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CASE 6936: . DUGAN PRODUCTION CORPORATIONZ..), /\
| POR. COMPULSORY POOLING, SAN JUAN COUNTY,
| NEW MEXICO
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. © STATE OF NEW MEXICO. ' | -
ENEHGY AND MINERALS DEPARTMENT

OIL CONSERVATION DIVISION

September 15, 1980 ' STATE LA OPFIE B NG
. : - SANTA FE. NEW MEXICO 87501
, 1306) 827-2434
Dugan Production Company.
P. 0. Box 208
Farmington, New Mexico 87401
~Attention: Mr. Tommy Roberts )
-Géntlemen: ’ o - R A
‘The time for commencxng dr1111ng of the required °
well in Order No. R-6397 is extended from October 1,
1980, to November 1, 1980,
It is my understandlng that thls extension is
~necessxtated by drilling rig shortages. ’
Very truly yours,
. JOE D. RAMEY,
Director
|G . N ’
~JOR/dr ' -
~




dugan production corp.

September 11, 1980

Joe D. Ramey, Director

State of New Mexico

Energy and Minerals Department
0i1 Conservation Divisionw

P.0. Box 2088 )

State Land Office Building
Santa Fe, New Mexico - 87501

Re: Case #6936
~ Order #R-6397
Horace Smith #1-R Well

Dear Mr. Ramey:

Pursuant to the terms and prov1510ns of 011,Conservat1on D1v1s1on
Order #R-6397; Dugan Production Corporation ‘is obligated“to com-
mence the drilling of a well at a standard location within a
force-pooled 320 acre gas proration-unit on or before October 1,
1980. However, due to rig availability problems and other dr1111ng

.. commnitments, Dugan Production Corporation will be unable to comply
with this drillihg dead]ine ‘

Spec1f1ca11y, Dugan is committed to commence the dr1111ng of a
Dakota test well under the terms of a farmout agreement on or be-
fore October 1, 1980. ' Dugan Production-has already received two
extensions of the dr1111ng ‘deadline for the farmout test we]l
The rig-which will*be used to drill the’ farmout test well ‘is
presently drilling a Dakota well in T-24=N, R-5-W, Rio Arr1ba
County. We. ant1c1pate the rig will be t1ed up on th1s we]l for
another seven days, at which time the rig will be moved to a
2 pnin T-24-N, R-10-W, San Juafi County, to commence the
. ke farmout test well, mentioned above. Our’ present
Lp /fomplete the dr1ll1ng of- the well in T-24-N, R-10-W,
d the rig to a location in the S/2 of Section 26

2343 L
5- San.Juan: Ccunty, 4o -commence the dritling of the

—~—~—~3-30.N Rl
CONS "RYATON el y@ﬁ by Division Order #R-6397.
SANTA Fg

709 BLOOMFIELD RD. . P. 0. BOX 208 .+ FARMINGTON, NEW MEXICO 87401 . PHONE: 505-325-0238
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o ~ . Joe D. Ramey
T o September 11, 1980
i . Page Two

Therefore, based upon the circumstances outlined above, Dugan
Production Corporation is requesting a thirty day extension,
from October 1, 1980, in which to commence the drilling of the
well required by Division Order #R-6397. An extension of thirty
, days will allow sufficient time to satisfy current drilling
. - obligations. In addition, such an extension resolves the problem
» of rig availability.

Please consider this request at your earliest convenience .and advise
of your ruling. Please advise should you require any additional
information. : - S
Sincerely,

93‘7»101«11 [(Zé(,t

Tommy Roberts
General Counsel

TR:hw
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At b s i A £

‘Attn: Joe D. Ramey, Director

dugan production corp.

July 28, 1980

New Mexico 0il Conservation Division
P.0. Box 2088
Santa Fe, NM 87501

Re: Horace Smith #1=R Well
1640' FSL - 1120' FEL
Sec. 26, T-30-N, R-14-W, NMPM
San Juan County, New Mexico.

Gentlemen:

In accordance with Order #R-6397 éntered by the New Mexico

0i1 Conservation Division effective July 22, 1980, enclosed
please find one copy of our AFE for the drilling and completion
of the above referenced well.

Feel free to contact me should you have:any questions regarding
this matter.

Sincerely, — = . - L “ | | |
© ) |

Tommy Roberts
Landman

-

TR:nw

Enclosure

I G L T

709 BLOOMFIELD RD. « P. 0. BOX 208 - » FARMINGTéN, NEW MEXICO 87401 . PHONE: 505-325-0238
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DUGAN PRODUCT

WELL COST: Final / / Estimate /y/

TON CORP,

;0

1640 FSL - &

| WELL NAME: Horace Smith #1-R Locarzon,Se¢: 26, T-30-N4 Relathis,
!
E’ PROPOSAL: Drill and Complete Dakota replacement well
TANGIBLE surface casing 300 ft 8-5/8 inch @ § 9.00 /ft $ 2700
Production casing 6100 ft 4-1/2 inch @ $4.85 /ft - 29585
: - - ft inch @.§$. . /ft :
“rubing 8100 £t 1-1/2 inen @ 3§ 2.25 /it ~ 13725
: ft inch @ $ /ft
Permanent packer & tubing equipmént <00
Wellhead equipment 9000
Additional valves & fittings 2060
Surface & production equipment 18000
e TOTAL TANGIRIES ... & 78210
INTANGIBLE Location Survey 1nq -
Axcheologist 100 ;
- Road & location construction 3000 :
Water and gas lines ‘ S :
Drilling Footage 6100 _ft @ $_11.00/ft 67100
Day work hrs @ § /hr . i
Day- work 12 hrs @ $175.00/hx 2100 ~
Drill stem test & cores i ;
Mud logging el
~ Open hole logging 8000 -
Rental tools 1000 -
Casing float equipment : 1500
_Trucking ) 1000, .
_Mud 6500
Water 6500~
Cementing Sm:facekcasing ‘2333
: _Production casing .. 12000
Completion Conipletion rig 6000
Perforating 3200
Acidizing 21500
Fracturing 36000
Tank rental . 1500
Trucking X 2000, ¢
Wafer ’ i 2 . ) o3
Rental tools ) ' 2000
Clean up location - 2000
Supervision Adminiéttative 2000 -
Legal B
Field 6000
TOTAL INTANGIBLES $ 175900.
Plus 5 % Contingency 8795
TOTAL WELL COST ' . $ 259905
pate 7/28/80 Partnex's Approval
. Prepared By Thomas A. Dugan Date
- jproved By ,%» X EW By
L~ 7
g, " R - - - ;‘“"‘j'r;)fzxf'ﬁw s




LT STATE OF NEW MEXICO .
S ENERGY anpD MINERALS DEPARTMENT
é\;f/ OIL CONSERVATION DIVISION
'.'\.;-o:’/
BRUCE KING POST OFFICE BOX 2068
GOVERNOR STATE LANO OFFICE BUILDING
LA E R

: . Re:
Mr. Tommy Roberts, Attorney
=- Dugan Production Corporation
Po 00 BOX 208 ’ s
Farmington, New Mexico 87401

Dear Sir:

CASE NO. 6938
ORDER NO. R=6397

Applicant:

__Dugan Procduction Corporation

Enclosed hefewith'aré two copies of the above~referenced

JOE D. RAMEY
Director

JDR/£d

Copy of order also sent to:

_Hobbs OCD_. ... . _
" Artesia OCD

Aztec OCD X
Other ’

Division order recently entered in the subject-case.

(»
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING e

CALLED BY THE.OIL CONSERVATION

DIVISION FOR THE PURFPOSE OF

CONSIDRRING:

CASE NO, 6936
Order No. R~6397

APPLICATION OF DUGAN PRODUCTION
CORPORATION FOR COMPULSORY POOLING,
S8AN JUAN COUNTY, NEW MEXICO.

ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. oa June 25, 1980.
at Santa Fe, Naw Maxico, before Examiner Richard IL. Stamets.

NOW, on this day of July, 1980, the Division _
Director, having considered the testimony, the record, and the

recommendations of the Examiner, and being fully advised in the .

premises,
FIRDB:

(1) That due public notice having been given as roqulrad
by law, the Division has jurisdiction of this cause and the
subjcct matter thereof,

(2) That the applicant, Dugan Production Corporation.
sesks an order pooling all mineral interests in the Dakota
formation underlying the /2 of Section 26, Township 30 north.
Ranqo 14 w‘st. mm, Basin-Dakota Pool. san Jm c:mnty.

riao- o

(3) That the applicant has the right to drill and pro-
poses to drill a well at a standard location thereon.

(4) That thera are interest owners in the proposed pro-
ration unit who have not agreed to pool thoir interests.

(3) 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 o
without unnecessary expense his just and fair share of the gas
"4in sald pool, the subject application.should be approved by
'pogéingiall mineral interests, whatever they may be, within
sa unit.




| Case No. 6936
: Order No. R=6397

i of the subject well and unit.

-for the risk involved in the drilling of the wall.

well costs exceced reasonable well costs.
; per month while producing should be fixed as reasonable charges

! should be authorized to withhold from production the proporhion-

_proportionate share of actual oxpenditurcs required for opornting
- the sublsct well, not in excess of wiat are reasonable, attrib--

(6) That the applicant should be designated the operator

{7) That any non-consenting working interest owner should
be afforded the opportunity to pay his share of estimated well
costs to the operxator in lieu of paying his share of reasonable
well costs out-of produstion.

(8) That any non-consenting working interest owner who
does not pay his share of estimated wcll costs should have

“withheld frem production his share of the reasonable well costs | -3

plus an additional 200 percent thereof as a reasonable charge

(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 reascnable well
costs in the absence of such objection.

(10) ?hat following determination of reasonabla well costs,
any non~consenting working interest owner who has paid his
share of estimated costs should pay to tha operator any amount
that xeasonabla well costs exceed estimated well costs and
should receive from the operator any amount that paid sstimated

(11) That $3500.00 per month while drilling and $350.00
for supervision (combined fixed rates); that the ‘operator

ate share of such supervisicii charges attributable to each non=
consenting working interest, and in addition thereto, the
operator should be authorized to withhold from production the

utablt to each non-consenting working interest.

(12) That all proceeds from production from the subiect
well which are not disbursed for any reaszon 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 pocled
unit to commence drilling of the well to which said unit is
dedicated on or before October 1, 1980, the order pooling saiad
unit should become null and void and of no effeot whatsoever,

I ool ST P
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! Case No. 6936
Orxder No. R=6397

IT IS THEREFORE ORDERED}

(1) That all mineral interests, whatever they may be,
in the Dakota formation underlying the 8/2 of Section 26, -
Township 320 North, Range 14 West, NMPM, Basin-Dakota Pool,
San Juan County, New Mexice, are hereby pooled to form a
standard 320~acre gas spacing and proration unit to be dedi~
cated to a well to be drilled at a standard location thereon.

PROVIDED HOWEVER, that the operator of said unit shall

-commenge the Irilling of-said-well on or before the lat day ~ — |

of October, 1980, and shall thereafter continue the drilling
of said well with due diligence to a depth sufficient to test
the Dakota formation;

PROVIDED FURTHER, that in the event said operator does
not cosmence the HEIIIing,of said well on or before the lst day
of October, 1980, Order (l) of this order shall be null and
void and of no effect whatsoever, unless said operator obtains
a time extension from the Division for good cause shown.

PROVIDED FURTHER, that should said well not be drilled to
compietion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Division Direc-
tor and show cause why Order (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) That aftar the effactive date cf this cordsr and within

Ny ~seve we na VT U eE W W " W W

90 days prior to commencing said well, the operator shall furnish
the Division 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 owner 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 Division and each
knewn working interest owner an itemized schedule of actual well
costs within 90 days following completion of the well; that if
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‘Case No. 6936
Order No. R=6397

no objection to tha actual well costs is received by the Division
and the Division has not objected within 45 days following re-
ceipt of said schedule, the actual well costs shall be the
raasonable well costs; providad however, that if there is an
objection to actual well costs within said 45-day period the
Division will determine reasonable well costs after public notice
and hearing.

(6) That within 60 days following determination of reason-
able well costa, any non-consenting working interest owner who

;nas paid his sihare of estimated costs in advance as provided
'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 resasonable well costs.

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

(A) The pro rata share of reasonable well costs
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 estinated well costs is
furnished to him.

(B) As a charge for the risk involved in the . _
drilling of the well, 200 percent of the pro
rata share of reasonable well costs attribu~
table 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 furni-hod
to hmo

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

(9) That $3500.00 per month while drilling and $350.00

per month while producing are hereby fixed as reasonable charges
for supervision (combined fixed rates); that the operator is
hereby authorized to withhold from production the proportionate
share of such supervision charges attributable to sach non-
consenting working interest, and in addition thereto, the operator
is hereby authorized to withhold from production the proportionate
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Case No, 6936
=0rder No. R-6397

U

share of actual expenditures required for operating such welli, ,,i,_
not in exceses of what are reasonable, attributable to each
non-consenting working 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
under the terms of this order,

(11) That any well costs or charges which are to be paid j 3

interests share of production. and no costs or cha:gas 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 immediately
be placed in escrow in San Juan County, New Mexico, to be paid
to the true owner thereof upon demand and proof of ownexship;
that the operator shall notify the Division of the name and
address of said escrow agent within 30 days from the dato of
first deposit with said escrow agent.

ATV,

(13} That jurisdiction of this cause is retained for the
entry of such further orders as the Division may deem necessary.

STy R e,

DONE at Santa Fe, New Mexico, on the day and year herein-

above delignae-d.
TATE OF NEW MEXICO
OYL CONSERVATION ISION
/
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Rt. 1 Box 193-B |
Santa Fe, New Mexico 87501

Phone (505) 455-7409

SALLY W. BOYD, C:S-R.
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- —IN- THE MATTER OF:

Page 1

STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
OIL COMSERVATION DIVISION
STATE LAND OFFICE BLDG.
SANTA FE, NEW MEXICO
25 June 1980

EXAMINER HEARING
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‘tion for compulsory pooling, San Juan

)

)

- )]
Application of Dugan Production Corpora- ) CASE

)

County, New Mexico. )

)
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BEFORE: Richard L. Stamets
TRANSCRIPT OF HEARING

APPEARANCES

For the 0Oil Conservation Ernest L. Padilla, Esq,
Division: : - Legal Counsel to the Division
State Land Office Bldg.
Santa Fe, New Mexico 87501

For the Applicant: Tommy Roberts, Esq.
‘ : : ' General Counsel ‘ ,
~bugan Production Corporation.
Farmington, New Mexico




.'Rt. 1 Box 193-B

SALLY W. BOYD, C.S.R.
Santa'Fe, New Mexico 87501
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THOMAS A. DUGAN

Direct Examination by Mr, Roberts
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AfpiiCanf Exhibit Three, Letter
Applicant Exhibit Four,ﬁéost Estimate
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Applicant Exhibit Five, Log

Applicant Exhibit-8ix, Decline Curve

Applicant Exhibit Seven, Map
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Page 3
1 MR. STAMETS: We'll call next Case 6936,
2 MR. PADILLA: Application of Dugan Pro-
3 duction Corporation for compulsory poolihg, San Juan County,
4 New Mexico.
° MR. STAMETS: We'll call for appeavances.
6 |l in this case.
7 MR. ROBERTS: Tommy Roberts, General
8 Counsel for Dugan Production Corporation, and I have one wit-~
9 ness.
o , - .
4 3 10 MR. STAMETS: Okay,; is this the same
O &g T o , ‘
EEE " | witness that was qualified and sworn in the last case?
O x=2 v _
n E a
® 3 5%% ? MR. ROBERTS: Yes.
- &8 .
> 3a :
é & 13 MR. -STAMETS: Okay, he is considered
“ 'qualified and sworn in this case.
6
18 .
A - THOMAS A. DUGAN
being called as a witness and having been duly sworn previousiy
18 | L .
I upon his oath, testified as follows, to-wit:
” .
20
o DIRECT EXAMINATION
21 ‘ ’
BY MR. ROBERTS:
n - ' ) LR Iy - -
Q Mr., Dugan, are you familiar with the
2 oo
= _ application in this matter?
A Yes, I am. Dugan Production Corporation |
: 2% , . : .
’ is seeking to force pool the rights as pertain to the Dakota
- L




SALLY W. BOYD, C.S.R.

Rt. | Box 193-B
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Page . 4

formation in the south half of Sectibn 26, Township 30 North,
Range 14 West, San Juén County, New Mexico.

0 Please refer to what's been marked as
Exhibit One and identify'it ané explain its conteﬂts.

A Okay, this is a survey plat, showing the
location ofthe proposed well, thch is to be called the
Horace Smith 1-R Well. K

It's 1ocated‘1640 feet from the south
liﬁe and 1120 feet from the east line of Section 26, ToWnship
ﬁaﬂﬁ;fti!'Range 14 West, SaﬁrJuan County, New Mékico. Theie
are four different leases involved in the proration ﬁnit.

The southeast quarter of -- the south half of the southeast
quarter is a fee lease that is leased to Dugan Production
Corporation.

' The north half 6¥;the southeast guarter
is ‘a Federal lease that is leased ‘to Dugan Production Corpor-
ation.

The north ﬁalf‘of the soutpwest qﬁaftér

is a different Federal lease that Dugan Production Corpora="

_tion has under lease.

and the south half of the southwest quart
er is a Federal lease that Amoco has ﬁnde: lease.
o Please refer to Exhibit Number Two and

identify that exhibit, please.

! ¢

A ~ Okay. This is a letter written by ngan
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say -- I'1l read to you paragraph number two: After careful
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some instructions of what to do.in,case the -- when the well

Page 5

Production Corporation to Amoco Production Company in Denver,
and addressed to B. F. Crockow (sic), and in the letter we
are asking if Amoco would join Dugan Production Corporation
in the drilling of the Horace Smith 1-R Well, and if they
chose not to join, we asked that they farm out ﬁhéir“ﬂﬂ acres,

0 Please refer to what'siﬁeen marked as
Exhibit Number Three andjidentif?méhét exhibit.

A This is a reply from;AmOCO Production

Company from R. J. -- I guess A. M. Romey.

) » I thiﬁkithat‘sARoney.

A ' Roney, excuse me. In the letter they

examination -- ‘after carefully examining our alternatives,

~re Srm-you- f£f-these proposals is~: -
acceptable to us at this time. We therefor elect to be
force pooled in the. subject well.

A _ We are returning your AFE'unsigned‘for'
this reason.

They also go on to tell us what to do in

case we plug the well and so I would say -- they Blsoigive

n
N
{
=]
n3
|_l
(1)}
“
1))
2

i
So I would say that they weren't too en-

thused about the :prospect.

0. Please refer to Exhibit Number Four and
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SALLY W. BOYD, C.S.R.
Rt. 1 Box 193-B
Santa Fe, New Mexico 87501
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24

well?

explain its significance.

A Okay, this is Dugan Production Corporation
cost estimate that was sent along with-Exhibit Number Two,
our letter to Amoco. It indicates that the Horace Smith 1-R

Well would cost a total of $259,905. $7§!2}9hpfﬂthi§rw9g;d”u

-be_tangible costs.

0. Based upoh ybuf experience in-drilling of
this type of weil to this depth, is it your opinion that this

is a reasonable estimate of the cost for drilling such a

A : Yeé, I'd say it was reasonable';nd pro-
b&bly cénsiderably less than a typical Amoco cost'gstimate
for a well -- similar well.

Q | ' Please refer to Exhibit Numbe¥ Five and
ildentify that éﬁhibit. | | ~

A -This is an induction electric log of the

Horace Smith No. 1 Well, which is located in the same gquarter

section as our prbposed Horace Smith 1-R well, and it shows
the Dakota horizon along with the heagipgfdh'thé'log.

And what is the significance of this?

oo

Well, it shows that there are some Dakota

) o | 3 . &
sands, that they aren't the greatest in the world, but it
: {

o+

will probably be a well of some small IP.

0. Would you please refer to Exhibit Nu@her

Six and identify that exhibit?
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3

A Okay. This is -a decline curve on the
Horace Smith No. 1 Well. It would indicate that this well
was first produced in 1965 and produced through 1972. It

produced an average of 1500 Mcf a month. In 1972 the well
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abandoned in October of 1977.

Q. Please refer to Exhibit Number Seven and

identify. that exhibit.

A This is a map showing other Dakota wells
in the area of the Horace Smith 1-R Well. It shows that
theIWell is on the west side'of the Basin Dakota Pool:

It's an edgevwell. And that -- this alsc shows the prc-

duction, cumulative production and last year's production

from the wells in this -~ in Township 30 NOrth,»l4 West.

0 7-6kay, and what conclusione can you draw
from the information illustrated in this exhibit?\'u

A Well, here aééin; that shows that the
»Horape,Smith 1—R'ié an adge well in the Basin Dakota Pool
and that there aren'é;reailf any'outstandiég wells in this

immediate vici

nity.
o Please refer to Exhibit Number Eight
and identify that exhibit.

A | This is page three of Exhibit C of the

SRR B L N T e ke
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Page 8

standard COPAS operating agfeement and it is -- shows what
we propose as the overhead rate.

Q Okay, what are those charges for super-
vision overhead?

A We pfopose $3500’9er month ‘while drilling
ahd‘$3sd per month|while éroducing. |

0 Mr. Dugan, do you propose to be the
operator of this well? |
| A Yes.

.‘v-

0. Have you had an opportunify to evaluate
the risk factor involved in drilling this well? o
A - Well, tﬁe -- it's guite obvious that
you'll méke a smail Dakota well, so the only risk ‘dinvolved
is get your money back, and I'd say tha£ risk is quite highj
0 And what risk do you seek to‘obﬁéin?
A - 1 would propbse thét we{receivé cur
money back plus 200 percent. |

0. To what factors have you evaluated in

seeking -- arriving at that r6covéfy factor?
A Well, because of the low expected'pro—

AQQti§i£f=6f £ﬁé Qeil and highviﬁtefest rates. I think the
estimated payou£¢of the well will be about eight years;

Sb you'd need to_gét an equitable teturn on your money,
you'd need at least 300 percent factor. A 300 percent total

factor, ofryour money back plus 200 percent in addition. -
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R 0. Mr. Dugan, were Exhibits One through

2 Eight either prepared by you or at your direction and under
3 || your supervision?

4 A | Yes,

° | MR. ROBERTS: Nove for admission of

-

6 Exhibits One through Eight:

~)

o In your profeséioﬂal bpihion will the
8 force pooling of the mineral interests underlying the south

® | nalf of Section 26, Township 30 North, Range 14 West, ap-

10 plicable to the Dakota formation, result in the recovery

" of additioﬁal'hydrocarbons, prevention of waste and pro-

2 tection of correlative rights?
3 A, Yes.
4 . , et .
MR. ROBERTS: I have no other questions.
15 . . .
MR, STAMETS: Any questions of this
16 . . . :
witness? He may be- eéxcused.
17 SR e
Anything further in this case?
18 .
‘ The c¢ase will be taken under advisement.
19 " '
20
21
22
24
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STATE OF NEW MEXICO
ENERGY AND MINERALS DEPARTMENT
O1L COUSERVATION DIVISION
STATE LAMD OFFICE BLDG.
SAUTA FE, HLEW MEXICO

25 June 1930

EXAMINER HEARING

IN THE MATTER OF:

Nl Nt Nt St Nt S ut

Application of Dugan Production Corpora- CASE
tion for compulsory pooling, San Juan 6936
County, New Mexico.
BEFORE: Richard L. Stamets
TRANSCRIPT OF HEARING
APPEARZNCES
For the 0Oil Conservation Ernest L. Padi11a, Esq. .
- Division: ) : Legal Counsel to the Division

State Land Office Bldg. ,
~ Santa Fe, New Mexico 87501

- Tommy Roberts, Esq.
General Counsel ‘ o
Dugan Production cOrnorag;gn
Farmington, New Mexico .
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N N ) .
L MR, STAMETS: We'll call noxt Case 6936.
2 MR, PADILLA: Apnlication of Dugan Pro-
3 duction Corporation for compulsory pooling, San Juan County,
4 | New Mexico. ’
5  MR. STAMETS: We'll call for appearances
6, in this case. 4 | ’
7 MR, ROSERTé: - Tommy kéberﬁé}"éénéral
8 Counsel for Dugan Production Corporation, and I have one wit-
9, ness,
x‘ ) e .
B 3 10 ‘ : - MR, STAMETS: Okay, is this the same
rag " o ) ’ . ‘
a ;iﬁ witness that was gualified and sworn in the last case?
< O x=2
: @3 12 :
’: 3 -_:Z_g ' MR. ROBERTS: Yes.
&% 5
- i1 13 o « . o
3 L] ) MR. STAMETS: Okay, he is coisidered
s ,
" o ‘
' - qualified and sworn in this case.
15
' ‘.
- THOMAS A. DUGAN
17 ' ' o R
‘| being called as a witness and having been duly sworn previously
. upon his oath, testified aé‘foilows,lto~wit:'
S N DIRECT EXAMINA';‘IO@ o :
it . ok IR e .
BY MR. ROBERTS:
n | o TA00 o = an mamon  wpmem Bamaed T L oane cad AL LB
4] Mr. Dugan, are you famiiiar with tas
N || application in this matter?
o A Yes, I am. Dugan Production Corporation |
is seeking to force pool the rights as pertain to the Dakota <

SRR R 3 AW B R N A AT
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. formation in the south half of Section 26, Township 30 North,
2 Range 14 West, San Juan County, Hew Mexico.
3 Q Please refer to what's been marked as
| 4 Exhibit One and ideﬁti'fy it and explain its contents.'
: R | Okay, this is a survey plat, ahowing the
s 1(;cation ofthe proposed well, which is to be called the
" | Horace Smith 1-R Well.
® | It's located 1640 feet from the south
, ’ line and 1120 feet from the east line of Section 26, Township
‘§- Eg 1‘3‘“ _ 30 North;_ Range' 14 Wes;:,San Juan County, New Me‘cico —'f;'here '
g%g% " are foﬁgdifferent leases involved in the proration unit.
;g:f% 2 The southeast qﬁarter of ~-- the so,ﬁth“’half of the southeast
R L N I e . S S el
:-“-; @ quarter 1s a fee lease that 1s Leasea,-t»obougan Production
Corporation.
| The north half of the southeast quarter
18 18 a Federal lease that is leased to Dugan Production Corpor-
A atig;l. S r -
8 o B
The north half of the southwest gquarter
® is ﬁ.diéferenf Fe&éfal léase that D;gan Production Corpora-"
zo - tin has under lesse. B
“ And the south half of the southwest quart
| “ er is a Federal lease that Amoco has under 1ea§é. |
2 0 Please refer to Exhibit Number» Two and
“ videntify_that exhibit, please. ’
* ’“A. ‘_kaay. ‘This is a letter i_l;ritten‘ by‘Du’gjan
‘
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Production Corporation to Amoco Prodﬁction Company in Denver,
and addresaed to B. F. Crockow (sic), and in theo letter we
are asking if Amoco would join Dugan Production Corporation
in the drilling 6f the Horace Smith 1-R Well, and if they
chose not to join, we asked thatitheyrfarm out théir 807acrés,

0 Pleagse refer to what's been marked as

TEXhibit Number Three and identify that exhibit.

A This is a reply from Amoco Production
Company from R, J. -- I guess A. M. Rdéey;

| o o think that's Roney.

A '~ Roney, excuse me. In the iatter they
say -~ I'll/read_ﬁo you paragraph number tﬁo: After careful
ter Garsfully examining ’
we regret to inform you that neither of ﬁhasg proposala*iéi?‘
accéptable to us at this time. We théreforwelect}tb”ﬁé :
force pooled in the-suhject‘ﬁeil. |

‘We are returning your AFE unsigned for

‘this reason.

They also go on to tell us what to do in

case we plug the well and so I would say -- they also give ~',:5

some instructions of what toAdo'in case the —-- when the well

{_g cg%-ﬂ otad

- &
e

So I would say Eh&t they waeren't too en-
thused abo@t the prospect.

o Please refer to Exhibit Number Pour and




SALLY W. BOYD, C.S.R.

Rt. ¢ Box 193-B. :
Santa Fe, New Mexico 87501

Phone (505) 455-7409

© this type of well to this depth, is it your opinion that this

- for a well -- ai .11.5 woll.

" identify that exhibit.

explain its significance.

A '~ Okay, this is Dugan Production Corporation
cost estimate/that was sent along with Exhibit Number Two,
our letter tb Amcco; It indicates that the llorace Smith 1-R
Well would cost a total of $259,905, $75,210 of this would
be tangible costs.

.
<

& Based upon your experience in drilling of

is a reasonable estimate of the cost for drilling such a
¢+ A Yes, I'd say it was reason&ble and pro-

bably considerably less than a typical Amoco cost estimate

Q- Please refer to Exhibit Number Five and

A ‘This is an induction electric‘log of the

Horace Smith No. 1 Well, which is loc ed in the same quartef
~ section as our prOPOSed"Horaée Smith 1-R well, and it shdwsf
the Dakota horizon along with the.heading on the log.
| 0 : And what is the significance of this?
A Well it shows that ‘there are some Dakota
sands, that they aren't the greatest in the world, but it
will p:obably be a well of some small‘IP. :
Q Would you please refer to Exhibit Number

Six and identify that exhibit?




s
)
SALLY W. BOYD, C.SR.

Ri.1Bex 193-B
Santa Fe, New Mexico 87501 .

Phone (505) 4557409

10

n-

12

13

1%

16

”

18

B X B N

Page

~3

A, Okay. This is a decline curve on the

Horace Smith No. 1 Well. It would indicate that this well

was first produced in 1965 and produced through 1972. It

produced an average of 1506 Mcf a month. In 1972 the: well
got a hole in the casing. The operator at that time chose
to plug the well rather than vepair the hole in the casing.

The Horace Smith No. 1 Well was finally

abandoned in October of 1977.

o Please refer to Exhibit lumber Seven and -

identify that exhibit.
A This is a map showing other Dakota ﬁella
in the area of the Horace Smith 1-R Well. It shows that

the well is on the west side of the Basin Dakota Pool.

It's an edge well, Anci“that -- this also shows the pro-

duction, cumulative production and last vear's production
from the wells in this -- in Township 30 North; 14 West.

0. Okay, and whatconcluéions can yéu draw
from the information illustrated in this exhibit?

A Well, here again, that shows that the

Horace Smith 1-R is an adge well in the Basin Dakota Pcol

and that there aren't really any outstanding wells in this

zimmediate viclhity.

0 Please refer to Exhibit Number Eight

and identify that exhibit.

A This is page three of Exhibit C of the
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Aan
1 standard COPAS operating agreement and it is -- shows what
2 we propose as the overhead rate.
’ 3 Q Okay, what are those charges for super-
4°| vision overhead? ’
? A Vle proposc £3580 pexr month while drilling
6 and $350 per month while producing.
7 | Q Mr. Dugan, ¢do you propose to be the
s operator of this well?
s A, Yes.
e ,.§_ §§ ) Q. _ Have you ‘had an opportunity té evalqate i
g 535 M | the risk factor involved in drilling this well?
f N 2 §§,§ 12 . Y
SO ;zg N A Well, the ~-- it's quite obvious that ;
% ;':' ém 13 you'll ma};g a small Dakota well( rso the Vonlr_\i{ risk inyoh{gd 4 ;
| ’ - : 14 :is get your money baék, and I'd say tk}at risk if qﬁite high’. ;
» : _ 15 ‘ o  And what ?is}: do Yt’u ‘seek to obtain?
' 4 16‘ A I would propose that we recelve our
7o money back plus 200 percent.
' .:18 J To what factors ﬁaVe you evaluated in =
" seeking -- arriving at thatAreccvery fac"..i:ér‘?r 1
2 A Welll, because of i;he “low expect’ed pro-~ | ‘
_ " ductivity of the well and high interest rates. I think the
, 2 estimated payout of the well will be about eight years, 4
; = So you*d need to get an eqtﬁi’itable return on your money,
“ you'd need at least 300 percent factor, A 300 peréent total ‘
® fac;tor;, or your mbney back plus 200 penrcent in addition.”
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0 Mr. Dugan, were Exhibits One through

Eight either prepared by you or at your direction and under

your supervision?
A, Yes.
MR. ROBERTS: Move for admission of
Exhibiis One throughiﬁight. |

0. In your vrofessional opinion will the

- force pooling of the mineral interests undetlying the south

half of Sectiqn 26, Township 30 North, Range 14 West, ap-
plicablelto the Dékcta fornation, result‘in the recﬁvery
of additional‘hydfocarbo;s, prevention of waste and pro-.
tection of correlative fights?
| A, Yes.

MR. ROBERTS: I ﬁave no»éther questions.

MR. STAMETS: Any questions of this lv
witness? He may be excused.

| Anythiﬁq further ih/thiS’case?

The case will be taken under advisement.

.
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Suprescdes ()0n

WELL \)CATION AND ACREAGE DEDICATION' /\T Litective 1-1-6%
All diatances must by lrom the culer houndories of the Seciioa.

Opututor < Lease wWell tHa, |
| Dugan Production Corporatlon Horace Smi th 1R 1
Tintt Letlee Uretinn D Township - Hunqe Counly

i 26 30 North 14 West San Juan
Actual Foota > Locntinu at woll; . 3

1640 tnet feom tho South line onl 1120 {rot Trom the East Itne
Ground Lgvol Elus, Producing Formoatton - Pool - ’ Dedicated Acriage:

5583 Dakota : Basin ' 320 _hetes

1. Outline the acreage dedicnled to the subject well by colored pencil or hachure marks on the plat below,

2. Ul more than onc lease is dedicated to the well, outline each and ulcnufy the ounershlp therenl (both as to \\orklnu '
interest unrl royalty).

3. Il more than one lcase of dlffetcnt onnerbhm is dedicated to the well, have the interests of all owners hcen consoli-
dated by commumtunhon unitization, focce- nonlmg cte?

[T] Yes l. ] No If answer is “yes!’ type of consalidation .. _ .. . .

If answer is ‘‘no]’ liet tiic owners and truct descriptions whlch have actually been consolldated (Use reverse side of
this form il necessary.)
No allowable will be assigned to the well until all interests have been consolidated (by communitization, unitization,
forced-pooling, or otherwise)or uatil u non-standard unit, eliminating such interests, has been approved by the Coinmis-

smn. .

CERTIFICATION

I hereby certify that the information con-
toined herein is t1ive .and complete to the

* bestof my ’:nosv_:[edge and Gelict.

Name

Position

Caompan y

Date

-—..,_—-—-—._4——_._-_—.-r.—-—-_—__
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: : O O oD P Sad ko tint T 5
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Shiaaialiia I B AR e R ’lll ONV'I 03‘51 \\\\
- ; e, o
| , Nygesavdt”
v ] . Co- Cate Surveyed
1 . y 3o - 0
11640' e . 1| March 13, 1980
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| an.i-or t. =t Surveyor
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; 2B Avoco Production Corp. g Dugar o dic s LT
* gan Production Corp. : Dedicated A
NM 0206994 . L Winifred Lease | creage
g ' " Fee

Dugan Production Corp.
- Horace Smith Lease

2 NM 0206994

3

5 & DOugan Production Corp.

) Jacobs Lease

: ) i NM 33050

: APPLICATION FOR COMPULSORY POOLING

¥ S2 of Sec. 26, Y30N,R14W /

Dakota Format1on San Juan County, New Mexico
Case No. 6936 Exhibit No.




il O Q
e dugan production corp.
~ March 20, 1980 _ APPLICATION FOR COMPULSORY POOL ING
- 52 of Spc. 26, T30N, RI4W
e T . Dakota- Fov‘m.atmn, San Juan County,; MM
Amoco Production Company Case No. 6936 v I
Denver Region . xhibit Ng. 2
Security Life Bldg. . _ #

Denver, Colorado 80202
Re: Horace _Smith #1-R Well

rToAAD AL TR
104V l'.)L - 1126*' FEL

Sec. 26, T-30-N, R-14-W, NMPM
San Juan County, New Mexico

ATTN: B. F. Pracko

_Gentlemen: - o e

We propose to drill and.complete the above referenced well &s
a Dakota replacement well at the above stated location. It
-is our intention to dédicate the Si of Sec. 26, T-30-N, R-14-W,
to this well. Our records indicate you own the Dakota rights
under approximately 80 acres comp051ng the St of the Sk} of
said section.

_We would, therefore; request that _you join us in the dr1111ng
of the proposed well or, in the” alternative, you permit us to
farm-in the 80 acre tract compos1ng the 5%- of the SWi of said
section.

Enclosed you will find two: cop1es of our AFE for ‘the dr1ll1ng
and completion of said well. If you should agree to join us
in the drilling of said well, and you find our AFE acceptab]e,
please execute one copy and return it to us.

We Yook forward to your early response to our proposal.
‘Sincerely,

Droramin fedeie:

Tommy Roberts
Landnian

TR:nw

Encliosure

709 BLOOMFIELD RD. -« P. 0. BOX 208 . FARMINGTON, NEW MEXICO 87401 . PHONE: 505-325-0238

N N N T e T T T T WMy e Ty e e T e et hmpeymoeec it oes et s en e e e e e e g s
T R BT T RIT TN LTI I ST e PRI o & 0 U O o S R S T S N




Amoco Production Company

Denver Region
Security Life Building
DOsnver, Co!oxado 80202

Western Division

A.M. Roney 303-820-4040

. Division Production

Manager

April 18, 1980

Mr. Tommy Roberts
Dugan Production Corp.
709 Bioomfield Road

P. O.

Box 208

Farmington, NM 87461

' File:

_Dear

WDF-494-WF

Mr. Robertss

Horace Smith No. 1-R Well

1640°'

FSL 1120' FEL Section 26-T30N-R14W, NMPM

San Juan County, New Mexico

This

is in reference to your letter dated Miarch 20, 1980,

requestlng our approval to either join in dr1111na the aboave
capt1oned well or permitting farm-out of the 80 acre tract
composing the S/2 of the SW/4 of said section.

After carefully examining our altetnatlves, we regret-to
inform you that neither of these proposals is acceptable

to us at this time. We therefore elect to be force-pooled

in the the subject well. We are returning you AFE, unsigned,
for this reason.

The followlng information will be requ1red by Amoco on the
akove well“in which you operate:

1, A daily drilling report by phone, telegraph, or teletype
’ starting with constructlon of the road and location.
2. One set of f1e1d prlnts of all electrlc logs.
3. One set of f1na1 prlnts of all electric loéé.
4. A copy “of Sundry Notlces and State Regulatory Body
eriﬂQ- .

5. . API well number.

APPLICATION FOR COMPULSORY POOLING

S2 of Sec. 26, T30N, R14W

Dakota Format1on San Juan County, New Mexico

Case No. 6936

Exhibit No. 3
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>APPLICATION FOR r'OI"'IPIJLSORY ‘POOLING

Tommy Roberts
April 18, 1980
Page Two

The above is to be furnished to: R. W. Schroeder
District Superintendent
Amoco Production Company
501 Airport Drive
Farmington, NM 87401

In addition to the above information going to our District
Superintendent, the following will be furnished by mail to
the Western Division Engineering Manager, Amoco Production
Company, Security Life Building, Denver, Colorado 80202,

if and when it becomes available: S T

1. Electric logs, all types, including gas detector logs.

Folded Sepia Prints 1l
Field Prints . 2 o .
* Final Prints 2 o . L T
2, Dipmeter, DST, wireline tests, core analyses 3

3. Directional surveys, oil, gas and water analyses 2

4. Bottom hole pressure surveys, sundry notlces,
and ‘State Regulatory Body forms

-

On matters concerning drllllng operations on th1s well,
1nc1ud1ng plugging and abandonment, contact one of the following
in Denver, Colorado: .

K. C. wWilliams R. J. Covlin
303 820-4040 (office) 303 820-4040 (office)

J. L. Krupka _

Yours very truly,

S2 of Sec. 26, T30N, R14W

Dakota Format1on, San Juan County, New Mexico
Case No. 6936

Exhibit No. 3 Page 2




Final /_/ Estimate [y /

DUGAN PRODUCTION CORP,

1640' FSL - 1120' FEL

WELL WAME: Horace Smith #1R LOCATION: Sec 26 T30N_R14W
- PROPOSAL: Drill and complete Dakota replacement well
TANGIBLE Surface casing 300 ft'8-5/8 inch @ $ 9.00 /ft $_2700 |
Production casing 6100 ft4 1/2 inch @ § 4,85 /ft 29585
inch @ § /Et :
, Tubing EIU ftl 1-1/2 inch @ § 2.25 /ft 13725
- ft inch @ $ " /ft
f Permanent packer & tubing equipment : __ 200
g welinead equipwent .. ..9000
Additional valves & fittings - 2000
Surface & production equipment B 18000
- TOTAL TANGIBLES $75210
INTANGIBLE  Location Survey 100
: ) Axcheologlst 100 )
o Road & location construction 3000 ‘
water and gas lines ‘ ;
prilling Footage 6100 ft @ $11.00 /ft 67100
‘pay work hrs @ $ - /hr 3
pay work .12 hrs @ $175.00/hx" 2100
Drill stem test & cores - C
Mud logging - ' == ;
Open hole logging - 8000 .
Rental tools 1000 3
Casing float equlpment 1500 ]
Trucklng 1000
Mud o 6500
Water 6500
Cementing Surface casing 2000
: - 12000

A e P

Dv-nanrv'l'wnn r‘a_ jng

ggpn1n+1on rla
Perforating
Acidizing
Fracturing

Tank rental
Trucking

Water ‘
Rental tools

A Clean up location

Supervision Administrative
Legal

Field

‘Dakota” Formatlon San

APPLICATION FOR COMPULSORY P ]
S2 of Sec. 26, T30N, R14W. OOLING

Case No. 6936 Juan County, New Mexico

Exhibit No. {7L

12000

6000

TOTAL INTANGIBLES K 175900
Plus _5 % contingency 8795
$ 259905

TOTAL WELL COST

Date

3-19-80

‘Partner's Approval

Pre

a0

axcd By Thomas A. Dygan

'».nv-r\‘_'("d By

L4 ’
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APPLICATION FOR COMPULSORY POOLING

S2 of Sec. 26, T30N, R14W -

Dakota Formation, San Juan Cougib, New Mexico
Case No. 6936

'Exhibit No. ¢

st el
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ARG G e IS

10.

11,

12,

1.

Taxes

Qll taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
t}:on thercof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the
arties.

’
Insurance

Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
ties. In the event Joint Operations are conducted in a slate in which Operatlor may act as self-insurer for Work-
men’s Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator's
cost not to exceed manual rates.

Other Expenditures

Any other expendxture not covered or dealt with in the foregoing provisions of this Section II, or in Section III
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operatlons

III. OVERHEAD

Overhead - Drilling and Producing Operations

i.. As"compensétion for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either:

( ) Fixed Rate Basis, Paragraph 1A, or
( ) Percenfage Basis, Paragraph 1B.
Unless otherwise agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices

and salaries or wages plus apphcable burdens and expenses of all personnel, excepi those directly chargeable

under Paragraph 24, LSectlon II. The cost and expense of services from outside sources in connection with

IR P

PN R

nuute‘.c ‘of taxation,- “‘uf;i\., aCCuuuuns or matters-beforeor .nvoum‘g EOVET lllllCll¥dl agEuLlca shall be LOnaldExcu""

as mcluded in-the Overhead rates provided for in the above selected Paragraph of this Section IIT unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account. ¢

ii. The salarles wages and Personal Expenses of Technical Employees and/or the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall ( ) shall
not () be covered by the Overhead rates.

B
C

A. Overhead - Fixed Rate Ba51s 4
(1) Operator shall charge the Joir_it Account at the following rates per well per month: .

Drilling Weli Rate $_3.500.00

Producing Well Rate $ 350.00

(2) Appllcatxon of Overhead - Fixed Rate Basis shall be as follows:

(a) Dn]hng Well Rate
[1] Charges for onshore drilling wplls shatl begm on thé date the well is spudded and bermmate on

the date ‘the drilling or completion rig is released, whichever is later, excepi that o charge shall’

be made during suspensxon of drilling operations for fifteen (15) or more consecutive days.

[2] Charges for offshore dnllmg wells shall begin on the date when drilling or complet:on equipment
arrives on location and terminate on the date the drillihg or completion equipment rhoves off loca-
tion or rig is released, whichever occurs first, except that no charge shall he made during suspen-
sion of drilling operations for fifteen (15) or more consecutive days

[3) Charges for vells undergomg any type of workover or recompletion for a period of five (5) con- .

secutive days or more shall be made at the drilling wel rate. Such charges shall be applied for
the period from date workover operatlons with rig, commence through dabe of rig release, except
[P 3 S O gy ~ mnmmanarsblera

— o e Al Bo enn T n Decaalan o mrmae mae o P - ~
that 1v \.hﬂl BLdll oe lllduc uululg huapcuaxuu UL uyt:.lauuua 1UL llllecll \LU) or 'l'iui'(: Lvumhuvc

days.
(b) Producing ‘Well Rates

[1]5An active well either produced or injeéted into for any portion of the month shall be considered &

as a one-we]l charge for the entire month.

[2] Each active compleuon in a multi-completed well in which production is nol commmgled down
‘hole shall be c0n51dered as a one-well charge providing each completion is considered a separate
well by the governing regulatory authority.

[3] An inactive gas we!l shut in because of overproduction or failure of purchaser {0 take the produc-
tion shall be considered as a one-well charge providing the gas well is directly connected to a per-
manent sales outlet.

[4]1 A one-well charge may be magde for the month in which p]t‘mging and abandonment operations”’

are completed on any well

{5] All other inactive wells (including but not limited to mactwe wells covered by umt allowable
lease allowable, iransferred allowable, eic.) shall not qualify for an overhead charge.

(3) The well rates shall be adjusted as of the first day of April each year following the effective date of the
agreement to whxch this Accounting Procedure is attached. The adjustment shall be computed by multi-
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of
Critde Peiroleum and Gas Production Workers for the last calendar year compared to the calendar year
preceding as shown by the index of average weekly earrings of Crude Petroleum and Gas Fields Produe-
tion Workers as published by the United States Department of Labor, Burcaun of Labor Statistics, or the
eguivalent Canadian index as pubhshed by Statistics Canada, as applicable. The adjusted rates shall be
the rates currenily in use, plus or minus the computed adjustment.
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All dlatances must by fram the cutor houndoarlss uf the Secilon.

Opyrator L g “Well !iu.
Ougan Production Corporation Horace Smith 1R -
finft Leftee UreAlon Towurhip Runge County
i 26 - 30 North 14 West San Juan
Aciunl Foota s Locatlon nl Wall: . . -
1540 Inel from the South Har and 1120 {rnt {eom tho East Une
Gtound Lgvol Elur, Praducing Focmuotton Pool ) Ovdicated Acteange;
5583 Dakata Basin 320 Acres

ceoe —duted by communitization-unitization, for

l. Qutline the acrcage dedicnted to the subject well by coloced peacil or huchure macks on lhc plat below,

[f more thas onc lease is dedicated to the \\cll outline euch und ulenhfy ‘the owuers‘np thereof (both us to \\orkln-r

_

interest and Foyuity).

3. If more than one lcase of different ownership is dedicated to the well, have the interests of all owners been coasoli-

o
o anling s10?---
< aing, ol

2'..6 H

.r

U Yesm () No

‘nol’ |:st the owaners and truct dcscnptlons \vhlch have uctually been consolidated. (Lsc reverse side of

it answer is *‘yes]’ type of Acb'nsniiiiﬁﬁnn .
If answer is *
this form il necessary.)
No allowuble will be assigned to the well until all interests have been coasolidated (by communitization, unitizatien,
forced-pooling, or otherwise)or until a non-standard unit, eliminating such interests, has been approved by the Commis-
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$2 of Sec. .26, T30ON, R14W

Amoco Production Company Case No. 6936
Denver Region Exhibit No. 2

Dakota Format1on San Juan County, New Mexico

Security Life Bldg. -
Denver, Colorado- 80202

Re: Horace Smith #1-R Well

ILAND l't'l R LT E!.'l
10V ToL = 1iev

Sec. 26, T-30-N, R-14-W, NMPM
San Juan County, New Mex1co

ATTN: B. F. Pracko

__Gentlemen:

We propose to drill and. complete the -above referenced well as
a Dakota replacement well at the above stated -location. It

js our intention to dedicate the Si of Sec. 26,:T-30-N, R- 14-W, _

to th1$ well. Our records indicate you own the ‘Dakota r1ghts
~ under approximateiy 80 acres comp051ng ‘the Si of the SWi of -
said sect1on

_We would, therefore, request that you- Jo1n us in the drilling-
of the- proposed well or, in the alternative, you permit us to
farm-in the 80 acre tract compos1ng the S of the SW} of said
section.’

' Enclosed you wWill find ‘two: cop1es of our AFE for the drlllIng

and completion of said well. If you should agree to join us
in the dri1ling of said well, and 'you find our AFE acceptable,
p]ease execute one copy and return it to us.

* We look forward to your early response to our proposal.

- Sincerely,

Tommy Roberts
Landman

TR:nw

Enclosure

709 BLOOMFIELD RD. .« P. 0. BOX 208 o FARMINGTON, NEW MEXICO 87401 . PHONE: 505-325-0238

e et s wein s s s s ek < e S e L e s & ¥ R poame o= e - - - -
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Amoco Production Company

Denver Region
Security Life Building
Denver, Colorado 80202

. Western Division
A. M. Roney 303-820-4040

Dnisicn Production
Manager

April 18, 1980

Mr. Tommy Roberts

Dugan Production Corp.
-709 Bloomfield Road .
P. O. Box 208
Farmington, NM 87461

File: WDF-494-WF
Dear Mr. Roberts:
Horace Smith No. 1-R Well

1640' FSL 1120' FEL Section 26-T30N-R14W, NMPM
San Juan County, New Mexico

-Phis is in reference to yocur-lettar-dated March 20, 1980,
requestlng our approval to either JOln in dr1111ng the above
(..apc.loneu well or permitting farm-out Of the 80U ‘acre tract
comp051ng the S/2 of the SW/4 of said section.

After carefully examining our alternatlves, we regret to
inform you that neither of these proposals is acceptable

to us at this time. We therefore elect to be force-pooled
in the the subject well. We are returning you AFE, unsigned,
for th1s reason.

The tollow1ng 1nformat10n w111 be requ1red by Amoco on the .
above well in which you operate: '

1. A daily dr1111ng report by phone, telegraph, or. tele;ype
starting with construction of the road and location.

2. One set of field prints of all electric logs.
.3, One set of final prints of all electric logs.

4. A copy of Sundry Notices and State Regulatory Body
forms. :

5. API well number,

APPLICATION FOR COMPULSORY POOLING '
S2 of Sec. 26, T30N, R14W

Dakota Formation, San Juan County, New Mexico
Case No. 6936

Exhibit No. 3
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Tofimy Rober ts
April 18, 1980
bPaye ftwo

the above fs to be Furilshed to:

‘R, N. 8chtoeder

bigkyict Buperiitendeit -

Affuro Broduction Coipany

591 Alrpott brive
tarminyton, NM 87401

th addition to the above inkormation gdiﬁg,tu olr blutriet
Superintendent; the followluy will be Furhighed by wmatl to
the Westerd blytelon Kagldeetiny Mdndager; Awocs Brodidgtisu

Cotipaly; Becukity hite aulldin%.
it and when {t bbecoties avstiables

Beniver; tColorado BOIG3,

1. tlectiie 1oyd, all types, tncludiny gas detectur oy,

Folded Bepla Pritits |
Fleld Prints 2
#ifal Prints , 2
2. Dipmeter; b8Y, witeline tesks; core analyses 3

3. Dbirectional surveysd; oll; gag and water analyses 3

4. Bottom hole pressure sutveys, sundey hotlees,
: dahd Btate Reyulatory Body Forms |

Ot hatters cohvertilng driiiinyg opetations on tils weil, =

slly
including plu Qihg'ﬁﬂd-abéhébHMEhE, cohtdct ohe of the Evlivwing
)

it Denvet; colota

K, €, Wilitats
303 B20-4040 tokfive)
di L Keupka
383 H3p-4048 (oifles)

Youks very thuly,

R

t

NAD t diik
C3617‘ /
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" DUGAN PRODUCTION CORP,

WELL COST: Final / / Estimate /[y /

> 1640' FSL - 1120
WELL NAME: Horace Smith #1R LOCATION: Sec 26 T30N 9;318 s

PROPOSAL: Drill and complete Dakota replacement well

o TANGIBLE - Surface casing 300 ft8-5/8 inch @ $ 9,00 /ft $_27200 . -

['*:j- L Production casing 6100 ft4-1/2 inch @ § 4.85 /ft 29585
he S | £t inch @ § /£t
N Tubing "6J00 £t 1-1/2 inch @ $_2.25 /ft 13725
S ' ft “inch @ $ . T /ft
Permanent packer & tub_Lng equipment 200
wellhead egquipment - 9000
2000

Additional valves & fittings ; .

Surface & production equipment 18'000,1

TOTAL TANGIBLES $75210

, T :
S © INTANGIBLE Location Survey 100
i v ; Archeologist 100
Road & location construction 3000

Water and gas lines

DPrilling Footage : 6100 ft @ $11.00 /ft
Day work - hrs @ $ /hr
Day work 12 12 hrs e $175 OO/hr‘
Drill stem test & cores
Mud logging

Open hole logging

Rental tools

Casing float equ:.pment _ ) .
: : Trucking . . V ( e
“ Mud ‘ ) ' N
Watex v . , {

Cementing Surface casing
Production casing : '

Completion Completion rig
Perforating
Acidizing
Fracturing
Tank rental
Trucking
Water
Rental tools
Clean up location

Supervis'.ion Administrative

ﬁégal .

Field _ 6000

APPLICATION FOR COMPULSORY POOL ING ‘ ‘
ggkof S:-c 26, T30N, R14W TOTAL INTANGIBLES $175900
ota ormatwn San Juan Co 5 ti :

i Case No. 6936 unty, New Mexico jPlus ¥ Contingency 8795

‘ . Exhibit No. l-/» _ TOTAL WELL COST $ 259905

Date 3-19-80 Partner's Approval

kAN S

QEQELIE__L_Mhb_aﬁi A. Dygan Date ~
. i) Ry ‘ % z = . - By _By =
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COMPANY

TE)L STAR OIL & GAo CQRPORATiON

S'77°‘

e

BASIN DAKOTA -

A W >
ﬂL ( \)U\/%ﬁ’_ ,;o

. ﬁgRAcm'JSMLTH #1 .

WELL ..

COUNTY__SAN__JUAN

FIELD or

| LOCATION.

COMPANY;T;EX;,SIAB;D.._&_G;_C& ‘.;ff

. 7 -
FIELD _BASIN DAL(G\TA : \)/ -
COUNTY. " SAN 1UAN ' - STATE. :
LOCATION 990 'VSL & 990° FEL Other Services: -
- -  SGR/C
Sec._26_ Twp.__ 30N  Rge._ 14W Co

s s e MR e s s % e
2t

. | Permanent Datum: Gl , Elev, 5_5_6_______
: Jlog Measured From__~_ KB , 12 Fi Above P/'m Daium DF.__NA .
: | Drilling Measured From KB .G 55680
] e
- BDate’ 71 11-18-64 ' R
}: Run' No. - - . ONE 1 -
: Dgpth———Dnller 6076 -
‘I Depth-—logger :| - 6082 -
| Bim: Log Interval |° 6081 -
't |Top tog Intefval -} - 272 - -
) .t § Casing—Driller. 85/&'? 223 @
- | ¥ Casing—logger |- - :272"-
+ | Bit Size . .1:7/8 o
Type Fluid in Hole FR ESH'—"’G—'EL-. o
i ¥ Dens. V‘|_sc.‘ G- | 87
i¥ pH -|Fluidloss |8, 2 [4.0 ml ml
i §_SourceofSample| Fiow L INE
i Rm @ Meas. Temp. 2.ll3 @67 °F @ °F| -
i ¥ R @Meos. Temp.| 1. 231 @70 °F @ _ °F
| | _Rec @ Meos. Temp. 2.‘61'@ 70 _°F @ _°F
{ | _Source:Rmt Rac| . M | M- I
i} Ry @BHT .13 @ 11+5°F @ °F
* §Time Since Cirk. 2 1 HOURS
! | Max. Rec. Temp. 145 - °F °F
"IEqu'ip;J Location [ 4542 | FARM |
1 iBRecordedBy |  LEDY .| -
L_;LWlfnessed By - |MR..WIED ERHEHR

-~

Case No 6936
jt No.

9 3ud RT1 e Pins 1T B B TR bwwta b CR v-—
APPLICATION FOR COMPULSORY POOL ING ’

S2 of Sec. 26, T30N, R14W )
Dakota Formatmn, San Jduan County, New Mexico
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S2 of Sec. 26, T30N, R14W i
Dakota Formatwn San Juan County, New Mexico S
Lase-NG.6936 : R
Exhibit No. § ' :

APPLICATION FOR COMPULSORY POOt?N

i
' 10. Taxes
1)
l All taxes of every kind and nalurc assessed or levied upon or in connection with the Joint Property; (e opera-
tion thereof, or the production therefrom, and which taxes have been paid by the Operator for the benefit of the

Parties.

11. Insurance

Net premnums paid for insurance reqmred to be carried for the Joint Opnrat.ons for the prolection of the Par-.
ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
men’s Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
include the risk under its self-insurance program and in that event, Operator shall include a charge at Operator's
cost not to exceed manual rates. .

12. Other Expenditures : !

Any other expendxture not covered or dealt with in the foregoing provisions of this Section II, or in: Secuon I, =
and which is incurred by the Operator in the necessary and proper conduct of the Joint Operatlons

IIl. OVERHEAD

1, Overhead - Drilling and Producing Operations
i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing "operations on either:
( ) Fixed Rate Basis, Paragraph 1A, or
( ) Percentage Basis, Paragraph 1B.
Unless otherwxse agreed to by the Parties, such charge shall be in lieu of costs and expenses of all offices

and salaries or wages plus apphcable burdens and expenses of all personnel, €xcept those directly chargeable
under Paragraph 2A, Section II, The cost ‘and expensé of services from outside sources in connection- w:th’}

" matters of taxation, tfafﬁc, ‘accounting or matters before or involving governmental agencies shall be considered
J, ) as included in the Overhead rates nrovided for in the ahove. selected Paragraph of this C:pohnn I imnless such

cost and expense are agreed to by the Parties as a direct charge to the Joxnt Account
ii. The salaries, wages and Personal Expenses of Technical Employees and/or the cost of professional consultai\t
M services and contract services of technical personnel directly employed on the Jomt Property shall (° ) shall
not (. ) be covered by the Overhead rates. .

A. Overhead - Fixed Rate Basis _
(1) Operator shall charge the Joint Account at the following rates per well per month:
Drilling Well Rate $__3,500.00
Producing Well Rate $__350.00

(2) Application of Overhead - Fixed Rate Basis shali be as follows:

(a) Dnllmg Well Rate

[1] Charges for onshore dn]lmg wells sha]l begm on the date the well is spudded and terminate on ¢
the date the drilling or completlon rig is released, whichever is later, except that no charge shall :
be made durmg suspensxon of drilling operations for fifteen (15) or more consecut:ve days.

[2] Charges for offshore dnlhng ‘wélls‘shall begin on the date when drilling or completlon equipment
arrives on location and terminate on the date the dnlhng or completion equipment moves off loca-
tion or rig is released, whichever occurs first, except that no charge shall be made during suspen-
sion of drilling operations for fifteen (15) or more consecutive days

[3] Charges for wells undergoing any type of workover or recompletlon for a perlod of five (5)° con-
secutive days or more shall be made at the drilling well rate. ‘Such charges shall be ‘applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operations for fifteén (15) or more consecutive
days.

(b) Producing Well ‘Rates

[1] ‘An active well either produced or injécted into for any portion of the month shall be considered .
as a one-well charge for the entire month. :

[2] Each active completion in a multi- completed well in which production is not commingled down

: hole shall be considered as 2 one-well charge providing each completion is considered a separate

: well by the governmg regulatory authority.

[3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc-
tion shall be considered as a one-well charge providing the gas well is directly connected to a per-
manent sales outlet. . :

A [4] A one-well charge may be made for the month in which plugging and abandonment operations

! i are completed on any well. ~

’ [5] All other inactive wells (mcludmg but not limited to inactive wells covered by unit allowable, .

lease allowable, transferred allowable, etc.} shall not qualify for an overhead charge.

(3) The well rates shall be ad;usled as of the first day of April each year following the effective date of the

‘ agreement to which this Accountmg Procedure is attached. The adjustment shall be computed by multi-
! plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of ,
Crude Petroleum and Gas Production Workers for the last calendar-year compared to the calendar year .
i : preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc-
‘ tion Workers as published by the United States Department. of Labor, Bureau of Labor Statistics, or the b
equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be |

the rates currently in use, plus or minus the computed adjusiment. : :

R P TSRS B
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"Re: MHorace Smith #1-R Well

“is our intention to dedicate the Si of Sec. 26, T-30-N, R-14-W,

under, approximateiy 80 ‘acres cdmpos1ng ‘the S4 of the SWyov

. <a1d section, o ‘.

;We would, therefore, request that you join us in the dr1111ng
of the proposed well or, in the alternative, you permit us t&

Do feiest | -

709 BLOOMFIELD RD. o P. 0. BOX 208 .+ FARMINGTON, NEW MEXICO 87401 . PHONE: 505-325-0238

M'xammmmm.mnuu&unmumanmummﬁmmmmmnMHmmnamnuhuwmummnunmmmnmnumnnnmn_nn‘ ¢

APPLICATION FOR COMPULSORY POOLING
S2 of Sec. 26, T30N, R14W

Amoco Production Company ggzgtﬁoFOEggz’°" San Juan County, New Mexico

Denver Region 3
Security Life-Bldg. Exhibit No.
Denver, Colorado 80202

March 20, 1980

ce !
1640" FSL - 1120" FEL -

Sec. 26, T-30-N, R-14-W, NMPM
San Juan County, New Mexico

ATTN: B. F. Pracko
Gentlemen: B

We propose to drill and complete the above referenced well as
a Dakota replacement well at the above stated location. It

to this well. -Our records indicate you own the Dakota r1ghts

farm-in the 80 acre tract composrno ‘the S} of the SWi of said
section. _

Enclosed ‘you will: flnd two. coples of our AFE for the dr1111ng‘
and compietion of said well. If youmshould agree to join ‘us
in the drilling of said well, and you find our AFE acceptable,
please execute one copyuand return it to us.

We look forward to your early response to our proposal.

Sincerely,

Tommy Roberts
Landrian

TR:nw

Enclosure

n g T A T e e e L am g 4T W nr——— S



Amoco Production Company

Denver Re?mn
Security Life Building
Deanver, Colorado 80202

Western Division
303-820-4040

A. M. Roney

Drision Production ~
Manager

April 18, 1980

Mr. Tommy Roberts

Dugan Production Corp.
e 709 Bloomfield Road

P. O. Box 208

Farmington, NM 87461

File: WDF-494-WF

Dear Mr. Roberts:

~ Horace Smith No. 1-R Well
" 1640' FSL 1120' FEL Section 26~-T30N-R14W, NMPM
San Juan County, New Mexico

This-is in reference to your letter dated March 20, 1980,
requesting our approval to either join in drilling the above
captioned well or permitting ‘f4rm-out of the 80 acre tract
composing the S/2 of the SW/4 of said section.

e

Afteg carefully examining our alternatives, we regret to
inform you that neither of these proposals is acceptable

to us at this time. We therefore, elect to be force-pooled

in the the subject well. We are returnlng you AFE, unsigned,
for this reason.

The followlng lnformatlon will be required by Amoco on the
~above well in which you operate- ‘.

1. A daily dr1111ng-report by phone, telegraph, or teletype
starting with construction of the road and location.

2. One set of field prints of all electric logs.

3. One set of final printé of all electric logs.

4, A copy of Sundry Notices and State Regulatory Body
forms.

5. API well ndmber.

APPLICATION FOR COMPULSORY POOL ING

'S2 of Sec.26, T30N, R14W R

Dakota Formation, San Juan County, New Mexico
Case No. 6936

Exh1b1t No. -3




Tommy Roberts
April 18, 1980
Page Two

The above is to be furnished to: R. W. Schroeder
District Superintendent
Amoco Production Company
é _ 501 Airport Drive
ﬁ ‘ Farmington, NM 87401

In addition to the above information going to our. District
Superintendent, the following will be furnished by mail to
the Western Division Engineering Manager, Amoco Production
Company, Security Life Building, Denver, Colorado 80202,
if and when it becomes available:

1. Electric logs, all types, including gas detector logs.

Folded Sepia Prints 1
Field Prints . 2
Final Prints 2
2. Dipmeter,vDST, wireline tests, core analyses 3

N

3. Directional surveys, oil, gas and water analyses

4. Bottom hole pressu re. surveys

’
— nA__L e o b ~ e Cn:m

sundry notices,
and State Regulatory DBody forms '

bt

On matters concerning drilling operatlons on th1s well,
1nc1ud1ng plugging and abandonment, contact one of the following
in Denver, Colorado:

K. C. Williams R. J. Covlin
303 820-4040 (office) 303 820-4040 (office)

v
o

J. L. Krupka ' _ o , J R
303 820-4040 (office) L

Yours very truly,

) D
il

NAD'dmh

CE677 ‘
APPLICATION FOR COMPUL SORY  POOL ING
S2 «of Sec. 26, T30N, R14W

Dakota Format1on San Juan County, New Mexico
Case No. 6936

Exhibit No. 3 Page 2
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WELL COST:

Final / /

DUGAN PRODUCTION CORP.

Estimate /y /

1640' FSL - 1120' FEL

WELL WAME: Horace Smith #1R LOCATION: Ser 26_T30N -R14W
pPrOPOSAL:  Drill and complete Dakota replacement well
TANGIBLE surface casing 300 ft8-5/8 hes$ag, ft $ 2700
Production casing 6100 ft4-1/2 ch @ § 4.85 /ft 29585
: ft inche $ - /ft ’
Tubing 6100 ft1-1/2 h @ $ 2.25 /ft 13725
£t hes  /ft
Permanent packer & tubing equipment -200
Wellhead equipment ; - 9000
Additional valves & fittings 2000
Surface & production equipment 18000
TOTAL TANGIBLES $ 75210
INTANGIBLE  Location Survey 100 o
’ Axcheologist T f
Road & location construction 3000 '
Water and gas lines ‘ 1
prilling  Footage 6100 £t € $11.00 /%t 67100
Day work T hrs @ $ /hx »
pay work 12 hrs @ $175.00/hr 2100
Dprill stem test & cores
Mud logging =
Open hole logging ,8000
Rental tools : 1000
Casing float equipment 1500 .
Trucking 1000
Mud 6500
Water 6500
Cementing‘ Surface casing ZOOO ) ;
. Production casing : ) 41?305 :
Compietion Completion rig ’ GOOO | ]
. c Pexforating 3503 SR
Acidizing 1500 _
Fracturing 3R000. ]
Tank rental 1500
Trucking JHKKL—_—_——_
Water 2500
Rental tools 2000
Clean up location 2000
Supervision Administrative - 2000
’ Legal
Field 6000
APPLICATION FOR .
S2 of Sec. 26, ng:PU!ﬁgﬁY POOLING TCTAL INTANGIBLES »$175900
g:';gt:of:?rgggéon San Juan County, New MexicoHpj_us 5 s contingency 8795
Exhibit No. ¢ TOTAL WELL COST $ 259905

pate

3-19-80

Partner's Apbroval

preparcd By Thomas A. Dygan
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'mnuc,nnn..mc]mcm wa

’ESCHI.UMBERGER WELL SURVEYING CORPORATION
P SRR Hous!on, Texas .
o COMPANY TEX_STAR Qll. £_GAS CORPORATION
.l ’ N Y 5'779 ‘
: : = : B : ( \/ S582
N, A 1o IWELLL__ © UORACFE SMITH #1 =~ kY, o
i y o cieln : DACIN - NAUATA A =
( ﬁ.. -;:‘: “ 1 l_l-l-v. : - L)I-_\ﬁl 5y L{Hl\:ll\l A -
? ;,;_».\ﬂ COUNTY__-san juaN - STATE__NFW MEXICO
s ' > ,_%Is;:-: % LOCATION 990'VSL & 990'FEL | Other Services:
- Z ™ p _ : o C :
yzedzyz] - e _SGR/C
: 8%9; 8 Sec._ 26 Twp.__ 30N  Rge._ 1UW - :
. Permanent Datum: _~ Gl ", Elev. 55:58
1 - Rlog Measured From_ KB ,_12_ Ft. Above P7'i'n. Datum
4 ;) Drilling Measured From__KB ' E
: ; lDOfC el 11-18-64
T 1 jRun No. - -i- .- . _ONE -
b Depth—DnIler L 6076 -
! | | Depth—Llogger | -~ 6082 -
{ 1 ¥Bim: (og Interval |° 6081
i §Top log Interval- | - 272 - - ' ‘ N M
5 ) ! §Casing—Driller. |8 5/8@ 273 @ . @ . = | @
g . | §Casing—logger |- . -272°- x| - - - - R I -
< Bit Size - .1:7/8 - Ly Ly (2[4
- g Type Fluud in Hole : FR ESH=GEL.| - —~ ° —7 —
5 :
§ A | Dens. Vlsc, {ag.4 [ 87
B i i] pH -JFluidloss {8.2 4 0-mlf mi ml
: g ¥ SourceofSample! Flow L INE -
% Rm @ Meas. Temp. 2.43 @- 67 °Fl @ °F @
s i 1 Rai @ Meas, Temp.| 1. 31.@ 70 °F @ °F @
% Rme @ Meas. Temp.| 2.61 @ 70 @ °F @
' t |_Source:Rmt  Rmc|:-M | M- B 1
% ' § Ry @BHT . 13@ 145°F @ °F @
2 ! §Time Since Cire. 2‘ HOURS | _
§ : Max. Rec. Temp. 145 - °F °F
% . § Equip. | Location | 4542 | FARM I i I
a .} i §Recorded By - LEDY .
f ‘[ Witnessed By - |MR.:WIEDERKEHR
% L_)'I?v.:pmv-% T - o j
¢ APPLICATION FOR COMPULSORY POOLING
g $2 of Sec. 26, T30N, R14W
£ Dakota Formation, San dJuan County, New Mexico
g Case No 6936
Z Exhibit No. 5~
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{Case No. 6936 L
Exhibit No. ¢ l : - i
? 10. Taxes /
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APLLICATION FOR COMPULSORY PO%:éNG .,

S2 of Sec. 26, T30N, R14W

Dakota Formation, San Juan Couffy, New Mexico

i All taxes of every kind and nature assessed or levied upon or in connection with the Joint Property, the opera-
tion thereof, or the production thercfrom, and which taxes have been paid by the Operator for the benefit of the
! Parties.

11. Insurance

i Net premiums paid for insurance required to be carried for the Joint Operations for the protection of the Par-
! ties. In the event Joint Operations are conducted in a state in which Operator may act as self-insurer for Work-
. men’s Compensation and/or Employers Liability under the respective state’s laws, Operator may, at its election,
; include the risk under its self-insurance program and in that event, Operafor shall include a charge at Opcrator’s
! cost not to exceed manual rates. '

|~ 12, Other Expenditures ) - :
Any other expenditure not covered or dealt with in the foregoing provisions of this Section II, or in Section III,

and which is incu.red by the Operator in the necessary and proper conduct of the Joint Operations.

1II. OVERHEAD
1. Overhead - Drilling and Producing Operations
i. As compensation for administrative, supervision, office services and warehousing costs, Operator shall charge
drilling and producing operations on either:
( ) Fixed Rate Basis, Paragraph 1A, or ) .
{ ) Percentage Basis, Paragraph 1B. ,
Unless otherwise agreed to by theé. Parties, such charge shall be in lieu of costs and expenses of all offices
and salaries or wages plus applicable burdens and expenses of all personnel, ‘excepl those directly chargeable
‘under Paragraph 2A, Section II. The cost and expense.of services from. outside. sources in-connection with
matters of taxation, traffic, accounting or matters before or involving governmental agencies shall be considered
as included in the Overhead rates provided for in the above selected Paragraph of this Section III unless such
cost and expense are agreed to by the Parties as a direct charge to the Joint Account. )
ii. The salaries, wages and Personal Expetises of Technical Employees and/for the cost of professional consultant
services and contract services of technical personnel directly employed on the Joint Property shall ( ') shall
not ( ) be covered by the Overhead rates. .. :

A. Overhead - Fixed Rate Basis ‘
(1) Operator shall charge the Joint A'ccqt_;pt at the following rates per well per month:
Drilling Well Rate $___3,500.00 _
Producing Wel! Rate $___350.00 : o
(2) Application of Qverhead - Fixed Rate Basis shall be as follows:

(a) Drilling Well Rate )
[11 Charges for onshore drilling wells shall begin on the date the well is spudded ahd terminate on’

Soaiias

the date the drilling or completion rig is released, whichever is latet, except that no charge shall
be made during suspension of drilling operatipns for fifteen (15) or more consecutive day»s.‘

[2] Charges for offshore drilling wells shall begin on'the date when drilling or completion eqiipment
arrives on location and teriinate on the date the drilling or completion equipment moves off loca-
tion' or rig is released, whichever occurs first, except that no charge shall be made during’ suspen-
sion of drilling operations for fifteen (15) or more consecutive days :

{3] Charges for wells undergoing any type of workover or recompletion for'a period of five (5) ¢on-
secutive days or more shall be made at the drilling well - rate. Such charges shall be applied for
the period from date workover operations, with rig, commence through date of rig release, except
that no charge shall be made during suspension of operalions for fifteen (15) or more consecutive

""days. ;

(b) Producing Well Rates )
{11 An active. well either produced or injected into for any portion of the month shall be considered
H as a one-well ckarge for the entire month. )

[2] Each active completion in a multi-completed well in which production is not cpmmingléd dewn
hole shall be considered as a one-well charge providing each compietion is considered a separate
well by the governing regulatory authority.

: [3] An inactive gas well shut in because of overproduction or failure of purchaser to take the produc- 3

! tion shall be considered as a one-well charge providing the gas well is directly connected to a per- v
manent sales outlet. ' ! :

[4] A one-well charge may be made for the month in which plugging and abandonment operations i
are completed on any well. ‘

[5] All other inactive wells (including but not limited to inactive wells covered by unit allowable,
lease allowable, transferred allowable, etc.) shall not qualify for an overhead charge.

e b ke e v = e s

i (3) The well rates shall be adjusted asof the first day of April each year following the effective date of the
: agreement to which this- Accounting Procedure is attached. The adjustment shall be computed by multi-
plying the rate currently in use by the percentage increase or decrease in the average weekly earnings of
Crude Petroleum and Gas Production Workers for the last calendar year compared to the calendar year
. preceding as shown by the index of average weekly earnings of Crude Petroleum and Gas Fields Produc-
: tion Workers as published by the United States Department of Labor, Bureau of Labor Statistics, oc the
' equivalent Canadian index as published by Statistics Canada, as applicable. The adjusted rates shall be
the rates currently in use, plus or minus the computed adjustment.
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Application of Dugan Production Corporation for downhole commingling, San Juan County, New Mexico.
Applicant; ia the above-styled cause, seeks approval for the downhole commingling of Basin-Dakota
and undesignated Gallup production in the welibore of its June Joy Well No. 2 located in Unit B
of Section 25, Township 24 North, Range 10 West. : co

Application'of Dugan Production Corporation for compulsory pooling, San Juan County, New Mexico,
Applicant, in the above-styled cause, seeks an order pooling all mineral interests in the Dakota

. formation underlying the S$/2 of Section 26, Township 30 North, Range 14 West, to be dedicated to -

a’well to be drilled at a standard locatxon thercon, Also to be considered will be the cost of
drilling and ccipleting said well and the atlocation of the cost thereof as well as actual operat-
ing costs and charges for supervision, designation of applicant as operator of the well, and a
charge for risk involved in drilling said well,

(Continued from Jure &, 1980, Examiner Hearing)

Application of Petro-Lewis Corporation for downhole commxnglxng, Lea County, New Mexico,
Applicant, in the above-styled cause, seeks approval for the downhole commingling of the Drxnkard
and Blinebry production in the wellbore of its State DC Well No, 1, a quadruple completion located
in Unit F of Section 19, Township 21 South, Range 37 East,

p
Application of ‘R. N, Hillin for an unorthodox location and dual compleéetion, Eddy County, New Mexico,
Applicant, in the above-styled cause, seeks approval for the dual completion (cotventional) of his
DWV Well No. 4 to produce gas from the Wolfcamp and Morrow formations thru tubing and the annulus,
respectively. Applicant further seeks approval of the unorthodox location of said weil in the
Wolfcamp and Pennsylvanian formstions at a point 800 feet from the South line and 200C feet from
the East line of Section-34, Township 19 Scuth, Range 28 East.

Appliéation of Anadarko Production Company for an unorthodox gas well location, Chaves County, New
Mexico. Applicant; in the above-styled cause, seeks approval for the unorthodox location of its
Dalport Federal Well No. 1 660 feet from the South and West lines of Section 20, Township-13 South,

Racge 31 East, Southeast Chaves Queen Gas Area, the W/2 of said Section 20 to be dedicated to the
well,

Applxcatxon of Anadarko Production Company for conpulsory pooling, Eddy COunty.,Neu Mexlco. <
Applicent, in the-sbove-siyled cause, seeks an ‘order pooling all mineral interests at a depth from
2400 feet to 5000 feet below the surface, Turkey Track Field, underlying the NE/4 SE/4 of Section
10, Township 19 South, Range 29 East, to be dedicated to a well to be drilled at a“’standard location

) thereon. Also to be consxdered will be the cost of dr1111ng ah;zcomplet1ng ‘said well and the allo-
cation of the cost thereof as well as actual operating costs and charg>s for supervision, designation

of applicant as operator of the well and a charge for risk invelved in drilling said well.

Applxcat1on of Adobe 0il Conpsny for compulsory pooling,. Lea County, New Mexico,

Applicant, in the above-styled cause, seeks an order pooling all ‘mineral interests down through the
Wolfcamp formation underlying the NW/4 SE{4 for ‘oil and the SE/4 for gas, Section 23; Townehip 20
South, Range 38 East, to be dedicated to a well to be drilled at a standard location thereon, Also
to be considered will be the cost of drilling and coupletxug said well and the allocation of the
cost thereof as well as actual operating costs and charges for supervision, designation of appli-
cant as operator of the well, =rd a charge for risk involved ir drilling seid well,

Application of Bllwade Corporat1on for a non-standard gas protatlon unit, Eddy County, New Mexico.
Appl1c¢nt, in the above=styled causé, seeks dpproval of a 129,52~acre non-standard gas proration
unit comprising .the W/2 of partial Section 33, Township 26 South, Range 30 East, Ross Draw-Wolfcamp
area, to be dedicated to its Ross Draw Well No. 1 located in Un;t C of said Section 33,

Application of Bedhon—ﬂont1n—creer Dtlllxﬁ‘ Corpotat;on for amendmeat of Order No, R-2565-B, Rio
Artxba Codnty, New Mexico. Applncant, in‘the above-styled cause, seeks the amendment of Rule 2

of the Spelisl- Fool Ruies for the West Puerto Chxquxto-Hancos 0il Pool as promulgated by Order No.
R-2565-B to ptovxde that all 320-acre’ spacing and proration units in said pool would conprige’ “éither”
the W/2 or theiEf2 of a govermmental section, provided however, that one injection well would have
dedicdted thereto the N/2 of Section 1, Township 24 North, Range 1 West, and also that the short
400-acre sections on the South side of Township 27 North, Range 1 West, would each comprise a single
upucxng unit,

npplxcatxon of Benson—Honttn—cteer Drxllxng Corporatton for & unit agreeuent, Rio- Arrxba County,
New Mexico. Applxcant, in the above-styled cause, seeks dpproval for the East Puerto Chiquito-
Mancos Unit Area, comprising 9,769 acres, more or less, of Federal, Indian, and fee lands in Town-
ships 26 aod 27 Worth, Ranges 1 East and 1 West,




-Section 26, Township 30 North, Range 14 West, N.M.P.M., San Juan

‘designating Dugan* Product1on Corporat1on as the’ Operator of the

~well, plus 200% for the risk factor involved in drilling said

- of th1s proposed well dur1no»the drilling and product1on stages.

letter dated April 18, 1980, and in response to ‘our request for

709 BLOOMFIELD RD. « P. 0. BOX 208 . FARMINGTON, NEW MEXICO 87401 . PHONE: 505-325-0238

June 12, 1980

State of New Mexico

Energy and Minerals Department

New Mexico 0il Conservation Division
P .0. Box 2088

Attn: Joe D. Ramey, Division Director

Re: App]icatien for Compulsory Pooling
San Juan County, New Mexico

Gentlemen:

Please consider this our formal application for an Order of the
New Mexico 01 Conservation Division force-pooling all of the
mineral interests in the Dakota Format1on underlying ‘the S/2

County, New Mexico, to be ded1cated to a well to be dr111ed at
a standard location thereon.

More spec1f1ca11y, Dugan Production’ Corporat1on, as the App]lcant,
requests an order of ‘the New Mexico 0il Conservat1on Division

proposed well, al]ow1ng Dugan ‘Production Corporation to Jyecover
the costs of dr11]1ng, complet1ng, and operating this: nrnposed

well, and establishing a reasonable charge for the supervision

As_grounds for this Apmi Ca ;Lgaanroduct1on Corporation
~op ig-rights under all
of Section 26, Township 30 North, ¢ ange 14 West; ‘N.M.P.M. , San-

Juan County, New. Mex1co w1th the except1on of the Dakota operat1ng

r1ghts undér.y1n3 theS/2 of "the SW/4 of ‘Section 26. ‘Said 80
acre tract is. control]ed by ‘Amoco Product1on Company By Tetter
dated March 20, 1980, we' requested o to eithér join'in the

By

a farmout or participation in drilling, Amoco advised that it
elected ‘to be force-pooled in the subJect well,

et e AT S g e T ogl e T S e 5 B e 2 T R ek e




Joe D. Ramey
June 12, 1980
Page Two

Based upen the foregoing information, Dugan Production Corporation
requests an order of the New Mexico 011 Conservation Division
force- poo11ng the- m1nera1 interests in the Dakota formation

West. It is our contention that such an order w111 result in :
the avoidance ot the drilling of unnecessary wells, the prevention
- of waste and the protection of correlative rights.

I have previously verbally requested th1s Application ‘be placed

on ‘the June 25, 1980 Docket The New Mex1co Conservation: Division
advised this‘reguest would be honored; and Turther advised that
written app11rat1on must be filed w1th the New Mexico 011
Conservation Division on or before June 13, 1980.

Please advise should you require any additional ihforﬁation.
1ncere1y,

vy ol

Tommy Roberts
Attorney

TR:nw

cc: Supervisor District III Office
New Mexico 0il Conservation Division
1000 Rio Brazos Road
Aztec, New Mexico 87410
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June 12, 1980

State of New Mexico

Energy and Minerals Department

New Mexico 0il Conservation D1v1s1on
P 0 Box 2088

Attn: Joe D. Ramey, Division Director

Re: Applicatioh for Compulsory Poo]ing
San Juan County, New Mexico

Gentlemen:

Please consider this our forma] app11cat1on for an Order of the
New Mexico 011 Conservat1on Division force- -pooling al176f the
mineral 1nterests in the Dakota Formation under1y1ng the S/2
Section 26, Township 30 North, Range 14 YWest, N.M.P.M., San Juan
County, New Mexico, to be ded1cated to a we]] to be dr111ed at

a standard location therdén. :

£ More spec1f1ca1]y, Dugan Productlon Corporat1on as the App11cant

: requests an‘order of the New Mexico 0i1 Conservation D1v151on ‘
designating Dugan Production Corporation as the Operator of the
proposéd well, allowing Dugan. Production Corporatlon to recover
the costs of dr1111ng, completing, and’ operating this proposed -
well, plus 200% for the risk factor involved in dr1111ng‘sa1d
well, and establishing a- reasonab]e charge for the supervision
of th1s proposed well during the drilling and production stages

BATEE
As grounds ‘for this: App11cat1on "D Product1on Corporat1on
would state that it owns the Dakota operat1ng rights under all
of Section 26, Townshlp 30 (Horth, ‘Range 14 West, N.M.P. M., San
o ~ Juan Coun%y, New Mexico, with! the ‘exception of. the Dakota " operat1ng
; rignts underlying the S/2 of ‘the SW/4 of Section 26. Said 80
acre tract is. control]ed by ‘Amoco - Production Company By letter
dated March 20, 1980, we, requested’ Amoco to either join~ih the
. drilling of the proposed well or farmout the 80 acre tract. By
letter dated April 18, 1980, and in response “to our request for .
a farmout or participation in drilling, Amcco advised that it
g elected to be force-pooled in the subject well.

709 BLOOMFIELD RD. « P.O.B0X 208 « FARMINGTON, NEW MEXICO 87401 . PHf)NE: 505-325-0238




Joe D. Ramey
June 12, 1980
Page Two

Based upon the foregoihg information, Dugan Production Corporation

requests an order of the New Mexico 0il Conservation Division
,.__an‘ne.;pgo]ing “tha -mineral -interests in-the Dakota formation-

v Y. [ Vil Puawv b b v liav i vil

underlying the 5/2 of Section 26, Township 30 North, Range 14
West. It is our contention that such an order will result in

the avoidance of the drilling of unnecessary wells, the prevention
of waste and the protection of correlative rights.

I have previously verba11y requested this Application be placed
on the June 25, 1980 Docket. The New Mexico Conservation D1v1s1on

-advised this reguest-would-be honored, and further advised that

written application must be filed with the New Mexic¢d 011
Conservation Division on or before June 13, 1980.

Please advise should you require any addftiqnai information. -

Rolets
Tommy Roberts
Attorney ' 7 7 7 S .

Sincerely,

TR:nw

cc: Supervisor Distiict I1I Office
New Mexico 0il Conservation Division

S

R

4

1000 Rio Brazos Road
Aztec, New Mexico 87410
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June 12, 1980

State of New Mexico

Energy and Minerals Department

New Mexico 0il1 Conservation Division
P.0. Box 2088 .

Santa Fe, New Mexico 37501

Attn: Joe D. Ramey, Division Director

Re: Application for Comp01sory Pooling
San Juan County, New Mexico e

Gentlemen:

Please cons1der this our formal application for an’ Order of the
New Mexico Oil Conservat1o”;D1v1s1on force-pooling alil of the
mineral interests in the Dakota Formation under]ylng the S/2
Section 26, -Township 30 North, Range 14 West, N.M.P -San ‘Juan
County, New Mexico, to be ded1cated to a we]l to be drxlled at

a standard location thereon.

More specifically, Dugan Productlo‘”
. requests an order of the New Mexico 0il Conservat
R designating Dugan Production Corporat1on ‘as. the Operator of the
- proposed well, allowing Dugan Production Corporatlon to recgver
the costs of dr1]]1ng, completing, and- operating this proposed
well, plus 200% for the risk factor in o]ved in dr1111ng said
well, and establishing a reasonable’ charge for the stpervision™
of th1s proposed well during the drilling and production stages. .

As grounds for this A‘pllcat1on Dugan Product1on ‘Corporation
would state that it owns the Dakota oneratIng rlahfs urider a1l
-of Section 26, Towns 1p”30 North, Range 14 West, N.M.P.M., San
Juan Co ty ﬂew co, w1th the except10n of the Dakota operat1ng
rights under1y1n t of the SW/4 of “Section 26. Said 80
acre tract ‘is con “by Amoco Production Compary. By-letter
dated March 20, 1980, we ‘requested” Bioco to either Joan in the
dr1111ng ‘of the proposed well or farmout ‘the 80 acre tract. [y
Tetter dated Apr1l 18, 1980, and in response to our request for
a farmout rtlc.patlon in“driTling, Amoco advised that it -
elected to be force-pooled in the subject well. ’

709 BLOOMFIELD RD. + -P. 0. BOX 208 « FARMINGTON, NEW MEXICO 87401 .« PHONE: 505-325-0238
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- Joe D. Ramey
June 12, 1980
Page Two

Based upon the foregoing information, Dugan Production Corporation
requests an order of .the New Mexico 0il Conservation Division
force-pooling the mineral interests in the Dakota formation
underlying the S/2 of Section 26, Township 30 North, Range 14
West. It is our contention that such an order will result in

the avoidance of the drilling of unnecessary wells, the prevention
of waste and the protection of correlative rights.

I have previousT?ﬁvérbally requested this Application be placed
on the June 25, 1980 Docket. The New Mexico Conservation Division
advised this request would be _honored; and further advised that

written application must be filed with the New Mexico 0il
Conservation Division on or before June 13, 1980.

Please advise should you require any additional information.

Tommy Roberts
Attorney

Sincerely,

TR:nw

cc:  Supervisor District III Office _
New Mexico 0il Conservation Division
1000 Rio Brazos Road
Aztec, New Mexico 87410
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STATE OF NEW MEXICO .
- BENERGY AND MINERALS DEPARTMENT
OIL CONSERVATION DIVISION

A
IN '0IE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION

DIVISION FOR THE PURPOSE OF - -
CONSIDERING:

CASE NO, 6936

Order No. R~ L_39.7

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

"ORDER OF THE DIVISION

BY THE DIVISION:

This cause came on for hearing at 9 a.m. on June 25 ¢

1980 , at Santa Fe, New Mexico, before Examiner Richard L. Stamets

NOW, on this day of June ' 19 80 » the Division

Director, having/éonsidered the testimony, the record, and the
recommendations of the Examiner, and being fully advised‘in the
premises, ‘

FINDS:

|

(1) That due public notice having beenﬁgiven as required by
f.law, the .Division has jurisdiction of this cause and ‘the subject

- PRIy
matter thereot.

(2) That the applicant, Dugan Production Cbrpdration : ’

;iseeks an order pooling all mineral interests inthe Dakota

| formation . . _underlying-the __ 5/2 ‘ i

i%of'Section 26 , Township 30 North , Range 14 West

{ . /, ' !
NMPM, aSIh’\D ¢ f ¢ _San Juan County, New

i, Mexico,




Case No.
Order to. R-
(3) That the applicant has the right to drill and -proposcs

to drill a well at a standard location thereon .

! (4) That there are intcrest owners in the proposed proration

unit who have not agreed to pool their interests.-

)»

{5) That to avoid the drllllng 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 expenée his just and fair share of the gas
in séid pool, the'subject application should be approved by
pooliné»all mineral_interesté, whatever thgrmay be, within“said
unit. | ‘
(65 That the appllcant should be de51gnated the operator

~ of the subject well and unlt.

(7) That any non-consenting working interest owner shéuld
; be afforded the opportunity to pay his share of estimated well
costs to the operator in lieu of paylng his share of reasonable
well costs out of productlon.
(8) That any non—consenting working intérest‘owner th

does not pay his share of estimated well costs should”habe_

Withheld -from production his share of the:reasonable well costs

plus an additional 260 percen® thereof as a reasonable charge
for the risk involved in the drilling of the well. L

; (9)  That any non-consenting interest owner should be

A et S i

‘afforded the opportunity to object to the actual well costs but

S —
L A e

that actual well costs should be adopted as the reasonable well

costs in the absence of such objection. £

(10) That following determination of reasonable well costs,

L A fi

any non-consenting working interest owner who has paid his

share of‘éstimdted costs should pay to the operator any amount

that reasonable well costs exceed estimated well costs and

P 38 e 8 e

should receive from the operator any amount that:Fald e%tlmated ' 3

well costs»exceed reasonable well costs.

o
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- P
(11} ‘That $ 2¢ﬁ60 per month while drilling and
% $ .3ﬁTD _ per month while producing should be fixed as rcason-
é able charges for supervision (combined fixed rates); that the

operator should be authorized to withhold from production the
proporticnate share,ofVSUCh supervision charges attributable to
each non-conserting working interest, and in addition thereto,

the operator should be authorized to withhold from production the
proportionate share of actual expenditures required for operating
“the subject well, not’inrexoééévofr;ﬁat aré reasonable, attributable

to each non-consenting working interest.

(12) That all proceeds from production from the sobject
well which are not disbursed for any reason should be placed
in escrow to be paid to the true owner thoreof-upon deﬁand and
prOOfrof ownership. } ' , o i

(i3); That upon'the failure of the operator of said pooled
unit to commence drilling of the well to which saidﬁunit is.
dedicated on "orAbe’fore ) Oc)éécr / , /98'0 , the order

pooling said unit should become null and void and of no effect

- whatsoever.

1T 1S THEREFORE ORDERED:

(1) That all mineral interests, whatéﬁéiithey may be,

~in the 'Dakota formationkunderlying the S/2

NMPM, 5,»1 éééu; / ’ San ,Juan County, New Mex1co

are hereby pooled to form a standard _ 32 0 — acre gas spacing
t

!
H
[
i
i
of Section . ‘ .26 Township 30 North ", Range 14 West S, l
i
1
|

‘and proration unit to be dedicated to & welx to be drilled

Lo oo

" at ‘a standard location thereon. - . o

i PROVIDED HOWEVER, that the operator of said'unit'shall ) B

icoxrm;'é?‘e the drllllng of said well on or before the _J{éﬂfjﬁay of

eV ; 1980 , and shall thereafter contlnue the drllllng

H
‘i P . . . o2 0 . . R . v
10f said well with dne 4ili ficient O test the

Dakota , » formation;

PROVIDED FURTHER, that in. the event said operator does not

i

‘cdmmence the drilling of said well on or before the /3 day of

Ofée/ » 19 gg Order (1) of this order shall be ‘null

\
i,
i

fand void and of no effect whatsoever, unless said operator obtains

ga time extension from the  pivision for good cause shown. '
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‘ xhas paid his share of estimated costs in advance as provided

PROVIDED FURTHER, that should said well not be drilled to

completion, or abandonment, within 120 days after commencement
thereof, said operator shall appear before the Division Director and
- show cause why Oxrder (1) of this order should not be rescinded.”

-(2) That Dugan Production Corporatioqs hereby designated

the operatox of the subject well and unit.

(3) That after the effective date of this order and within
%0 days prior toAcommeneing said well, ‘the operator shall furnish
the.DiviSion and each known working interest'owherfin 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 hiﬁ,'éhy non-consenting
worklng interest owner shall have the right to pay his share
of estlmated 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 weli costs as pro-
vided above shall remain 1iab1e for operating costs but shall
not be liable for rlsk charges.

(5) That the operator shall furnlsh the DlVlSlon and each
__kno;n working interest owner an itemized schedule of actual well
é;costs within 90 days following completiqﬁ of the well} that if
f?no objection to the actual well costs is received by the Diviéibn

11
and the Division has not objected within 45 days follow1ng recelpt

VS

’ well costs; provided however, that if there is an objectlon to

! actual well costs within said 45~day period the Division will }
! i . -

.determine reasonable well costs after public notice and hearing. |

: :

|

(6) That within 60 days following determination of reason-

' able well costs, any non-consenting working interest owner who

i
if

i';
i
‘
|
!r

ti
g
s
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above shall pay to the operator his pro rata sharc of the amount
that réasonable well costs cxcced cstinated well costs and shail

- P o i L i - L
R T . 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 authorlzed to w1thhold

the following costs and charges from production:
. {({A) The pro rata share of reasonable well costs

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.

(B) " As a charge for the risk involved in the
drilling of the well, 42Q§L percenf of the pro rata
share of reasonable well costs attributable

I - to each non-consenting working interest

. - owner who has not baid‘hismgﬁare of estimated g

well costs within 30 days from the.date the
schedule of estimated well costs is furnishéd.ﬂ

 ”§‘ ; - L ; - to him,:

(8) That the operator shall distribute said costs and

charges withheld from prbduction to the parties who advanced

“the well costs.
‘(9) That $ 55@&§2 per month while drllllnq and

;2¢;Z7 per month while produc1ng are hereby flxed as ?

reasonable charges for superv151on (comblned fixed rates); that the_

; : i
7operator is hereby authorized to withhold from production the

fproportionate share of such supervision charges attributable to

feach-nbn—conSenting working interest, and in addition thereto, the’
i ; 5

ﬁoperator is hereby authorized to withhold from production the
proportlonate share of actual expendltures requlred for operatlng

:such well, not in excess of what are reasonable, attrlbutable to

< each non—consentxng working interest.
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_paid to the true owner thereof upon demand and proof of ownership;

_6..
Casco
Ordcer No.

.

(10) That any unscvered mincral interest shall be considered

a scven-cighths (7/8) working interest and a one-eighth (l/8f

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

interesté share of production, and no costs or charges shall

be withheld from production attributable to royalty interests.

(12) That all proceeds frdm{production‘from the subject

well which are not disbursed for any reason shall immediately

be placed in escrow in San Juan Coﬁnty, New Mexico, to be

that the operator shall notify the Division of the hame and

address of said escrow“agent within 30 days from the date of

first deposit with said escrow agent.

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

entry of such further Qrders as the Division may deem neceéssary.

'DONE at Santa Fe,'New]Mexico,'on the day and year herein-

above designated. L
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