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. dugan production corp.
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Frank Chavez
New Mexico 0i1 Conservation Division

1000 Rio Brazos Rd.
Aztec, NM 87410

| July 12, 1984

Application for Amendment to 44T
Division Order R-7365
JEROME P. MCHUGH - Mother Lods #1
Unit H, Sec. 3, T24ii, R2W, NMPi
Rio Arriba County, New Mexico
Case No. 8310, Exhibit C2

———J

RE: Proposed Revision of Allocation Factors
Jerome P. McHugh's Mother Lode #1
Gavilan Mancos-Dakota Fields
Unit H, Sec. 3, T-24N, R-2W, NMPM
Rio Arriba County, New Mexico

Dear Mr. Chavez:

We are are writing to request your approval of revised allocation factors
to be utilized in splitting production between the Mancos and Dakota
formations in the captioned well.

Currently, as provided by Order R-7365, dated October 4, 1983, the Mancos
formation receives 79% of the o0il and 91% of the gas, while the Dakota
formation is allocated 21% of the oil and 9% of the gas. It is proposed
that the oil allocation factor be revised to reflect 97% of the commingled
stream being allocated to the Mancos and 3% of the commingled 0il stream
allocated to the Dakota. The gas allocation factors should not be changed.

The proposed revised allocation factors are necessitated by the fact that
production has improved since the initial testing, at which time a combined
potential of 78 BOPD with an average GOR of 4615 was indicated (63 BOPD

with a GOR of 5190 from the Mancos perforations 6765-7070' and 15 BOPD with
a GOR of 2200 from Dakota perforations 7861-8108'). The early testing
indicated that the well would flow intermittently and appeared to be a
mediocre well. Upon installing artificial 1ift equipment in November of
1983, the commingled production averaged 317 BOPD during December 1983 and has
consistently produced at rates exceeding that indicated by the initial
potential, which was utilized in determining our original allocation
factors. It is our belijef that the increase in productivity actually
exhibited by the well is the result of natural fractures in the Mancos
cleaning up with production. During the drilling of the Mancos, we did
encounter lost circulation and it was necessary to include lost circulation
material in our mud system in order to maintain circulation. It is believed
that this is indicative of natural fracturing within the Mancos. The Dakota
interval was drilled with no lost circulation and it is believed that the
initial potential is indicative of the productive capacity of the Dakota
formation.
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With respect to gas production, gas sales were commenced 3-22-84 and since
that time the commingled stream GOR has averaged 469 SCF/STB, much less

than anticipated from our initial testing. With the revised o0il allocations
anc¢ the reported gas production, the GOR during the past 2 months has averaged
437 SCF/STB from the Mancos and 1872 SCF/STB from the Dakota. These GOR's

are in line with the GOR's indicated from testing and/or production in other
wells in the field.

I have summarized the production submitted to date for the Mother Lode #1 on the
attached tabulation and have also indicated the numbers as revised, utilizing
the proposed revised allocation factors. It is my belief that it is necessary
to make these revisions in order to avoid misrepresenting the true productive
capacity of the Dakota in this general area. As can be seen from the
tabulation, based upon our current allocations, the Dakota is indicated

to have averaged up to 82 BOPD and actually averaged 39 BOPD per producing

day during the last 7 months of production on rod pump. These high rates

of production from the Dakota are unrealistic, considering the initial

testing and the reservoir parameters that are indicated from the open hole

Togs and sample analysis. As can be seen from the revised production schedule,
the actual Dakota production during the last 7 months averaged 5.8 BOPD with
the increase in productivity being from the Mancos interval. It has been

our contention ever since the date of first production that the Dakota
reservoir in this general area is of secondary interest and that the

primary zone of interest is the Mancos and we believe that the revised
allocation factors proposed herein more properly reflect this fact than

do our original factors based upon an initial potential totaling 78 BOPD.

Should you have questions regarding this matter or need additicnal information,
please feel free to contact me.

Sincerely,

6#%441V»4; 2.

John D. Roe
Petroleum Engineer

fp
cc: Jerome P. McHugh

Attachment
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MANCOS ONLY -(1st production in 3/82 thru 7/27/83)
1982- 161 day Avg=44 BOPD+ 382 MCFD (GOR=8677) 4/83- 28 day Avg=67 BOPD+534 MCFD (GOR=7970)
1/83- 27 day Avg=63 BOPD+ 576 MCFD (GOR=9143) 5/83- 31 day Avg=51 BOPD+605 MCFD (GOR=11863)
2/83- 22 day Avg=49 BOPD+ 630 MCFD (GOR=12857) 6/83- 30 day Avg=51 BOPD+597 MCFD (GOR=11706)
3/83- 31 day Avg=41 BOPD+ 812 MCFD (GOR=19805) 7/1-27/83 15day Avg=71BOPD+563MCFD{GOR=7930)

MANCOS & DAKOTA COMMINGLED (7/28 thru 10/9/83)
7/28 thru 8/31/83 -~ 35 day Avg= 98 BOPD + 488 MCFD (GOR=4980) {gas volumes from C-115)
9/83 - 29 day Avg= 108 BOPD + 385 MCFD (GOR=3565) (gas volumes from C-115)
10/1 thru 9/83 - 3 day Avg = 111 BOPD + 225 MCFD (GOR=2027)

DAKOTA ONLY 10/10 thru 11/30/83
10/10 thru 31/83 - 20 day Avg = 13 BOPD + 131 MCFD (GOR=10,077) (gas volumes from C-115)
11/83 - 30 day Avg = 6 BOPD + 88 MCFD (GOR=14,728) (C-115 gas volumes=44 MCFD,
GOR from C-115 = 7772)

MANCOS ONLY 12/1/83 thru current _
12/83- 30 day Avg= 80 BOPD+366 MCFD (GOR=4429) 4/84- 28 day Avg=103 BOPD+250 MCFD (GOR=2428)
1/84- 27 day Avg=100 BOPD+320 MCFD (GOR=3192) 5/84~ 31 day Avg= 97 BOPD+246 MCFD (GOR=2552)
2/84- 22 day Avg=119 BOPD+293 MCFD (GOR=2469) 6/84- 30 day Avg= 82 BOPD+182 MCFD (GOR=2223)
3/84- 31 day Avg= 92 BOPD+243 MCFD (GOR=2642)
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