State of New Mexi -107-
S;S::ﬁ;l'mv NN 882411980 Energy! Minerals :‘nt; Nuluer:vl R:::uorces Department FOHT;‘D% }_929':
DISTRICT If CONSERVATION DIVISION APPROVAL PROCESS:
811 South Frst SL, Avlesis, NM 88210-2833 2040 S. Pacheco XAdministrative ___Haearing

Santa Fe, New Mexico 87505-8429 -
DISTRICT Hi EXISTING WELLBORE
1000 Rio Brazos Rd. Artec, NM 87410-1683 APPLICATION FOR DOWNHOLE COMMINGLING XYES __MHO
Dugan Production Corp. / P. O. Box 420, Farmington, NM 87499-0420
Operator T Address
Zappa 3 P-27-T22N-R8W San Juan
Ceave Wl Fio ALK - Sec - Twp- Roe Torty

Spacng Uit Lease Types: (check t or more)

OGRIDNO. ___006515 Property Code _ 013361 APt NO. ___30-045-29908  Federal X, State ___, (anaer) Fea___

The ngd facis are submitted In
support of downhole commingling:

1. Pool Name and Basin Fruitland Coal Bistl Chacra
Pool Code 71629 96166

2. Top and Bottom of _ 752-718 1130-1252

ay Section (Perforations) (proposed) e

T f production Gas '\§ G
y{anovaas) /@ *

4. Mathod of Production Flowin N Flowing
(Flowing or Astificial Lift) -possnay adtificial lift F

©w A
5. Bottomhole Pressure a.géCurreng a
190 PSIA @ 765’ ( 300 PSIA @ 765" (estimated)

Oil Zonas - Artificial Lift:
Estimated Current

Gas & Oil - Flowing:
?Aeasurod Curtent

Alt Gas Zonas: (Original) ‘\\" .
; o b. b.
Estimated Or Measured Original b.190 PSIA @ 765 (estim 4‘, “3' 300 PSIA € 765’ (estimaled)
AVAIAL
B = o
6. Oil Grav%("APl) of +1020 BTUI/CF +1120 BTU/CF
Gas B Content
7. Producing or Shut-In? To be completed Shut-in
Production Marginal? (yes or no) Anticipated to be yes
* 1f Shut-In, give date and oil/gas/ : . N
wate rates of last p«oducnong Date: Oate: Dale: 12.7-99
Rates: Rates: Rates: Max SIWHP = 254 PSIA

Hots: For new zones with no production history,
applicant shall be required 1o attach producticn

eslimates and supporting dala

* If Producing, give date andoil/gas/ Date: Dater Date!
water rates of recent test Rates: Rates: Rates.
(within 60 days)
8. Fixed Percentage Allocation Git: o O Oit: Gas: ol Gas
Formula -% for each zone % 50% % % % 50%

9. If allocation formula is based upon somethin? other than current or past production, or is based upon some other method,
submit attachments with supporting data and/or explaining method and providing rate projections or other required data.

10. Are all working, overriding, and royalty interests identical in all commingled zones? XYes __ No
If not, have all working, overriding, and royalty interests been notified by certified mail? Yes ___ No
Have'all offset operators been given written notice of the proposed downhole commingling? XYes —_No
11. Will cross-flow occur? X Yes ___ No  If yes, are fluids compatible, will the formations not be damaged, will any cross-
flowed production be recovered, and will the allocation formuia be refiable. X Yes ___ No (If No, attach explanation)
12. Are all produced fluids frem all commingled zones compatible with each other? XYes __ No
13. Will the value of production be decreased by commingling? ____Yes XNo (if Yes, attach exptanation)
14. If this well is on, or communitized with, state or federal lands, either the Commissioner of Public Lands or the
United States Bureau of Land Management has been notified in writing of this application. XYes ___No
15. NMOCD Reference Cases for Rule 303(D) Exceptions: ORDER NO(S).

16. ATTACHMENTS: . o . .
*'C-102 for each zone to be commingled showing its spacing unit and acreage dedication.-Attachments 1 & 2
* Production curve for each zone for at least one year. (If not available, attach explanation.)-Attachment No. 3
* For zones with no production history, estimated groductlon rates and supporting data.- Attachment No. 3
* Data to support allocation method or formula.-Attachment No. 3
* Notification list of all offset operators.-Attachment No. 4 .
* Notification list of working, overriding, and royalty interests for uncommon interest cases.
* Any additional statements, data, or documents required to support commingling.

| hereby certify that the information above is true and complete to the best of my knowledge and belief.

SIGNATURE Gl B, Fne TITLE _Engineering Manager DATE February 10, 2000
/4

TYPE OR PRINT NAME John Roe TELEPHONE MO. (505) 325-1821




District 1 State of New Mexico Form C-102
PO Box 19%0, [Hobbs, NM $8241-1980 Energy, Minerals & Natural Resourcer Departinent Revised Febmary 21, 1994
District 11 . [nstructions oa back
PO Drawer DD, Arteia, NV 382110719 OIL CONSERVATION DIVISION SubmT to Appropriate District Office
District 111 - PO Box 2088 State Lease - 4 Copies
1000 Rio Brazos Rd., Aztce, NM $7410 Santa Fe, NM 87504-2088 Fee Lease - 3 Copics
District 1V -

PO Box 2088, Saota Fe, NM $7504-2088 [C] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

" APl Number ! Pool Code 3 Poal Nume
30 045 29908 96166 Bisti Chacra Ext.
¢ Pruperty Code ! Property Namne * Well Number
013361 Zappa 3
! OGRID No. * Operator Name * Elevation
006515 Dugan Production Corporation 6738
= 19 Surface Location
UL or lot no. Scction Towaship | Ranoge Lot Ida | Feet from the North/South line Fect frum the East/West line County
P 27 22N 8w P 790 South 1190 East San Juan
I Bottom Hole Location If Different From Surface
UL or lot 0o. | Section | Township | Range | Lotldn | Fectfrom the | North/South line | Feet from the | EasUWest line County
3 Dedicated Acrea] " Joiat or Iafill | “ Consolidation Code | * Order No. y
160
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

" OPERATOR CERTIFICATION

1 hereby certify that the information conlained herein is
true and compleie jp the best of my knowledge and belief

C

naflure . -
Sherman E. Dugar/
Printed Name A
Vice-President
Title
4/19/99

Date

Section |27

ﬁ
BSURVEYOR CERTIFICATION

1 heredy certify that the well location shown on this plai
was ploited from field noies of acuual surveys med: b7 m
or under my supervision, and that the same is true and
correct 10 the best of my belicf.

April 6, 1999

Date of Survey

Wik,
Signature and w&@s%nqcr;
WIREEAL7S
Dugan Prod. MEX "

NM 57445 1190'

790" |

AT ST




District {
PO Bax 1950, Uabbs.
District 11

, M 38241-1980

PO Drawer DD, Artesin, NM 382110719

Distriet 111

1000 Rio Brazos Rd., Aztec, NM 37410

District 1Y

PO Box 2088, Santa Fe, NM 37504-2083

WELL LOCATION AND ACREAGE DEDICATION PLAT

State of New Mexico
Energy. Mineraly & Natural Revources Department

~

OIL CONSERVATION DIVISIO
- PO Box 2088
Santa Fe, NM 87504-2088

Form C-102

Revised February 21, 1994
Instructions oa back
o.Appropriate District Office
State Lease - 4 Copies
Fee Lease - 3 Copies

[C] AMENDED REPORT

OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

" APl Number 1 Pool Code ? Pool Name
30 045 29908 71629 Basin Fruitland Coal
¢ Property Code * Property Name ¢ Well Number
013361 Zappa 3
TOGRID Na. * Operatar Name * Plevation
006515 ‘Dugan Production Corporation 6738
o 19 Surface Location
UL oriot a0, | Section | Towaship | Raoge | Lotlda | Feet from the | North/Southline | Feet from the | EasWest line County
p 27 22N 8w 790 South 1190 East San Juan
1T Bottom Hole Location If Different From Surface
UL or lot na. Section | Township Range Lot Ida Feet from the North/South line Fect from the EastWest line Couaty
3 Dedicated Acraa| ? Joint or Iafill | * Consolidation Code | ** Order No.
320
NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED .

16

Section

Dugan Prod.
NM 57445

790"

I” QPERATOR CERTIFICATION
1 hereby certify that the information conlained herein is
true and complese 10 the best of my knowledge and belief

Ft D, Bre_
Sigoature
John D. Roe
Prioted Name

Engineering Manager
Title
January 7, 2000

Date

————-———'—'—______———-——-—————_‘——_—-—_-—
BSURVEYOR CERTIFICATION

l&rabycuﬁﬁdm:h:wdllocndmdwmmdﬁpm
was ploited from field notes of actual surveys made by me
or under my supervision, and that the same is true and
correct 10 the best of my belicf.

April 6, 1999

Date of Survey
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\\\ v _,.uu...ﬁ ////’
WMEX) 0, 2%
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| 1190'
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Spud:
Completed:
Drilled TD:

Casing:

Tubing:
Perforations:

Stimulations:

Production
Testing:

Production
Potential:

Attachment No. 3
Well Completion & Production Potential Summary
Dugan Production Corp.’s Zappa No. 3
Unit P, Section 27, T-22N, R-8W
San Juan County, New Mexico

7-6-99

12-2-99

1405' Plugged back TD: 1362

", 204 @ 120'

4v" 10.54 @ 1398’

23/8",4.7# @ 1198

Bisti Chacra — 1130, 1137', 1144', 1153', 1163, 1172', 1180', 1195, 1207', 1213', 1220/,

1222', 1230, 1237, 1242', 1252'. Total 16 holes.

1. Breakdown 1130'-1252' w/100 gallons 15% HCL @1000 psi. Pumped in @
5 bpm & 800 psi. ISDP = 520 psi.

2. Breakdown 1130' — 1252' w/650 gallons 15% HCL & 32 ball sealers. Had good
ball action & balled out @ 3500 psi.

12-2-99 Swab tubing dry following acid breakdown.

12-3-99 SITP =5 psig, SICP = 50 psig

12-4-99 SITP = 50 psig, SICP = 200 psig
Check fluid level @ 750'.
Swab 1 time & well unloaded. Recovered approximately 2 bbl water.
Shut well in.
Check fluid level after 1 hr. No fluid entry. Shut well in.

12-7-99 SITP = 207 psig SICP = 242 psig
Opened well to pit. Unloaded small amount of fluid. Tubing pressure
bled to 0 psig & casing to 60 psig with well flowing gas at a steady
blow - gas would burn. Shut well in pending frac stimulation.

Bisti Chacra Perforations 1130 — 1252

Completion and testing to date in the Zappa No. 3 indicates the Chacra is productive of
dry natural gas plus a small amount of water and has a shut-in pressure of 254 psia which
is similar to the initial shut-in pressures of other Chacra completions in the general area
(see Attachment No. 6). The Chacra will need to be fracture stimulated to establish

Page 1 of 7.



commercial gas rates. Although there are eight shut-in Chacra completions within
T22N, R8W (ref attachment No. 6), there are no wells that have produced beyond the
completion testing since a pipeline connection is currently not available. The nearest
Chacra production is in Dugan Production’s Dome Rusty 20-22-7 No. 1, located + 4
miles to the east (P-20-22N-7W). The production history for this well is presented on
page no. 4 of this attachment. A total of 31.1 million cubic feet of gas have been
produced over an 18 year period for an overall average of 4.75 mefd. Initial production
averaged approximately 33 mcfd, and the well currently averages +3 mcfd.

Within T22N, R7W, there are a total of 27 Chacra completions with cumulative
production ranging from 9.4 to 113.5 mmcf and averaging + 50 mmcf per well. (Ref. pg
no. 5 of this attachment).

Basin Fruitland Coal

The Fruitland Coal occurs in the Zappa No. 3 wellbore from 752 to 775, and, based
upon cased hole logs plus sample analysis, is believed to be a 23' continuous coal
interval. To date the nearest test of the Fruitland Coal is in Dugan’s Zappa No. 2 (F-20-
22N-8W) approximately 3 miles to the northwest which was completed 9-12-94 testing
methane gas and water following a foam frac job which screened out after pumping %
15,000 Ibs of sand. A shut-in surface pressure of 187 psia has been measured which is
representative of the pressure anticipated for the Fruitland Coal @ * 750'. The nearest
established production from the Fruitland Coal is from Dugan Production’s Sapp No. 90
(B-29-24N-8W) approximately 12 miles to the north. The production history for the
Sapp No. 90 is presented on page No. 6 of this attachment. A total of 122.4 million
cubic feet of gas have been produced over a 5 year period for an overall average of 65
mcfd. Initial production averaged approximately 300 mcfd and the typical incline of gas
production from the Fruitland Coal has not been exhibited. Production had declined to +
3 mcfd and £% to 1 bwpd when rod pump equipment was installed increasing production
to £60 mcfd and 5 bwpd.

Within T24N-R8W there are a total of 10 Fruitland Coal completions with cumulative
production ranging from 631 mcf to 225.9 mmcf and averaging + 68 mmcf per well.

With reference to Attachment No. 7, it can be seen that the Zappa No. 3 is within + 8
miles of the southern outcrop of the Fruitland Coal in the San Juan Basin. This
combined with the fact that the nearest Fruitland Coal production is + 12 miles to the
north and a test of the Fruitland Coal + 3 miles to the northwest did confirm that
production potential does exist in the Fruitland Coal, however since a pipeline
connection is not currently available, sufficient testing has not occurred and we can only
say that the Fruitland Coal does appear to be productive of methane gas plus water.

Thus at this time, we expect to develop marginal gas rates from the Chacra and Fruitland
Coal in the Zappa No. 3, averaging 15-30 mcfd from each zone. Based upon an analysis

Page 2 of 7.



of production from 27 Chacra wells one township to the east and 10 Fruitland Coal wells
two townships to the north, we anticipate developing 50 to 60 mmcf of gas from each
zone.

Summary of Anticipated Zappa No. 3 Production

Initial Production Gas Reserves

MCFD BWPD MMCF
Basin Fruitland Coal 15 to 30 5t0 10 50 to 60
Bisti Chacra 15to 30 1to2 50 to 60

Proposed allocation of Commingled Production*

Gas Water
Basin Fruitland Coal 50% 80%
Bisti Chacra 50% 20%

*NOTE: If the commingled production after 12 months of continuous
production exceeds 60 mcfd indicating that at least one of the zones is producing
at higher than anticipated rates, Dugan Production will consider addidtional
testing of the Zappa No. 3 in order to verify the appropriate production
allocation factors.

Page 3 of 7.
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Attachment No. 4
Offset Lease Ownership
Dugan Production Corp.’s Zappa No. 3
Unit P, Section 27, T-22N, R-8W
San Juan County, New Mexico
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Lease Qwnership

A = Dugan Production Corp. - P. O. Box 420, Farmington, NM 87499-0420
B = Daniel Gonzales - P. O. Box 2475, Santa Fe, NM 87504-2475

C = 40% Yates Petroleum - 105 S. 4 Street, Artesia, NM 88210
20% Myco Industries - P. O. Box 840, Artesia, NM 88210-0840
20% Abo Petroleum Corp. - 105 S. 4® Street, Artesia, NM 88210
20% Yates Drilling Co. - 105 S. 4 Street, Artesia, NM 88210

D= 4% Yates Petroleum - 105 S. 4® Street, Artesia, NM 83210
32% Myco Industries - 105 S. 4 Street, Artesia, NM 88210
329 Abo Petroleum Corp. - 105 S. 4™ Street, Artesia, NM 88210
32% Yates Drilling Co. - 105 S. 4® Street, Artesia, NM 88210
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dugan production corp.

No. 8

/’,?lo/&

February 11, 2000 CERTIFIED-RETURN RECETIPT REQUESTED

To:  Offset Lease Owners (Address List attached)

Re:  Application to NMOCD and BLM for
Downhole Commingling and Unorthodox Well Location
Basin Fruitland Coal and Bisti Chacra Gas Pools
Dugan Production’s Zappa No. 3
Unit P, Section 27, T-22N, R-8W
San Juan County, New Mexico

Dear Offset Lease Owner:
Attached is a copy of the subject application.

Our records indicate that you hold leasehold interest to acreage that is offsetting Dugan’s Zappa No. 3
well located in Unit P of Section 27, T-22N, R-8W. The spacing unit for the existing Bisti Chacra
completion is the SE/4 of Section 27 and the spacing unit for the proposed Basin Fruitland Coal
completion will be the S/2 of Section 27.

Should you have questions or need additional information, please feel free to contact me at the letterhead
address and phone number. Should you have an objection to either of our applications, you should
contact the NMOCD at 2040 South Pacheco in Santa Fe, New Mexico 87505 and we would appreciate

receiving a copy of your objection.
Sincerely,
%/w Q . &'L

John D. Roe
Engineering Manager

JDR/mm
Attachments

cc: NMOCD - Aztec and Santa Fe
BLM

709 E. MURRAY DR. ¢ P O. BOX 420 * FARMINGTON, N.M. 87499-0420 « PHONE: (505) 325-1821 « FAX# (505) 327-4613
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Address List
Offset Lease Ownership
Dugan Production Corp.’s Zappa No. 3
Unit P, Section 27, T-22N, R-8W
San Juan County, New Mexico

Lease Ownership

Abo Petroleum Corp. - 105 S. 4™ Street, Artesia, NM 88210
Daniel Gonzales - P. O. Box 2475, Santa Fe, NM 87504-2475
Myco Industries - P. O. Box 840, Artesia, NM 88210-0840
Myco Industries - 105 S. 4® Street, Artesia, NM 88210

Yates Drilling Co. - 105 S. 4™ Street, Artesia, NM 88210

Yates Petroleum - 105 S. 4" Street, Artesia, NM 88210



