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NEW MEXICO OIL CONSERVATION DIVISION

1220 South St. Francis Drive, Santa Fe, NM 87505

ABOVE THIS LINE FOR DIVISION USE ONLY

- Engineering Bureau -

ADMINISTRATIVE APPLICATION CHECKLIST

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS

Application Acronyms:
[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication]

[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Commingling}

[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement]
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Salt Water Disposal] [IPi-Injection Pressure Increase]

WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

[EOR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response]

1] TYPE OF APPLICATION - Check Those Which Apply for [A]

[A]

]

Location - Spacing Unit - Simultaneous Dedication |

NSL [J NsP [] sD

Check One Only for [B] or [C]
Commingling - Storage - Measurement

(B]

[C]

(D]

]

DHC [] cTB [] PLC [] PCc [] OLS IXI'OLM -22-A
—

Injection - Disposal - Pressure Increase - Enhanced Oil Recovery

Ll

WEX [] pMX [ swD [ Ip1 [ ] EOR [] PPR

Other: Specity Zove Adwinistredive dev— OL-22 A:p.n Dei g 207

Prodee flonls Cooly 296 fo Cosly £3~ Well bores < se sz’

[2] NOTIFICATION REQUIRED TO: - Check Those hich(gpply, or  Dogs Nt A;;ply 4f4r)f Fre cor Tome.

[A]
[B]
[C]
(D]
[E]
(F]

X
[

X X

L]

(FoSE ownceslf p
IS Ao Sware v P,
Offset Operators, Leaseholders or Surface Owner o forw@  |S fre Swmrae,

Working, Royalty or Overriding Royalty Interest Owners

Application is One Which Requires Published Legal Notice

Notification and/or Concurrent Approval br O

U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office

For all of the above, Proof of Notification or Publication is Attached, and/or, /% Aok of ~
Refren Beceipt- Nekice fopfloo 7S B Alied — S s s
Waivers are Attached Recei pfs fo be s il oo 10 por7 recersrng,

(3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

[4] CERTIFICATION: I hereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. I also understand that no action will be taken on this
application until the required information and notifications are submitted to the Division.

Note: Statement must be completed by an individual with managerial and/or supervisory capacity.

John D. Roe

% 0. Be_ Engineering Manager 1-20-2011

Print or Type Name

Signature Title Date

johnroe@duganproduction.com
e-mail Address




L cll"I _ dugan production corp.

l MAILED CERTIFIED-RETURN RECEIPT

January 20, 2011

Energen Resources Petrohawk Properties, LP
605 Richard Arrington, Jr. Blvd. North P.O. Box 4346
Birmingham, AL 35203 Houston, TX 77210-4346

Four Star Oil & Gas Co.
P.O. Box 36366
Houston, TX 77010

Re: Dugan Production Corp.’s
Off-lease Gas Measurement & Sales
Coaly No. 90 & Coaly No. 3
SESE Section 28, T-27N, R-12W
San Juan County, New Mexico

Dear Interest Owner,

Attached for your information and review is a copy of our letter dated 1-17-11 requesting that the
New Mexico Qil Conservation Division (NMOCD) and Bureau of Land Management (BLM)
transfer their existing approvals for the off-lease measurement and sale of gas from Dugan
Production’s Coaly No. 90 to Dugan Production’s Coaly No. 3. The Coaly No. 3 was recently
drilled to develop a Farmington Sand that had been encountered during the drilling of the Coaly
No. 90. However upon drilling the Coaly No. 3 at a location 50’ west of the Coaly No. 90 we did
not encounter the Farmington Sand and subsequently completed the Coaly No. 3 in the Basin
Fruitland Coal which required us to abandon the Basin Fruitland Coal Completion in the Coaly
No. 90 prior to recompieting the Coaly No. 90 in the Farmington Sand.

You are receiving this information because the NMOCD requires that all interest owners receive
notice and if there are comments or objection, they must be made within 20 days from the date of
this letter. Dugan Production holds 100% of the working interest and as an overriding royalty
interest owner, there are no costs to you. Your interest in the Coaly No. 3 is the same as in the
Coaly No. 90. Hopefully, all interest owners will benefit from production that is developed by
recompleting the Coaly No. 90 from the Basin Fruitland Coal to the Farmington Sand. Production
revenues from the Basin Fruitland Coal completion in the Coaly No. 3 should be similar to the
Basin Fruitland Coal completion in the Coaly No. 90.

Should you have any questions or need additional information, please let me know. Should you
have an objection to our application, please let me know or you can contact the NMOCD directly
by calling Mr. Terry Warnell in the Engineering Bureau @ 505-476-3466 and | would appreciate
receiving a copy of your objection.

Sincerely,

Fto 8. Foe

John D. Roe
Engineering Manager

Attachments

709 E. MURRAY DR. » P. 0. BOX 420 » FARMINGTON, N.M. 87499-0420 ¢ PHONE: (505) 325-1821 e« FAX# (505) 327-4613



DUGAN PRODUCTION CORP.
Coaly No. 90 & Coaly No. 3
SESE Section 28, T-27N, R-12W
San Juan County, New Mexico

Basin Fruittand Coal - 320A E/2 Spacing unit
Undesignated Farmington Sand - 160A SE/4 Spacing unit

Working Interest - % Net Interest - %
Working Interest Owners 100.00 80.000000
Dugan Production Corp. '
P. O. Box 420

Farmington, NM 87499-0420

Royalty Interest Owners

USA - Bureau of Land Management 0 12.500000
1235 LaPlata Hwy, Suite A

Farmington, NM 87401

Federal Lease NM-33021

Overriding Royalty Interest Owners

Energen Resources 0 3.750000
605 Richard Arrington, Jr. Blvd. North

Birmingham, AL 35203

Four Star Qil & Gas Co. 0 1.250250
P. O. Box 36366
Houston, TX 77010

' Petrohawk Properties, LP 0 2.499750
P. O. Box 4346
Houston, TX 77210-4346

TOTAL -
100.00 100.00



5053274613 DuganFax DUGAN PRODUCTION 04:35:21 p.m. 01-21-2011
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| dugan production corp.
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anuary 17, 2011

Mr. Richard Ezeanyim Mr. Dave Evans

NMOCD Engineering Bureau Bureau of Land Management - FFO
1220 South St. Francis Drive 1235 La Plata Highway

Santa Fe, NM 87505 Farmington, NM 87401

Re: Off-.ease Gas Measurement & Sale
Dugan Production Corp.'s Coaly No. 90 & Coaly No. 3
Basin Fruitland Coal pool (OCD Pool No. 71629)
API No. 30-045-33905 & 30-045-35012
SESE Section 28, T-27N, R-12W
San Juan County, New Mexico O

Dear Mr. Ezeanyim & Mr. Evans,

We are writing to request that the Off-Lease Gas Measurement & Sals currently approved for Dugan
Production’s Coaly No. 90 (NMOCD Administrative order OLM-22) be transferred to Dugan Production's
Coaly No. 3. Both wells are located on Federal |.ease NM-33021 and are only 50' apart. Attachment No. 1
presents a map showing both wells along with the gas line and off-{ease sales meter location which is
Enterprise Field Service’s meter No. 88741. The Coaly No. 90 was completed 12/03/2008 in the Basin
Fruitland Coal with an E/2 spacing unit (see Attachment No. 2) and as of 11/01/2011, has produced a total
of 5,802 mcf plus 20,890 bbi water from the Basin Fruitland Coal. At a twin location 50' to the west of the
Coaly Na. 90, (Coaly No 90 location is 660' FSL & 1000 FEL, Coaly No. 3 location is 660' FSL & 1050' FEL
of section 28, T-27N, R-12W), Dugan Production spudded the Coal No. 3 on 9/15/2010 with plans to
complete a wildcat Farmington Sand which had been encountered while drilling the Coal No. 90. Upon
reaching TD in the Coaly No. 3, we had nat encounter the Farmington Sand and modified our plans to move
the Basin Fruitland Coal completion from the Coal No. 80 to the Coaly No. 3 and recomplete the Coaly No.
90 in the Farmington Sand after abandoning the Fruitiand Coal completion. Attachment No. 3 presents the
plan change in the Coaly No. 3 and attachment No. 4 presents the plan change in the Coaly No. 90.

The Fruitland Coal completion in the Coaly No. 90 was averaging 21 mcfd plus 56 bwpd and was
abandoned on 10/28/2010 and the Farmington Sand (724'-750") is currently being evaluated for completion.
The Coaly No. 3 was completed on 12/20/2010 in the Basin Fruitiand Coal with the E/2 spacing unit which
was previously established for the Coaly No. 90 (see attachment No. 5).

It is Dugan production's proposal to produce the Basin Fruitland Coal in our Coaly No. 3 using the off-lease
sales meter previously approved for our Coaly No. 80. Upon completing the Farmington Sand in the Coaly
No. 90, we anticipate oil production with very little gas. Should there be sufficient gas volumes, we will
submit an application to surface commingle the gas from both wells and convert the current Enterprise gas
sales meter to a central delivery sales meter,

There is only one Federal Lease (NM-33021) for both spacing units. Dugan Production holds 100% of the
working interest and all interest in the Farmington Sand and Fruitland Coal is the same. A copy of this letter
is being sent to the interest owners.
Should there be questions or additional information needed, please let me know.
Sincerely,

0. ke

John O. Roe
Engineering Manager

attachments

XC: NMOCD - Aztec

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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Attachment No. 1
Dugan Production Corp.
7 Off-site/Off-lease Gas Sales Meter

Coaly No. 90/Coaly No. 3 -
Well Location: SESE 28, T-27N, R-12W & b4

A Gas Sales Meter: SENE 29, T-27N, R-12W ‘{\“~ S
e - Enterprise Meter No. 88741 S 5
< 7 T L Hugh Lake & Gallegos Trading Post Maps
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Distract I
PO Box 1980, Hobbs, NM 88241-1980

District 11
PO Drawer DD. Artesia, NM B8211-0719

District LI
1000 Rio Brazos Rd. Aztec. NM 87410

District IV
PO Box 2088, Santa Fe, NM B7504-2088

State of New Mexico

Energy. Minerals & Natural Resources Department

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

Form C-102
Revised February 21, 1994
Instructions on back

Submit to Appropriate District Qffice

State lLease - 4 Copies
Fee Lease - 3 Copies

[ ] AMENDED REPQRT

WELL LOCATION AND ACREAGE DEDICATION PLAT

"APT Number *Pool Code *Paol Name
- 71629 BASIN FRUITLAND COAL
200453290 = ,
“property Code Property Name Well Number
34492 COALY 90
"OGRID No. *Operator Name *Elevation
006515 DUGAN PRODUCTION CORPORATION 5795
1 Surface Location
U or Jot ne Section Townshap Range Lot Ion Feat from tha North/South 1ine Fest from the Esat/West line County
{ P 28 27N 12W 660 SOUTH 1000 EAST SAN JUAN
18ottom Hole Location If Different From Surface
W or lot no Section Townshap Rarge Lot Ion Feet from the North/South 1ine Fest from the East/West Line County
2 Dedicated acres R P ot or Infill | ™ Consoladation Code | ™ Order No .
320.0 Acres - (E/2) '

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOL IDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED 8Y-.THE DIVISION

5280.00°

16 5280.00°

DUGAN

NM-33021
1

7 OPERATOR CERTIFICATION

I hereby certify that the information
contained herean 18 true and complete
to the best of my knowledge and belgef

Wor 7 Foguntdo

Signature /
Kurt Fagrelius
Printed Name

5280.00°

i
|

|

5280.00°

-

LAT: 3654076 °N
LONG: 108.11139 W
' DATUM: NAD1983

lcoo!

Geology

Title
July 3, 2006

Date

AARAF RN RS NE

®SURVEYOR CERTIFICATION

I hereby certify that the well location
shawn an this plat was plotted from field

VLT

notes nof actual surveys made by me or under
My sUpervision, and that the same 1S true
and correct to the best of my telief

Date of Survey: APRIL 24, 2006

Signature and Seal of Professional Surveyor

LESQN C. 5%4325

Certificate Number 15263

U - . i e
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> No.3
Form 3160-5 UNITED STATES ’ : FORM APPROVED
(June 1990) DEPARTMENT OF THE INTERIOR Budgst Bureau No. 1004-0135
BUREAU OF LAND MANAGEMENT . Expires; March 31,1983
5 {=zase Ussigratien and Serfal {do.
SUNDRY NOTICES AND REPORTS ONWELLS ° NMHM33021
Do not use this form for proposals to drill or to deepen or reentry to a different reservoir. |6 1t Indian, Allolted or Tribe Mame
"Use "APPLICATION FOR PERMIT -" for such proposals
SUBMIT IN TRIPLICATE
1. Type of Well 7 il Unil or CA, Agreement Designation

ol Gas
D Well Well D Other e

2. Name of Operalor &. Well Mame.and-No.,
Dugan Production Corp. @/g #3 \
3. Address and Telephons Mo, [ o7 AP1 Wl No, /
P.O. Box 420, Farmington, NM 87499  (505) 325 - 1821 ‘ : 30-045-35012
Location of Well (Footage, Sec., T., R., M., or Survey Oescription} \ 10. Fisld and Paal, or Exploratory Area

660" FSL & 1050' FEL Farmington Sand

Sec. 28, T27N, R12W NMPM

11. County or Parish, Slale

San Juan
12. CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

X3 Notice of Intent - ] Abandonment [C] cChange of Plans
[ Recompietion [} New Construction

D Subsequent Report [1 Plugging Back [(] Non-Routine Fracturing
] casing Repair [T water Shut-Off

JJ Final Abandonment Notice [ Altering Casing’ . o [T} Conversian to Injection
[X] Other CLomp lete Fruitland Coa 17] Dispose Water

: and Hot Farmington Ss o teetms o comions m v

13. Describe Proposed or Completed Operations (Clearly stale all parlinent details, and give pertinent dates, including estimaled dale of starling any proposed work If well is directionally drilled,
give subsurface locations and measured and true vertical depths for all markers and zones pertinent (o this work.)*

Plan to perforate Fruitland Coal from 964 - 968, 992 - 996 and 1147 - 1162.

Will then swab test to evaluate for frac. The new C-102 "Well Location and

Acreage Dedication Plat" for the Fruitland Coal completion is attached.
RCUDDCT 28710
OIL GONS. DIV,

DISt. 3

4

H-
Com&lere 74 b oRk oy (’Oé)/y?'agé /047 /.'ﬁa'q/?h'i» g This wogk

14. | hereby cartify that the foregoing is true and correct

Signed /d/’//ﬁé/ﬂz/‘ Titie Geology Date 10-25-2010
Z

(Thrs space for Federal o State office use) ')

Approved by M__T;Ue g:k S AN Date Lo l 21 L 1
Conditions of approval, i\ any: o )

Title 18 U.S.C. S=tion 1001, makes Mgps for any persan knowingly and williully to'make 10 any depariment or agency of the United States any false, fictitious or fraudutent statements
or represenlations as to ary matter within its jurisdiction,

*See Instruction on Reverse Side

NHoci\ '



Form 3160-5 UNITED STATES
(June 1930) DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

(

SUNDRY NOTICES AND REPORTS ON WELLS
Do not use this form for proposails to drill or to deepen or reentry to a different reservoir.
"Use "APPLICATION FOR PERMIT -" for such proposals

FORM ARPPROVED
Budget Burzau No. 1G04-0135
Expires: March 31,1993

5. Lease Designahon and Senal Mo.

NMNM33021

SUBMIT IN TRIPLICATE

8. If indian, Allotiad or Tribe Name

1. Type of Well

: Qi Gas
D Waell Welt Other -

7.1 Unit or CA, Agreement Dasignation

2. Mama of Operator

Dugan Production Corp.

&, Well Nams and Mo,

Coaly #90

3. Address and Telephona Mo.

P.0. Box 420, Farmington, NM 87499 (505) 325 - 1821

9. API Wall No.
30-045-33905

Location of Well {(Footage, Sec., T., R., M., or Survay Description)

660' FSL & 1000' FEL
Sec. 28, T27N, R12W NMPM

10. Field and Pool, or Exploratory Area
Basin Fruitland Coal

11. Counly or Parish, Stale

San Juan
12. CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
] Notice of Intent R {1 Abandonment [T} Change of Plans
: [[] Recompletion [CJ New Construction )

] Subsequent Report [ Plugging Back [ Non-Routine Fracturing

] casing Repair [ water Shut-Off )
[ Final Abandonment Notice [l Altering Casing ]  Conversion to Injection

[X] Other Temp Abandon Fruitland[] Dispose Water

Coal’s Test Facmington Ss 1o Smimscimmsomitn ove

13. Describe Proposed or Completed Operalions (Clearly state all pertinent details, and give pertinent dates, including estimated date of starting any proposed work |If well is directionaily drilled,

give subsurface locations and meoasured and lrue vertical depths for all markers ond zones perinent to this work.)*

Plan to set CIBP at 900-feet to temporarily abandon the Fruitland Coal; then perforate lower

Farmington Sandstone at 724 - 731 and 746 - 750. Will then swab

mington S3 completion is attached.

SUodnn o W-hel oz the Yasm

test to evaluate for frac.

RCUDOCT 23710
JIL CONS. DIV.

Must Comply with NMOCD Rules

19.15.25.12, 19.15.25.13 and DIST. 3
19.15.25.14
Conble te YA o f".“f tocl] Golole PeRl 3
14. | hereby certify that the foregoing is true and correct ’
10-25-2010

YA
Signed Y/ /‘]7,\,/ iy Title Geglogy. Date

(This space for Federal or Stale office use)

Approved by /7 _\Mﬁ-/tJCL Tille Qf\"{‘ . gl\\ Date
3= \ .

Conditions of approval, if any:

l

o ll'z:‘l!\b

Title 15 U.S.C. Szciion 1001, makes it a crimMer any person knowingly and williully 16*make tc any depantment cr agency of the United States any false, fictitious or fraudulent statements

or rapresertalions as 1o any matter within ils jurisdiction,

*Sea Instruction on Reverse Side

WMocD
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Oi$trict 1 State of New Mexico g Form C-102

1623 N. French Or. Hobbs. N 88240 Enargy, Minerals & Natural Resources Department Revised Cctober 12, 2005

District II ) Instructions on back

1301 W. Grand Averue, Artesia, NM 88210 Submit to ApprggréateL eglztmc: g&;;cg
ate Lease - ie

District IIT OIL CONSERVATION DIVISION Fee Lease - 3 Copies

1000 Rio Brazos Rd. Aztec, NM 87410 1220 South St. Francis Dr.

District IV Santa Fe, NM 87505

1220 §. St. Francia Dr. Santa Fe, NM 87505 [:] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

TAPT Number TPogl Code “Pog] Name
30-045-35012 71629 BASIN FRUITLAND COAL
‘Property Code *oroperty Name *Well Number
N COALY 3
"OGRID No. *Operator Name *Elevatian
006515 DUGAN PRODUCTION CORPORATION 5797
10 Surface Location
W of lot no. Section Townghip Range Lot [dn Feat from the North/South lire Freat from the Eagt/West liwe County
P 28 27N 12W 660 S0UTH 1050 EAST SAN JUAN
U Bottom Hole Location If Different From Surface
[0 o ot ro. J Section | Towaio Farga Lot Ion Feat from the North/Goth Tina Faet from tho East/West lue Conty
2 ppdicatad Acres - 9 oint or Infill | * Consolidation Code | Order No. ~
320.0 Acres - E/2

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
0R A NON-STANDARD UNIT HAS BEEN APPRO\/ED 8Y THE DIVISION

15 5280.00" "N OPERATOR CERTIFICATION

#1 [ hereby certify that the information contained

herein is true and complete to the best of my

Nl knowledge and balief, ang that this organization

Bleither owns a working interest or unleased

fll mineral interest in the land including the

progosed bottom-hole location o~ has a mght

Blto dr1]]l this well at this location pursuant

il ta a contract wath an owner of such a mineral

j|or working interest, or to 2 valuntar? pooling
agreement or a compulsory poaling er

J| heretofore entered by the division.

W‘Zlfza;m//p 10-27-2010

31 Signature Date

Y Kurt Fa%- re lius
it Printed Name

J = SURVEYOR CERTIFICATION

I hereby certify that tne well location
shown on this plat was plotted from field

. | _ l rotes of actual surveys mads by me O under
i T il my supervision, and that the same 13 true
and correct to the best of my belief

B Survey Oate: SEPTEMBER 11, 2008

Signature and Seal of Professional Surveyor

DUGAN NM 33021

5280.00°

J LAT: 36.54076 N K
LONG: 108.11156 "W B
| ) ‘ ! 1 DATUM NADISB3

| , i
[ gL

Certificate Number 15269

Alocharent |
Ho.5~



_ (']"' _dugan production corp.

i e P22
anuary 17, 2011 S
Mr. Richard Ezeanyim Mr. Dave Evans
NMOCD Engineering Bureau Bureau of Land Management — FFO
1220 South St. Francis Drive 1235 La Plata Highway
Santa Fe, NM 87505 Farmington, NM 87401

Re: Off-Lease Gas Measurement & Sale
Dugan Production Corp.'s Coaly No. 90 & Coaly No. 3
Basin Fruitland Coal pool (OCD Pool No. 71629)
AP| No. 30-045-33905 & 30-045-35012
SESE Section 28, T-27N, R-12W .
San Juan County, New Mexico o e

Dear Mr. Ezeanyim & Mr. Evans,

We are writing to request that the Off-Lease Gas Measurement & Sale currently approved for Dugan
Production's Coaly No. 90 (NMOCD Administrative order OLM-22) be transferred to Dugan Production’s
Coaly No. 3. Both wells are located on Federal Lease NM-33021 and are only 50" apart. Attachment No. 1
presents a map showing both wells along with the gas line and off-lease sales meter location which is
Enterprise Field Service’s meter No. 88741. The Coaly No. 90 was completed 12/03/2008 in the Basin
Fruitland Coal with an E/2 spacing unit (see Attachment No. 2) and as of 11/01/2011, has produced a total
of 5,902 mcf plus 20,890 bbl water from the Basin Fruitland Coal. At a twin location 50’ to the west of the
Coaly No. 90, (Coaly No 90 location is 660’ FSL & 1000’ FEL, Coaly No. 3 location is 660’ FSL & 1050’ FEL
of section 28, T-27N, R-12W), Dugan Production spudded the Coal No. 3 on 9/15/2010 with plans to
complete a-wildcat Farmington Sand which had been encountered while drilling the Coal No. 90. Upon
reaching TD in the Coaly No. 3, we had not encounter the Farmington Sand and modified our plans to move
the Basin Fruitland Coal completion from the Coal No. 90 to the Coaly No. 3 and recomplete the Coaly No.
90 in the Farmington Sand after abandoning the Fruitland Coal completion. Attachment No. 3 presents the
plan change in the Coaly No. 3 and attachment No. 4 presents the plan change in the Coaly No. 90.

The Fruitland Coal completion in the Coaly No. 90 was averaging 21 mcfd plus 56 bwpd and was
abandoned on 10/28/2010 and the Farmington Sand (724’-750") is currently being evaluated for completion.
The Coaly No. 3 was completed on 12/20/2010 in the Basin Fruitland Coal with the E/2 spacing unit which
was previously established for the Coaly No. 90 (see attachment No. 5).

It is Dugan production’s proposal to produce the Basin Fruitland Coal in our Coaly No. 3 using the off-lease
sales meter previously approved for our Coaly No. 90. Upon completing the Farmington Sand in the Coaly
No. 80, we anticipate cil producticn with very little gas. Should there be sufficient gas veolumes, we will
submit an application to surface commingle the gas from both wells and convert the current Enterprise gas
sales meter to a central delivery sales meter.

There is only one Federal Lease (NM-33021) for both spacing units. Dugan Production holds 100% of the
working interest and all interest in the Farmington Sand and Fruitland Coal is the same. A copy of this letter
is being sent to the interest owners.

Should there be questions or additional information needed, please let me know.

Sincerely, ' :
; 0, ke
John D. Roe

Engineering Manager
attachments

XC: {NMOCD - Aztec

709 E. MURRAY DR. = P. O. BOX 420 ¢ FARMINGTON, N.M. 87499-0420 ° PHONE: (505) 325-1821 o FAX# (505) 327-4613
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Attachment No. 1
Dugan Production Corp.
Off-site/Off-lease Gas Sales Meter
Coaly No. 90/Coaly No. 3
Well Location: SESE 28, T-27N, R-12W
Gas Sales Meter: SENE 29, T-27N, R-12W
Enterprise Meter No. 88741
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Form C-102
PO Box 1980, Hobbs, NM B88241-~1980

Revised February 21, 1894
Instructions on back

Submit to Appropriate Distract Qffice
State Lease - 4 Copies

Fee Lease - 3 Copies

State of New Mexico
Energy, Minerals & Natural Resources Department

Oastrict 11
PO Drawer OO0, Artesia, NM 88211-0719

QIL CONSERVATION DIVISION
PO Box 2088
Santa Fe, NM B87504-2088

Oistrict [11
1000 Rio Brazos Ad. Aztec. NM 87410

[] AMENDED REPQRT

District IV
PO Box 208B. Santa Fe, NM B7504-2088

WELL LOCATION AND ACREAGE DEDICATION PLAT

'ART Number *Ppol Code *Pool Name
e 7 9 BASIN FRUITLAND COAL
2 0OMS- 3290 1025 .
“Property Code Property Name Well Number
34492 COALY 90
'OGRID No. *Operator Name *Elevation
006515 DUGAN PRODUCTION CORPORATION 5785
0 Surface Location
X or Jot no Section Townshap Range Lot Ion Feat from the North/South 1ine Feet from the Esgt/Weat line County
P 28 27N 12W 660 SOUTH 1000 EAST SAN JUAN
1 Bottom Hole Location If Different From Surface
W or 1ot o Section Townshid Range Tot Ian Feet from the North/Seuth 1ing Fegt from the East/West livg County
2 Deqjcated Acres B ot or Infill | % Consolidation Code | Order No
320.0 Acres - (E/2)

NGO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE OIVISION
O T R T VT U R T TR

16

DUGAN

5280.00°
NM-33021
[}

5280.00
|
|
—

{7 OPERATOR CERTIFICATION

I hereby certify that the information
contained herein 13 true and complete
to the best of my knowledge and belyef

or 7 F g

Signature /
Kurt Fagrelius
Printed Name

5280.00°

LAT: 36.54075 °N
LONG: 10B.11139 ‘W
' DATUM: NAD1983

?4 lo/wley

660"

5280.00°

Fa o s s a0 én s sl uqn TNYEX WAL

Geology

Title
July 3, 2006

Date

®SURVEYOR CERTIFICATION

I nereby 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 1s true
and correct to the best ot my belief

Date of Survey: APRIL 24, 2006

Signature and Seal of Pratessional Surveyor

Certificate Number 15269

© i e e pmim s = s e

(F<chmees )(
g Mo, 2.




&

Form 3160-5
(June 1990)

UNITED STATES

DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

SUNDRY NOTICES AND REPORTS ON WELLS

Do not use this form for proposals to drill or to deepen or reentry to a different reservoir.

"Use "APPLICATION FOR PERMIT -" for such proposals

FORM APPROVED
Budge! Bureau No. 1004-G135
Expirss: March 31,1983

5 Lease Daslgraticn and Serlal Mo,

NMHM33021

SUBMIT IN TRIPLICATE

6. if Indian, Alllolled or Trite Name

1. Type of Well

ol
D Woll

Gas
Well Other

7 Il Unil or CA, Agreement Designation

2. Name of Operator

Dugan Production Corp.

8. Well Mams and Mo.

Coaly #3

3. Address and Telaphone No.

P.O. Box 420, Farmington, NM 87499

(506) 325 - 1821

9. AP Well No.
30-045-35012

Location of Well (Faolage, Sec., T., R., M., ar Survey Description)

660' FSL & 1050' FEL

Sec. 28, T27N, R12W NMPM

10. Field and Paal, or Exploratory Araa

Farmington Sand

11. Counly or Parish, Slate
San Juan

12. CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION

TYPE OF ACTION

x3 Notice of Intent
I:] Subsequent Report
J Final Abandonment Notice

NOOOo4d

Abandonment
Recompletion
Plugging Back
Casing Repair
Altering Casing
Other Complete Fruitland Coall]

and Tot Farmington Ss

Change of Plans

New Construction
Non-Routine Fracturing
Water Shut-Off
Conversion to Injection

Dispose Water
(Note: Reporl results of muttiple complation on Well
Conpletion or Recomplation Report and Log form.)

13. Describe Proposed or Completed Operations (Clearly state all perlinent details, and give pertinent dates, including estimated dale of starting any proposed work 1f well is directionally drilled,
give subsurlace localions and measured and true vertical depths for all markers and zones pertinent to this work.)”

Plan to perforate Fruitland Coal from 964 - 968, 992

Will then swab test to evaluate for frac.

Acreage Dedication Plat"

-
G’r’??'/rfe' 74 lga/()éﬂm C’&@/ﬁ”ﬁe/ogia 4.£= gy Thig Luogf(

The new C-102

996 and 1147 - 1162.
"Well Location and

for the Fruitland Coal completion is attached.

RCUDDCT 28710
DIL CONS. DIV,
DI5%. 3

v

14. 1 hersby certify that the foregoing is true and correct

10-25-2010

/ f .
Signed / Sqr / /Zi’;qmé’\ Title Geology

(Thus spaca for Faderal or State office use}

Approved by

Conditions of approval, i} any:

)_WQL.L__ Rede faas

\o 23 Lm

Titte 18 U.S.C. Saction 1001, makﬁMﬂJb for any parson knowingly and williully to"make to any depanment or agency of the Unitzd States any faise, fictitious or fraudulent statements
or represenlations as 1o any maller within its jurisdiction.

*See Instruction on Reverse Side

N#och\
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UNITED STATES

FORM APPROVED

Form 3160-5
(Junie 1990) DEPARTMENT OF THE INTERIOR Budge! Bursau No. 1004-0135
BUREAU OF LAND MANAGEMENT Expires: March 31,1993
. 5. Lease Designation and Senal Mo.
SUNDRY NOTICES AND REPORTS ON WELLS NMNM33021
Do not use this form for proposals to drill or to deepen or reenlry to a different reservoir.  |s. i indian, Allolled or Tribs Name
"Use "APPLICATION FOR PERMIT -" for such proposals
SUBMIT IN TRIPLICATE
1. Type of Well 7.1l Unil or CA, Agreement Dasignation
Qit Gas
well Well D Other -

8. Well Nams and No.

Coaly #90

2. Mame of Operalor

Dugan Production Corp.

3. Address and Telephona ho.

P.0. Box 420, Farmington, NM 87499
Location of Well (Footage, Sec,, T., R., M., or Survéy Dascriplion)

660' FSL & 1000' FEL
Sec. 28, T27N, R12W

9. APl Well No.
30-045-33905

10. Fisld and Pool, or Exploralary Area
Basin Fruitland Coal

(505) 325 - 1821

NMPM

11. Counly or Parish, Stale
San Juan

12. CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION

Notice of Intent Abandonment (] Change af Plans
[T]  New Construction

&

Recompletion

[j Subsequent Report Plugging Back 1 Non-Routine Fracturing
Casing Repair [ water Shut-Off
E:] Final Abandonment Notice Altering Casing ] cConversion to Injection

Dispose Water
{Nole: Report resulls of mulliple comptetion on Wall
Complalion or Rocomplation Report and Log form.)

HOOO0O0ono

Other Temp Abandon Fruitland[ ]
Coal’s& Test Farmington Ss

13. Describe Praposed or Completed Operations (Clearly slate afl pertinent details, and give pertinent dates, including estimated date of starting any proposed work If well is directionally drilled,
give subsurface locations and moasured and true vertical deptha for all markera ond zones pertinent to this work.)

Plan to set CIBP abt 900-feet to temporarily abandon the Fruitland Coal; then perforate lower

Farmington Sandstone at 724 - 731 and 746 - 750. Will then swab test to evaluate for frac.

~100  fgr the Yarmington S5 completion is attached.

RCUDDCT 25710
L CONS. DIV.

Must Comply with NMOCD Rules
DISY. 3

19.15.25.12, 19.15.25.13 and
19.15.25.14

C-()"’?,ﬂ/e fe FA pa f‘."{ twell éc'»/l,;,(’-t' p{p)\‘;‘gﬂ»\‘f

14. | hereby certify that the foragoing is true and correct

[ /",
Signed %r / /‘]//,\// Ry Title

Geology Date 10~25-2010
{This space for Federal or Stale oifice use?
Approved by t\‘c}a Tille Q*‘f N g(\\ Date LO ‘ 21 l LD
¥ \ . % 1

Conditicns of approval, if any.

Title 18 U.S.C. Saciion 1001, makes it a cim3¥r any person knowingly and wilifully to'make to any department or agency of the United Slates any false, fictiious or frauddlent statements
or representalions as (o any matter within its jurisdiction.

*Sea Instruction on Reverse Side

WM ocD -
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Dibtrict 1 State of New Mexico g Form C-102

1625 N. French Or. Hobbs, NM 88240 Energy, Minerals & Natural Resources Department Revised October 13, 2005

pistrict I Instructions on back

1301 W. Grand Avenue, Artesia, NM 88210 T Submit to Apprggréati sttmcz: gff;ce
ate Lease - opies

District IIT OIL CONSERVATION DIVISION Fee Lease - 3 Copies

1000 Rig Brazos Rd. Aztec, NM 87410 1220 South St. Francis Dr.

District IV Santa Fe, NM B7505

1220 S. St. Francis Dr. Santa Fe, NM B7505 D AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

"APT Number *Pool Code Pon] Name
30-045-35012 71629 BASIN FRUITLAND COAL
‘Property Code *Orgperty Name ¥Well Number
5 COALY 3
'OGRID No. *Operator Name 'Elevation
006515 DUGAN PRODUCTION CORPORATION 5797°
10 Syrface Location '
W or lot no. Section Township Fangn Lot fdn Feet from the North/South line Fest from ths East/vast lia County
p 28 27N 12W 660 SOUTH 1050 EAST SAN JUAN
1 8pttom Hole Location If Different From Surface
TULor lot o, o Section Township Ronga Lot Ion Feat from the North/South 1ine Feat from the East/West line County
2 Gedicatad Acres B oint or Infill | “ Consalidation Code  |™Order No.
320.0 Acres - E/2
L_

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

- R | [ . G ST L x)” 17
1 ' g| " OPERATOR CERTIFICATION
B . 528000 DUG'L_\,?' "\IM‘33021 fll 1 hereby certify that the information contained

herein 15 true and complete to the ‘best of my
! i knowlesge and belief, and that this organization
Mleither owns a working interest or unleased
B| mineral interest in the land including the
8| progosed bottom-hole location o~ has a right
Hito drill this well at this location pursuant
to a contract with an owner of such 8 mineral
| or wocking interest, or to a voluntary pooling
Bl agreement o~ a compulsory pogling order
jl heretofore entered by the civision.

Wﬁf,la’;,z/iiwoe?—zm 0

gl Signature ./ Date

Kurt Facreliug

Printed Name
M ®* SURVEYOR CERTIFICATION

B| I rereby certity that the well location
Bl shown on this ?lat was plotted from field
I @] rotes of actual surveys mads by me or under
N R 8l my supervision, and that the same 13 true
and correct to the best of my belief

| Survey Date: SEPTEMBER 11, 2008

Signature and Seal of Professional Surveyor

5280.00°

) LAT: 36.54076°N H
LONG: 108.11156 "W B
| ' l ! + DATUM NAD1S83

; [o)

t ] ¢
5280 .00° :8

Certificate Number 15268

/?/yae'[ﬂ!e» %

No.s™
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DATE N SUSPENSE ENGINEER LOGGED N TYPE I APP NO.

ABOVE THIS LINE FOR DIVISION USE ONLY

NEW MEXICO OIL CONSERVATION DIVISION

- Engineering Bureau -
1220 South St. Francis Drive, Santa Fe, NM 87505

ADMINISTRATIVE APPLICATION CHECKLIST

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Application Acronyms:
[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication]
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Commingling]
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement]
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Salt Water Disposal] [IPl-injection Pressure Increase]
[EOR-Quallfied Enhanced Oll Recovery Certification] [PPR-Positive Production Response]

[1] TYPE OF APPLICATION - Check Those Which Apply for [A]
[A] Location - Spacing Unit - Simultaneous Dedication

J NsL (O Nsp [0 sD

Check One Only for [B] or [C]
[B] Commingling - Storage - Measurement

[0 puc [] ctB [] pLc [ pc [J oLs OM — 22— H#

[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery
OJ wex [0 pmx [ swp (O 1 [J EOR [ PPR

(D] Other: Specify Zeve Adw in l'r/ﬁﬂ/ﬁ/e order OLMm-22 rcvm 'Db’o? @ ,
Prodee ficn's Cowly #90_fo Comly £3~ Well bores «+w ST

[2]  NOTIFICATION REQUIRED TO: - Check Those hicr Dags Nof Apply apark @re cor Bme
Al M Working, Royalty or Overriding Royalty Interest Owners , [oeSC Qewncesff p l
IS S e ITmare . fred),
[B] (] Offset Operators, Leaseholders or Surface Owner snferve] |S fre Somre,
[C] [ Application is One Which Requires Published Legal Notice
D] m Notification and/or Concurrent Approval br O
U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Qffice
[E] [X] For all of the above, Proof of Notification or Publication is Attached, and/or, &, 44 =4~

Returm Beceipl- Nofice fofloc /s gatesfiod — fom
(F] (] waivers are Attached =~ Recer pts fo be Swbdwri Moo s1p0r7 mi:;:ﬂa?,

(3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

(4] CERTIFICATION: Ihereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. I also understand that no action will be taken on this
application until the required information and notifications are submitted to the Division.

Note: Statement must be completed by an individual with managerial and/or supervisory capacity.
John D. Roe %— O KBe _ EngineeringManager 1:20-2011

Print or Type Name Signature Title - Date

johnroe@duganproduction.com
e-mail Address
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dugan production corp.
dp =

January 20, 2011

Mr. Terry Warnell

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, NM 87505

Fax number — 505-476-3462

Re: Dugan Production’s Letter of 1/17/11
Off-Lease Gas Measurement and Sale
Coaly Well No. 90 & Well No. 3

Dear Mr. Warnell,

Attached for your use in considering the subject letter, is an Administrative Application
Checklist. As I mentioned on the phone, I was hoping that this could be a simple matter
since the Coaly No. 3 well is only 50’ to the west of our Coaly No. 90 and considering
that both wells are on the same lease, the spacing unit consists of only one lease, the
ownership (WL, RI & ORRI) is exactly the same in both wells and the Basin Fruitland
Coal producing interval in the Coaly No. 90 has been replaced by a correlative interval in
the Coaly No. 3.

To expedite things, I’m faxing this to you, but well also mail the original.
Please let me know if you have questions or need additional information.

Sincerely,

%Qa-e

John D. Roe
Engineering Manager

709 E. MURRAY DR. = P O. BOX 420 = FARMINGTON, N.M. 87499-0420 ¢ PHONE: (505) 325-1821 e FAX# (505) 327-4613

1/4
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é' _dugan production corp.
p =

MAILED CERTIFIED-RETURN RECEIPT

I"I
January 20, 2011

Energen Resources Petrohawk Properties, LP
605 Richard Arrington, Jr, Bivd. North P.O. Box 4346
Birmingham, AL 35203 Houston, TX 77210-4346

Four Star Qil & Gas Co.
£.0. Box 36366
Houston, TX 77010

Re: Dugan Production Corp.’s
Off-lease Gas Measurement & Sales
Coaly No. 90 & Coaly No. 3
SESE Section 28, T-27N, R-12W
San Juan County, New Mexico

Dear Interest Owner,

Attached for your information and review is a copy of our letter dated 1-17-11 requesting that the
New Mexico Oil Conservation Division (NMOCD) and Bureau of Land Management (BLM)
transfer their existing approvals for the off-lease measurement and sale of gas from Dugan
Production’s Coaly No. 90 to Dugan Production’s Coaly No. 3. The Coaly No. 3 was recently
drilled to develop a Farmington Sand that had been encountered during the drilling of the Coaly
No. 90. However upon drilling the Coaly No. 3 at a location 50' west of the Coaly No. 90 we did
not encounter the Farmington Sand and subsequently completed the Coaly No. 3 in the Basin
Fruitland Coal which required us to abandon the Basin Fruitiand Coal Completion in the Coaly
No. 90 prior to recompleting the Coaly No, 90 in the Farmington Sand.

You are receiving this information because the NMOCD requires that all interest owners receive
notice and if there are comments or objection, they must be made within 20 days from the date of
this letter. Dugan Production holds 100% of the working interest and as an overriding royaity
interest owner, there are no costs to you. Your interest in the Coaly No. 3 is the same as in the
Coaly No. 90. Hopefully, all interest owners will benefit from production that is developed by
recompleting the Coaly No. 80 from the Basin Fruitland Coal to the Farmington Sand. Production
revenues from the Basin Fruitland Coal completion in the Coaly No. 3 should be similar to the
Basin Fruitland Coal completion in the Coaly No. 90.

Should you have any questions or need additional information, please let me know. Should you
have an objection to our application, please let me know or you can contact the NMOCD directly
by calling Mr. Terry Warnell in the Engineering Bureau @ 505-476-3466 and | would appreciate
receiving a copy of your objection.

Sincerely,

Foto 8. e

John D. Roe
Engineering Manager

Attachments

709 E. MURRAY DR. ¢ P O. BOX 420 » FARMINGTON, N.M. 87499-0420 » PHONE: (505) 3251821 < FAX# (505) 327-4613
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DUGAN PRODUCTION CORP.
Coaly No, 90 & Coaly No. 3
SESE Section 28, T-27N, R-12W
San Juan County, New Mexico

Basin Fruitland Coal - 320A E/2 Spacing unit

ndesignat ington Sand - 160A acing unit
Working Interest - % Net Interest - %
Working Interest Owners 100.00 80.000000
Dugan Production Corp.
P. O. Box 420

Farmington, NM  87499-0420

Rovalty Interest Owners
USA - Bureau of Land Management 0 12.500000

1235 LaPlata Hwy, Suite A
Farmington, NM 87401
Federal Lease NM-33021

Overriding Royalty Interest Owners

Energen Resources 0 3.750000
605 Richard Arrington, Jr. Bivd. North

Birmingham, AL 35203

Four Star Oil & Gas Co. 0 1.250250
P. O. Box 36366
Houston, TX 77010

Petrohawk Properties, LP 0 2499750
P. O. Box 4346
Houston, TX 77210-4346

TOTAL
100.00 100.00
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January 20, 2011

Mr. Terry Warnell

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, NM 87505

Fax number — 505-476-3462

Re: Dugan Production’s Letter of 1/17/11
Off-Lease Gas Measurement and Sale
Coaly Well No. 90 & Well No. 3

Dear Mr. Warnell,

Attached for your use in considering the subject letter, is an Administrative Application
Checklist. As I mentioned on the phone, I was hoping that this could be a simple matter
since the Coaly No. 3 well is only 50’ to the west of our Coaly No. 90 and considering
that both wells are on the same lease, the spacing unit consists of only one lease, the
ownership (WI, RI & ORRI) is exactly the same in both wells and the Basin Fruitland
Coal producing interval in the Coaly No. 90 has been replaced by a correlative interval in
the Coaly No. 3.

To expedite things, I'm faxing this to you, but well also mail the original.
Please let me know if you have questions or need additional information.

Sincerely,

John D. Roe
Engineering Manager

709 E. MURRAY DR. « P O BOX 420 « FARMINGTON, N.M. 87499-0420 e PHONE: (505) 325-1821 e FAX# (505) 327-4613



