Form 3160-3 5BLM 1 File SUBMIT IN TRIPLICATE* FORM APPROVED

(July 1992) (Other instructions on OMB NO. 1004-0136
UNITED STATES reverse side) Expires: February 28, 1995
DEPARTMENT OF THE INTERIOR 5. LEASE DESIGNATION AND SERIAL NO.
BUREAU OF LAND MANAGEMENT SF-079070
APPLICATION FOR PERMIT TO DRILL OR DEEPEN 6. IF INDIAN, ALLOTTED OR TRIBE NAME
1.a. TYPE OF WORK
DRILLLX DEEPEN 7. UNIT AGREEMENT NAME -
b. TYPE OF WELL X??/j
Qil Gas SINGLE MULTIPLE 8. FARM OR LEASE NAME, WELL NO.
Well Well Other ZONE ZONE
2. Name of Openater Humble Kirtland #2
Dugan Production Corp. b.arwelNe. /
3. Address and Telephone No. ’ 30-045- ) v 7
P.O. Box 420, Farmington, NM 87499  (505) 325 - 1821 10. FIELD AND POOL , OR WILDCAT
LOCATION OF WELL (Report kcation chearly and in accordance with any State requirements. ) ) ) Harper Hill FR Sand PC
At surface 1130' FSL & 1170’ FEL (NW/4 SE/4) 11 SEC, T. R, M. OR BLK.
AND SURVEY OR AREA
At proposed prod. zone same Unit P
Sec. 13, T3ON, R14W
14. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE® 12. COUNTY OR PARISH 13. STATE
5 miles north of Farmington, NM San Juan NM
15. DISTANCE FROM PROPOSED™ 16. NO. OF ACRES IN LEASE 17. NO. OF ACRES ASSIGNED
LOCATION TO NEAREST TO THIS WELL
PROPERTY OR LEASE LINE, FT.
(Ao 1 neacest dng. unit line, if any) 1130 1600.66 151.80 (SE/4)
18. DISTANCE FROM PROPOSED LOCATION® 19. PROPOSED DEPTH 20. ROTARY OR CABLE TOOLS
TO NEAREST WELL, DRILLING, COMPLETED,
OR APPLIED FOR, ON THIS LEASE, FT. 900 1770' Rotary
21. ELEVATIONS (Show whether DF, RT, GR, etr.) 22. APPROX. DATE WORK WILL START*
5878' GL ASAP
2. PROPOSED CASING AND CEMENTING PROGRAM
SIZE OF HOLE GRADES, SIZES OF CASING WEIGHT PER FOOT SETTING DEPTH . QUANTITY OF CEMENT
8-3/4" 7" 20# 120' 70 cu.ft. circ. to surf.
6" 4" 10.5# 1770 275 cu.ft. circ. to surf.

A water based gel-mud will be used to drill surface and production casing hole. Standard 2,000 psi BOP
will be used to drill production hole. The Pictured Cliffs Sandstone will be completed from approximately
1643'-1653'. The interval will be fractured.

IN ABOVE SPACE DESCRIBE PROPOSED PROGRAM: If propasal is to deepen, give data on present productive zone and proposed new productive zone. 1f proposal is to drill or
deepen directionally, give pertinent data on subsurface locations and measured and true vertical depths. Give blowout preventer program, if any.

2.
smueoﬁ/zl éq/‘[/p s Tile Geologist pate  11/7/01
7

Kurt Fagrelius

(This space for Federal or State office use)

PERMIT NO. APPROVAL DATE “ / 22 /06

Application approval does not warmant or certify that the applicant holds legal or equitable tie ® those rights in the subject lease which would entithe the applicant to conduct operations thereon.
CONDITIONS OF APPROVAL, IF ANY:

/sl David J. Markiewicz,  /H1 e T Ll

Approved by

*See Instructions on Reverse Side
Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the United States any faise, fictitious or fraudulent statements

or representations as to any matter within its jurisdiction. i
NG

S a



Ci:swraict
FZ Ecx

SSw,

District II
FC Crawer CO.

D:istrict IIT

10CC R1c Brazos RC. Azist.

Cistrict IV

1GE2. Hetts. M B822:-1G50

Artes:a. NM EEZ11-0719

Energy.

State of New M2x1CO
M;nerals § Natural Rescurces Department

PO Bex 2088

NM 87410 Santa

£0 Acx 2088, Santa Fa. NM 37504-2CE8

(PloleN

Fe, NM B7304-2028

OIL CONSERVATION DIVISION

Form C-t22

Revisaz Fecruary 2! 18:-
Instructions ¢n tais

Submit to Appropriste District Offics
State Lease - & Cop:=:

-Fee Lease - 32 Cories

DEDICATION PLAT

WELL LCCATICN AND ACREAGE
"AF I Numcer ‘ *Ecel Coce ool Name

7218 ARPER HILL FR 0 SAND PICTURED CLIFFS

30 045 55435753/ 73180 LAGPER HILL FARUITLAND SANC PICTURED CLIFFS
‘Precerty Cece 'Procerty Name Well Nomcer i
A7) 3 HUMSLE KIRTLAND 2 |
"CGRIZ N ‘Coeratar Name TTEievation :
cCzzt OUSAN FRODUCTION CORPORATION 5275 5

10 Syrface Location
w o ict ra. Section Tewrsnig Rarge Lot Ien Fee: from tre Noron/Soutn e Feez from the gasi/West lure Caunty u
P 13 30N | 14W 1130 SOUTH 1170 EAST SAN JUAN!
Tooriom Fcle Location If Different From Surface

W or lot mo. Section Townsnio Rarge Lot Ion Feet from the Noren/Scuth line Feet from the £252/mesz line County :
2 Cec:cated AcTes O gt o Infill | Consolication Cooe S Ooroer Mo i
151.80 Acres (SE/4) i

NO ALLOWASLE WILL BE ASSIGNET T0 THIS CO

CR A NCN-STANDARD UNIT

MPLETION UNTIL ALL

INTERESTS HAVE BEEN CONSOLIDATED
HAS BEEN APPROVED BY THE DIVISION

5 5540 .00 | 1320.00° 1255.98"
| | LOT !
i
| |
! v LOT 2
o | x
©
- — T 13 ===
Io)

5284.62°

5 LOT
(R 4
DUGAN PRODUCTION CORP.
1320.00° |4 1153 .30~

2640.00"° 4

Y OPERATOR CERTIFICATION
I herepy certify that the informaticn

contained herein is true and comolet2
to the best of my knowlecge ang belief

Aﬁ/ZI/E;;zu4;q

Signature 4

Kurt Fagreljus
Printeg Neme

Geologist
Title

November 7, 2001
Date

®SURVEYQR CERTIFICATION

I neresy certify tnat tre well lecaticn
shown On this plat was plottec from field
notes Of actual surveys mace Dy me or uncer
my sucervisicn, and trat the same 1s true
ard correct to tre best of my telief.

Survey DOate: QCTOBER 30. 20C1

Signature anc Seal of Professicral Surveycr

s C. LDOWARDS

Certificate Numper 1S2ES




EXHIBIT B
OPERATIONS PLAN
Humble Kirtland #2

APPROXIMATE FORMATION TOPS:
Ojo Alamo/McDermott - surface

Kirtland - 145"
Fruitland - 1295!
Pictured Cliffs - 1643"!
Total Depth - 1770'

LOGGING PROGRAM: Run cased hole CNL-CDL

Catch samples every 10 feet from |450 feet to total depth.

CASING PROGRAM:

Hole Casing Setting Grade and
Size Size wt./ft. Depth Condition
8-3/4" A 20% +120! J-55
6-1/4" 4-1/2" 10.5% +1770" J-55

Plan to drill a 8-3/4" hole and set 120' of 7" OD, 20#%, J-55
surface casing; then plan to drill a 6-1/4" hole to total depth
with gel-water-mud program to test Fruitland Sand/PC Formation.
4%", 10.54 J-55 casing will be run and cemented. Cased hole CNL-
CDL log will be run. Productive zone will be perforated and

fractured. After frac the well will be cleaned out and production
equipment will be installed.

CEMENTING PROGRAM: All volumes are contingent upon Caliper logs.

Surface: Cement with 70 cu.ft. Class "B" neat. Circulate to
surface

Production Stage - Cement with 175 cu.ft. 2% Lodense with
1/4# celloflake/sx followed by 100 cu.ft. Class "B" with
1/4% celloflake/sx.
Total cement slurry for production stage is 275 cu.ft.
Circulate to surface.

An adequate spacer will be pumped ahead of the cement slurry to
help prevent mud contamination of the cement. An adequate number
of casing centralizers will be run through usable water zones to
ensure that casing is centralized through these zones. The
adequate number of centralizers will be determined based on API
standards. Centralizers to impart a swirling action around the
casing will be used just below and into the base of the lowest
usable water zone. These devices will assist mud displacement,
increase cement bonding potential and create an effective hydraulic
seal. A chronological log will be kept which records the pump
rate, pump pressure, slurry density, and slurry volume for the
cement job. The log will be sent to the BLM after completion of
the job.



Exhibit B - Humble Kirtland #2 Page2of 2

WELLHEAD EQUIPMENT:
Huber 7" x 4-1/2" casing head, 1000#WP, tested to 2000%#
Huber 4-1/2" x 2-7/8" tubing head, 1000# WP, tested to 2000%

BOP and Related Equipment will include for a 2000 psi system:

Annual 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 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

Dugan Prod.Corp. Office & Radio Dispatch: 325-1821
Kurt Fagrelius 325-4327 Mark Brown 327-3632
John Alexander 325-6927 John Roe 326-1034
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