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Ms. Lori Wrotenbery Mr. Steve Henke R s
New Mexico Oil Conservation Division Bureau of Land Management&@%}_ e
1220 South St. Francis Drive 1235 La Plata Highway, Suite A~z -7 S
Santa Fe, NM 87505 Farmington, NM 87401 e
Re: Proposed surface commingling & off-lease measurement

Six wells operated by Dugan Production Corp.
Dugan Production’s Proposed Leah Marie Gas Gathering System

San Juan County, New Mexico
&/Dear Ms. Wrotenbery and Mr. Henke:
We are writing to request your approvals for the surface commingling and off-lease measurement of natural gas
produced from six wells operated by Dugan Production Corp. Four of the wells are located on Federal Lease NM-
55113, and since the proposed CDP sales meter will also be located on this lease, will not require off-lease

measurement, but will require approvals for surface commingling. Two of the wells are located on Navajo Allotted
Lease NOG-8908-1356 and will require approvals to surface commingle and for off-lease measurement.

Ofthe six wells, only one, Dugan’s Leah Marie #1, has an established producing history. A second well, Dugan's Mitzi

No. 1 has recently been completed, but has not been connected to a pipeline. Four of the wells have recently been

drilled, but completions have been postponed until the subject gas gathering system is ready to deliver gas. The six

wells are all located within Section 23, T-26N, R12W and include two Fruitland Coal completions (Pool No. 71629),
- plus four WAW Fruitland Sand-Pictured Cliffs completions (Pool No. 87190).

This new gathering system will be known as the Leah Marie Gas Gathering System and will deliver natural gas to a
central delivery sales meter (CDP) to be installed, operated, and maintained by El Paso Field Services (EPFS) in the
NWSW of Section 23, T-26N, R-12W at the Leah Marie No. 2 well site. Only natural gas will be surface commingled.
All liquids will be separated, stored, and disposed of at each individual well. We do not anticipate any liquid
hydrocarbon production. Dugan Production holds 100% of the working interest in all wells.

Attachment No. 1 was reproduced from the Carson Trading Post USGS Quadrangle topography map and presents
Dugan’s proposed Leah Marie Gas Gathering System along, with the six wells proposed to be connected to the
system. In addition, Dugan Production’s leasehold interest in this area is also presented. This gathering system will
consist of approximately 10,200" of buried 2" to 8~, 160# working pressure, new polyethylene pipe. To insure the initial
system integrity, we will pressure test all lines to approximately 120 psi. To insure continued gathering system integrity,
the entire gathering system will be periodically surveyed, using Dugan’s portable gas detector. The frequency of our
monitoring will primarily be dependent upon the indicated need, but will most likely be at least annually. We anticipate
maintaining a system gathering pressure of 10 psi and will be using a single-stage compressor located atthe CDP to
deliver gas into El Paso’s pipeline, which is currently averaging 50 to 75 psi. Each well will be equipped with
continuous recording allocation meters (Barton dry-flow or similar), which will be maintained by Dugan Production in
accordance with state and federal regulations (currently Onshore Order No. 5). The monthly charts from each
allocation meter will be integrated by a commercial integration company and the volumes recorded will be used to
determine factors for allocating sales volumes, BTU's and revenues from the CDP sales meter to each well.

Attachment No. 2 presents well and lease information for each of the six wells to be connected to the gathering
system. Attachment No. 3 presents the C-102's for each of the wells along with the dedicated spacing units and
associated leases. Attachment No. 4 presents the ownership for each of the six wells, and Attachment No. 5 presents
the proposed allocation procedures.
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The six welis to be connected to this gathering system are completed, or will be completed, in either the WAW
Fruitland Sand-Pictured Cliffs or the Basin Fruitland Coal pools, and the natural gas from each pool is believed to be
mutually compatible. Since five of the six wells have no production history (four have been drilled, but not completed;
and one has been completed, but not first delivered), we only have actual production data for one well, Dugan’s Leah
Marie No. 1, which was completed 10/01/90 in the Basin Fruitland Coal. The production history for this well is
presented on Attachment No. 6, and as of 01/01/02, a total of 131,802 mcf have been produced. Production currently
averages 86 mcfd plus 11 BWPD. Anticipated production of +400 mcfd for each of the wells to be completed is based
upon our experience with similar completions in the general area. Attachment No. 7 presents a copy of a gas analysis
from Dugan’s Leah Marie No. 1 Fruitland Coal completion, which is believed to be representative for the Fruitiand Coal
in this area. Also presented in Attachment No. 7 is a copy of a gas analysis from a Fruitland Sand-Pictured Cliffs
completion in the SW/4 of Section 26, which is also believed to be representative of production from the WAW
Fruittand Sand-Pictured Cliffs in this area. Attachment No. 8 presents a sketch of the Central Delivery Sales Meter
site. The equipment at the CDP will consist of a central compressor, a two-phase separator (to recover any water that
inadvertently gets into the system), a 100 bbl. steel water storage tank, and El Paso’s gas sales meter, which will be an

orifice-type meter.

As previously stated, Dugan Production is the operator and holds 100% of the working interest in all six wells. All
leasehold interest is either Federal or Navajo Allotted, and there is no overriding royalty interest. A complete copy of
this application is being sent to the Farmington Indian Minerals Office (FIMO) for their review and concurrence, asitis
our understanding that FIMO will review this application on behalf of the Navajo Allottees and will provide the Allottees
with whatever notice and information they need. Copies of this application sent to the BLM and FIMO are being sent by
certified return-receipt mail and upon receiving the return receipts, we will provide copies to the NMOCD as evidence
of interest owner notification.

In summary, Dugan Production Corp. is proposing to install a new gas gathering system which will gather produced
natural gas from six wells and deliver the gas to a CDP sales meter belonging to El Paso Field Services. Dugan
Production is the operator of all six wells and will install and operate the Leah Marie Gas Gathering System. A central
gathering system compressor will be installed, which will allow all wells to benefit from the operation of one
compressor and eliminate the need for individual wellhead compressors (which may not be economically feasible for
some wells). A central compressor, as opposed to individual wellhead compressors, will provide an overall more
efficient operation, will reduce the volumes of compressor fuel needed, plus will reduce compressor noise and exhaust
emissions, which is an important consideration since there are people living in this general area (none close to the
CDP site). All gas volumes, BTU's and revenues will be allocated from the CDP to the individual wells using allocation
factors determined from gas volumes recorded by allocation meters located at each well and BTU's determined for
each well. This should help to insure that the proposed surface commingling and off-lease measurement will not
diminish the production value of any one well.

Should you have questions or need additional information, please let me know.

Sincerely,

f——fm D, Fee_

John D. Roe
Engineering Manager

JDR:sh

XC: NMOCD-Aztec
Farmington Indian Minerals Office

H:/Johvroa/Lesh Marie/Gov. Approval 6 Wels in Leah Mane GGS Letter to Wrotenbery



ATTACHMENT NO. 2 -

PAGE 1 OF 1

DUGAN PRODUCTION CORP.
PROPOSED LEAH MARIE GATHERING SYSTEM AND CDP
SAN JUAN COUNTY, NEW MEXICO

/A - Not applicable or not needed.

API No. Well Location Weli Location Completion Current Prod. @ Spacing
Well Name 30-045- | UL-Sec-Twn-Rn Lease No. | Lse.Type | CA Number Pool Date MCFD | BC/D | BW/D Unit

/ELLS TO BE ADDED TO SYSTEM - Lt L R :

2ah Marie No. 1 27126 C-23-26N-12W NM55113 FED N/A Basin Fruitland Coal 10/01/90 86] O 11 W/2-320A

2ah Marie No. 2 29831 L-23-26N-12wW NM55113 FED N/A WAW FR Sand/PC Note 2 400 0 40 SW/4-160A

2ah Marie No. 3 30314 E-23-26N-12W NM55113 FED N/A WAW FR Sand/PC Note 3 400] O 40 NW/4-160A

2ah Marie No. 4 30315 0-23-26N-12W NM55113 FED N/A WAW FR Sand/PC Note 4 4001 O 40 SE/4-160A
CditziNo. 1 (Note5)| 24811 A-23-26N-12W | NOG-9909-1356 | Navajo Allotted N/A WAW FR Sand/PC 02/08/01 400{ O 40 NE/4-160A

fitzi Com No. 90 30093 G-23-26N-12W | NOG-9909-1356 | Navajo Allotted | Pending Basin Fruitland Coal Note 6 400 O 40 E/2-320A
otes:

Production data for Leah Marie No. 1 is actual average during 11/01 and 12/01. Since all other wells have not produced or have not been completed, production data represents

anticipated rates of production.

Leah Marie No. 2 was spudded on 01/14/02. Drilled TD = 1,405' and 4-1/2" casing is cemented @ 1,400". The wellbore is currently ready to be completed, which will occur
in conjunction with completion efforts on Leah Marie No. 3, 4 and Mitzi Com No. 90.

in conjunction with completion efforts on Leah Marie No. 2, 4 and Mitzi Com No. 90.
Leah Marie No. 4 was spudded on 01/28/02. Drilled TD = 1,485 and 4-1/2" casing is cemented at 1,476". The wellbore is currently ready to be completed, which will occur
in conjunction with completion efforts on the Leah Marie No, 2, 3 and Mitzi Com No. 90.
The Mitzi No. 1 completion is a re-entry of an abandoned wellbore (Tenneco's Navajo Yazza No. 1). The Pictured Cliffs formation was completed 02/08/01 and tested a rate of
97 mcfd + 140 BWPD. The well is currently shut in pending a pipeline connection.
The Mitzi Com No. 90 was spudded on 05/24/01. Drilled TD = 1,505' and 4-1/2" casing is cemented at 1,482". The wellbore is currently ready to be completed, which will occur
in conjunction with completion efforts on the Leah Marie No. 2, 3 and 4.

Leah Marie No. 3 was spudded on 01/21/02. Drilled TD = 1,480" and 4-1/2" casing is cemented @ 1,474'. The wellbore is currently ready to be completed, which will occur
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Lease Key
Index | Lease Name Lease Type Lease Number ]-
A Leah Marie  |Federal NM-55113 b2
B |Mitzi Navajo Allotted  |NOG-92905-1356 | ~

ATTACHMENT NO. 1
Dugan Production Corp.
Proposed Leah Marie Gathering System
CDP Sales Meter @ Leah Marie #2 (L-23-26N-12W)
San Juan County, New Mexico
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OiL CONSERVATION DIVISION
k. 0. 00X 2088

STATE OF NEW MEXICO
SANTA FE, NEW MEXICO 87501

ENERGY anvo MINCRALS DEPARTMENT

All distences must be [rom Ithe outer houndaries of the Section

B H @ rbspmrr/
WNoe.3
Ay I o

Faorm C-102
Revised 10-1-78

Cpetotor Lease wull No.
Dugan Production Corporation Leah Marie 1
Uail Letier Section Township Ranqge County
C 23 26 North 12 West San Juan
Aciual Foatoge Location of well:
790 feet from the Nor th line and 1850 fcct from the Wes t Mne
Ground Level Elev, }*soducing Formation Pool Dedicoicd Acrooge:
6225 Fruitland Coal Basin Fruitland Coal 320 cres

1. Outlinc the acreage dedicated 1o the subject well by colored pencil or hachure marks on the plat helow,

9 If more than one lcase is dedicated to the well, outline each and identily the ownership thereol (both as to working

interest and royalty).

3. If more than one lease of different ownership is dedicated to the well, have the intcrests of all owners been consoli-

dated by communitization, unitization, force-pooling. ete?

If answer is ‘‘yes!’ type of consolidation

(3 Yes [J No

If answer is *

‘no!" list the owners and tract descriptions which have actually been consolidated. (Use reverse side of

this form if nccessary.)

No allowable will be assigned to the well until all interests have been consolidated (by communitization, unitization,
forced-pooling, or otherwise)or until a non-standard unit, eliminating such interests, has been approved by the Division.
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CERTIFICATION

| hereby certify thot the informotion con-

toined hereln Is trve ond complete 10 the

est of my knowlsdge ond beliel.

f L/
Jim L. Jacobs

Posltion

Geologist

Company

Dugan Production Corp.

Date
10-23-90

Dote Suiveyed

February 8, 1988

Hegisteted Proloasional Eagineer
and/ot Land Surveyo:

f

Ce lllecuN‘o. 5979

- - -~




District 1

PO Box 1980, Hobbe, NM 88241-1960

District IT

811 South First, Artesia, NM 88210

District ITI

1000 Rio Brazos Rd., Aztec, NM 87410

District IV

2040 South Pacheco, Santa Fe, NM §7505

State of New Mexico
. Minerals &

Natural Resources Department

' Phwrbmamf '
! No 3

OIL CONSERVATION DIVISION
2040 South Pacheco
Santa Fe, NM 87505

/’” Za;é |

Form C-102

Revised October 18, 1994
Instructions on back
Submit to Appropriate District Office
State Lease - 4 Copies
Fee Lease - 3 Copies

[J AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

1 API Nulll)el’z & ! Pool Code * Pool Name
30-04 5-38457- rE2/ 87190 WAW Fruitland Sand/Pictured Chiffs
¢ Property Code * Property Name ¢ Well Number
013851 Leah Marie 2
TOGRID No. * Operator Name ? Elevation
006515 Dugan Production Corp. 6200° (est)
1 Surface Location
UL or lot no. Section Township | Range Lot Idn Feet from the North/South line Feet from the East/West line County
L 23 26N 12W 1800 SOUTH 800 WEST SAN JUAN
1 Bottom Hole Location If Different From Surface
UL or lot no. Section | Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
2 Dedicated Acres | ¥ Joint or Inflll | * Coasolidatioa Code | ™ Order No.
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

17 OPERATOR CERTIFICATION
1 hereby certify that the information contained herein is trud
and complete 10 the best of my knowledge and belief

16

Signature

Printed Name
Agent

::Z /. 3/,/ ol

BSURVEYOR CERTIFICATION

I hereby certify that the well location shown on this plat was
plotted 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 belisf.

Section || 23

Doyon Prd.

NM-SS/IZ

JULY 23,1990
Date of Survey

Signature and Seal of Professional Surveyer:

ORIGINAL
SIGNED BY
Edgar L Risenhoover #5979




FHaoh poont

District | e rtﬁle of New Mexicl? Ne.2 Form C-102
PO Bax 19%0, Hohbs, NV 83241.1980 ergy. Mineruly & Natural Rewwureer Depactinent Revised February 2. 1994
District I - d & Instructions og back
PO Drawer DD, Artala. NM 48211-0715 OIL CONSERVATION DIVISION bl to Appropriate District Office
Dm"“‘m PO Box 2088 State Lease - 4 Copies
1000 o Beasas R, Ases, N 17410 Santa Fe, NM §7504-2088 © Fee Lease -3 Copies
District 1V

[J AMENDED REPORT

PO Borx 2088, Saata Fe. NM 8750+4-2088

WELL LOCATION AND ACREAGE DEDICATION PLAT

"AP1 Number 3 Poal Code * Pool Namne
30 045 30374 87190 Waw Fruitland Sand/PC
¢ Pruperty Code 4 ! Property Name * Well Number
013851 Leah Marie 3
' OGRI] No. * Operatuc Name * Blevation
006515 Dugan Production Carpcration 6217"
1o Surface Location
UL oc lot no. Section Towaship | Raage Lot {do Feet frum the North/South line Feet frum the Ewst/West liae Couonty
E 23 26N 129 1700 North 950 West San Juen
T Bottom Hole Locaiion If Different From Surface
UL or lot no. Soction | Towunship Range Lot Ida Feet from the North/South line Feet from the EastUWest line County
8 Dedicated Acres| ® Joint or Iafill | * Consolidstion Code | ** Order No.

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 informaiion coniained heren is
true and complete 1o the best of my knowledge and belief

o * / 4¢/

Dugan Prod. "Fig:;:man E D!l/gaﬁz

NM-55113 Pristed Name

L. 950 . .
Vice-president

Title
July 12, 2000

Dste

w
BSURVEYOR CERTIFICATION

[ hereby centify thal the well location shown on tis plat
was plotted from field notes of actual surveys mese by me
or under my supervision, and that the same is irwe and
correct 10 the best of my belief.

April 7, 2000

Sec:ion“ 23

Date of Survey

Signsture and ch\(\i\‘w&ﬂwmlg}anqen

»

N

N
N

Sor

\SENy A~ ",
0.




State of New Mexico Form C-102

District |

PO Box 19%0, llobbs, NM 38241-1980 Energy. Minerals & Natursl Revources Departinen Revised February 21, 1994
District [ Instructions oo back
PO Drawer DD, Artesin, NN 882110719 OIL CONSERVATION DIVISION Subinit to Appropriate District Oftice
Distriet 111 PO Box 2088 State Lease - 4 Copies
1000 R.it;vﬂrnm Rd., Aztec, NM §7410 Santa Fe, NM 87504-2088 Fee Lease - 3 Copics
Diatrict

M 87504-2088 [C] AMENDED REPORT

PO Box 2088, Saota Fe, N

WELL LOCATION AND ACREAGE DEDICATION PLAT

' APl Number ! Pool Code ? Pool Numne
30 045 323/S 871390 WAW Fruitland Sand/PC
* Pruperty Code ' ' Property Name * Well Number
013851 Leah Marie #&4 N
1 OGRID No. ! Operstor Name * £levation
006515 Dugan Production Corporation 6258
19 Surface Location
UL or lot no. Section Township | Range Lot Ida Feet from the North/South line Feet (rom the EastUWest liae Couoty
D 23 26N 12w 84G" South 1700 East San Juan
Il Bottom Hole Location If Different From Surface
UL or lot no. Section | Towsnship Range Lot ldn Feet from the North/Seutb line Feet [rom the East/West lige County
2 Dedicated Acres| * Joint or [afill | * Consolidation Code | ** Order No.
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

Prioted Name
Vice-president
Title
July 24, 2000
Section | 23 Dete
B'SURVEYOR CERTIFICATION
Dugan Prod. 1 hereby certify that the well location shown on this plat
NM-8—s 13 was ploited from field notes of aciual surveys made by me
or under my supervision, and that the same is irue and
corvect io the best of my beligf.
July IE&\MUHII”!‘
Date of Survey v ” I,”,
Signawre and 3 € L B
o) 1700" comammned
N
J
840" Edgar L. RIgm\\\*% #5979
[ Centificate Number

" OPERATOR CERTIFICATION
I hereby certify that the gnformation conwined herein is
true and complete best of my knowledge and belief

s;‘S“I:;:;rr‘fman E. Dér[ 7




District |

PO Box 1980, Hobbs, NM 88241-1980

District II

811 South First, Artesia, NM 88210

District IIT

1000 Rio Brazos Rd., Aztec, NM 87410

District IV

Energy, Minerais & Nstural Resources Department

OIL CONSERVATION DIVISION

2040 South Pacheco, Santa Fe, NM 87505

State of New Mexico

2040 South Pacheco
Santa Fe, NM 87505

# /‘f& oo /

No 3 Form C-102

Revised October 18, 1994
Instructions on back
Submit to Appropriate District Office
State Lease - 4 Copies
Fee Lease - 3 Copies

f;fa;‘

(] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

t API Number ? Poal Code 3 Pool Name
30-045- 2487/ 87190 WAW Fruitland SD/PC
“ Property Code * Property Name ¢ Well Number
Mitzi 1
TOGRID No. ?* Operator Name ? Elevation
006515 Dugan Production Corp. 6174
10 Surface Location
UL or lot no. Section Township | Range Lot Idn Feet from the North/South line Feet from the East/West line County
A 23 26N 12W 9001 North 900 East San Juan|
11 Bottom Hole Location If Different From Surface
UL or lot no. Section | Township | Range Lot Idn Feet from the North/South line Feet from the East/West line County
U Dedicated Acres| ? Joint or Infill | “ Consolidation Code | ** Order No.
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
| 17 OPERATOR CERTIFICATION

1 hereby certify thas the infbrmation consained herein is
true and complete 1o Uy best of my knowledge and belief

A J

900 ‘
|| [tz b2

A

900'

Sherman E. Dugan
Printed Name

- |

NOG-9909-1356 | VieePresident
i Title
|

Julv 18, 2000

II

8SURVEYOR CERTIFICATION

1 hereby certify that the well location shown on this plat
was plotted 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 belief.

Section] 23

Original signed 1/20/1981 bv Fred B. Kerr, Jr.
Date of Survey

Signature and Seal of Professional Surveyor

Centificate Number 3950

p—
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District 1 State ()'. New h!c.‘ic” Nex Form C-102
PO Bax 1980, Hobbs, NN SR241-19%0 Fanergy, Mineruls & Natoral Hesourem Departinent P; Z ‘#‘ i tViSL‘(l Fehr“.‘ry 2’ l‘)‘)-'
Distried U . ) . . Instructions 01.1 back
1O Deawer DD, Arteria, NM $8211-0719 OIL CONSERVATION DIVISION Submit to Appropriate District Office
I)ulnd' HH I_'() Box 2088 Stite Lease - 4 Copic,\‘
1000 Rin ewzos Rd., Arzec. NM RT410 Sﬂ”(n ['C, N,\,I 87504_2()88 Fee Lense - 3 CUI’;L'«\
 Diatrict 1V
) Dox 2048, Santa Fe, NAI 875042084 , (] AMENDED REPORI

WELL LOCATION AND ACREAGI: DEDICATION PLAT

' APl Number ' Pael Cuede ' 'ual Nume
30 045 30092 - 71629 Basin Fruitland Coal
* Property Code ’ * Property Name * Well Number
013851 Mitzi Com . 90
TOGRID No. ' Ogsernior Nuine * Flevation
006515 Dugan Production Corporation 6242' Estimated
' Surface Location
UL ar Int no. Section Tawnship ‘Rnnge Tt Ledn Feet fvom the Netth/South line Feet feam the Pt/ W est line Caunty
G ) 26N 12w G 2510 North 1380 East San Juan
' " Bottom Hole Location I Different From Surface
UL or lot ne. Scction Township Range faot kin Feet ltom the Narth/South line Feet feoumn the Fast/Went line Coaunty

13 Dedicated Acres| " Joint or Infill | ** Canvolidstion Cede | " Order No,

320 C
NO ALLOWABLE WILL BE ASSIGNED TO TIHIS COMPLETION UNTIL ALL INTERESTS IHAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY TIIE DIVISION

" OPERATOR CERTIFICATION

16
. 1 hereby cenifs that the’information contined hercin is
Dugan PLO duction true and complete igfthe best of my knowledge and belief
NOG-9909-11356
2510f 4 /(/
ooy’
Signature /
Sherman E.,
\ Printed Name
‘Vice-President
Title
gy
Section| 2 (©)—— 1380 Pate
®"SURVEYOR CERTIFICATION
Du gan Prad. 1 hereby certify that the well location shown on thir plat
NM 55113 wae plonied from field notes of actual surveys made by me

or undrer my supervision, and that the same is true and
correct 1o the best of my belief.

March 2, 193&.\\unnu,,,,

Date of Survey \\\\\ Q\SEN;./
\ ------

Signature and ‘su\@\f@q‘ﬁ§n”@uht)@

\\\\\

0
.....\:;'3‘\

Wit

Cerpficae Nuinbher 5979




ATTACHMENT NO.4 - PAGE10F 4
Interest Ownership Summary
Wells to be connected to
Dugan Production Corp.'s Proposed Leah Marie Gas Gathering System

Leah Marie No. 1,2,3 &4 Mitzi No. 1 Mitzi Com No. 90
(details on Pg. No. 2) (details on Pg. No. 3) (details on Pg. No. 4)
Wi [ NI Wi | NI Wi | NI
| Working Interest S v B L : , .
Dugan Production Corp [ 100.000 | 87500 | 100000 | 83333 | 100.000 | 85.417
Royalty Interest ’ o
USA - Federal 12.500 0.000 6.250
Navajo Allotted 0.000 16.667 8.333
TOTALS 100.000 100.000 100.000 100.000 100.000 100.000




ATTACHMENT 4 - PAGE 2 OF 4
Dugan Production Corp.

Well Name Pool Location Spacing Unit
Leah Marie No. 1 Basin Fruitland Coal NENW 23, T-26N, R12W W/2 - 320A
Leah Marie No. 2 WAW FR Sand/PC NWSW 23, T-26N, R12W SW/4 - 160A
Leah Marie No. 3 WAW FR Sand/PC SWNW 23, T-26N, R-12W NW/4 - 160A
Leah Marie No. 4 WAW FR Sand/PC SWSE 23, T-26N, R-12W SE/4 - 160A
INTEREST OWNER INTEREST%
Gross Net

Working Interest

. Dugan Production Corp. 100.0000 87.5000
P.0.8ox 420
Farmington, NM 87499-0420
Royalty
USA - Bureau of Land Management 0.0000 12.5000

1235 La Plata Hwy., Suite A
Farmington, NM 87401

TOTAL WELL 100.0000 100.0000



ATTACHMENT 4 - PAGE3 OF 4
Dugan Production Corp.
Mitzi No. 1
WAW Fruitland Sand - Pictured Cliffs Pool
Well Location: NENE 23, T-26N, R-12W
Spacing Unit: NE/4 (160A)
San Juan County, New Mexico

INTEREST OWNER INTEREST%
Working Interest Gross Net
Dugan Production Corp. 100.0000 83.3333
P. O. Box 420

Farmington, NM 87499-0420

Royalty
Navajo Allotment No. 59730 0.0000 16.6667

c/o Farmington indian Minerals Office
1235 La Plata Hwy., Suite B
Farmington, NM 87401

TOTAL WELL 100.0000 100.0000



INTEREST OWNER

ATTACHMENT 4 - PAGE 4 OF 4
Dugan Production Corp.
Mitzi Com No. 90
Basin Fruitland Coal Pool
Well Location: SWNE 23, T-26N, R-12W
Spacing Unit: E/2 (320A)
San Juan County, New Mexico

INTEREST%

Working Interest

Dugan Production Corp.
P. O. Box 420
Farmington, NM 87499-0420

Royality

Gross

100.0000

USA - Bureau of Land Management 0.0000

1235 La Plata Highway, Suite A
Farmington, NM 87401

Navajo Allotment No. 59730

0.0000

c/o Farmington Indian Minerals Office

1235 La Plata Hwy., Suite B
Farmington, NM 87401

TOTAL WELL

Net

85.4167

6.2500

8.3333

100.0000

100.0000



ATTACHMENT S5 - PAGE 1 OF 1
PROPOSED ALLOCATION PROCEDURES
DUGAN PRODUCTION CORP.'S
PROPOSED LEAH MARIE GAS GATHERING SYSTEM
CDP GAS SALES METER: NWSW 23-26N-12W (New El Paso Meter)
SAN JUAN COUNTY, NEW MEXICO

Base Data:

W = Gas Volume (MCF) from allocation meters at individual wells during allocation period.
X = Gas Volume (MCF) from CDP Sales Meter during allocation period.
Y = BTU's from CDP Sales Meter during allocation period.

Allocation Period is typically a calendar month and will be the same for all wells.

1. Individual Well Gas Production=A+B+C+D+E
A = Allocated Sales Volume, MCF. = (W/SUM W) x X

B = On |ease fuel usage, MCF. Determined from equipment specification and operating conditions.

C = Purged and/or vented gas from well and/or lease equipment, MCF. Calculated using equipment
specifications and pressures.

D = Allocated fuel from gathering system equipment, MCF. The total fuel required to operate
gathering system equipment will be allocated to the individual wells benefiting from the
equipment using allocation factors determined by W/SUM W for the wells involved.

E = Allocated volume of gas lost and/or vented from the gathering system and/or gathering
system equipment, MCF. The total volume will be determined using industry accepted
procedures for the conditions existing at the time of the loss. All volumes corresponding
to liquid condensation within the gathering system will also be determined. The total
volume lost and/or vented will be allocated to the individual wells affected using factors
determined by W/SUM W.

2. Allocated Individual Well BTU's=((W x Individual well BTU)/Sum (W x individual well BTU)) x Y.
Individual well gas heating values to be determined in accordance with BLM regulations
(currently On shore Order No. 5).
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