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January 3, 2011

dugan production corp.

Mr. Charlie Perrin

New Mexico Oil Conservation Division
1000 Rio Brazos Road

Aztec, NM 87410 C:;‘)'?

Re. Application to Downhole Commingle
Dugan Production Corp’s
Federal I Com well No. 102S

20 - DU - TS

Dear Mr. Perrin,

For your consideration of the subject application dated 12-15-10, attached is a copy of
our letter dated 12-15-10 providing notice of our application to the interest owners. Also
attached is a copy of the “Certified Mail — Return Receipts” for each of the interest
owners. To date, we have had no comments or objection from the interest owners.

Sincerely,

f'o—/ﬁ\mb,ﬁae

John D. Roe
Engineering Manager

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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__ 4. - dugan production corp.

"December 15, 2010 Certified - Return Receipt

Interest Owners (address list attached)
Dugan Production Corp.’s

Federal | Com Well No. 102S

NESE Section 12, T-29N, R-14W

San Juan County, New Mexico

Dear Interest Owners,

According to-our records, you have an interest ownership (working, royalty and/or overriding
royalty) in the subject well and as such we are writing to advise that we are preparing applications
to the New Mexico Oil 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 pools within the wellbore of the Federal | Com No. 102S. This well was
spudded on 10/11/10 and 5%" casing cemented at 1252’. The Federal | Com No. 102S is a
Fruitland Coal infill well to Dugan’s Federal | Com No. 102 which was completed 8/19/05 in
similar internals in the NENE of section 12 and was approved for similar downhole commingling
using the same factors proposed for the No. 102S. We are now preparing to complete the
Federal | Com No. 102S in the Fruitland Coal, Fruitland Sand and Pictured Cliffs intervals. Itis 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
produce 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 53% to the Basin Fruitland Coal gas pool which will have a 318.49 acre E/2
spacing unit, and 47% to the Harper Hill Fruitland Sand-Pictured Cliffs gas pool which will have a
159.47 acre SE/4 spacing unit. These allocation factors represent an average of the production
from 32 wells (12 Fruitland Coal wells, 13 Fruitland Sand-Pictured Cliffs wells & 7 wells that are
similarly downhole commingled) in section 12 and the 8 adjacent sections. Attachment No. 1
presents the individual well data in support of our proposed allocation factors.

Should you have questions, need additional information or desire to receive a copy of our
application, please let me know. | can be reached at the letterhead address and phone. Should
you have an objection to the proposed downhole commingling, please let me know or you can
contact the NMOCD directly by calling 505-334-6178 and speaking to Mr. Charlie Perrin. | would
appreciate also being advised of your objection. Any objection you have shouid be gwen within
20 days from the date of this létter. . .

Sincerely,

o B, (e

John D. Roe
Engineer Manager

JDR/jdc

enclosure

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



INTEREST OWNER LIST

DUGAN PRODUCTION CORP.

FEDERAL | COM #102S

NESE - UNIT |

SEC. 12, T29N, R14W
SAN JUAN COUNTY, NM

SPACING UNITS

HARPER HILL FRUITLAND SAND-PICTURED CLIFFS

Working Interest Owners
Dugan Production Corp.

P. O. Box 420

Farmington, NM 87499-0420

XTO Energy, Inc.

Attn: Aaron Austin
810 Houston Street
Fort Worth, TX 76102

Royalty/Overriding Royalty Owners

SE/4 - 159.47 ACRES
BASIN FRUITLAND COAL

E/2 - 318.49 ACRES

Bureau of Land Management
1235 La Plata Highway
Farmington, NM 87401

E. B. Mann
P. O. Box 1769
Bloomfield, NM 87413

Eliott A. Riggs
P.O. Box 711
Farmington, NM 87499

XTO Energy, Inc.
Attn: Alec Bridge
382 Road 3100

Aztec, NM 87410

New Mexico Highway Department
Attn: Rob Lopez

P.O. Box 1149

Santa Fe, NM 87504-1149

Navajo Tribe

¢/o Bureau of Land Management
1235 La Plata Highway
Farmington, NM 87401

Robert L Bayless Producer, LLC
621 17" Street, #2300
Denver, CO. 80293

R & C Investments

¢/o Jean (Cox) Lovell
3505 N. Mesa Verde Ave.
Farmington, NM 87401
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