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ADMINISTRATIVE APPLICATION CI'IIECKLIST

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Application Acronyms:
[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unif] [SD-Simultaneous Dedlcatlon]
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/lLease Commingling] ..
[PC-Pool Commingling]  [OLS - Off-Lease Storage] [OLM-Off-Lease Mgasurement] ~
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expa‘ﬁklon]
[SWD-Salt Water Disposal]l [IPl-Injection Pressure lncrease]
[EOR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Prodiction Response]

[1] TYPE OF APPLICATION - Check Those Which Apply for [A]
[A] Location - Spacing Unit - Simultaneous Dedication ‘{% .
X NsL [ Nsp [] SD K k
Check One Only for [B] or [C] )Q:i
[B] Commingling - Storage - Measurement \/"4 W i
[0 bHC [ c¢tB [J PLC [ PC []3 ‘30LS ] OLM 2. @
s 22, Y
[C] Injection - Disposal - Pressure Increase - Enhandgd Oil Recovery 306» *“er,,

O wex [ pmx [ swp [ PI [] EOR [] ppRs, Sfploab

"y C’so%'o

[D]  Other: Specify <97505

2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or 0 Does Not Apply |
[A] [] Working, Royalty or Overriding Royalty Interest Owners

[B] [X] Offset Operators, Leaseholders or Surface Owner - gore o Fbm 7% 94

> o Feo Yol Aeur A"’
[C] (] Application is One Which Requires Published Legal Notice Corp.

[D] [] Notification and/or Concurrent Approval by BLM or SLO

U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office

[E] ] For all of the above, Proof of Notification or Publication is Attached, and/or,
[F] [ Waivers are Attached

[3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

[4] CERTIFICATION: I hereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. I also understand that no action will be taken on this
application until the required information and notifications are submitted to the Division.

Note: Statement must be completed by an individual with managerial and/or supervisory capacity.

Aohn B Leea o 0 Pe Eage Mypr. (BYLYA

Print or Type Name Signature Title ate

Fobhin ros & e Pt o Lipdire éca -
e-mail Address




4o - dugan production corp.

January 19, 2006 FEDERAL EXPRESS

Mr. Mark Fesmire, Director

New Mexico Qil Conservation Division
1220 South St. Francis Drive

Santa Fe, NM 87505

Re: Application for non-standard location
Dugan Production Corp.’s Bitsili No. 1 (APl No. 30-045-33186)
Unit G, Section 19, T-24N, R-SW
Bisti Lower Gallup oil pool (pool no. 5890)
San Juan County, New Mexico

Dear Director Fesmire,

Dugan Production Corp. respectfully requests your administrative approval for the captioned non-
standard location in the Bisti Lower Gallup oil pool.

The Bitsili No. 1 was initially planned as a Basin Dakota development well at a location that is orthodox
for the Basin Dakota gas pool. In addition, this location was chosen attempting to keep the Bitsili No. 1
clear of significant established ephemeral drainages to the west, northwest, north and east (highlighted
on Attachment No. 2), plus maintain a reasonable distance from Dugan’s Bitsili Com No. 90 Fruitland
Coal completion located 436’ to the southwest. It is Dugan Production’s policy, if at all possible, to
maintain at least 500’ between wells to minimize wellbore interference during completion efforts.

The Bitsili No. 1 was spudded on 12-9-05 and 4" casing cemented at 6490’. The Dakota formation at

this location was found to be poorly developed and a marginal completion is now anticipated. In order to

salvage the economics of this wellbore, we are.now proposing to also complete the Bisti-Lower Gallup

and downhole commingle production from'the Gallup and Dakota pools, both of which are included inthe ,
pools pre-a p\,\cmu,o@ole commingling under F B‘u\le_@ig_"l' 'he spec1a| pool rules for the” Bisti- J

unit. Attachment No. 1 is a copy of NMOCD form C-102 for the proposed Gallup completion and presents

that the Bitsili No. 1 is only 150’ south of the northern quarter-quarter section line for the SW/4 NE/4, and

is the basis for this NSL application. The easterly distance to the quarter-quarter section line is 460’

which is within the pool requirements.

Attachment No. 2 is a portion of the Goodtimes Gathering System Maps No. 1 & 2 and presents Dugan
Production’s leasehold interest adjacent to and in the general area of the Bitsili No. 1 well. In addition,
the area adjacent to the Bitsili No. 1 and within a 2640’ radius is also presented. Dugan Production holds
a majority of the leasehold interest presented on Attachment No. 2 and is the only operator and
I&aseholder within a 2640° radius from the Bitsili No. 1 well. There are.. also no Gallup wells lqcated within

the-2640’ radius from t the E Bltsm No. 1, the closest being Dugan Production’s April Surprise No. 3 in the

NWNW of Section 19'which is approxnmately 1 2800" to the northwest. The April Surprise No. 3 wellis a
good example of the Gallup potential in this area. This well was completed 8-19-82 and during the past
23 years of production, has produced 12,100 bbls of oil plus 62.8 mmcf of gas and currently averages 1.2
bopd and 8.5 mcfd. Based upon our evaluation of the Gallup interval in the Bitsili No. 1, we are
anticipating the Gallup to also be a marginal completion and plan to separately / apply for permissionto

downhole complete product|on from the Gallup and Dakota completlons
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Since Dugan Production is the only lease holder and operator within a 2 mile radius of the Bitsili No. 1,
th&re are no offset operators that require notice: “Inaddition, the lease within the S/2NE/4 80 acre
spacing unit forthe Gallup completion also comprises the N/2 of the northeast quarter which is the
spacing unit that is being crowded by the 150" setback of the Bitsili No. 1. Dugan Preduction holds the
leasehold interest for the subject lease, so drainage and correlative rights should not be an issue for this

NSL requégt—.\“ I T

In summary, Dugan Production is requesting administrative approval for a non-standard lacation of the _
Bisti-Lower Gallup completion proposed in our recently ﬂg@w@p completion is
béing proposed to hopefully salvage development economics since the Dakota formation, which was the
primary objective, was found to be poorly developed and the completion is anticipated to be marginally
economic. Dugan Production holds all leasehold interest and is the oﬁwmﬁin—i% mile radius_

of the subject well. In addition, the lease within the subject spacing-unit also covers the adjacent spacing
unit to which the Bitsili No. 1 is closer than the pool rules allow. Dugan Production is anxious to proceed-
with the proposed Gallup completion in order to establish production prior to a March 5, 2006 lease
expiration date. Should you have questions or need additional information, please let me know.

Sincerely,

Foto— 0 Be
John D. Roe
Engineering Manager

JDR/mf
Attachments

cc: NMOCD - Aztec
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. %ftiglao. Hobbs, NM 88241-1380

District II

P0 Orawer 00, Artesia NM 88211-0719

District 111

1000 R10 Brazos Rd. Aztec, NM 87410

Distract IV

State of New Mexico

Energy. Minerals § Natural Resoufces Department

OIL CONSERVATION DIVISION

PO Box 2088
Santa Fe, NM 87504-2088

Form C-102

Revised February 21, 1994

. Instructions gn back
Submit to Appropriate District Office
State Lease - 4 Copies

Fee Lease - 3 Copies

[_] AMENDED REPORT

PO Box 2088, Santa Fe, NM 87504-2088 —
R e apotry )
WELL LOCATION AND ACREAGE DEDICATION E’LAT Mo/
TAPT Number "Pool Code ~Po0] Neme o —
30-045-33186 5890 BISTI LOWER GALLUP
TBrocerty Code ~Property Name "Well Number
BITSILI 1
TOGATD No. *Operator Name Elevation
006515 DUGAN PRODUCTION CORP. 6882
0 Syrface Location
W o B¢ fe. | SKtion | Towehid Range Lot Ih | Fek fron the RorGVIAN Tyw Fost from the | . Emst/west Lire ~Taay
G 19 24N AW 1470 NORTH 1780 EAST SAN JUAN
__Bottom Hole Location If Different From Surface
A or lot ne. Section Towrahip Range Lot Ion Fest fron the NortivEDuth 140 Foat from the East/vest line Canty
[T Oedicated Acres Joint or Inf11 | ¥ Coreolidetion Code | S0Wr Ao
80 (S/2 NE/4) Application for NSL submitted

LOT 1

LoT 2 |

5284 .62°

LOT

LOT 4

1321.88°

1314.72°

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

® 1310 10 [ 1316.70"

! NO-6-0103-1462

' 2533.40° " OPERATOR CERTIFICATION
: 1 horeby certify that the information
! _ AT I B T X L
| g (mwen e
i < | NO & ~D103—146Z [} Pl o Be
* ignatu“ev

i ) 5ol . John D. Roe
r-z_Z’fJ—- = - IPrinted Name
! oy 7 = 80" T!-Inqineering Manager

2 -,,_'\‘46?’_ *_ , : itle

Dugar®Prod. ~1°  01/13/06

®SURVEYOR CERTIFICATION

X
|

I heredy certafy that the well location
Shown on this plat was plottes from field

e

~
(o)
oy
wn

il rotes of actual
to the best of my belisf.
Date of Survey: MAY 38, 2005

Signature and Sesl of Professional Surveyor

o
|

1 2630.10°

Jason C. EpwarpS.

Certificate Numb 15269
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