or if we may be of further help, please contact Pete Martinez at (505) 
827-5791. 

Very truly yours, 

RAY POWELL. M.S., D.V.M. 
COMMISSIONER-OF PUBLIC LANDS 

Oil, Gas and Minerals Division 
(505) 827-5744 

RP/LK/cpm 

Enclosure 

cc: Reader File 
Commissioner's File 
OCD—David Catanach and Ben Stone 



dugan production corp. 

11 C e r t i f i e d Mail - Return Receipt Requested 

July 12, 1996 

State of New Mexico 
State Land Office 
Attn: Mr. Pete Martinez 
PO Box 1148 
Santa Fe, NM 87504-1148 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's com Wells No. IF £ No. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, Mew Mexico 

Dear Mr. Martinez: 

Attached i s our check f o r the $30.00 SLO surface commingling 
a p p l i c a t i o n fee. Also attached f o r your approval i s a complete 
copy of the captioned app l i c a t i o n t o the New Mexico O i l 
Conservation Division (NMOCD). Our records indicate t h a t the E/2 
spacing u n i t f o r Dugan Production's Com Well No. IE includes state 
leases LG-3736, E-6714-4 and B-11242-43 and th a t the NE/4 spacing 
u n i t f o r Dugan's Com No. 2 includes portions of these same leases, 
which r e s u l t i n the State of New Mexico having a r o y a l t y i n t e r e s t 
i n both wells. 

From our e a r l i e r conversations about t h i s matter, i t i s my 
understanding t h a t since t h i s proposal w i l l r e s u l t i n increased 
current revenues to the State along with an increase i n ultimate 
recoveries from both wells, the State Land Office can approve our 
proposed surface commingling. 

We are asking the NMOCD to set t h i s matter f o r hearing on August 
8, 1996 t o s a t i s f y the regulatory notice requirements. 

Should you have questions or need a d d i t i o n a l information, please 
l e t me know. 

Sincerely, . 
JUL 1 7 1996 

JDR/cg 

John D. Roe 
Manager of Engineering 

attach. 
709 E. MURRAY DR. • P O. BOX 420 • FARMINGTON. N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX# (505) 327- i6 '3 

000 SLO 7/15/961*301 $30.00F1 



-A ĉ agan production corp. 

I Q70 ."'•JM.̂ '̂ CM, i'-'/i C e r t i f i e d Mail - Return Rê  

July 3r5, 1996 

Bureau of Land Management, FDO 
Attn: Mr. Duane Spencer 
12 35 La Plata Hwy. 
Farmington, NM 87401 

- ( c i ^ 

Re: Application for Surface Commingling cf Produced Gas 
Dugan Production's Com Wells No. IE & No. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Mr. Spencer: 

Attached for your approval i s a complete copy of the captioned 
application t o the New Mexico O i l Conservation Division (NMOCD). 
Our records indicate Federal Lease SF 078110 comprises 80 acres of 
the E/2 316.65 acre Dakota spacing u n i t f o r the Com No. IE which 
results i n a Federal r o y a l t y i n t e r e s t of 3.15807% i n the Com No. 
IE. Since the spacing u n i t f o r the Com No. 2 consists only of 
state leases, there i s no federal i n t e r e s t i n the No. 2 w e l l . 

Based upon our e a r l i e r conversations about t h i s matter, i t i s my 
understanding th a t the BLM should be able to approve t h i s proposed 
surface commingling. 

We are asking the NMOCD to set t h i s matter f o r hearing on August 
8, 1996 to s a t i s f y the regulatory notice requirements. 

Should you have questions or need additional information, please 
l e t me know. 

Sincerely, 

— D 

John.D. Roe 

Manager of Engineering 

JDR/cg 

attachs. 
&piHi~0-VED 

709 E. MURRAY DR. • P. 0. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325 



United States Department of the Interior 
BUREAU OF LAND MANAGEMENT 

Farmington District Office 
1235 La Plata Highway 

Farmington, New Medco 87401 

IN REPLY REFER TO: 

Attachment to Approval for Surface Commingling: 

RE: Dugan Production's Com Wells No. 1E & No. 2 

CONDITIONS OF APPROVAL 

1. If additional wells are added to the system in the future, they must have an allocation meter. 

2. All facilities used in selling combined production, or in accurately measuring production for 
allocation purposes, must be approved, installed and operated according to Onshore Oil and Gas 
Orders No. 3, Site Security, No. 4, Oil Measurement, and No. 5, Gas Measurement. 



RETURN RECEIPT CARDS 
Interest Owners in 

Dugan Production Corp's 
Com No. IE & No. 2 Wells 

(Page 1 of 2) 

SENDE*: 
• Comptat* rtama 1 and/or 2 For additional services. 
• Contptoei reams 3. and 4* » b. 
• Print your nama and addreaa on Tha reverse of tnis form so thai we can 
retum thai card to you. 
• Attach tho form to tha front of tha matfpieca. or on tha back rf spaca 
does not permit. 
• Writ* "Itatum Rac«pt Ftaquastatf" on tha rnatHwece betow the arocis number 
• Tha Weejm Hacaipt awl show to whom tha artiela waa delivered and the data 
doa.eiod. 

1 also wish to receive the 

following services (tor an extra 

feel: 

1. 0 Addressee's Address 

2. • Restricted Delivery 

Consult postmaster for fee. 
3. Ar t ie* Adeemed to: 

CbolOreJ, CO ? i3a5 

««. Arbeit Number 

P t<is ofij ssn 
3. Ar t ie* Adeemed to: 

CbolOreJ, CO ? i3a5 

4b. Service Type 

• Registered • Insured 

JS£ertHied • COO 

• ExpreaeMail JgRgtlrrn Raraipt for 
Merchandise 

3. Ar t ie* Adeemed to: 

CbolOreJ, CO ? i3a5 
7. Date of Delivery 

8. Addressee's Address (Only if requested 
snd fee is paid) 

6. Signature (Agentl 

8. Addressee's Address (Only if requested 
snd fee is paid) s 

r -

SENDER: 
• Comptata iteme 1 and/or 2 for additional sarvicaa. 
• Comptata items 3. and 4a 4 a. 
• Prim your nam* *nd address ao tha ravaraa of thia term ao that w i can 
retum thia card to you. 
• Attach thia form to tha fcom of tha meapawce. or on tha back if apaca 
doe* not permit. 
• Writa TtatumiUcaitWfao^ 
• Tr» Ratbjm rUcatp* wal *>ho^ 

1 also wish to receive the 

following services {for an extra 

feel: 

1. LJ Addressee's Address 

2. G Restricted Delivery 

Consult postmaster for fee. 
3. Artie**) Addr Mi sd toz 

6toJte, dc Uejoo rr\e*4co 
6tole. Lou^d- OfftcA 
v A H n s ^Pe-Ht r T \ a r i i ' n € 2 . 

Aa. Article Number 

*r iqs Ofil SloT 
3. Artie**) Addr Mi sd toz 

6toJte, dc Uejoo rr\e*4co 
6tole. Lou^d- OfftcA 
v A H n s ^Pe-Ht r T \ a r i i ' n € 2 . 

4b. Service Typa 
G Racusierttl Qjnstjnsd 

• E^pVSe^ i i ' f t N g ^ Receipt for 

3. Artie**) Addr Mi sd toz 

6toJte, dc Uejoo rr\e*4co 
6tole. Lou^d- OfftcA 
v A H n s ^Pe-Ht r T \ a r i i ' n € 2 . 

7. pate of Delivery \ 

f [ JUL 15 «96 J 
S. Signature (Addressee} 8. Addressee's Address fOniy if requested 

t & fefcsi^paid) y / 

^^0y 
8. Addressee's Address fOniy if requested 

t & fefcsi^paid) y / 

^^0y 

i 

S • lfV»*ta-r1eti>m*eeeaj« 

SENDER: " 
• Comp ta ta Kama 1 and/or 2 for eddrboneJ serv ices . 
• Comp ta ta * e m e 3, and 4a 4 b. 

• P n n t y o u r name and addresa on t h s reverse of th i s form s o t h a t w a can 
r e t u m M a card t o y o u . 

• A t t a c h th is f o r m t o the f ront o f t h a mai lp iece. or on tha back K spaoa 

3. Ar t ic le Addr—sad to : 

1 <iA8 HooVis ley Ct." 

ait* (5 
• f t 

6 . S ignature (Agant) 7 1 

. ' I ijjj II i l ! Mt f HI' j . r . 
J PS Form 3 8 1 1 , December 1991 M J S - G P C M W 

I also w i s h t o receive the 
foBowing services (for an ext ra 
fee): 

1 . D Addressee 's Address 

2 . • Restr ic ted DeBvery 

Consult postmaster for fee. 
4a. Ar t ic le Number 

4 b . Service Type 

• Registered • Insured 

:ertified • COO 

• Express Mail 3r-?SfeStdj*C£ie< <<" 

-ce 
E a 

. December 1991 « J I GPa itia-aWna' DOMESTIC RETURNRECEIPT 

SENDER: < 
• Comptata ttama 1 anoVor 2 tor addMonal services. 
• Complete Hams 3. snd 4» | «v 
• Print your name snd addraaa an tha ravarsa ol this form so that wa can 
return this card to you. 
« Attach this form to tha from of aha maapiaoa. er on the beck if spaca 
doss not portrait. 
• Wffee'ltaiumftecaiplrtaquast^ 
« Tha Return ftacaipt aal show to arhaw tha artiest was d * i * w d and tha debt 
defvered. 

1 also w ish t o receive the 

fo l low ing services (for an extra 

fee): 

1. G Addressee's Address 

2. G Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

^ A H r v . T)w.&j-.e Spenoer-
1 Jk3 s l~*c£?\ ojbo^ ^ l o j y . 

4a > Art ic le Number 

V |95 08/ Sfc8 
3. Article Addressed to: 

^ A H r v . T)w.&j-.e Spenoer-
1 Jk3 s l~*c£?\ ojbo^ ^ l o j y . 

4b. Service Type 
Q Registered Z! insured 

{^Certitwd G COD 
n F T r . « « u^.i .^Return Receipt for 

Merchandise 

3. Article Addressed to: 

^ A H r v . T)w.&j-.e Spenoer-
1 Jk3 s l~*c£?\ ojbo^ ^ l o j y . 

7. Datftjjtpelivery ^ ^ 5 ^ , 

S. Signature (Addreasee) 8. Addressee's Address (Only if requested 
and fee is paid) 

-— 

8. Addressee's Address (Only if requested 
and fee is paid) 

-— 

SENDt t : 
Compto ta « a m s 3. a n d «a 4 a . 

• Pnn t your nama and address on tha ravarsa a i tnis Form a . t h s t w a can 
r a t u m th i s c»nt to y o u . , 
• A t t a c h th is f o r m to tha f ront of the msi lptace. or on tha back rt spaca 
d o a s n o t parmrt-
• W n t a " R a n x n Racatpl Raouastad" on t r x mailpeece be low the «rTtc»e n u m b « ' 
• Tha Raturn Racaipt wi l t t h o * * t o w h o m the a n tele w a s dsl ivarsd *r td tha data 
da t i va rad . 

3 . Ar t i c le Addressed to : 

R o b e r t 3 r u o t . fT^Dcu^x . 

(««o08 ^ - H - n n ^ LcLne, 

H4QO(c 

/ n c. 

6. S ignature (Agent l 

_2 r also w ish to receive the 

fdl fowing services (for an extra 

f i e l : 

1 . G Addressee's Address 

2. G Restr icted Delivery 

Consult postmaster for fee. 

le Number 

iq5 Q8I 3io\ 
4 b . Service Type 
G Registered G Insured 

ertifred G COD 

0 Express Mart RT R f t u m for 
Merchandise 

7 . Date of Oelivei 

8 . Addressee's Address {Only if requested . 
and fee is paid) 

J PS Form 3 8 1 1 / D e c e m b e r 1991 * U S . G ^ . ises_»2-7M D O M E S T I C R E T U R N R E C E I P T 

SENDER: 
• Compta ta i t ams 1 and/or 2 tor addMonal sarv icaa. 
• Compta ta i tems 3. and 4a 4 b. 
• Pr int your nama and address on tha ravers* of th is f o r m so t h a t w * can 
re turn th«s cere! t e vou . 
• A t t a c h t ins f o r m t o tr«» f ron t o f t he mailotece o ' on tha back it t p i Z i 
does no t permi t . 
• W n t « " R « u m Receipt R«>quwt»tf" on rr t t mailoeec^ beto** the «Hc l * j number 
• The Return Racaipt w * show to w h o m the art icle w a s del ivarad and tha data 
de l ivered. 

3. Ar t ic le Addressed to : 

Q o n o o q , ^ n c , 

. S i o A t u r e (Addressee) A 8. Addr 

1 

I also w ish to receive the 
fo l low ing services (for an extra 
fee): 

1 . Addressee s Adori iss 

2. L_, Restricted Delivery 

Consul t postmaster for fee. 
Art ic le Number 

i<i5 oei st*** 
4b . Service Type 
G Registered • Insured 

^StLCert i f ied • COO 

G Express Mail ^ R e t u r n Receipt for 
Merchandise 

7. Date-** Qalivery —=• _ /" 

8. Addressee's Address (Only if requested „• 
fee is paid) i 

PS Form 3 8 1 1 , December 1991 M J A o r o i i » - 3 6 2 - T i 4 D O M E S T I C R E T U R N R E C E I P T 

(See Reverse Side) 



SENDER: 
• Complete items 1 and/or 2 'or additional services. 
• Compttte itams 3. and 4a ft b 
• Pnnt your nama and addraaa on tha reverse of thia form so that we can 
return thia card to you. 
• Attach this form to tha front of tha rrveapiece. or on tha back rf space 
does not permit. 
• Write "Return fleceipt Raquestad" on ths mailpiece below the articta 
• The Retum Receipt w « ahow to whom the arbcts was detvered and the data 
delivered. 

1 also wish to receive the 

following services (for an extra 

fee): 

1. G Addressee's Address 

2. G Restricted Delivery 

Consult postmaster for fee. 

3. Artie id Addressed to: 

5CQ8 ^ u e r Q C K X & 

4a. Any 

1 

eta.Number 3. Artie id Addressed to: 

5CQ8 ^ u e r Q C K X & 
4b. Service Type 
O rtogi«ae»|Pf-vn inaured 

• B ^ A M * ! MWaturn Receipt for 
7 ; ^ 5 , - ' 'Merchandise 

3. Artie id Addressed to: 

5CQ8 ^ u e r Q C K X & 

7. ^ . T B g M ^ J 

5. Signature (Addressee! 8. Adr|F>sWi>axJfys tOnry rf requested 

6. Signature (Agent) 

8. Adr|F>sWi>axJfys tOnry rf requested 

RETURN RECEIPT CARDS 
Interest Owners in 

Dugan Production Corp's 
Com No. IE & No. 2 Wells 

(Page 2 of 2) 

i SENDER: 
• Compie te i t ams 1 and/or 2 for addi t ional service?!. 
• Compie te i t ems 3, and 4a 4 b. 
• Print your name and address on ths reverse of this f o rm so that w e can 
re turn th is card to y o u . 
• A t t a c h th is f o r m vo tha f ron t o f the mai lp iece. or on the back if spaca 
does n o t pe rmi t . 

• Wr i t s 'Return Boce»pt Reques ted " on the rnai lpwc* betow the article number. 
• The Return Receipt a r i l ahow t o w h o m tfte arbcie w a s deavered and the date 
del ivered-

3 . Art ic le Addressed l o 

Louise, J \dour fl^ctk^oJ 

5. Sidnature (Addressee) f~ 

I 
6 . Signature ( A g e n t ) , 

3 

I also w ish to receive the 

fo l low ing services (for an extra 

fee): 

1 . LJ Addressee's Address 

2 . G Restr icted Oelivery 

Consul t postmaster for fee. 

Ar t ic le Number 

•qs 081 SS<K 
4 b . Service Type 

• Registered • Inaurad 

j 5 £ Cert i f ied D COO 

• Express Mai l J 6 R w w n R e c e i p l for 

Date of Delivi 

0 

Marcnendae 

8. Addressee's Address (Only if requested j 
and fee is paid) i 

PS Form 3 8 1 1 , December 1991 « J . S . a m I » W - S H - 7 1 4 D O M E S T I C R E T U R N R E C E I P T 

S E N D E R : 
• Comp ie te i tems 1 end/or 2 for addatkmai se rv i ce* . 
• Comp ie te i t sms 3. and 4e * b. 
• Pr int your name and address on the reverse of tha* fo rm so tha t w e can 
r e t u m thia card t o y o u . 
• A t t a c h tres f o r m t o ths f ron t o f tha maapiece, or o n the back rf space 
doas n o t permrt . 
• W n t e " R e t u m Roco»pt R e q u e s t e d " o n t h s m a o p i a c i be tow the art iela 
• The Return Receipt w » show to w h o m xfm srScto w a s d s f v e r o d a n d t h a 

•a 3. Ar t ic le Addressed t o : 

5. Signature (Addressee] 

J 6 . Signature (Agent) 

3 i HM1' 

I also w ish to receive the 

foBowing services (for an ext ra 

fee): 

1 . G Addressee's Address 

2 . G Restr icted Del ivery 

Consul t postmaster for fee. 

4 a . Ar t ic le Nucatjef 

Service Type 
/ © R e g i s t e r e d G Insured 

i j a i C e r t i f i e d G COO 

* 0 Express Mail ^ R f L t L i f n Rpra in t for 
w , Merchandise 

Datt 

8 . Addressee's Address (Only if requested . 
and fee is paic 

iUJ L 
>• PS Form 3 8 1 1 , December 1991 e u s oPtt ia»v-*2-? i4 D O M E S T I C R T T U R N R E C E I P T 

SENDER: 
• Compiete rtama 1 and/or 2 for additional services. 
• Compiete iteme 3. and 4 * & b. 
• Print your name and address on the reverse of tt*s form so that wa can 
return this card to you. 
• Attach this form to the front of tha maflpiece, or on the beck rf space 
does not permit. 
• Writs ' 'Return Receipt ftoouaatser- on the irtaaprace below tha artiest number 
• The Return Receipt w9) show to whom the article was delivered and the date 
delivered. 

1 also wish to receive the 

following services {for an extra 

fee): 

1. G Addressee's Address 

2. G Restricted Delivery 

Consult postmaster for fee. 

3. Article Addressed to: 

rr\<xrca. rn.. Q j^eu 
c/o Q o t . U l ^ m . % e . 

4a—Article Number 

-Y 1^5 C6l SSR 
3. Article Addressed to: 

rr\<xrca. rn.. Q j^eu 
c/o Q o t . U l ^ m . % e . 

4b. Service Type 
G Registered G Insured 

^3^€ertified G COO 
Fl F*pr f t « Mail Return Receipt for 

* Merchandise 

3. Article Addressed to: 

rr\<xrca. rn.. Q j^eu 
c/o Q o t . U l ^ m . % e . 

7. Date qf Delrvjery 

5. Signature lAdd/raseel ' e ^ O O I S 8. Addressee's Address (Only rf requested 
and fee is paid) 

un tn ii it it it 
6 . S i fmnturEjS< • D t L . 

TJ^5T^b ] ^ j 4 t un Niiiii 

8. Addressee's Address (Only rf requested 
and fee is paid) 

un tn ii it it it 
- P S F o J 1 T . December 1 9 9 1 W A S P O : l a e s - * * ™ D O M E S T I C R E T U R N R E C E I P T 

5 SENOER: 
" J • Comp le te i tems 1 end/or 2 for ertdrtmnal serv ices. 
. • Comp ie te r tems 3, and 4a k b. 
C • Print your name and address on the reverse o f th is f o rm so t h a t w e can 
• r e t u m th is card t o y o u . 

A t t a c h th is f o r m t o the f ron t o f the rnajtpiace. or on the back rt spaca 
doas no t permi t . 

Wr i te "Re tu rn Receipt Reques ted " on the mailpiece be low the article number 
T*v* Return Receipt wi l l snow *o w h o m t h * a-ncle was S-ii iveied gnd tne 

S 

2 

I also w ish to receive rhe 

fo l lowing services (for an ext ra 

fee): 

1 . L J Addressee's Address 

1. G Restricted 3 e . ^ - v -

3. Article Addressed to: 

Clot-I IcLa. m . ^ o p e , 
5 4 8 o UOiS<-OnStr\ vft-*? v > 

^oL-.tc 814 - ; r j ? -

J .3.0015 

4a. Article Number 

iqs osi .^to^ 
3. Article Addressed to: 

Clot-I IcLa. m . ^ o p e , 
5 4 8 o UOiS<-OnStr\ vft-*? v > 

^oL-.tc 814 - ; r j ? -

J .3.0015 

4b. Service Type ^_ 

G Registered LJ Insured 

>*^Certified G COO 

G Express Mail ^ ? e t u r n Receipt for 
^Ivlefcnandlse— 

3. Article Addressed to: 

Clot-I IcLa. m . ^ o p e , 
5 4 8 o UOiS<-OnStr\ vft-*? v > 

^oL-.tc 814 - ; r j ? -

J .3.0015 
7. Date of Delivery ^ J 
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j 1 dugan production corp. 
= dp = 

J u l y 12, 1996 

Mr. Rand C a r r o l l 
New Mexico O i l Conservation D i v i s i o n 
2 04 0 South Paeheco S t r e e t 
Santa Fe, NM 87505 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells No. IE & No. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells i n Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Mr. C a r r o l l : 

We are w r i t i n g t o request New Mexico O i l Conservation D i v i s i o n 
(NMOCD) approval f o r the proposed surface commingling of produced 
n a t u r a l gas from the captioned w e l l s , both of which are operated 
by Dugan Production Corp. I have discussed t h i s a p p l i c a t i o n w i t h 
David Catanach and i t i s my understanding t h a t since the ownership 
i s not common t o both w e l l s , t h i s matter w i l l r e q u i r e formal n o t i c e 
and an examiner hearing. I t i s also my understanding t h a t i n the 
absence of o b j e c t i o n from any i n t e r e s t owner, the NMOCD can c a l l 
the case and take the a p p l i c a t i o n under advisement w i t h o u t an 
ac t u a l appearance by Dugan Production Corp. We do not a n t i c i p a t e 
any o b j e c t i o n and request t h a t you set t h i s case f o r the next 
a v a i l a b l e examiner hearing docket (August 8 t h , 1996 i f p o s s i b l e ) . 

The Com No. IE (API No. 30-45-23940) was completed December 8, 1979 
i n the Basin Dakota Gas Pool and has produced 690,451 MCF + 7289 
bbls condensate as of June 1, 1996. During the f i r s t f i v e months 
of 1996, prod u c t i o n averaged 52 MCFD plus 0.3 bbls condensate/day 
and the p r o d u c t i o n h i s t o r y i s presented on Attachment No. 6. Since 
completion, we have produced the Com No. IE using a two stage 
compressor l o c a t e d a t the w e l l which has been necessary f o r the 
w e l l t o produce i n t o El Paso Natural Gas Company's (EPNG's) 
p i p e l i n e which averages 250 p s i and a t times gets as hi g h as 400 
p s i . The engine f o r t h i s compressor r e q u i r e s 8.1 MCFD f o r f u e l and 
maintenance costs average $700 per month f o r the compressor and 
engine. Since the compressor i s owned by the working i n t e r e s t 
owners, only maintenance costs are a f a c t o r f o r c u r r e n t o p e r a t i o n s ; 
however, should i t ever be necessary t o replace the compressor, a 
s i m i l a r r e n t a l package would cost $1250/month. 
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The spacing u n i t f o r the Com No. IE i s presented on Attachment No. 
1 which also presents lease i n f o r m a t i o n f o r the f i v e leases (3 
s t a t e , 1 f e d e r a l & 1 fee) t h a t comprise the 316.65 acre E/2 spacing 
u n i t . The Com No. IE i s l o c a t e d on State Lease LG-3736 and the 
f i v e leases w i t h i n the spacing u n i t are communitized (CA #14-08-
0001-7765). The i n d i v i d u a l i n t e r e s t owners of the Com No. IE, 
along w i t h t h e i r r e s p e c t i v e i n t e r e s t s , are l i s t e d on Attachment No. 
2 and each has been provided a copy of t h i s a p p l i c a t i o n by 
c e r t i f i e d m a i l . Copies of our t r a n s m i t t a l l e t t e r s t o the r o y a l t y , 
o v e r r i d i n g r o y a l t y and working i n t e r e s t owners are presented i n 
Attachment No. 11. 

The Com No. 2 (API No. 30-045-2 3199) was completed October 21, 1978 
i n the Harper H i l l F r u i t l a n d Sand-PC gas pool ( i n i t i a l l y the Harper 
H i l l Fruitland-PC pool and redesignated 11-1-88 i n NMOCD Order R-
8769) and has produced 211,472 MCF as of June 1, 1996. During the 
f i r s t f i v e months of 1996, p r o d u c t i o n averaged 33 MCFD and the 
w e l l ' s p r o d u c t i o n h i s t o r y i s presented on Attachment No. 7. Since 
completion, i t has been necessary t o use a 2 stage compressor 
loc a t e d a t the w e l l i n order t o produce i n t o EPNG's p i p e l i n e which 
averages 250 p s i and ranges up t o 400 p s i . The engine f o r t h i s 
compressor r e q u i r e s 9.3 MCFD f o r f u e l , and maintenance costs 
average $700 per month f o r the compressor and engine. This 
compressor i s owned by the working i n t e r e s t owners of the Com No. 
2. The spacing u n i t f o r the Com No. 2 i s presented on Attachment 
No. 3 which also presents lease i n f o r m a t i o n f o r the t h r e e s t a t e 
leases which comprise the 156.65 acre NE/4 spacing u n i t . The Com 
No. 2 i s l o c a t e d on State Lease LG-3736 and the t h r e e leases w i t h i n 
the spacing u n i t ( a l l s t a t e ) are communitized. The i n d i v i d u a l 
i n t e r e s t owners of the Com No. 2, along w i t h t h e i r r e s p e c t i v e 
i n t e r e s t s , are l i s t e d on Attachment No. 4 and each has been 
provided a copy of t h i s a p p l i c a t i o n by c e r t i f i e d m a i l . Copies of 
our t r a n s m i t t a l l e t t e r s t o the r o y a l t y and o v e r r i d i n g r o y a l t y 
owners are presented i n Attachment No. 11. Upon r e c e i v i n g the 
" r e t u r n r e c e i p t " cards from the Com No. IE & No. 2 i n t e r e s t owners, 
we w i l l provide you copies as evidence of i n t e r e s t owner n o t i c e . 

Dugan Production proposes t o convert the e x i s t i n g gas sales meter 
f o r the Com No. IE w e l l t o a c e n t r a l d e l i v e r y p o i n t (CDP) meter f o r 
gas sales from the Com No. IE & No. 2 w e l l s . This w i l l a l l o w us 
t o use only one compressor t o produce both w e l l s and w i l l a l l o w the 
lease f u e l normally r e q u i r e d by the second compressor t o be so l d . 
I n a d d i t i o n , the o p e r a t i o n and maintenance costs f o r one compressor 
w i l l be e l i m i n a t e d which w i l l r e s u l t i n an approximate 50% 
re d u c t i o n i n o p e r a t i n g costs f o r both w e l l s since the o p e r a t i n g 
costs f o r the s i n g l e compressor w i l l be s p l i t between two w e l l s . 
This w i l l r e s u l t i n an increase i n gas revenues of approximately 
$317/month t o t a l f o r the net i n t e r e s t owners of both w e l l s ( r e f . 
Attachment No. 10) . I n a d d i t i o n , the o p e r a t i n g costs f o r both 
w e l l s w i l l be reduced a t o t a l of approximately $700/month which 
w i l l r e s u l t i n a lowering of the o p e r a t i n g economic l i m i t by 733 
MCF/mo which corresponds t o approximately 12 MCFD per w e l l . 
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Considering an average annual d e c l i n e r a t e of 8% (the w e l l s are 
averaging 6 t o 8%) , t h i s w i l l a l l o w f o r an increase i n u l t i m a t e 
recoveries o f approximately 106,000 MCF t o t a l or 53,000 MCF per 
w e l l . Thus, a l l owners w i l l r e a l i z e an increase i n c u r r e n t gas 
sales and i n u l t i m a t e gas r e c o v e r i e s . 

To i n s u r e the proper a l l o c a t i o n of gas s o l d a t the CDP meter, the 
e x i s t i n g sales meter a t the Com No. 2 w i l l continue t o be used as 
an a l l o c a t i o n meter and w i l l c o ntinuously measure gas volumes 
produced from the Com No. 2. Dugan Production w i l l m a i n t a i n t h i s 
meter f o r a l l o c a t i o n purposes and w i l l have the gas char t s 
i n t e g r a t e d monthly by a commercial i n t e g r a t i o n s e r v i c e along w i t h 
a l l o f our other a l l o c a t i o n c h a r t s . 

A l l f r e e l i q u i d p r o d u c t i o n (both condensate and water) w i l l be 
separated and s t o r e d a t each w e l l and w i l l not be commingled a t any 
time. C u r r e n t l y the Com No. IE i s the only w e l l producing 
condensate and both w e l l s produce only minor amounts of water. The 
only product t o be commingled w i l l be the n a t u r a l gas streams from 
each w e l l . Attachment No. 5 presents a schematic drawing o f the 
e x i s t i n g and proposed p r o d u c t i o n f a c i l i t i e s . This p r o j e c t w i l l 
r e q u i r e the i n s t a l l a t i o n of approximately 350' of l i n e t o connect 
the Com No. 2 meter run t o the Com No. IE compressor s u c t i o n l i n e and 
i s o l a t i n g the Com No. 2 meter run from EPNG's system. We have 
discussed our proposal w i t h EPNG and b e l i e v e t h a t EPNG i s agreeable 
t o t e r m i n a t i n g wellhead sales a t the Com No. 2 and co n v e r t i n g the 
Com No. IE gas sales meter t o a CDP sales meter f o r the Com No. IE 
and No. 2 w e l l s . 

We have als o discussed t h i s a p p l i c a t i o n w i t h the BLM, the State 
Land O f f i c e and Conoco (our only other working i n t e r e s t owner). 
I t i s our understanding t h a t a l l p a r t i e s are supp o r t i v e of our 
proposal and are i n agreement t h a t the proposed metering w i l l 
provide the proper a l l o c a t i o n of gas sales from the CDP meter. 

I t i s our plan t o determine gas sales and pro d u c t i o n as f o l l o w s : 

Com No. 2 gas pr o d u c t i o n = Com No. 2 c h a r t i n t e g r a t i o n volume, 
plus Com No. 2 w e l l s i t e lease f u e l ( c u r r e n t l y none other than 
the compressor which w i l l be elim i n a t e d ) , p l u s any volumes 
purged and/or l o s t p r i o r t o Com No. 2 meter. 

Com No. IE p r o d u c t i o n = CDP sales volume, plus CDP compressor 
and equipment f u e l volumes, plus Com IE w e l l s i t e lease f u e l 
( c u r r e n t l y 1.4 MCFD du r i n g the w i n t e r months f o r a heater 
t r e a t e r plus 8.1 MCFD f o r a compressor which w i l l be 
e l i m i n a t e d ) , plus any volumes l o s t or purged p r i o r t o the CDP 
sales meter, minus Com No. 2 a l l o c a t i o n meter volumes. 

CDP compressor & equipment f u e l t o be a l l o c a t e d between the 
Com No. IE and Com No. 2 based upon the r a t i o t h a t each w e l l s ' 
pr o d u c t i o n ( l e s s o n s i t e lease f u e l and i n d i v i d u a l w e l l purging 
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and/or venting) bears t o the t o t a l s i m i l a r p r o d u c t i o n o f both 
w e l l s . Note - c u r r e n t l y t h e r e i s no CDP equipment planned 
other than the compressor. 

CDP sales volume t o be a l l o c a t e d between t h e Com No. IE and 
Com No. 2 based upon the r a t i o each w e l l s ' p r o d u c t i o n ( l e s s 
o n s i t e lease f u e l , l e s s i n d i v i d u a l w e l l purging and/or 
v e n t i n g , l e s s a l l o c a t e d compressor and CDP equipment f u e l ) 
bears t o the t o t a l s i m i l a r p r o d u c t i o n o f both w e l l s . 

CDP sales BTU and revenues w i l l be a l l o c a t e d between the Com 
No. IE and No. 2 based upon the r a t i o t h a t each w e l l s ' 
a l l o c a t e d sales volume x i n d i v i d u a l w e l l BTU bears t o the 
t o t a l BTUs s i m i l a r l y c a l c u l a t e d f o r both wells.. 

The n a t u r a l gas streams are s i m i l a r i n composition and are 
compatible. The most recent gas a n a l y s i s f o r each w e l l i s 
presented i n Attachments No. 8 & 9. There w i l l be no lo s s i n value 
of the commingled stream as compared t o the value of the i n d i v i d u a l 
streams since the commingled stream w i l l be s o l d based upon BTU 
content. 

Attachment No. 10 presents an a n a l y s i s of the i n d i v i d u a l w e l l 
streams along w i t h revenue values under c u r r e n t operations and as 
proposed. The purpose of t h i s a n a l y s i s i s t o show t h a t t h e r e w i l l 
be no lo s s of value t o e i t h e r w e l l and t h a t the commingled 
pro d u c t i o n along w i t h the use of one compressor f o r both w e l l s w i l l 
have a p o s i t i v e a f f e c t upon both w e l l s and w i l l r e s u l t i n an 
increase of revenue t o the i n t e r e s t owners of both w e l l s t o t a l i n g 
$317/month. 

The Com No. IE & No. 2 w e l l s are the only 2 w e l l s t h a t w i l l be 
a f f e c t e d by t h i s a p p l i c a t i o n . Dugan Production also operates the 
Com No. 1 & 3 w e l l s which are both l o c a t e d i n U n i t J o f Section 2 
(T-29N, R-14W) and have spacing u n i t s t h a t also f a l l w i t h i n the E/2 
of Section 2, however, n e i t h e r t he 1 or 3 w e l l s w i l l be a f f e c t e d 
by t h i s proposal. 

I n summary, Dugan Production requests approval t o convert the Com 
No. IE sales meter t o a CDP f o r the Com Wells No. IE & No. 2 which 
w i l l a l l o w us t o use only one compressor t o produce both w e l l s and 
e l i m i n a t e t he f u e l and expense f o r a second compressor c u r r e n t l y 
being operated. This w i l l r e q u i r e p r o d u c t i o n from t h e 2 w e l l s (one 
spaced 156.65 acres & one w i t h 316.65 acres) t o be surface 
commingled p r i o r t o sales. The CDP sales meter w i l l be on lease 
f o r both w e l l s (the Com No. IE and No. 2 w e l l s are only 341' 
a p a r t ) , however the ownership i s not common t o both w e l l s due t o 
the d i s s i m i l a r spacing u n i t s . The proposed commingling w i l l have 
p o s i t i v e b e n e f i t s f o r a l l i n t e r e s t owners both i n c u r r e n t revenues 
and increased u l t i m a t e r e c o v e r i e s . Since we do not a n t i c i p a t e 
o b j e c t i o n from any i n t e r e s t owner, we request t h a t the NMOCD set 
t h i s case f o r hearing, c a l l the case and i f t h e r e i s no o b j e c t i o n , 
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take the case under advisement. Since we do not expect any 
o b j e c t i o n , we do not plan t o appear a t the hearing unless i t l a t e r 
becomes necessary. 

Should you have questions or need a d d i t i o n a l i n f o r m a t i o n , please 
l e t me know. 

Si n c e r e l y , 

— o. >3*e._ 

John D. Roe 

Manager of Engineering 

JDR/cg 

atta c h s . 
cc: David Catanach, NMOCD - Santa Fe 

Frank Chavez, NMOCD - Aztec 
J e r r y Hoover, Conoco - Midland 
Pete Martinez, NM SLO 
Duane Spencer, BLM FDO 
A l l r o y a l t y & o v e r r i d i n g r o y a l t y i n t e r e s t owners 
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/ hereby certify that the information cor>-
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best of my Itnowier^oe omd h-etief. 

Thomas A. Duoan 
P o s i t i o n 

Petroleum Engineer 
C o m p a n y 

Dugan Production Corp. 
D o t e 

11-1-79 
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Edgar L. R lsenhoover , L . S . 



ATTACHMENT 2 
Dugan Production Corp. 

Com Well No. IE 
Basin Dakota Pool 

Well Location: NENE 2, T-29N, R-14W 
Spacing Unit: E/2 Sec.2, T-29N, R-14W 

(316.65A) 
San Juan County, New Mexico 

INTEREST OWNER INTEREST % 
Net Gross 

Royalty 
State of New Mexico 7.762910 -0-
State Land O f f i c e 
A t t n : Pete Martinez 
P.O. Box 1148 
Santa Fe, NM 87504-1148 

USA - Bureau of Land Management 3.156070 -0-
A t t n : Duane Spencer 
1235 LaPlata Hwy. 
Farmington, NM 87401 

R i l l a E. King 1.576030 -0-
P. O. Box 186 
Dolores, CO 81325 

Ove r r i d i n g Royalty I n t e r e s t 
Marcia M. Daniels 0.030390 -0-
c/o C l o t i l d a M. Pope 
5480 Wisconsin Ave., Suite 814 
Chevy Chase, MD 20015 

Louise Adair McDougal Hadley 0.121550 -0-
2 B l u f f Road 
Swansboro, NC 28584 

Charles Alan McDougal 0.121550 -0-
7928 Rooksley Ct 
Raleigh, NC 27615 

Robert Bruce McDougal 0.121550 -0-
6608 Penny Lane 
B a r t l e s v i l l e , OK 74006 

Anne S. Henderson 0.121550 -0-
2969 Upton St. NW, Apt. 3 
Washington, DC 20008 

Robin Thomas Henderson 0.030390 -0-
5028 River Road 
Bethesda, MD 20016 

Russell Stewart Henderson, J r . 0.030390 -0-
5028 River Road 
Bethesda, MD 20016 

C l o t i l d a M. Pope 0.030390 -0-
5480 Wisconsin Ave., Suite 814 
Chevy Chase, MD 20015 

Working I n t e r e s t 
Conoco, I n c . 5.526610 6.316120 
A t t n : J e r r y Hoover 
10 Conoco Plaza, 10 Desta Drive 
Midland, TX 79705 

Dugan Production Corp. 81.365620 93.683880 

TOTAL WELL 100.000000 100.000000 
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; . : u : ! r < » : : ; « L c c c l i o . i o ! Well: 

1 1 ? ^ fee! (ro.-i tV- Nor th 1070 l e . ' t l l . East line 

,? '?H Fruitland - PC 
Pool 

Haroer Hill FR Sand PC 156.65 A,U. 
1. O' j t t ine the acreage dedicated" to the subject wel l by colored pencil or hne' ;irr. marks on lhe p l n l below. 

2. It" more than one lease is dedicated to the we l l , outline each and identif) the owners])ip thereof (both as lo worl.inp, 

interest and royalty). 

3. I f more than one lease of different ownership is dedicated to the well , have the interests of a l l owners been consoli­

dated by communitization, unitization, force-pooling, etc? 

{X} Yes • No If answer is "yes)' type of consolidation Corrmuni.tization approved January 2, 1979 
copy attached hereto 

I f answer is "no," l i s t the owners and tract descriptions which have actually been consolidated. (Use reverse side of 
th i s form j f necessary.) ' . . ____ 

No allowable w i l l be assigned to the we l l unt i l a l l interests have been consolidated (by communitization, unitization, 

forced-pooling, or otherwise) or unt i l a non-standard unit, eliminating such interests, has been approved by the Commis­

s i o n . 
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ATTACHMENT 4 
Dugan Production Corp. 

Com Well No. 2 
Harper H i l l F r u i t l a n d Sand-PC Pool 

Well Location: NENE 2, T-29N, R-14W 
Spacing Un i t : NE/4 Sec.2, T-29N, R-14W 

(156.65A) 
San Juan County, New Mexico 

INTEREST OWNER INTEREST % 
Met Gross 

Royalty 

State of New Mexico 12.500000 -0-
State Land O f f i c e 
A t t n : Pete Martinez 
P.O. Box 1148 
Santa Fe, NM 87504-1148 

Overriding Royalty I n t e r e s t 

Marcia M. Daniels 0.06:.430 -0-
c/o C l o t i l d a M. Pope 
5480 Wisconsin Ave., Suite 814 
Chevy Chase, MD 20015 

Louise Adair McDougal Hadley 0.245703 -0-
2 B l u f f Road 
Swansboro, NC 28584 

Charles Alan McDougal 0.245703 -0-
7928 Rooksley Ct 
Raleigh, NC 27615 

Robert Bruce McDougal 0.24 51704 -0-
6608 Penny Lane 
B a r t l e s v i l l e , OK 74006 

Anne S. Henderson 0.245700 -0-
2969 Upton St. NW, Apt. 3 
Washington, DC 20008 

Robin Thomas Henderson 0.061430 -0-
5028 River Road 
Bethesda, MD 20016 

Russell Stewart Henderson, J r . 0.061430 -0-
5028 River Road 
Bethesda, MD 2 0016 

C l o t i l d a M. Pope 0.061430 -0-
5480 Wisconsin Ave., Suite 814 
Chevy Chase, MD 20015 

Conoco, Inc. 6.383660 -0-
A t t n : J e r r y Hoover 
10 Conoco Plaza, 10 Desta Drive 
Midland, TX 79705 

Working I n t e r e s t 

Dugan Production Corp. 79.887810 100.000000 

WELL TOTAL 100.000000 100.000000 
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DATE 11/08/85 

EL PASO NATURAL GAS COMPANY 
VOLUME ACCOUNTING DEPARTMENT 

MEASUREMENT DIVISION 
POST OFFICE BOX 1492 
EL PASO, TEXAS 79978 
PHONE:(915) 541-5287 

CHROMATOGRAPHIC GAS ANALYSIS REPORT 

/V°8 

MAILEE 
28730 DUGAN PRODUCTION CORPORATION 

P 0 BOX 420 
FARMINGTON, NM 87499-0420 

METER NUM8ER 90887 - COM #1E 
OPERATOR 1862 - DUGAN PRODUCTION CORP 

ANALYSIS DATE 10/20/95 
SAMPLE DATE 10/16/95 
EFFECTIVE DATE 11/01/95 
EFFECTIVE FOR 6 MONTHS 

TYPE CODE 2 - ACTUAL 
H2S GRAINS 0 
LOCATION D - DANIELS FM 

COMPONENTS 
NORMALIZED 

MOL % GPM 

C02 .90 .000 

H2S .00 .000 

N2 .70 .000 

METHANE 77.55 .'ZOO 

ETHANE 10.68 2. 857 

PROPANE 5.88 1 .821 

ISO-BUTANE .94 . 307 

NORM-BUTANE 1.81 .571 

ISO-PENTANE .57 .209 

NORM-PENTANE .46 . 167 

HEXANE PLUS .51 .223 

100.00 5.955 

SPECIFIC GRAVITY .751 

MIXTURE HEATING VALUE 

(BTU * 14.73 DRY) 1285 

RATIO OF SPECIFIC HEATS .OOO 

NO TEST SECURED FOR H2S CONTENT 



DATE 11/08/95 

EL PASO NATURAL GAS COMPANY 
VOLUME ACCOUNTING DEPARTMENT 

MEASUREMENT DIVISION 
POST OFFICE BOX 1492 
EL PASO, TEXAS 79978 
PHONE:(915) 541-5287 

CHROMATOGRAPHIC GAS ANALYSIS REPORT A/*.? 

MAI LEE 
26730 DUGAN PRODUCTION CORPORATION 

P 0 BOX 420 
FARMINGTON, NM 87499-0420 

METER NUMBER 90381 - COM #2 
OPERATOR 1862 - DUGAN PRODUCTION CORP 

ANALYSIS DATE 10/20/95 
SAMPLE DATE 10/18/95 
EFFECTIVE DATE 11/01/95 
EFFECTIVE FOR 6 MONTHS 

TYPE CODE 2 - ACTUAL 
H2S GRAINS 0 
LOCATION D - DANIELS FM 

COMPONENTS 
NORMALIZED 

MOL % GPM 

C02 .43 .000 

H2S .00 .000 

N2 .21 .000 

METHANE 87.60 .000 

ETHANE 6.46 1 .728 

PROPANE 2.58 .711 

ISO-BUTANE .46 . 150 

NORM-BUTANE .69 .218 

ISO-PENTANE .29 . 106 

NORM-PENTANE .22 .080 

HEXANE PLUS 1.06 .462 

100.00 3. 455 

SPECIFIC GRAVITY .672 

MIXTURE HEATING VALUE 
(BTU * 14.73 DRY) 1183 

RATIO OF SPECIFIC HEATS .000 

NO TEST SECURED FOR H2S CONTENT 



ATTACHMENT NO. 10 
CURRENT & PROPOSED PRODUCTION VALUE 
DUGAN PRODUCTION CORP'S COM NO. IE & COM NO. 2 

CURRENT OPERATIONS 
Com #1E Com n Total 

GAS 
Average Production, MCFD (T^ 52 33 85 
Lease Equipment Fuel, MCFD 1.4 0 1.4 
Compressor Fuel, MCFD 8J. L l 17.4 
Sales Volume, MCFD 42.5 23.7 66.20 
Gas Heating Value, BTU/CF (5) 1285 1183 1248 
MM BTU Sold Per Day 54.61 28.04 82.65 
Revenue - $/Day @ 50.25 25.80 76.05 

CONDENSATE 
Average Production, BPD Q 0.3 0 0.3 
Revenue - $/Day 4.70 0 4.70 
Total Well Revenue - $/Day 54.95 25.80 80.75 

PROPOSED OPERATIONS 

GAS 
Average Production, MCFD 52 33 85 
Lease Equipment Fuel, MCFD 1.4 0 1.4 
Compressor Fuel, MCFD @ 4,9 L2 LL 
Sales Volume, MCFD 45.7 29.8 75.5 
Gas Heating Value, BTU/CF (5) 1285 1183 1245 
MMBTU Sold Per Day 58.72 35.25 93.98 
Revenue - $/Day @ 54.03 32.44 86.47 

CONDENSATE 
Average Production, BPD ( p 0.3 0 0.3 
Revenue - $/Day (5) 4.70 0 4.70 
Total Well Revenue - $/Day 58.73 32.44 91 17 

PROJECTED INCREASE OVER CURRENT OPERATIONS 
$/Day 3.78 6.64 10 42 
$/Month 115 202 317 

Footnotes: 
( p Average for 1st 5 months 1996 

@ Assumes compressor at Com No. 2 is eliminated and fuel is split between No. IE &.No. 2 
based upon well production volumes less lease fuel. 

Q) Current gas analysis - Attachments No. 8 & 9 

Used 1995 average wellhead gas price of $1.01/MMBTU and condensate price of $17.18/bbl 
plus the current San Juan County production tax rate of 8.89% 



mi dugan production corp. 
/ ^ / / K T A >~<r f t / 

C e r t i f i e d Mail - Return Receipt Requested 

July 15, 1996 

Conoco, Inc. 
Attn: Jerry Hoover 
10 Conoco Plaza 
10 Desta Drive 
Midland, Texas 79705 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells No. IE & No. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Mr. Hoover: 

Attached for your review, information and f i l e i s a complete copy 
of the captioned application t o the New Mexico O i l Conservation 
Division (NMOCD). Our records indicate that Conoco has a 6.32% 
working interest i n the Com No. IE and a 6.38% ORRI i n the Com No. 
2. I have discussed t h i s proposal with Mr. Pete Bowser of your 
o f f i c e and i t i s my understanding that Conoco i s i n agreement with 
our proposal. 

We are asking the NMOCD to set t h i s matter f o r hearing on August 
8, 1996 to sa t i s f y the regulatory notice requirements. 

Should you have questions or need additional information, please 
l e t me know. 

Sincerely, 

John D. Roe 

Manager of Engineering 

JDR/cg 

attachs. 

MURRAY DR. « P. 0. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX# (505) 327-4613 



dugan production corp. 

C e r t i f i e d Mail - Return Receipt Requested 

July 12, 1996 

State of New Mexico 
State Land Office 
A t t n : Mr. Pete Martinez 
PO Box 1148 
Santa Fe, NM 87504-1148 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells No. IE & No. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Mr. Martinez: 

Attached i s our check for the $30.00 SLO surface commingling 
ap p l i c a t i o n fee. Also attached f o r your approval i s a complete 
copy of the captioned app l i c a t i o n t o the New Mexico O i l 
Conservation Division (NMOCD). Our records indicate that the E/2 
spacing u n i t for Dugan Production's Com Well No. IE includes state 
leases LG-3736, E-6714-4 and B-11242-43 and th a t the NE/4 spacing 
u n i t f o r Dugan's Com No. 2 includes portions of these same leases, 
which r e s u l t i n the State of New Mexico having a royalty interest 
i n both wells. 

From our e a r l i e r conversations about t h i s matter, i t i s my 
understanding that since t h i s proposal w i l l r e s u l t i n increased 
current revenues to the State along w i t h an increase i n ultimate 
recoveries from both wells, the State Land Office can approve our 
proposed surface commingling. 

We are asking the NMOCD to set t h i s matter f o r hearing on August 
8, 1996 to s a t i s f y the regulatory notice requirements. 

Should you have questions or need a d d i t i o n a l information, please 
l e t me know. 

Sincerely, 

<^-<^ D /3~e_ 

John D. Roe 
Manager of Engineering 

MURRAY DR. • P. O. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX* (505) 327-4613 

JDR/cg 

attach. 
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1111 j dugan production corp. 
d P -

C e r t i f i e d Mail - Return Receipt Requested 

July 15, 1996 

Bureau of Land Management, FDO 
Attn: Mr. Duane Spencer 
1235 La Plata Hwy. 
Farmington, NM 87401 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells No. IE & No. 2 
Basin Dakota £ Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Mr. Spencer: 

Attached f o r your approval i s a complete copy of the captioned 
application t o the New Mexico O i l Conservation Division (NMOCD) . 
Our records indicate Federal Lease SF 078110 comprises 80 acres of 
the E/2 316.65 acre Dakota spacing u n i t f o r the Com No. IE which 
results i n a Federal r o y a l t y interest of 3.15807% i n the Com No. 
IE. Since the spacing u n i t for the Com No. 2 consists only of 
state leases, there i s no federal i n t e r e s t i n the No. 2 w e l l . 

Based upon our e a r l i e r conversations about t h i s matter, i t i s my 
understanding that the BLM should be able to approve t h i s proposed 
surface commingling. 

We are asking the NMOCD to set t h i s matter f o r hearing on August 
8, 1996 to s a t i s f y the regulatory notice requirements. 

Should you have questions or need additional information, please 
l e t me know. 

Sincerely, 

John D. Roe 

Manager of Engineering 

JDR/cg 

attachs. 

MURRAY DR. • P. O. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX* (505) 327-4613 



V dugan production corp. 
s d p : 

C e r t i f i e d Mail - Return Receipt Requested 

July 15, 1996 

R i l l a E. 
P.O. Box 
Dolores, 

King 
186 
CO 81325 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells No. IE & No. 2 
Basin DaXota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Ms. King: 

Attached f o r your review, information and f i l e i s a complete copy 
of the captioned application to the New Mexico O i l Conservation 
Division (NMOCD). Our records indicate that you have a royalty or 
overriding royalty i n t e r e s t i n Dugan Production Corp's Com No. IE 
well. The proposed surface commingling w i l l not change your 
interest i n t h i s well and w i l l provide an increase i n your monthly 
revenues from the w e l l . I n addition, we expect that the ultimate 
recoveries from both wells w i l l also be increased as a re s u l t of 
t h i s proposal. 

We are asking the NMOCD to set t h i s matter for hearing on August 
8, 1996 and should you choose to p a r t i c i p a t e i n t h i s hearing, the 
NMOCD requires you to f i l e a pre-hearing statement at least two 
days p r i o r t o the hearing date. I f you plan to attend the hearing, 
please l e t us know. 

Should you have questions or need additional information, please 
l e t me know. 

Sincerely, 

D. £-e-

John D. Roe 
Manager of Engineering 

JDR/cg 

attachs. 

709 E. MURRAY DR. • P. O. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-182T • FAX* (505) 327-4613 



j _ dugan production corp. 
— d P -

I I C e r t i f i e d Mail - Return Receipt Requested 

July 15, 1996 

Charles Alan McDougal 
7928 Rooksley Ct. 
Raleigh, NC 27615 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production*s Com Wells No. IB & No. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Mr. McDougal: 

Attached f o r your review, information and f i l e i s a complete copy 
of the captioned application t o the New Mexico O i l Conservation 
D i v i s i o n (NMOCD) . Our records indicate t h a t you have a royalty or 
ov e r r i d i n g royalty interest i n Dugan Production Corp's Com No. IE 
and No. 2 wells. The proposed surface commingling w i l l not change 
your i n t e r e s t i n either well and w i l l provide an increase i n your 
monthly revenues from both wells. I n addition, we expect that the 
ulti m a t e recoveries from both wells w i l l also be increased as a 
r e s u l t of t h i s proposal. 

We are asking the NMOCD to set t h i s matter f o r hearing on August 
8, 1996 and should you choose to p a r t i c i p a t e i n t h i s hearing, the 
NMOCD requires you to f i l e a pre-hearing statement at least two 
days p r i o r to the hearing date. I f you plan to attend the hearing, 
please l e t us know. 

Should you have questions or need additional information, please 
l e t me know. 

Sincerely, 

John D. Roe 

Manager of Engineering 

JDR/cg 

attachs. 

709 E MURRAY DR. • P. 0. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX# (505) 327-4613 



j dugan production corp. 
d P -

C e r t i f i e d Mail - Return Receipt Requested 

July 15, 1996 

Robert Bruce McDougal 
6608 Penny Lane 
B a r t l e s v i l l e , OK 74006 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells No. IE & No. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Mr. McDougal: 

Attached for your review, information and f i l e i s a complete copy 
of the captioned application to the New Mexico O i l Conservation 
Division (NMOCD). Our records indicate that you have a royalty or 
overriding royalty i n t e r e s t in Dugan Production Corp's Com No. IE 
and No. 2 wells. The proposed surface commingling w i l l not change 
your interest i n e i t h e r well and w i l l provide an increase i n your 
monthly revenues from both wells. In addition, we expect that the 
ultimate recoveries from both wells w i l l also be increased as a 
result of t h i s proposal. 

We are asking the NMOCD to set t h i s matter f o r hearing on August 
8, 1996 and should you choose to p a r t i c i p a t e i n t h i s hearing, the 
NMOCD requires you to f i l e a pre-hearing statement at least two 
days p r i o r t o the hearing date. I f you plan to attend the hearing, 
please l e t us know. 

Should you have questions or need additional information, please 
l e t me know. 

Sincerely, 

John D. Roe 

Manager of Engineering 
JDR/cg 

attachs. 

709 E MURRAY DR. • P. O. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX* (505) 327-4613 



dugan production corp. 
A/*. / / 

C e r t i f i e d H a i l - Return Receipt Requested 

Ju ly 15, 1996 

Louise Adair McDougal Hadley 
2 B l u f f Road 
Swansboro, NC 28584 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells No. IE & No. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Ms. Hadley: 

Attached f o r your review, information and f i l e i s a complete copy 
of the captioned application t o the New Mexico O i l Conservation 
Division (NMOCD) . Our records indicate that you have a r o y a l t y or 
overriding royalty i n t e r e s t i n Dugan Production Corp's Com No. IE 
and No. 2 wells. The proposed surface commingling w i l l not change 
your i n t e r e s t in either w e l l and w i l l provide an increase i n your 
monthly revenues from both w e l l s . I n addition, we expect th a t the 
ultimate recoveries from both wells w i l l also be increased as a 
re s u l t of t h i s proposal. 

We are asking the NMOCD to set t h i s matter for hearing on August 
8, 1996 and should you choose t o p a r t i c i p a t e i n t h i s hearing, the 
NMOCD requires you to f i l e a pre-hearing statement a t le a s t two 
days p r i o r t o the hearing date. I f you plan to attend the hearing, 
please l e t us know. 

Should you have questions or need additional information, please 
l e t me know. 

Sincerely, 

f—g— 9 

John D. Roe 
Manager of Engineering 

JDR/cg 

attachs. 

MURRAY DR. • P. O BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX* (505) 327-4613 



j dugan production corp. 

C e r t i f i e d Mail - Return Receipt Requested 

July 15, 1996 

Marcia M. Daniels 
c/o Clotilda M. Pope 
5480 Wisconsin Ave., Suite 814 
Chevy Chase, MD 20015 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells No. IE & No. 2 
Basin Dakota & Harper H i l l F r u i t l a n d Sand PC Pools 
Both Wells i n Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Ms. Daniels: 

Attached for your review, information and f i l e i s a complete copy 
of the captioned application t o the New Mexico Oil Conservation 
Division (NMOCD). Our records indicate t h a t you have a royalty or 
overriding royalty interest i n Dugan Production Corp's Com No. IE 
and No. 2 wells. The proposed surface commingling w i l l not change 
your interest i n either well and w i l l provide an increase i n your 
monthly revenues from both wells. In a d d i t i o n , we expect that the 
ultimate recoveries from both wells w i l l also be increased as a 
res u l t of t h i s proposal. 

We are asking the NMOCD to set t h i s matter f o r hearing on August 
8, 1996 and should you choose to p a r t i c i p a t e i n t h i s hearing, the 
NMOCD requires you to f i l e a pre-hearing statement at least two 
days p r i o r to the hearing date. I f you plan t o attend the hearing, 
please l e t us know. 

Should you have questions or need a d d i t i o n a l information, please 
l e t me know. 

Sincerely, 

^—-t^y— 0 fSa^C 

John D. Roe 
Manager of Engineering 

JDR/cg 

attachs. 

709 E. MURRAY DR. • P. O. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX* (505) 327-4613 



dugan production corp. 

11 C e r t i f i e d Mail - Return Receipt Requested 

July 15, 1996 

Anne S. Henderson 
2969 Upton St. NW, Apt. 3 
Washington, DC 20008 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells No. IB & No. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Ms. Henderson: 

Attached f o r your review, information and f i l e i s a complete copy 
of the captioned application to the New Mexico O i l Conservation 
Division (NMOCD) . Our records indicate t h a t you have a royalty or 
overriding r o y a l t y interest i n Dugan Production Corp's Com No. IE 
and No. 2 wells. The proposed surface commingling w i l l not change 
your i n t e r e s t i n e i t h e r well and w i l l provide an increase i n your 
monthly revenues from both wells. In ad d i t i o n , we expect that the 
ultimate recoveries from both wells w i l l also be increased as a 
result of t h i s proposal. 

We are asking the NMOCD to set t h i s matter f o r hearing on August 
8, 1996 and should you choose to p a r t i c i p a t e i n t h i s hearing, the 
NMOCD requires you to f i l e a pre-hearing statement at least two 
days p r i o r t o the hearing date. I f you plan t o attend the hearing, 
please l e t us know. 

Should you have questions or need ad d i t i o n a l information, please 
l e t me know. 

Sincerely, 

John D. Roe 
Manager of Engineering 

JDR/cg 

attachs. 

709 E MURRAY DR. • P. O. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX* (505) 327-4613 



.11. dugan production corp. /" S> /*> f Z-

11 C e r t i f i e d Hail - Return Receipt Requested 

July 15, 1996 

Robin Thomas Henderson 
5028 River Road 
Bethesda, MD 20016 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells Mo. IB & Mo. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Hr. Henderson: 

Attached for your review, information and f i l e i s a complete copy 
of the captioned a p p l i c a t i o n t o the New Mexico O i l Conservation 
Division (NMOCD). Our records indicate that you have a royalty or 
overriding royalty i n t e r e s t i n Dugan Production Corp's Com No. IE 
and No. 2 wells. The proposed surface commingling w i l l not change 
your interest i n e i t h e r w e l l and w i l l provide an increase i n your 
monthly revenues from both wells. In addition, we expect that the 
ultimate recoveries from both wells w i l l also be increased as a 
re s u l t of t h i s proposal. 

We are asking the NMOCD to set t h i s matter for hearing on August 
8, 1996 and should you choose t o participate i n t h i s hearing, the 
NMOCD requires you t o f i l e a pre-hearing statement a t least two 
days p r i o r to the hearing date. I f you plan to attend the hearing, 
please l e t us know. 

Should you have questions or need additional information, please 
l e t me know. 

Sincerely, 

John D. Roe 
Manager of Engineering 

JDR/cg 

attachs. 

MURRAY DR. • P. O. BOX 420 • FARMINGTON. N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX* (505) 327-4613 



j dugan production corp. 

C e r t i f i e d Mail - Return Receipt Requested 

July 15, 1996 

Russell Stewart Henderson, Jr. 
5028 River Road 
Bethesda, MD 20016 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells No. IE * No. 2 
Basin Dakota & Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, New Mexico 

Dear Mr. Henderson: 

Attached f o r your review, information and f i l e i s a complete copy 
of the captioned application t o the New Mexico Oil Conservation 
Division (NMOCD). Our records indicate that you have a royalty or 
overriding royalty interest i n Dugan Production Corp's Com No. IE 
and No. 2 wells. The proposed surface commingling w i l l not change 
your i n t e r e s t i n either well and w i l l provide an increase i n your 
monthly revenues from both wells. I n addition, we expect that the 
ultimate recoveries from both wells w i l l also be increased as a 
re s u l t of t h i s proposal. 

We are asking the NMOCD to set t h i s matter f o r hearing on August 
8, 1996 and should you choose to p a r t i c i p a t e i n t h i s hearing, the 
NMOCD requires you to f i l e a pre-hearing statement at least two 
days p r i o r to the hearing date. I f you plan t o attend the hearing, 
please l e t us know. 

Should you have questions or need addit i o n a l information, please 
l e t me know. 

Sincerely, 

John D. Roe 
Manager of Engineering 

JDR/cg 

attachs. 

709 E. MURRAY DR. • P. O. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX* (505) 327-4613 
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C e r t i f i e d Mail - Return Receipt Requested 

J u l y 15, 1996 

C l o t i l d a M. Pope 
5480 Wisconsin Ave., Suite 814 
Chevy Chase, MD 20015 

Re: Application for Surface Commingling of Produced Gas 
Dugan Production's Com Wells Mo. IE & Mo. 2 
Basin Dakota £ Harper H i l l Fruitland Sand PC Pools 
Both Wells in Unit A, Section 2, T-29N, R-14W 
San Juan County, Mev Mexico 

Dear Ms. Pope: 

Attached f o r your review, i n f o r m a t i o n and f i l e i s a complete copy 
of the captioned a p p l i c a t i o n t o the New Mexico O i l Conservation 
D i v i s i o n (NMOCD). Our records i n d i c a t e t h a t you have a r o y a l t y or 
o v e r r i d i n g r o y a l t y i n t e r e s t i n Dugan Production Corp's Com No. IE 
and No. 2 w e l l s . The proposed surface commingling w i l l not change 
your i n t e r e s t i n e i t h e r w e l l and w i l l provide an increase i n your 
monthly revenues from both w e l l s . I n a d d i t i o n , we expect t h a t the 
u l t i m a t e recoveries from both w e l l s w i l l also be increased as a 
r e s u l t of t h i s proposal. 

We are asking the NMOCD t o set t h i s matter f o r h e a r i n g on August 
8, 1996 and should you choose t o p a r t i c i p a t e i n t h i s hearing, the 
NMOCD re q u i r e s you t o f i l e a pre-hearing statement a t l e a s t two 
days p r i o r t o the hearing date. I f you plan t o a t t e n d the hearing, 
please l e t us know. 

Should you have questions or need a d d i t i o n a l i n f o r m a t i o n , please 
l e t me know. 

Sincerel y , 

John D. Roe 
Manager of Engineering 

JDR/cg 

attachs. 

709 E. MURRAY DR. • P. O. BOX 420 • FARMINGTON, N.M. 87499-0420 • PHONE: (505) 325-1821 • FAX# (505) 327-4613 


