RECEIVED

SEP 11 2007 FORM APPROVED

Form ?5%003) OMB No. 1004-0137

Apri {8 N

“ UNITED STATES Bureau (_)f Land Man E.XP ies March 31, 2007
DEPARTMENT OF THE INTERIOR  Fammington Field Qfftel.case Serilto

BUREAU OF LAND MANAGEMENT
APPLICATION FOR PERMIT TO DRILL OR REENTER

6 If Indian, Allotee or Tribe Name

7 KUnitorCA N
la. Typeofwo [ XIDRILL [Jreenter Unit or CA Agreemment, Name and No.
8. Leass Name and Well No.
b, Typeof Well: [ Jou wetl [X]Ges Wett [ Joter [siagle Zone [ JMuttiple Zone Satchmo Com #2
Nams of Operat : 9. API Well No.
2 Name o Dugan Production Corp. 30_045_3 quag
3a Address 709 East Murray Drive 3. Phone N0 (inchuds area cod) 10. Field and Pool, or Exploratory
Farmington, NM 87401 505-325-1821 Basin Fruitland Coal

4 Location of Well (Report Invation clearly and in accordans with any Siave requirements %) 11. Sec, T. R M. ar Bllc and Survey or Area

Atarface 1550' FSL & 1350' FEL, Lat. 36.16575 N. ~~Sec. 4, T22N, R8W
Atproposedprod. 20ne Same as abovbe. Long. 107.68253 W. J NMPM
14, Distance in miles and direction from nearest town or post office® 12. County or Parish 13. State
Approx. 8-miles SE of Nageezi, New Mexico San JUan NM C
15, Distence from propased* 16. No. of acres in lease 17. Spacing Unit dedicated to this well
locatimhnﬂmst 1350 Feet
1,041.34 acres E/2, 322.50 acres
{Aiﬁmmmmiﬂiuifmy)
18 Distance from Tocation® 19. Proposed Depth 2. BLMABIA Bend N0
apphedfntw;%thslme.ﬁ?pkm Approx. 2,700 1220 Feet On File N MOIL{D
21 Elcvations (Show whether DF, KB, KT, GL, eic) 2 Approximaie date work will sart® 23 Estimated duration
GL-6825" ASAP 5-Days
24. Attachments
The following, completed in accordance with the requirements of Onshore Oil and Gas Order No.1, shail be attached to this form: BOUD D T 1507
1. Well plat certified by a registered surveyor. 4. Bond 1o cover e operations unless covered by a existing bond ag file (see" .
2 ADelgrin e 2 o). oI GG, DR
3. A Surface Use Plan (if the location is on Nationa! Forest System Lands, the | 5. Operator certification nicy. 3
SUPOshallheﬁledwithﬂnappmpriathomServiceOﬁ'me) 6. Suchothumespemﬁcmﬁ)mnnonmdlorplmasmybemqmdbyﬂxe
anthorized officer.
25. Signatore Name (Printed/Typed) Date
1247 /?&/‘M /é/l/\' Kurt Fagrelius Sept. 11, 2007
Title Geologlst
?s /’AJ VAR
Approved Name (Primted/T; Date <
” @%@m " o6 T
Title Office

Application approval dees not warrant or cemfy that thc applicant holds legalor equitable title to those nights in the subjectlease which would entitle the applicantto
conduct operations thereon.
Conditions of approval, if any, are attached.

Title 18 USC. Section 1601 and Title 43 US.C. Section 1212, make ita crime for any person knowingly and willfully to make to any department or agency of the United
States any false, fictitious or fraudulent smemcnuormpmmmmasmmymuwnhmmmﬁnm

*(Insiructions on page 2)
A water based gel-mud will be used to drill surface and production casing hole.
Standard 2,000 psi BOP will be used to drill production hole. The Fruitland Coal
will be completed from approximately 1050' - 1062'. The interval will be fracture

stimulated.

NOTIFY AZTEC 07D 24 HRS.
PRIOR TO CASING & CEMENT

0CT 1
DRILLING OPERATIONS AUTHORIZED ARE NMGCD T 18 2007

SUBJECT TO COMPLIANCE WITH AT = CHED % O)\) . Tms action 1s subject to techtnlizg é?:?:( 31653
“GENE JE 5" rocedural review pursuant to
NERAL REQUIREMENTS", gnd appeal pur suant to 43 CFR 3165, 4



Distract I
1625 N. French

Distract 11

Dr., Hobbs, NM

88240

Energy. Minerals & Natural Resources Department

1301 W. Grand Avenue, Artesia, NM 88210

District 111

1000 Rio Brazos Rd. Aztec, NM 87410

District IV

State of New Mexico

OIL CONSERVATION DIVISION
1220 South St. Francis Dr.
Santa Fe, NM 8750

Form C-102

Revised Octoher 12, 2005

Instructions on back

Submit to Appropriate District Office
State Lease - 4 Copies

Fee Lease - 3 Copies

@@.@%E@l AMENDED REPORT

1220 S. St Francis Dr, Santa Fe, NM B7505 %‘S"
qrp 117007
WELL LOCATION AND ACREAGE DEDICATIQNsRignmem
[ "API Number ~ *Pool Code Bu ;:.-wgtﬂ‘d?ﬁ
2
\)b MS R Q\L_\L‘S.S 71629 BASIN FRUITLAND COAL
‘Property Code *Property Name *Well Number
% 7 ?’L SATCHMO COM 2
’QGRIO No *Operator Name *Elevation
006515 DUGAN PRODUCTION CORPORATION 6825°
10 Syrface Location
W o lot no. Sectaon Township Ranga Lot Ion Fest frum the North/South line Feet from the East/West lare County
J 4 22N 8W 1550 SOUTH 1350 EAST SAN JUAN
1Bpttom Hole Location If Different From Surface
( W or ot no Section Township Range Lot Ion Feet from the North/South 1ine Feet from the tast/Mest line County
2 Dedicated Acres \ Buont o Infall | ™ Consoladation Cove | Order No.
322.50 Acres - (E/2)

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

2624 82" | 5637 36 ¥ OPERATOR CERTIFICATION

I hereby certify that the information contained
herein is true and complete to the best of my
knowledge and belief, and that this organization,
either owns a working interest a;‘wmleatser:
11g
bottom-hole location or has a right
to ar1l] this well at this location pursuant

LoT
2 \ 1

1370.49°

g
agreement o a compulsory pooling
heretofore entered by the division.

-
f ZZKZ f{;_; Al ;/14 9/11/2007
Signature Date

Kurt Fagrelius

NM-55836 |

I I\—TM—90;68

Printed Name
®SURVEYOR CERTIFICATION

I hereby certify that the well location
shown on thig plat was plotted from field
notes of actual surveys made by me or under
my supervision, and that the same 1s true
and correct to the best of my belief

Date of Survey: AUGUST 3, 2007

Signature and Seal of Professional Surveyor

LONG: 107.68253 W

l LAT: 36.16575 ‘N
X DATUM: NAD1983

1350’

2642 b4
]
]
1
|
L
]
]
550"
]
]
2641 98

5265.48°

Certificate Number 15269




Submit 3 Copies To Appropriate District State of New Mexico Form C-103
Office

District § Energy, Minerals and Natural Resources May 27, 2004
1625 N. French Dr., Hobbs, NM 88240 WELL API NO. -

District If 30-045- \)LHQ ;
1301 W. Grand Ave, Artesta, NM 88210 OIL CONSERVATION DIVISION -

301 . 5. Indicate Type of Lease Federal XX

District IIl 1220 South St. Francis Dr. STATE [1 FEE [}

1000 Rio Brazos Rd , Aztec, NM 87410

District [V Santa Fea NM 87505 6. State Oil & Gas Lease No.
. 1220 8. St. Francis Dr., Santa Fe, NM Federal NM-90468

87505

SUNDRY NOTICES AND REPORTS ON WELLS 7. Lease Name or Unit Agreement Name

(DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO A
DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT" (FORM C-101) FOR SUCH
PROPOSALS.)

Satchmo Com

1. Type of Well: Oil Well []  Gas Well [X] Other 8. Well Number 2
2. Name of Operator . 9. OGRID Number

Dugan Production Corp. 006515
3. Address of Operator 10. Pool name or Wildcat

709 East Murray Drive, Farmington, NM 87401 ) )
Basin Fruitland Coal

4. Well Location
Unit Letter M . 1550  geetfromthe  SOUth lineand 1350 feet fromthe  east  line
Section 4 . Township 22N  Range 8W NMPM ' C

11. Elevation (Show whether DR, RKB, RT, GR, etc.)
GL-6825" !

Pit type_Drilling Depth to Groundwater+100 'Distance from nearest fresh water well+1 000 'Distance from nearest surface water_+200°

Pit Liner Thickness: 12 mil Below-Grade Tank: Vol . bbls; Construction Material __Synthet ic
12. Check Appropriate Box to Indicate Nature of Notice, Report or Other Data
NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
PERFORM REMEDIAL WORK [[] PLUG AND ABANDON [] REMEDIAL WORK [0 ALTERING CASING []
TEMPORARILY ABANDON [J CHANGE PLANS | COMMENCE DRILLING OPNS.[] PANDA (W]
PULL OR ALTER CASING [0 MULTIPLE COMPL O CASING/CEMENT JOB W
OTHER: Reserve pit for drilling (lined) X OTHER: [

13. Describe proposed or completed operations. (Clearly state all pertinent details, and give pertinent dates, including estimated date
of starting any proposed work). SEE RULE 1103. For Multiple Completions: Attach wellbore diagram of proposed completion
or recompletion.

See APD cover page.

1 hereby certify that the information above is true and complete to the best of my knowledge and belief. I farther certify that any pit or below-
grade tank has been/will be constructed or closed according to NMOCD guidelines [X], a general permit [] or an (attached) alternative OCD-approved plan [J.
Modified only a/s,p.er Federa)l Conditions of Approval.

SIGNATURE 1/4’ f

TITLE_Geologist DATE 9/11/2007
Kurt Fagrelé’us kfagrelius@duganproduction.com 505-325-1821
Type or print name E-mail address: Tejephone No.
For State Use Only Deputy Qil & Gas Inspecto IJ

District #3 0CT 18 2007
APPROVED BY: TITLE DATE
Conditions of Approvdl (if any):




EXHIBIT B
OPERATIONS PLAN
Satchmo Com #2

APPROXIMATE FORMATION TOPS:

Ojo Alamo : 400
Kirtland 500’
Fruitland 770
Pictured Cliffs 10707
Total Depth 1220’

Catch samples every 10 feet from 950 feet to total depth.
LOGGING PROGRAM:
Run cased hole GR-CCL-CNL from total depth to surface.

CASING PROGRAM:

Hole Casing Setting Grade and
Size Size Wt./ft. Depth Condition
12-1/4" 8~5/8" 24% 120’ ' J-55
7 5-1/2" 144 1220 J-55

Plan to drill a 12-1/4"” hole and set 120’ of 8-5/8"” OD, 24%, J-
55 surface casing. Then plan to drill a 7” hole to total depth
with gel-water mud program to test the Fruitland Coal. 5-1/27,
14#, J-55 production casing will be run and cemented. Cased
hole GR-CCL-CNL log will be run. Productive zone will be
perforated and fractured. After frac, the well will be cleaned
out and production equipment will be installed.

CEMENTING PROGRAM:

Surface: Cement to surface with 70 cf Class B + 2% CaCl,.
Circulate to surface.

Production Stage-Cement with 110 cf 2%lodense with
4# celloflake/sx followed by 80 cf Class “B” with
Y# celloflake/sx.
Total cement slurry for production stage is 190 cf
Circulate cement to surface.

An adequate spacer will be pumped ahead of the cement slurry to
help prevent mud contamination of the cement. An adequate
number of casing centralizers will be run through usable water
zones to ensure that casing is centralized through these zones.
The adequate number of centralizers will be determined based on



API standards. Centralizers to impart a swirling action around
the casing will be used just below and into the base of the
lowest usable water zone. These devices will assist mud
displacement, increase cement bonding potential and create an
effective hydraulic seal. A chronological log will be kept
which records the pump rate, pump pressure, slurry density, and
slurry volume for the cement job. The log will be sent to the
BLM after completion of the job.

Maximum Anticipated Bottom Hole Pressure - 400 psi.

Drilling Fluid - will be fresh water with bentonite (8.9#/gal).

WELLHEAD EQUIPMENT:
Huber 8-5/87x5-1/2” casing head, 1000# WP, tested to 20004#.
Huber 5-1/2”x2-7/8” tubing head, 1000# WP, tested to 20004#.

BOP and Related Equipment will include for a 2000 psi system:

(Exhibit D)

Annular preventer, double ram, or 2 rams with one
being blind and one being a pipe ram.

Kill line (2" minimum)

1 kill line valve (2" minimum)

1 choke line valve

2 chokes

Upper kelly cock valve with handle available

Safety valve and subs to fit all drill string
connections in use.

Pressure gauge on choke manifold.

2" minimum choke line.

Fill-up line.

Contacts:
Dugan Prod.Corp. Office & Radio Dispatch: 325-1821

Mark Brown 327-3632 (H)
320-8247 (M)

Kurt Fagrelius 325-4327 (H)
320-8248 (M)

John Alexander 325-6927 (H)
320-1935 (M)



DUGAN PRODUCTION CORPORATION SATCHMO COM #2
1550’ FSL & 1350’ FEL, SECTION 4, T22N, R8W, NMPM

> B SAN JUAN COUNTY, NEW MEXICO ELEVATION: 6825’
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Note: Contractor should call One-Call for location of any marked or unmarked buried pipelines

or cables on well pad and/or access road at least two (2) working days prior to construction
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Typical Location
For a Fruitland Coal Well

‘ASatchmo Coqwﬁz

EXHIBIT C.
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DUGAN PRODUCTION CORP.



Well Control Equipment Schematic for 2,000 psi BOP

BOP Stack r*-—l
B 3 Flow Line
Fil-ip Line U | (]

Pipe Rams

- 'Q LIBIHX3

o
)
=

Prissure
Gauge

et

-V

-
N

~ Blind Rams

Adjustable
Choke

Choke & Kill Piggi_ jve o
Manifold e 2T MM, Bynags to Pit
4 (optional) ey

Pressure
Gaujie

From BOP 7
Stack £ 7] e ! To Tank or Pit ———
27 Minm. =" 27 Minii.
Adjustablei e erisseioe———— 7} To Tank or Pit — 5
Choke 2" Minm.

Working Pressure for all equipment is 2,000 psi or greater

DUGAN PRODUCTION CORP.
Satchmo Com #2




