NMOCD CASE NO. 13399
February 17, 2005

State of New Mexico
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[ hereby certify that the information given sbove is true and complete to the best
of my knowledge and belicf. I further certify that the drilling pit will be

coastructed accordiag to NMOCD guidelines
as (attached) altervative OCD-approved plas L.
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2 Describe the proposed program. If this application is to DEEPEN or PLUG BACK, give the data on the present productive zone and proposed new productive zone.
Describe the blowout prevention program, if any. Use additional sheets if necessary. A water based gel

surface and production casing hole.

| -mud will be used to drill
Standard 2,000 psi BOP will be used to drill
be 1ined with an impervious liner and closed as pef
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DUGAN PRODUCTION CORPORATION FEDERAL I COM #103

PROPOSED PIPELINE SURVEY LOCATED IN THE
NE/4 SECTION 11 & THE SW/4 NW/4 SECTION 12,
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DUGAN PROD ON CORPORATION FEDERAL I COM #103

1775° FNL & 10’ FWL, SECTION 12, T29N, R14W, NMPM
SAN JUAN COUNTY, NEW MEXICO ELEVATION: 5473
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Note: Contractor should call One—Call for location of any marked or unmarked buried pipelines
or cables on well pod ond/or access road ot least two {2) working days prior to cdnsg;g:t'?on




NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Fesmire, P.E.
Governor Director
Joanna Prukop Oil Conservation Division

Cabinet Secretary

.APPROVAL OF STATE/FEE APPLICATIONS

The attached application has been approved with the following conditions:

1.

Trash is to be taken to a sanitary landfill, not buried at the wellsite,
unless approved by the landowner.

Wells which produce oil during cleanups and testing will be flowed
through a separator and the oil recovered in a tank.

Cement quantities will be reported in cubic feet on all reports, with a
description of cement type, additives, different slurries used and
calculated yields.

Casing and cementing reports must show a water shutoff test, as
required by Rule #106(C).

Reports of commencement of drilling operations must be filed within
10 days of spud, as required by Rule #1103.

It is the responsibility of the operator to make the appropriate
contracts and arrangements with surface owners before commencing
activities. ‘

Notify the OCD 24 hours before spud. @3 2353

Qil Conservation Division * 1000 Rio Brazos Road * Aztec, New Mexico 87410
Phone: (505) 334-6178 * Fax (505) 334-6170 * http.//www.emnrd.state nm.us



NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Fesmire, P.E.
Governor Director
Joanna Prukop Oll Conservation Division
Cabinet Secretary s BASIN OCD CASING CEMENTING PROCED ' '
1. Cement must be circulated around surface pipe. If cement cannot be circulated, the top of the cement column shall be determined by
temperature survey or other method approved by the Aztec OCD Office.
2, All subsequent casing strings shail be cemented a minimum of 100’ into the next shallower string. If cement is not circulated on any string, the

cement top shall be determined by temperature survey, CBL, or other method approved by the Aztec OCD Office.
3. Minimum surface pipe requirements:

Well Depth . , Surface Pipe

0-3000 120’

3001-5000 200°

5001-8000 320

8001 + consult with District Office

Wells drilled in valley fill areas must have surface pipe set at least 50° below the fill.

Proposed casing plans may be modified by the Aztec district Office to address special conditions.
No C-104 will be approved for a well until all pressure tests and cement tops are reportéd in compliance with Rule 1103B.(2)
D) C L,

A representative of the US Geological Survey has informed the Aztec OCD Office that they have enough samples from the Fruitland formation to
estabalish a basin-wide map for vitrinite reflectance. However, they do not have enough from the Menefee Coal interval of the Mesaverde formation.

As a condition of approval to drill, you are required to submit four 4” X 6” sample bags of drill cuttings from the Menefee Coal interval if it is penetrated
and drilling conditions permit. If a geolograph is used, a copy of that recording from 50’ above to 50° below the coal intervals will be submitted. The
following information will be included: Operator Name, Well Name and Number, Footage Location, Section, Township and Range, Date Taken, Name &

Addresss of your Company Recipient of the Analysis Copy.
Submit samples, information and geolograph to the following address:

Mr. Vito Nuccio

US Geological Survey

PO Box 25046 MS 939 DFC
Lakewood CO 80225

These samples will be analyzed for vitrinite reflectance values and added to a data base availabe from the USGS in periodic reports.

This information will be used to evaluate coals and coal gas potentials in the San Juan Basin.

THE FLARING OF OIL & GAS DURING WELL CLEANUP AND BEFORE PRODUCTION

Recent field inspections by the Aztec OCD Office reveal that many new wells are being flared directly to pits, resulting in the loss of a substantial amount
of oil and, sometimes, spraying out of the pit onto the ground and vegetation.

To prevent waste and protect the environment, all flowback of new wells capable of producing liquid hydrocarbons wil! be restricted to the use of
separation equipment and the flowback of oil to storage tanks where reasonably possible.. After initial flowback has been achieved and the well has
cleaned up sufficiently, the use of separators and tanks will be required.

On the initial flowback, swirls, diverters or other acceptaable devices will be required on all blowdown lines to assure that oil does not splash out of the
pit.

Qil Conservation Division * 1000 Rio Brazos Road * Aztec, New Mexico 87410
Phone: (505) 334-6178 * Fax (505) 334-6170 * http://www emnrd.state.nm us



