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June 16, 2009

Mr. Mark Fesmire, Director Mr. Patrick Lyons, Commissioner
New Mexico Oil Conservation Division New Mexico State Land Office
1220 South St. Francis Drive P. O. Box 1148

Santa Fe, NM 87505 Santa Fe, NM 87504-1148

Mr. Steve Henke, Manager
Bureau of Land Management
1235 La Plata Highway, Suite A
Farmington, NM 87401

Re: Proposed Allocation Meter Modification
23 Wells on 8 Gathering Systems
Operated by Dugan Production Corp.

Dear Mr. Fesmire, Mr. Henke and Mr. Lyons,

We are writing to advise that Dugan Production is planning to replace the Barton Dry Flow Chart
recorders with Total Flow 6610 Eiectronic Flow computers (EFC) on 23 wells currently approved for
operation on one of eight gathering systems and/or central delivery sales meters all operated by Dugan
Production Corp. Attachment No. 1 presents a list of the wells along with gathering system and well
information for each well.

Each of these wells is currently equipped with a plunger lift or intermitter and produces a paper chart that
is difficult to integrate. We are hopeful that the EFC will provide an improved recording of production data
and result in a corresponding improved allocation factor. The EFC will continue to use the existing meter
run and orifice plate currently installed for the dry flow meter and the EFC will be installed, tested and
maintained using BLM's NTL-2008-01.

It is our understanding that the proposed modification to the existing allocation meter will result in a data
recording that is at least as good as the current commercially integrated paper chart and does not need
formal regulatory approval. If this is not so, we can easily return to using the chart recorder.

Should additional information be needed or specific approvals required, please let me know.

Sincerely,

Fton 0. Roa

John D. Roe
Engineering Manager

JDR/AmMf
Attachment °

cc: NMOCD - Aztec
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