State of New Mexico
Energy, Minerals and Natural Resources Department

Susana Martinez

Governor {
I
Ken McQueen David R. Catanach, Division Director
Cabinel Secrelary OII' Conservation Division
|
Matthias Sayer
Deputy Cabinet Secretary

Operator Signature Date: _< (20 (7 ;

Well information; i

Operator Dmar\ , Well Name and Number E (2d4= ‘
APH 35 S-3STYS , Section_¢o Towq%hip 23 D/S,Range __ /| E/W)

Conditions of Approval: (See the below checked ahd handwritten conditions)
,( Notify Aztec OCD 24hrs prior to casing & cem]bnt

o Hold C-104 for directional survey & “As Dnllej” Plat
o Hold C-104 for NSL, NSP, DHC

o Spacing rule violation. Operator must follow up with change of status notification on other well
to be shut in or abandoned

o Regarding the use of a pit, closed loop system or below grade tank, the operator must comply
with the following as applicable: ‘

e A pit requires a complete C-144 be subimittcd and approved prior to the construction or
use of the pit, pursuant to 19.15.17.8.A.

e A closed loop system requires notification prior to use, pursuant to 19.15.17.9.A

e A below grade tank requires a registra ion be filed prior to the construction or use of the
below grade tank, pursuant to 19.15. 17FC

o Once the well is spud, to prevent ground water contamination through whole or partial conduits
from the surface, the operator shall drill without interruption through the fresh water zone or
zones and shall immediately set in cement the Water protection string

o Submit Gas Capture Plan form prior to spuddmg or initiating recompletion operations
‘/chardmg Hydraulic Fracturing, review EPA Underground Injection Control Guidance 84

‘/ Oil base muds are not to be used until fresh water zones are cased and cemented providing
isolation from the oil or diesel. This includes sjnthetlc oils. Oil based mud, drilling fluids and
solids must be contained in a steel closed loop %ystem.

‘/Well-bore communication is regulated under 19.15.29 NMAC. This requires well-bore
Communication to be reported in accordance with 19.15.29.8.

A s

NMOCD Approved by Signature Date

1220 South St. Francis Drive = Santa F%e. New Mexico 87505
Phone (505) 476-3441 = Fax (505) 476-T62 = www.emnrd.state.nm.us/ocd




OIL CONS. DIV bisT, 3
NOV 0 3 cui/

Form 3160-3
(March 2012)

UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

APPLICATION FOR PERMIT TO DRILL OR REENTER

O4aDIYS 12
ATSF010- 1-59

FORM APPROVED

OMB No. 1004-0137
Expires October 31, 2014

5. Lease Serial No.
NMNM119288

6. If Indian, Allotee or Tribe Name

[ reenter

[“IpriLL

DOi! Well DGas Well [v|Other CBNG

la. Type of work:

Ib. Type of Well: Single Zone EI Multiple Zone

7 If Unit or CA Agreement, Name and No.

8. Lease Name and Well No.
FLATS 1

2. Name of Operator
DUGAN PRODUCTION CORP

9. API Well No.

SO-DMS SSEMES

3b. Phone No. (include area code)
(505)325-1821

3a. Address
709 E Murray Dr. Farmington NM 87401

10. Field and Pool, or Exploratory
BASIN FRUITLAND COAL

4. Location E; Well (Report location clearly and in accordance with any State requirements.¥)
Atsurfale WENE /1000 FNL / 660 FEL / LAT 36.260542 / LONG -108.036946

At proposed prod. zone NENE / 1000 FNL / 660 FEL / LAT 36.260542 / LONG -108.036946

11. Sec., T. R. M. or Blk.and Survey or Area
SEC 6/T23N/R11W / NMP

14. Distance in miles and direction from nearest town or post office* 12. County or Parish 13. State
40 miles SAN JUAN NM
15. Distance from proposed* 16. No. of acres in lease 17. Spacing Unit dedicated to this well
location to nearest 660 feet
roperty or lease line, ft. 949.33 320
FAlso to nearest drig. ‘unit line, if any)
18. Distance from proposed location* 19. Proposed Depth 20. BLM/BIA Bond No. on file
to nearest well, drilling, completed, 0 feet oy
applied for, on this lease, ft. 620 feet / 620 feet FED: NM0140 J (/ S0 . ot
21.  Elevations (Show whether DF, KDB, RT, GL, etc.) 22 Approximate date work will start* 23. Estimated duration
6159 feet 08/22/2017 5 days

24. Attachments

The following, completed in accordance with the requirements of Onshore Oil and Gas Order No.1, must be attached to-this form:

1. Well plat certified by a registered surveyor.

2. A Drilling Plan.

3. A Surface Use Plan (if the location is on National Forest System Lands, the
SUPO must be filed with the appropriate Forest Service Office).

Item 20 above).
5. Operator certification

4. Bond to cover the operations unless covered by an existing bond on file (see

6. Such other site specific information and/or plans as may be required by the

Name (Printed/Typed)

25. Signature
Tyra Feil / Ph: (505)325-1821

(Electronic Submission)

Date
05/30/2017

Title
Authorized Repreientative /

Name (Printed/Typed)

Dm}(, / [/ i

Office
FARMINGTON

Application approval does nof warrant or certify that the applicant holds legal or equitable title to those rights in the subjectlease which would entitle the applicant to

conduct operations thereon.
Conditions of approval, if any, are attached.

Title 18 US.C. Section 1001 and Title 43 US.C. Section 1212, make ita crime for any person knowingly and willfully to make to any depanment or agency of the Pnited
£

States any false, fictitious or fraudulent statements or representations as to any matter within its jurisdiction. niect 1o technica
(Continued on page 2) OVAL OR ANCCEPT ANCE OT‘ T“F\D L:g proc:;j'(nfs YQF{'“SBQM\OH page 2)
BLM'S APPR JEVE THE LESSEE 43 ’4a CFR 3165
OT REL IER ~uant to 4
pe] Y‘O\rggiiagw OBTAINING A\\égx—_il‘crxHONS S
i“:FT‘l{lt)R!ZM JON REQU ”: &rﬁ;{s ACCEPTED FOR RECORD
D INDIA
ERAL AND
ON FED MAY 30 2017
AUT CH FARMINGT :
COb HE BY ON FIELD OFFICE

L!L‘.h;.?.rt& *\EQU;N:MEN [§3)

NMOCDPV
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District I
1625 N.

French Drive, NM 88240
Phone: (575) 393-6151 Fax: (575) 393-0720

District II

B11 S. First Street, Artesia, NM_B8210
Phone: (575) 748-1283 Fax: (575) 748-9720

District III

1000 Rio Brazos Road, Aztec, NM 87410
Phone: (505) 334-6178 Fax: (505) 334-6170

District IV

State of New Mexico

Energy, Minerals & Natural Resources Department

1220 S. St. Francis Drave, Santa Fe, NM B7505
Phone: (505) 476-3460 Fax (505) 476-3462

OIL CONSERVATION DIVISION

1220 South St. Francis

Drive

Santa Fe, NM 87505

Form C-102
Revised August 1, 2041

Submit one copy to
Appropriate District Office

[] AMENDED REPORT
OIL CONS. DIV DIST. 3

03 2017
WELL LOCATION AND ACREAGE DEDICATION PLAT NOV 3
"APT Number "Pool Code YPool Name
20-0US-3SRAS 71629 BASIN FRUITLAND COAL
‘Property Code *Property Name ¥Well Number
220080 FLATS :
’OGRID No. *Operator Name *Elevation
006515 DUGAN PRODUCTION CORPORATION 6159°
10 Syrface Location
L o~ lot no. Section “Township Range Lot Im Fest from the North/Sauth line Feet from the Eazst/West e County
A 6 23N 11W 1 1000 NORTH 660 EAST SAN JUAN
1Bottom Hole Location If Different From Surface
W o ot no. Section Towrenip Rangs Lot Im Feet from the North/South line Feet from the East/vest line Caunty
2 Dedicated Acres D oint o~ Infill | * Consolidstion Code | =Orcer Mo,
31952 Acres - (E/2)

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

N8BS '28'W 2563.44 " (RECORD)
16 NB9 °1S°10'W 2565.27 ' (MEASURED)

|

=S
|
|

Lor LOT

N8S 28 W 2622.84 ' (RECORD)
N8BS '22'47 "W 2625.19 ' (MEASURED)

NO “06 E 2631.42 ' (RECORD)
NO *16 22°E 2631.23 ' (MEASURED)

gg Lgr !
I
iy

|

|

|
|

|

|
o\

|

|

N8S ‘25°10"W 2718.03 ' (MEASURED)

N83 °35'W 2702.70 ° (RECORD)

LONG: 108.036322
DATUM: NAD1927

LAT: 36.260542
LONG: 108.036946
DATUM: NAD1983

Dugan Pro*uction Corp.
NM-119288

N89 ‘27 09'W 2739.32" (MEASURED)
N89 "35'W 2757.48 ' (RECORD)

i —— e R

7 OPERATOR CERTIFICATION

perein 1o e, oo comlets 1o e best of ey |
8 mn-% a X o unleased
SR [moal e, e oohag e
,,E to arill this well at this location pursuant
to a with an owner of such a mineral
2& or working interest, or to a8 volun pooling
P sgreement or a 1
% % heretpfore by the ision
o /
& 1 Signeture te
= = | Kurt Fagrelius
W QR | Printed Nane
ng kfagrelius@duganproduction.com
B 2 | E-mei) Address
2 |®SURVEYOR CERTIFICATION

rot

1 l'a'chy wt that the well location
flat was plotted fl"{ll field
es M u:tua made by me

oy m'vmcn. and that

Date Revised: MAY 16, 2017
Survey Date: JANUARY 7, 2017

ﬂlmis
corvect to the best of my belief

NO *14 53°E 2627.20 ‘ (MEASURED)
NO ‘06 E 2633.40 ' (RECORD)

Signature and Seal of Professional Surveyor

JasoN C. Eopwaros

Certificate Number 15269
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WAFMSS & Drilling Plan Data Report

U.S. Department of the Interior s 11/02/2017
BUREAY OF LAND MANAGEMENT RS s : E

P

APD ID: 10400014512 Submission Date: 05/30/2017 Highlighted data

reflects the most

Operator Name: DUGAN PRODUCTION CORPORATION recent changes

Well Name: FLATS Well Number: 1 Show Final Text
Well Type: COALBED NATURAL GAS WELL Well Work Type: Dirill
. J

Section 1 - Geologic Formations

Formation True Vertical| Measured Producing
1D Formation Name Elevation Depth Depth Lithologies Mineral Resources | Formation
1 KIRTLAND 6159 620 620 SHALE,SANDSTONE USEABLE Yes
WATER,NATURAL
GAS.OIL,COAL

Section 2 - Blowout Prevention

Pressure Rating (PSI): 2M Rating Depth: 620

Equipment: Annular preventer, double ram, or 2 rams with one being blind, and one being a pipe ram. Kill line (2" minimum)
1 kill line valve (2" minimum) 1 choke line valve 2 adjustable chokes Upper kelly cock valve with handle available Safety valve
and subs to fit all drill string connections in use Pressure gauge on choke manifold 2" minimum choke line Fill-up line
Requesting Variance? NO

Variance request:

Testing Procedure: Will test BOPE (blind rams, pipe rams, choke manifold and surface casing) separately. Each test will
include a low pressure test to 250 psig held for 5 minutes and a high pressure test to 800 psig held for 30 minutes (with no
more than a 10 percent pressure drop during the duration of the tests). If a 10 percent or greater pressure drop occurs, a
packer will be run to isolate the surface casing and BOPE to locate the source of the leak.

Choke Diagram Attachment: OIL
Flats_1_Exhibit_7_05-22-2017.pdf COns. Dly DIST. 5
BOP Diagram Attachment: NOV 0 9 2017

Flats_1_Exhibit_7_05-22-2017.pdf

Cartinmn 2 . Cacinm
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= N | N o = o % ] ® o 0 - | > o | o '8 L
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Ol T|O |0 |d|F|F |@a |F |@ |F |@a [88|0 (2|3 ola|S |S|a |m
1 |SURFACE [12.2[8625 [New [aP1 [N o [120 o 120 [5539 [5419 [120 [J-55|24 [sTC 0.04 [0.01 [DRY [0.01 [DRY [0.00
5 1 9 2 8
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=
Operator Name: DUGAN PRODUCTION CORPORATION

Well Name: FLATS Well Number: 1
() -
&) )
) S 0|8 |2 |2 |2 g g
8 121z |g |5 |2 |5 |8 o sl |& 2
o |2‘ &) ﬁ S B lol= @ P a - @ 2o & 3 W |y w | W [N
=2 aln |2 1S 12|21 [& |E |3 |E |82 r = al|l®lm (oo |0
c | o o |5 B2 |g |9 |6 |9 |6 |83 |6|= BlelZ TEls |'s
2= |2|2 |8 |s|&ls|5 |8 (5|8 |5 |E82|2|5 |3|5|5 |5|% |8
O|na T|o |0 |o |[F|F |@ |k |o [k |o |Ss|0 |28 ola|8 |S|ea |o
2 [PRODUCTI|7.87 |55 [NEW |API [N [120 [620 [120 (620 [5419 |4919 [500 [J-55|15.5|STC 0.07 [0.06 [DRY  |0.04 |DRY [0.03
ON 5 1 8 9
Casing Attachments
Casing ID: 1 String Type:SURFACE
Inspection Document:
Spec Document:
Tapered String Spec:
Casing Design Assumptions and Worksheet(s):
Surface_Casing_05-26-2017 .xIsx
CasingID: 2 String Type:PRODUCTION
Inspection Document:
Spec Document:
Tapered String Spec:
Casing Design Assumptions and Worksheet(s):
Production_Casing_05-26-2017.xIsx
Section 4 - Cement
—~ m
% = Tg g ‘5’ S g 7]
- S |- ) 2 > 5 < ]
= i~ oL =2 g c . - 7] ) 2
.C © o © E (VIR ()] E —_
E 3|89 &§| 85| 3| 2| &§| 3| & © 3
2 - |mwOo ~ om e} > (=] O L O <
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Operator Name: DUGAN PRODUCTION CORPORATION

Well Name: FLATS Well Number: 1
] 0 < 8.
Q — © ° " >
g = = @) é 2 > % e §
= o5| =2 o € @ Yo a3 ] =
£ 3|88 8| €| 5|25z 8 § g
) S|bdal B | @ | 8| 5| o] 6| d O <
SURFACE Lead| 1 0 120 | 85 | 100 | 15.8 | 1.17 HALLIBURTON |[none
HALCEM
CEMENT
SYSTEM
(CLASS G)
PRODUCTION Lead| 120 | 120 | 620 | 145 | 199 | 13.5| 199 HALLIBURTON |50% POZ, 1% BWOC
HALCEM BENTONITE, KOL-
CEMENT BLEND |SEAL, POL-E-FLAKE,
0.1 BWOC CFR3, 2%
CACL2

Section 5 - Circulating Medium

Mud System Type: Closed
Will an air or gas system be Used? NO

Description of the equipment for the circulating system in accordance with Onshore Order #2:

Diagram of the equipment for the circulating system in accordance with Onshore Order #2:

Describe what will be on location to control well or mitigate other conditions: BOP, and a sufficient amount of gel,
starch and Barite to control all conditions.

\/ Describe the mud monitoring system utilized: A. Closed loop drilling system will be used to contain all liquids and solids
waste associated with the drilling operations is shown in Exhibit 6. 1) System will be designed and maintained to prevent
contamination of fresh water and protect wildlife, public health and the environment. 2) Stockpile topsoil prior to leveling well
pad and digging pit. The topsoil will be kept separate from subsoil and used as a final cover for interim reclamation of the pit
and well pad. 3) A pit approximately 45 feet long by 12 feet wide and 3 feet deep with vertical sidewalls will be constructed.
The pit will be constructed with a firm foundation and interior slopes, smooth and free of rocks or sharp edges. 4) An open-top
steel tank approximately 40 feet long by 10 feet wide and 4 feet deep with internal baffles will be set in the pit and used to
separate solids from the drilling fluids. 5) An upright, 400 bbl tank will be set adjacent to the open top steel tank and used for
circulation and storage of drilling fluids. 6) An upright, 400 bbl tank will be set adjacent to the circulation/storage tank and
used for storage of fresh water. 7) Diversionary berms, ditches or sloping will be constructed to prevent surface run-off from
flowing into pit. 8) Sub-surface soil will be used to construct a 1 foot tall berm around the perimeter of the pit to prevent
surface run-off from entering the pit. B. Solids - all accumulated solids (cuttings) in the open-top steel tank and circulating
tank will be removed by a vacuum truck and hauled daily to the Industrial Ecosystem Inc. (IEI) land farm for disposal. C.
Liquids - all liquids (drilling fluids) from the closed loop system will be transferred to the next well in the drilling program for re-
use or hauled to Basin Disposal for disposal. All flowback water recovered during completion operations will be collected in a
steel storage tank and disposed of at either Basin Disposal or |[El waste disposal facilities. D. Spills - any spills of non-
freshwater liquid will be reported to the Farmington Field Office of the BLM and the New Mexico Qil Conservation District
office within 48 hours. The spill will be cleaned up immediately and transferred to either Basin Disposal or the IE|l waste
disposal facilities. E. Sewage - portable toilets will be used to collect and contain human sewage. Toilets will be onsite during
drilling and completion activity. The toilet holding tanks will be pumped as needed and the contents disposed of at an

Page 3 of 5




Operator Name: DUGAN PRODUCTION CORPORATION
Well Name: FLATS Well Number: 1

approved sewage disposal facility. F. Trash - portable dumpsters will be used to collect and contain garbage and other waste
material and will be onsite during drilling and completion activity. The contents of the dumpsters will be removed as needed
and disposed of at an approved waste disposal facility. G. After the drilling and completion rigs and the portable toilet and
dumpsters are removed from the location, Dugan will be responsible for any clean-up of location necessary. Also, the area
will be maintained free of trash and debris for the life of the well. H. During the drilling, completion and production of the well,
there will not be any chemicals subject to reporting under SARA Title 11l greater than 10,000 pounds in weight, used,
produced, stored, transported or disposed of annually at the well site. |. During the drilling, completion and production of the
well, there will not be any extremely hazardous substances as defined in 40 CFR 355 used, produced, stored, transported or
disposed of at the well site.

Circulating Medium Table

2= = F=) 8 2

= S & 3 < s o= 3

=1 z| 8| g | £ 5 E | g g

r= o o s = e} < = g e &
a | O o = 5 = © > - = =
o £ 2 2 ® = & 7 = i} 2
Q| s 5 2| s | @ | & S| £ | ® 8
8‘ % g c -] qC; 2 I 8 S = 5
- | o b S| 3| o K] a | S ] i <

120 | 620 | WATER-BASED| 8.9 | 8.9 | 66.6 7 1500 10
MUD

Section 6 - Test, Logging, Coring
List of production tests including testing procedures, equipment and safety measures:

A 3-step test will be conducted and the well will be placed into production

List of open and cased hole logs run in the well:
CNL,GR

Coring operation description for the well:
SAMPLES WILL BE CAUGHT EVERY 10 FEET FROM 300 FEET TO TOTAL DEPTH

Section 7 - Pressure

Anticipated Bottom Hole Pressure: 300 Anticipated Surface Pressure: 163.6
Anticipated Bottom Hole Temperature(F): 68

Anticipated abnormal pressures, temperatures, or potential geologic hazards? NO
Describe:

Contingency Plans geoharzards description:

Contingency Plans geohazards attachment:

Hydrogen Sulfide drilling operations plan required? NO

Page 4 of 5




Operator Name: DUGAN PRODUCTION CORPORATION
Well Name: FLATS Well Number: 1

Hydrogen sulfide drilling operations plan:

Section 8 - Other Information

Proposed horizontal/directional/multi-lateral plan submission:
Other proposed operations facets description:
Other proposed operations facets attachment:

Other Variance attachment:

| Page 5 of 5




ngl Control Equipment Schematic for 2,000 psi BOP
To Pit

BOP Stack ——L
8 Flow Line  Adjustable

Fill-up Line | (] Choke

. . Pressure
lee Rams /l Gauge
I/Blind Rams ﬁ

L 119IHX3

Adjustable
') Choke

Well Valve
Head
Kill - Fill
Line

Surface
Casing
Choke & Kill .
Manifold adjustable 2” Minm. _ Bypass to Pit

4 (optional) ——>

Choke
() Pressure '

Adjustable
Choke 2% Minm.

4 To Tank or Pit — >

Working Pressure for all equipment is 2,000 psi or greater

DUGAN PRODUCTION CORP.
Flats #1




Directions from the Intersection of US Hwy 64 & US Hwy 550
in Bloomfield, NM to Dugan Production Corporation Flats #1
1000’ FNL & 660’ FEL, Section 6, T23N, R11W, N.M.P.M., San Juan County, NM

Latitude: 36.260542°N _Longitude: 108.036946°W __Datum: NAD1983

From the intersection of US Hwy 64 & US Hwy 550 in Bloomfield, NM, travel Southerly on US
Hwy 550 for 24.0 miles to County Road #7500 @ Mile Marker #127.4;

Go Right (South-westerly) on County Road #7500 for 7.2 miles to fork in roadway;

Go Left (Westerly) which is straight remaining on County Road #7500 for 1.0 mile to fork in
roadway;

Go Left (Southerly) which is straight remaining on County Road #7500 for 7.4 miles to fork in
roadway;

Go Left (South-westerly) exiting County Road #7500 for 1.0 miles to begin new access on right-
hand side of un-improved roadway, which continues for 4802.7 to staked Dugan Flats #1
location.

‘B¢ LIgIHX3




