d o dugan production corp.

December 31, 2002

Mr. Pete Martinez

New Mexico State Land Office
P.0.Box 1148

Santa Fe, NM 87504-1148
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Mr. Will Jones
New Mexico Qil Conservation Division
1220 South St. Francis Drive
Santa Fe, NM 87505
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Re: Dugan Production Corp.'s
State Com wells No. 90S & 91S
State Com Gas Gathering System and ZDP
NMOCD Commingling Ordef’P :
San Juan County, New Mexico
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Dear Will and Pete,

I am writing to provided updated gathering system information for the planned addition of Dugan
Production Corp.'s State Com wells No. 90S and 91S to Dugan's State Com Gas Gathering System and
CDP. Both wells have been drilled and are currently waiting to be completed as Basin Fruitland Coal
infill wells to Dugan Production's State Com Wells No. 90R and 91, respectively. From our prior phone
conversations, it is my understanding that the State Com wells No. 90S and 91S are covered under
existing NMOCD and State Land Office approvals since the proposed infill wells are within existing
spacing units, both of which have been communitized for production from the Basin Fruitland Coal pool,
and the parent wells to both spacing units (State Com No. 90R and No. 91) have been authorized to be
connected to the State Com Gathering System and CDP.

Attachment No. 1 presents an updated map of the gathering system and Attachment No. 2 presents a
listing of the wells currently connected and to be connected to the gathering system. Both wells will be
equipped with conventional gas meters which will be used for allocation purposes and both wells will be
operated in a manner consistent with the five other wells currently approved for the system.
Should either of you have questions or need additional information, please let me know.
Sincerely,

fo-’(; — 2, Y A
John D. Roe
Engineering Manager
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attachments
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Index] Lease No. | Lease Type Leasee Lease Name
A |LG-0038-1 State Dugan State Com

B [B-11571 State Dugan State Com

C |E-3555-13 State Dugan State Com™

D

Dugan State Com-FR Coal
Williams State Com-MV
Dugan State Com-FR Coal
Williams State Com-MV
B-11571 State Griffin Trust State Com
E-4426 State St. Johns Operating {State Com
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IN
#

N
RS

ATTACHMENT NO. 1
Dugan Production Corp.
State Com Gathering System & CDP
CDP (El Paso Meter #87978)
@ SESW Section 16, T-32N, R-12W
San Juan County, New Mexico
Page 1 of 1
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