
STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

APPLICATION G~ DUBAN PRODUCTION 
CORP, FOR COMPULSORY POOLING, 
SECTION 2E-, TOWNSHIP 26 NORTH, 
RANGE 2 WEST, N.M.P.M,; RIO 
ARRIBA COUNTY, NEW MEXICO 

Case No SAIL 

APPLICATION 

COMES NOW Dugan P r o d u c t i o n Corp. and hereby makes 

a p p l i c a t i o n t o t h e New Mexico O i l C o n s e r v a t i o n D i v i s i o n f o r a 

compulsory poc-ling o r d e r p o o l i n g a l l o-f t h e m i n e r a l i n t e r e s t s i n 

t h e Mancos -formation u n d e r l y i n g S e c t i o n 28, Township 26 N o r t h , 

Range 2 West, N.M.P.M., Rio A r r i b a County, New Mexico t o be 

d e d i c a t e d t o an o i l w e i l t o be d r i l l e d a t a s t a n d a r d l o c a t i o n 

t h e son, and i n s u p p o r t t h e r e o f s t a t e s t h e - f o i l owi ngs 

1= The proposed w e l l p r o r a t i o n u n i t i s w i t h i n one m i l e of 

t h e G a v i l a n Mancos o i l pool and upon c o m p l e t i o n , under t h e s t a t e 

r u l e s , w i l l become an e x t e n s i o n t o t h e G a v i l a n Mancos O i l P o o l , 

t h e u l e s +or which e s t a b l i s h 640 acr e s as t h e p r o r a t i o n u n i t f o r 

a w e l l p r o d u c i n g there-?rom. 

2= The o p e r a t i n g r i g h t s u n d e r l y i n g s a i d s e c t i o n 2B I n t h e 

Mancos f o r m a t i o n a r e owned as f o l l o w s ; 

Working i n t e r e s t Owner f e r c e n t I n t e r e s t 

Dugan P r o d u c t i o n Corp. 
Mountain S t a t e s N a t u r a l Gas Corp. 
Mesa Grande Resources, I n c . 
Robert L, Bayless 
Sun E x p l o r a t i o n & P r o d u c t i o n Co. 
H u n t i n g t o n T. Walker 
Kindermac P a r t n e r s 

40.6250000 
24= 4930400 
13=7500000 
0=3125000 

15=6250000 
0=1153565 
0=0791010 

T o t a l 100=0000000 



STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

APPLICATION OF DUGAN PRODUCTION 
CORP. FOR COMPULSORY POOLING, 
SECTION 28, TOWNSHIP 26 NORTH, 
RANGE 2 WEST, N.M.P.M,, RIO 
ARRIBA COUNTY, NEW MEXICO 

Case No. 

APPLICATION 

COMES NOW Dugan P r o d u c t i o n Corp. and hereby makes 

a p p l i c a t i o n t o t h e New Mexico O i l C o n s e r v a t i o n D i v i s i o n f o r a 

compulsory p e e l i n g o r d e r p o o l i n g a l l o f t h e m i n e r a l i n t e r e s t s i n 

t h e Mancos f o r m a t i o n u n d e r l y i n g S e c t i o n 28, Township 26 N o r t h , 

Range 2 West, N.M.P.M.-, Rio A r r i b a County, New Mexico t o be 

d e d i c a t e d t o an o i l w e l l t o be d r i l l e d a t a s t a n d a r d l o c a t i o n 

t h e r e o n , and i n s u p p o r t t h e r e o f s t a t e s t h e f o l l o w i n g : 

1. The proposed w e l l p r o r a t i o n u n i t i s w i t h i n one m i l e o f 

t h e G a v i l a n Mancos o i l pool and upon c o m p l e t i o n , under t h e s t a t e 

r u l e s , w i l l become an e x t e n s i o n t o t h e B a v i l a n Mancos O i l P o o l , 

t h e - u l e s f o r which e s t a b l i s h 640 a c r e s as t h e p r o r a t i o n u n i t f o r 

a w e l l p r o d u c i n g t h e r e f r o m . 

The o p e r a t i n g r i g h t s u n d e r l y i n g s a i d s e c t i o n 28 i n t h e 

Mancos f o r m a t i o n a r e owned as f o l l o w s ; 

Working I n t e r e s t Owner Perc e n t I n t e r e s t 

Dugan P r o d u c t i o n Corp. 
Mountain S t a t e s N a t u r a l Gas Corp. 
Mesa Grande Resources, I n c . 
Robert L. Bay less-
Sun E x p l o r a t i o n ?< P r o d u c t i o n Co. 
H u n t i n g t o n T. Walker 
Kindermac P a r t n e r s 

40.6250000 
24.4930400 
18.7500000 
0.3125000 

15.6250000 
0.1153565 
0.0791010 

T o t a l 100.0000000 



3= Leota Jones, T r u s t e e of t h e Leota Jones t r u s t , and Annie 

M= W h i t e , deceased, a r e f e e owners of m i n e r a l i n t e r e s t s whose 

l e a s e s c o n t a i n p o o l i n g c l a u s e s which l i m i t p o o l i n g f o r o i l w e l l s 

t o 320 a c r e s , and t h e i r i n t e r e s t s must be f o r c e - p o o l e d i f t h e y do 

n o t amend t h e i r l e a s e s t o a l l o w p o o l i n g on 640 a c r e s . 

4. Dugan P r o d u c t i o n Corp. has t h e r i g h t t o d r i l l and 

produce a w e l l a s t a n d a r d l o c a t i o n t h e r e o n . 

5. By l e t t e r d a t e d September 16, 1987, Dugan P r o d u c t i o n has 

r e q u e s t e d t h a t t h e o t h e r w o r k i n a i n t e r e s t owners j o i n i n a w e l l 

t o be d r i l l e d a t a s t a n d a r d l o c a t i o n t h e r e o n . 

6. Dugan P r o d u c t i o n Corp. i s q u a l i f i e d and s h o u l d be 

d e s i g n a t e d as t h e o p e r a t o r of t h i s w e l l . 

7. The o p e r a t o r s h o u l d be a l l o w e d t o r e c o v e r t h e c o s t s o f 

d r i l l i n g , c o m p l e t i n g , and o p e r a t i n g t h e proposed w e l l . 

3= The o p e r a t o r s h o u l d be a l l o w e d t o r e c o v e r f r o m t h o s e 

p a r t i e s n o t e l e c t i n g t o p a r t i c i p a t e i n t h e d r i l l i n g of s a i d w e l l , 

o r who choose t o pay t h e i r s hare of c o s t s o u t o f proceeds of 

p r o d u c t i o n , an a d d i t i o n a l r i s k f a c t o r , and 200% o f t h e c o s t s o f 

d r i l l i n g , c o m p l e t i n g and o p e r a t i n g t h e w e l l i s a r e a s o n a b l e r i s k 

f a c t o r , and t h e o p e r a t o r s h o u l d be a l l o w e d t o w i t h h o l d t h a t 

amount fr o m t h e proceeds of p r o d u c t i o n . 

9. Those p a r t i e s f o r c e — p o o l e d by t h i s o r d e r who e l e c t t o 

p a r t i c i p a t e i n t h e d r i l l i n g of t h e w e l l s h o u l d be r e q u i r e d t o pay 

t h e e s t i m a t e d c o s t s of d r i l l i n g i n advance of d r i l l i n g i n o r d e r 

t o a v o i d p a y i n g a r i s k f a c t o r . 

10. A r e a s o n a b l e charge f o r a d m i n i s t r a t i v e overhead i s 

$4,000 per month w h i l e d r i l l i n g and $400 per month w h i l e 

o p e r a t i n g . 

11. The g r a n t i n g of t h e o r d e r r e q u e s t e d i n t h i s a p p l i c a t i o n 

w i l l s e r v e t o a v o i d waste by p r e v e n t i n g t h e d r i l l i n g o f 

unnecessary w e l l s and w i l l p r o t e c t t h e c o r r e l a t i v e r i g h t s of t h e 

p a r t i es. 

THEREFORE, A p p l i c a n t 

p o o l i n g a l l t h e m i n e r a l 

u n d e r l y i n g a l l of S e c t i o n 

r e q u e s t s t h e D i v i s i o n e n t e r an o r d e r 

i n t e r e s t s i n t h e Mancos f o r m a t i o n 

28, Township 26 N o r t h , Ranae 2 West, 



N.M.P.M,, Rio A r r i b a County, New Mexico, and f u r t h e r r e q u e s t s 

t h a t t h e D i v i s i o n d e s i g n a t e Dugan P r o d u c t i o n Corp. as t h e 

o p e r a t o r of s a i d w e l l , and t h a t i t make a d d i t i o n a l f i n d i n g s and 

o r d e r s t h a t t h e s t a t e m e n t s of t h e A p p l i c a n t h e r e i n a r e c o r r e c t 

and such o t h e r o r d e r s and f i n d i n g s as may be a p p r o p r i a t e and 

s u p p o r t e d by e v i d e n c e which may be p r e s e n t e d b e f o r e t h e D i v i s i o n . 

R e s p e c t f u l l y S u b m i t t e d 

Robert G. S t o v a l l 
A t t o r n e y f o r A p p l i c a n t 
P.O. Box 10021 
F a r m i n g t o n , N.M. 87499 
<505> 326-3359 


