Form 3160-5 UNITED STATES FORM APPROVED

(June 1990) DEPARTMENT OF THE INTERIOR Budget Bureau No. 1004-0135
BUREAU OF LAND MANAGEMENT Expires: March 31,1993
5. Lease Designation and Serial No.
SUNDRY NOTICES AND REPORTS ONWELLS o (7] NM-0206994

Do not use this form for proposals to drill or to(dgtepé‘rhor Feentry {6 a different reservoir.  [6. i indian, Allotted or Tribe Name
Use "APPLICATION FOR PERMIT -" for such proposals-

SUBMIT IN TRIPLICATE "7~ .\ .

O—(C r SRR

Oil Gas D
Well Well Other

1. Type of Well 7. If Unit or CA, Agreement Designation

2. Name of Operator 8. Well Name and No.

Dugan Production Corp. Jacobs Com #90S
3. Address and Telephone No. 9. API Well No.
P.O. Box 420 , Farmington, NM 87499 (505) 325-1821 \&3 30 045 33683

Location of Well (Footage, Sec., T., R.. M., or Survey Description) 10. Field and Pool, or Exploratory Area

Basin Fruitland Coal/

1915' FNL & 1920' FWL (SE/4 NW/4) Harper Hill Fruitland Sand-PC

Unit F, Sec. 25, T30N, R14W

11. County or Parish, State

San Juan, NM
12. CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
X] Notice of Intent [0 Abandonment C] cChange of Plans
[C] Recompletion [C] New Construction
/%D Subsequent Report [C] Plugging Back [C1 Non-Routine Fracturing
[C] casing Repair [ water Shut-Off
- [:] Final Abandonment Notice [C] Altering Casing 1 Conversion to Injection
) [X] Other Application to downhole  [[]  Dispose Water
commmqle (Note: Report results of muitiple completion on Weil
Completion or Recompletion Report and Log form.)

13. Describe Proposed or Completed Operations (Clearly state all pertinent details, and give pertinent dates, including estimated date of starting any proposed work I well is directionally drilled,
give subsurface iocations and measured and true vertical depths for ali markers and zones pertinent to this work.)"

Dugan Production proposed to downhole commingle production from the Harper Hill Fruitland Sand-Pictured
Cliffs and the Basin Fruitland Coal gas pools upon completing the Jacobs Com No. 90S which was spudded
7-12-06. The spacing units for both pools encompass only federal leases and all royalty interest is federal.
Specifics for downhole commingling are presented in the attached application (NMOCD Form C-103).

ONC L3y4 A Z-

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

Signed df;z_.., 9 e Titte Engineering Manager Date 7/13/2006

John D. Roe

(This space for Federal or State office use)

Approved by QM’ W Title Geo Date e-4-04

Conditions of approval. if any:

Title 18 U.S.C. Section 1001, makes it a crime for any person knawingly and willfully to make to any department or agency of the United States any false, fictitious or fraudulent statements
or representations as to any matter within its jurisdiction. '

*See Instruction on Reverse Side

NYOCD



SUDMIL 5 LOPIES 10 APPIOPTIdIE LASITICL
Office”

District 1

1625 N. French Dr., Hobbs, NM 88240
District 1

1301 W. Grand Ave., Artesia, NM 88210
District I

1000 Rio Brazos Rd.. Aztec, NM 87410
District IV

1220 S. St. Francis Dr., Santa Fe, NM

State ot New Mexico
Energy, Minerals and Natural Resources

OIL CONSERVATION DIVISION
1220 South St. Francis Dr.
Santa Fe, NM 87505

Form C-103
March 4, 2004

WELL API NO.
30-045-33683

5. Indicate Type of Lease - FEDERAL
STATE [ FEE [

6. State Oil & Gas Lease No.
Federal Lease NM-0206994

87505

SUNDRY NOTICES AND REPORTS ON WELLS
(DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO A

7. Lease Name or Unit Agreement Name

DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT* (FORM C-101) FOR SUCH Jacobs Com
PROPOSALS.)
1. Type of Well: gbsWell Number

Oil Well ] Gas Well [X Other

9. OGRID Number
006515

2. Name of Operator
Dugan Production Corp.

10. Pool name or Wildcat
Basin FR Coal & Harper Hill FR Sand PC

3. Address of Operator

P. O. Box 420, Farmington, NM 87499-0420 (505)325-1821

4. Well Location

Unit Letter F 1915 feet fromthe _ North _ line and 1920  feet fromthe _ West line
Section 25 Township 30N Range 14W NMPM _ San Juan_

11. Elevation (Show whether DR, RKB, RT, GR, etc,)
5494' GL
Pit or Below-grade Tank Application_(For pit or below-grade tank closures, a form C-144 must be attached)

Pit Location: UL Sect Twp, Rng Pit type Depth to Groundwater Distance from nearest fresh water well
Distance from nearest surface water Below-grade Tank Location UL Sect Twp Rng H
feet from the line and feet from the line
TZ. Check Kppropnate BOX to Indicate Nature of Notice, Keport or Uther Data
NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF:
PERFORM REMEDIAL WORK [J] PLUG AND ABANDON [ REMEDIAL WORK [0 ALTERING CASING [
TEMPORARILY ABANDON [ CHANGE PLANS O COMMENCE DRILLING OPNS.[[] PLUG AND Od
ABANDONMENT
PULL OR ALTER CASING 0 MULTIPLE O CASING TEST AND
COMPLETION CEMENT JOB
OTHER: Downhole commingle X OTHER: O

13. Describe proposed or completed operations. (Clearly state all pertinent details, and give pertinent dates, including estimated date of starting
any proposed work). SEE RULE 1103. For Multiple Completions: Attach wellbore diagram of proposed completion or recompletion.
This well was spudded on 7-12-06 and 5-1/2" casing will be cemented at +1340'. The Basin Fruitland Coal and the Harper Hill Fruitland Sand-PC will
be perforated. Both intervals will be fracture stimulated. It is proposed that both intervals be downhole commingled to clean up stimulation fluids and
then produced.
1&2. NMOCD Order R-11363 established the Basin Fruitland Coal (71629) and Harper Hill Fruitland Sand-PC (78160) as pre-approved pools for
downhole commingling.
Proposed perforated intervals: Basin Fruitland Coal intervals as developed which will be approximately 1038'-42", 1045'-48', 1068-78', 1085'-
89', 1164'-72', 1178'-82". Harper Hill Fruitland Sand-PC intervals as developed which will be approximately 1055'-59'; 1134'-40' 1184'-90".
Proposed allocation method: Fixed factors based upon an analysis of production from both pools in a 12 section area adjacent or close to the
subject well (Ref. Attachment No. 1). A total of 15 FR Coal, 20 PC wells and 5 similarly downhole commingled wells were evaluated.
Proposed Allocation Fruitland Coal Fruitland Sand/Pictured Cliffs
Gas - 57% 43%
Water - 50% 50%
Both pools are anticipated to produce high volumes of water & the proposed downhole commingling is necessary to economically & efficiently
produce both zones. The value of production from either pool, will not be reduced, but will be maximized as a result of this downhole
commingling.
The working and overriding royalty interest is not identical for both pools. Royalty interest is federal and is identical. Dugan Production holds
87.5% of the Basin Fruitland Coal plus 100% of the Harper Hill Fruitland Sand-Pictured Cliffs working interest. Notice of this application is
being provided to all interest owners by letter dated 7/12/06 (copy attached). No objection is anticipated.
7. A copy of this application is being sent to the BLM.
1 hereby certify that the information above is true and complete to the best of my knowledge and belief. 1 further certify that any pit or below-
grade tank has been/will be constructed or closed according to NMOCD guidelines [], a general permit (] or an (attached) alternative OCD-approved plan [].
SIGNATU‘RE ¢ 8., Boe_ TITLE__ Engineering Manager DATE_ July 13, 2006
Type or print name ° John D. Roe E-mail address: johnroe@duganproduction.com Telephone No. 505-325-1821
(This space for State use)

APPPROVED BY
Conditions of approval, if any:

3.

4.

TITLE DATE
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July 12, 2008

dugan production corp.

Interest Owners (address attached)
Dugan Production Corp.'s
Proposed Jacobs Com No. 90S
SENW Section 25, T-30N, R-14W
San Juan County, New Mexico

Dear Interest Owners,

According to our records, you have an interest ownership (working, royalty and/or overriding royaity) in
the subject well and as such we are writing to advise that we are preparing applications to the New
Mexico Qil Conservation Division (NMOCD) and the Bureau of Land Management (BLM) to commingle
production from the Basin Fruitland Coal and the Harper Hill Fruitland Sand-Pictured Cliffs gas gools
within the wellbore of the proposed Jacobs Com No. 90S. This well will be spudded on July 12™ and 5%"
casing will be cemented at +1340". We are planning to complete the Jacobs Com No. 90S in the
Fruitland Coal, Fruitland Sand and Pictured Cliffs intervals. It is a common practice to complete these
three intervals together since they are fairly close to each other, the fluids (gas and water) in each interval
are compatible and each pool is anticipated to produced water that is more efficiently pumped as a
commingled stream as opposed to installing dual sets of production equipment. We are proposing that
the commingled production from all intervals be allocated 57% to the Basin Fruitiand Coal gas pool
(which will have a 320 acre spacing unit, consisting of the NW/4 of Section 25 plus the NE/4 of adjacent
Section 26) and 43% to the Harper Hill Fruitland Sand-Pictured Cliffs gas pool (which will have a 160 acre
NW/4 spacing unit). These allocation factors represent an average of the production from 40 wells (15
Fruitland Coal wells, 20 Fruitland Sand-Pictured Cliffs wells and 5 wells that are similarly downhole
commingled) in the immediate vicinity of the Jacobs Com No. 90S.

We believe the proposed allocation factors will provide a fair and equitable split of the commingled
production between the Basin Fruitland Coal and the Harper Hill Fruitland Sand-Pictured Cliffs gas pools
and are consistent with allocation factors currently approved for other similarly commingled wells in this
area. Since production operations will be more efficient with the two pools commingled downhole, it will
be possible to recover a larger portion of the natural gas reserves from both pools.

Should you have questions, need additional information or desire to receive a copy of our applications,
please let me know. | can be reached at the letterhead address and phone. Should you have an
objection or concern as to the proposed downhole commingling, please let me know or you can contact
the NMOCD in Aztec directly by calling 505-334-6178 and speaking to either Mr. Steve Hayden or Mr.
Charlie Perrin. 1 would appreciate also being advised of your objection. Any objection you have should
be given within 20 days from the date of this letter.

Sincerely,

fo«d.,a,&e_

John D. Roe
Engineering Manager

JDR/tmf

enclosure

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



INTEREST OWNERS
DUGAN PRODUCTION CORP.'S
PROPOSED JACOBS COM NO. 908
SENW SECTION 285, T-30N, R-14W
SAN JUAN COUNTY, NEW MEXICO
PROPOSED COMPLETION & SPACING UNIT
HARPER HILL FRUITLAND SAND-PICTURED CLIFFS GAS POOL ~ 160.0 ACRES - NW/4 SECTION 25
BASIN FRUITLAND COAL GAS POOL - 320.0 ACRES — NW/4 SECTION 25 PLUS NE/4 SECTION 26

Harper Hill Fruitiand

INTER N _Sand-PicturedCliffs Bagin Fruitian
Gross Net Grosg Net
Working Interest ’
Dugan Production Corp. 100.000000% 83.750000% 87.500000% 73.937500%
Jim L. & Mary Lou Jacobs -0- -0- 12.500000% 10.687500%
Living Trust UTA 11/68/97
3505 Crescent Ave.
Farmington, NM 87401
Royalty
USA-Bureau of Land Mgmt -0- 12.500000% -0- 12.500000%
1235 La Plata Highway

Farmington, NM 87401
Overriding Rovalty Interest

Forrest Jacobs -0- -0- -0- 1.000000%
1000 SW Santa Fe Lake Road

Towanda, KS 67144-9213

F. H. & Louise G. Carpenter -0- 3.750000% -0- 1.875000%
P. O. Box 608

Sourlake, TX 77659

TOTAL WELL 100.000000% 100.000000% 100.000000% 100.000000%




