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SUT WY SUF.M'D“! :TRIPLICATE" OME NO. 1004-0136
U N |TED STATES QH‘@S I ek (Q‘hPf‘insfmét ; Expires: Febmary 28, 1995
DEPARTMENT OF THE INTERIOR S FUY favenss skie) ] il 5. LEASE DESIGNATION AND SERIAL NO.
BUREAU OF LAND MANAGEMENT LC 028793-A
6. IF INCKAN, ALLOTTES OR TRIBE NAME
APPLICATION FCR PERMIT TO DRILL OR DEEPEN
Ta. TYPE OF WORK -
DRILL IE CEEPEN r__] 7. UNIT AGREEMENT NAME
1b. TYPE OF WELL
oL [ ] eas [X] SINGLE [X] MuLTiPLE [ ] | Grayburg Deep Unit Ajspy 7S 45#Y
WELL WELL OTHER ZONE ZONE 8. FARM OR LEASE NAME, WELL NG,
5 NAME GF OPERATOR 3¢/ g S?
Grayburg Deep Hmto- 17
Gruy Petroleum Management Co. I(Q : ! 6 s 3 T APIWEL o i
3. ADDRESS AND TELEPHONE NO. ! ,—3 ,.5 . N
P.O. Box 140907 Irving TX 75014 972-401-3111 e O (5 - n—" l
4 LOCATION OF WELL ™ (Report [oéation clearly and In scoordsicn with any State requemersNE U EIVEL) | 1%, FELDANDPOOL, OR WLDGAT :
Empire Morrow South 7(0'-{08
SHL 1990' FSL & 445' FWL Sec. 19-17S-30E (1.3 MAY 31 2005 17 SEC.TR.M. BLOCK AND SURVEY
BHL 2300' FSL & 660' FWL Sec 19-178-30E ' QUUARTESIN e
"~ Sec. 17 T17SR30E
14. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE® 12. COUNTY OR PARISH 113, STATE
26 miles East of Artesia Eddy NM
15, DISTANCE FROM PROPOSED® 16. NO. CF ACRES IN LEASE 17. NO. OF ACRES ASSIGNED
LOCATION TO NEAREST TO THIS WELL
PROPERTY OR LEASE LINE, T.O
{Als0 to nearest drig. unit line, if any) 445" 10 S/2 320
18. DISTANCE FROM PROPOSED LOCATION" 18. PROPOSED DEPTH 20. ROTARY OR CABLE TOOLS
TO NEAREST WELL, DRILLING COMPLETED,
OR APPLIED FOR, ON THIS LEASE, FT,
N/A 12500' Rotary
23, APPROX. DATE WORK WILL START®

21. ELEVATIONS (Show whether DF, RT, GR, ofc.)

3623' GR 06-15-05
PROPQOSED CASING AND CEMENTING PROGRAM
SIZE OF HOLE GRADE,SIZE OF CASING WEIGHT PER FOOT SETTING DEPTH QUANTITY OF CEMENT
17-1/2" J-55 13 3/8" 54.5# " 350" - 500' m 490 sx circulate
12-1/4" P-110/N-80 9 5/8" 404# 4000° " | 1200 sx circulate
7-7/8" P-110 5 172" 174 12500 1620 sx TOC 2700"

*Set surface casing 25' into the top of the Rustler, which is estimated to be between 350 and 500",

From the base of the surface pipe through the ninning of production casing, the well will be equipped with a 5000 - psi BOP
system. We are requesting a variance for the 13 3/8" surface casing and BOP testing from Onshore Order No. 2, which states
all casing strings below the conductor shall be pressure tested to .22 psi per foot or 1500#, whichever is greater, but not to
exceed 70% of the manufacturer's stated maximum internal vield. During the running of the surface pipe and the drilling of
the intermediate hole we do not anticipate arty pressures greater than 1000#, and we are requesting a variance to test the

13 3/8" casing and BOP systern to 1000# psi and use rig pumps instead of an independent service company.

IN ABOVE SPACE, DESCRIBE PROPOSED PROGRAM: ¢ propesal is to deapen, give data on present productive zone and proposed new productive zone.
1f propasal is to diill or deepen directionally, give pertinent data on subsulface locations and measured and true vertical depths. Give blowout preventer prograrm, if any.

24
SIGNED Z_Q/vm R‘: UAAA— TITLE _Mgr. Ops. Admin  DATE 04-25-05
s space fof or Siale o3Nice Lse,
PERMIT No. APPROVAL DATE

Applcation approval does nat wamnt or certify that the spplicant hokis fegal or equitable tite to those rights In the sh~-* loase which would entitle the applicant to conduct oparations thereon.
CONDITICNS OF APPROVAL, IF ANY/

APFROVED BY s/ James Stovall ™ ‘f:o{gi.ELD__MANAG.E.B_ DATE MAX 2 ﬁ 2{]“5
*See Instructions On Reverse Side ﬁepartme ‘p %L‘cy QR 1 YE AR

1, makes it a crime for any parson knowingly and willfully to make to an

APPROTAL -SLEE Rt | fifius or fraudulent statements or represertations as to any matter within its jurisdiction,

GEN‘EQN Rﬁ@lﬁﬁﬁﬁﬂﬁm ARD
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District] - . —
1625 N. French Dr.. Hobbs, NM 88240 State of New Mexico Form C-144

District Energy Minerals and Natural Resources March 12, 2004
1301 W. Grand Avenue, Artesia, NM 88210 F 1 orodtction factlith bmit £
District ITT : 3 ivici or drilling and production facilities, submit to
1000 Rio Brazos Road, Aztec, NM 87410 Oil Conservation Division appropriate NMOCD District Office.
District TV 1220 South St. Francis Dr. ?ig ownstream facilities, submit to Santa Fe
1220 8. St. Francis Dr,, Santa Fe, NM 87505 Santa Fe, NM 87505 ol1ice
Pit or Below-Grade Tank Registration or Closure
Is pit or below-grade tank covered by a “general plan"? Yes [_] No [X]
Type of action: Registration of a pit or below-grade tank Closure of a pit or below-grade tank [
Jperator: Gruy Petroleum Management Co. Telephone:g77.443 g4gg . e-mail address: zfarris@magnumhunter com
\ddress: P.O. Box 140907, Irving, Tx 75014-0907
*acility or well name: Grayburg Deep Unit No. 17 APL #: UL or Qu/QuL Secl7 1178 R30E
Zounty: _ Eddy Latitude 324903.29N Longitude!040103.7W NAD: 1927 K] 1983 [ Surface Owner Federal [] State [J Private [] Indian [
it Below-grade tank
[ype: Drilling (] Production [ Disposal [] Volume: bbl Type of fluid:
Workover [] Emergency [ Construction material:
~ined B¢] Unlined [J Double-walled, with leak detection? Yes [ If not, explain why not.
_iner type: Synthetic ) Thickness _12 mil Clay [ Volume REC Ev ED
bbl
Jepth d water (vertical distance from bottom of Lhigh | o8 than 50 feet (20 points '
epth to ground water (ve istanc 0 it t .
prhto proon e cistance Tom hottam of pit o seasonal hig 50 feet or more, but less than 100 feet {10 points) qhﬁ' AR On
water elevation of ground water.) 5 - : T
il
(\k‘ 100 feet or mo® @
Yes (20 points)

Wellhead protection area: (Less than 200 feet from a private domestic

water source, or less than 1000 feet from all other water sources.} <:( 0 poknl)s

Less than 200 feet (20 points)
Distance to surface water: (horizontal distance to all wetlands, playas, .
rrigath is. ditches. and 1 and eh ' ) 200 feet or more, but less than 1000 feet {10 points)
irrigation canals, ditches, rennial and ephemeral watercourses,
‘ " ’ IO TeET o sy
Ranking Score (Total Points) -0-

X1 this is a pit closure: (1) attach a diagram of the facility showing the pit's relationship to other equipment and tanks. (2) Indicate disposal location:

onsite 7] offsite (] If offsite, name of facility - (3) Attach a general description of remedial action taken including remediation start date and en

date. (4) Groundwater encountered: No [J Yes [ If yes, show depth below ground surface, ft. and attach sample results. (5) Attach soil sample results and a

diagram of sample locations and excavations.

L hereby certify thal the information above is true and complete ta the best of my knowledge and belief. 1 further cerufy that the above-described pit or below-grade tank has

beeniu(giilé}; ggnslmcted or closed according to NMOCD guidelines ﬂ a general permit [], or an (attached) alternative OCD-approved plan [].
Date; U4-2/-

———— o ]
Printed Name/Title_Zeno Farris Manager Operations Administration Signature ZM |~ C}‘JK-A-—L/)

Your certification and NMOCD approval of this application/closure does not relieve the operator of liability should the contents of the pit or tank contaminate ground water or
atherwise endanger public health or the environment. Nor does it relieve the operator of its responsibility for compliance with any other federal, state, or local laws and/or
regulations.

oMAY 3 2005

Printed Name/Title,

i %y § B




NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON June 7, 2005 ' Mark E. Fesmire, P.E.
Governor Director
Joanna Prukop Oil Conservation Division
Cabinet Secretary
RECEIVEL

Gruy Petroleum Management, Company .
P. O. Box 140907 ~ JUN'T 0 200

Irving, Texas 75039 gggmj'pam

Attention: Zeno Farris

Re:  Administrative application dated May 23, 2005 (administrative application reference No. pMES0-51 5842966)
Jor Gruy Petroleum Management Company's proposed Grayburg Deep Unit Well No. 17 to be directionally
drilled from a surface location 1990 feet from the South line and 445 feet from the West line (Lot 3/Unit L)of
Section 19, Township 17 South, Range 30 East, NMPM, Eddy County, New Mexico, to a depth of 11,400 feet to
test the Atoka and Morrow formations within the SW/4 equivalent of Section 19, to a targeted bottom-hole
location at a point 2300 feet from the South line and 660 feet from the West line (Lot 3/Unit L) of Section 19.

Dear Mr. Farris:

The Division requires well location exception requests be considered for good cause shown and with reasonable
supporting documentation and evidence. Y our application provided nothing but the statements; (i} that the location “was
chosen for geological and reservoir purposes;” and (ii) “during staking we moved the weli south and west to get away
from nearby residence.” :

Reviewing your request at face value, i.e. without geological and surface topo maps, cross-sections, a detailed
geological summary, and assuming no other factors, there is no apparent reason why this well cannot be moved to the
southeast that meets the required standard setback requirements for deep gas wells in southeast New Mexico,

Therefore, your application for administrative approval for the above-described unorthodox deep Atoka and
Morrow gas well location is hereby demied and is being retumned to you at this time. :

The conservation rules in all oil and gas producing states governing well spacing and the placement of these
wells within such drilling tracts and proration units have been enacted to promote the orderly development of that states
valuable oil and gas resources by preventing waste, protecting correlative rights, and preventing the drilling of
unnecessary wells. It is very easy to get into a mode of thinking that considers these rules as minor inconveniences and
applications for exceptions as “open and shut” issues. I have enclosed a packet of information containing guidelines for
such well location exceptions.

Sincerely, .

e

Michael E. Stogner
Engineer

-

ce: New Mexico Oil Conservation Division — Artesia
U. S. Bureau of Land Management — Carlsbad

Qil Conservation Division * 1220 South St. Francis Drive * Santa Fe, New Mexico 87505
Phone: (505) 476-3440 * Fax (505) 476-3462 * http://www.emnrd.state.nm ug
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Gruy Petroleum Management Co.

600 East Las Colinas Blvd. ¢ Suite 1100 + Irving, TX 75039 « (972) 401-3111 ¢ Fax (972) 443-6450
Mailing Address: P.O. Box 140907 ¢ Irving, TX 75014-0907

A subsidiary of Magnum Hunter Resources, Inc. « An American Stock Exchange Company « “MHR"

May 23, 2005

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe New Mexico 87505

Attn: Mr. Michael Stogner

Re: Unorthodox Well Location Application RECET D ED

Grayburg Deep Unit No. 17

SHL 1990 FSL 445’ FWL | MAY 5 - )

BHL 2300’ FSL & 660° FWL 005

S/2 Section 19 17S-30E ol e

Sand Tank Motrow (Wildcat) (10700° Top) 12208, g W;rﬂon DMs!ou
Penetration Point of Top of Morrow: 2150’ FSL & 552° FWL Santa Fe N"ﬁ‘g o

Sand Tank Atoka (Wildcat) (10500° Top)
Penetration of Top of Atoka: 2087° FSL & 523° FWL
Eddy County New Mexico

Dear Mr. Stogner:

Gruy has recently proposed its Grayburg Deep Unit No. 17 well to be directionally drilled to a depth of 11,400,
as a Sand Tank Morrow/Atoka test. Our original proposed SHL of 2300’ FSL & 660° FWL was chosen for
geological and reservoir purposes and is unorthodox as the Anderson Penn well in the NW/4 19-17S-30E.
During staking we moved the well south and west to get away from a nearby residence. A permit has been
submitted with a SHL of 1990’ FSL & 445° FWL and a BHL of 2300’ FSL & 660° FWL.. Formation tops were
correlated form offset well logs and it is estimated the Atoka will be penetrated at 2087° FSL & 523° FWL and
the Morrow will be penetrated at 2150’ FSL & 552° FWL. Both penetration points are unorthodox as to the
north and west setbacks.

All proration units are within the boundaries of the Grayburg Deep Unit operated by Conoco Phillips. Gruy has
an agreement with Conoco Phillips to drill this well. We are requesting administrative approval of the above
unorthodox locations for the proposed Atoka/Morrow tests. Upon successful completion of a producer Gruy will
amend the NSL order to reflect the actual formation tops and setbacks of any successful completion. In
accordance with Rule 1207.A. (2), (b) we are enclosing spacing plats and tabulations of the affected spacing
units, in addition to proof of notification.

If you have an'y. questions or require additional information concerning this matter, please contact me at 972-443- -
6489.

Yours truly,

Zeno Farris
Manager, Operations Administration

Cc: NM.O.CD. — Artesia



State of New :Mexico
Energy. Minsrels and Netural Resources Deporiment

Form C-102
Ravised JUNE 10, 2003

OIL. CONSERVATION DIVISION Submit to Appropriate District Office

1901 ¥W. ORAND AVTNUE, ARTESIA, WM B5210

1220 SOUTH ST. FRANCIS DR. s‘;: ﬁ::: - ; g:::::
DISTRICT 111 Santa Fe, New Mexico 87505
i600 Rio Brazos Rd., Autec, NM 87410
DISTRICT IV e WELL LOCATION AND ACREAGE DEDICATION PLAT O AMENDED REPORT
APi Number Pool Code Pool Neme
Sar.d Tark; Morrow
Property Cede Property Naine Well Number
GRAYBURG DEEP UNIT 17
OGRID No. Operator Name Elevation
162683 GRUY PETROLEUM MANAGEMENT COMPANY 3623
Surface Lacation ’
UL or lot No. Section Township Range Lot Ko Feet from the North/Soeuth line Feet from the East/Weat line County
L 19 17-S{ 30-E 1980 SOUTH 445 WEST EDDY
Bottom Hole location If Different From Surface
UL or lot No. Section Township Range Lot 1dn Feet from the North/South tine Feet from the East/West line County
L 19 17-S| 30-E& 2300 SOUTH 660 WEST EDDY
Dedicated Acres Joint or Infill Consolidation Code Order No.
320 Y

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

| OPERATOR CERTIFICATION

l = 1 hevaby certify the the information
I contained hevein is ftrue gnd complete fo ihe
I . : A bust of my knowledge and belief.

MAY ‘2 2008 e _Garo F OArntry
— — ,—_—— | —_— e —_— F ] Sigunature
| *igms'“ atlon Division Zeno Farris
s ) StlFrauch DﬂVe Printed Name
GEODETIC COORDINATES . anta Fe, NM 87505 Manager Operatiors Admin
BOITOAA?DHC‘;Z:' N ocarion I | Tide
Y=661814.7 N -May 11, 2005
X=597182.0 E f ,J hate
TR

0 L8552 F& e Wl Sl
I hereby certify that the well location shown
on this plat was plotted from field noles of

{

Penjtra.t‘i on Point ALtIoka- 10500

. - actusl surveys made by me or under my
_ 3 "W 208 ' FSL & 523" FWt supervigon, and that the same {e¢ trus ond
jmq‘ HD |= 385.4 | correct to the best of my bellaf
Gravbur4 Ceep Unit #20
SURF, Loc.movg‘l:. : ( . r MARCH 30, 2005
J Grayburg Deep Unit #]J7 1980 onte Surtetedung, s
— T = — — — ] [ —— sunams‘@ssq iy,
118 l DETAl | GEODEJIC COORDINATES Profeidnal Sucy &,
J =S 36238 __ 36248 D 27 NME Fi £ NIE\,O ,}//
o | 600 ! - SURFACE LOCATION 24 %
f =) S 36614942 N 2 '
i o ol oL
| @l ™ X£596968.0 £ Sy
| ' - AR
| f . " ]
: 3620.8° 3622.0' LAT. §32°43°05.29" N cé;é;;i,e.te No. cagx’g\fs_ﬁn 12841
{ LONG.3104°01°03.70" W Do W
. = = =1l . by FOFESHO




Staté of ‘New ‘México

bf., HOBES, NM BAZe0 Enargy, Minercls snd Natural Resources Departmont

Form C-102
BstRcr OIL CONSERVATION DIVISION  Submit to spproprists bistiot offie
" 1220 SOUTH ST. FRANCIS DR. iate lanse ~ & Somtee
DISTRICT Il Santa Fe, New Mexico 87505
i000 Rio Brazos Rd., Axlsc, NM 87410
DT RICT I e oot re. mu omos  WELL LOCATION AND ACREAGE DEDICATION PLAT O AMENDED REPORT
APl Number Pool Code Pool Name
Sand Tank; Atoka
Property Code Property Name Well Number
GRAYBURG DEEP UNIT 17
OGRID No. Operator Name Elevation
162683 GRUY PETROLEUM MANAGEMENT COMPANY 3623
Surface Location '
UL or Bot No. Section Township Range Lot 1dn Feet from the North/South lne Feet from the East/West lioe County
L 18 17-5| 30-E 1990 SOUTH 445 WEST EDDY
Bottom Hole Location If Different From Surface
UL or lot No. Section Township Range Lot idn Feet from the North/Scuth Iine Feet from the East/¥West line County
L 19 17-S| 30-E _ 2300 SOUTH 660 WEST EDDY
Dediceted Acres Joint or Infill Consolidation Code Order No.
320 Y

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

OPERATOR CERTIFICATION
I hereby ceriify the the information
contained -harein is trus and complete fo {Re
best af my knowledge and belief.

|

|

|
_______ I

|

|

Zenc Farris
Printed Name

Manager COperatiors Admin

!
|
|
|
|

GEODETIC COORDINATES

NAD 27 NME e
BOTTOM HOLE LOCATION
Y=661814.7 N May 11, 2005
X=597182.0 £ J Date
. Penetrztion Ppint Morrow-10700". SURVEYOR CERTIFICATION
R Ennat N 0 L~&552" Fift< ——~_—~_— _
BOTTOM HOLE 1 harebdy certify that tha well location shown
[~——660" on this plat was plotied from feld noter of

Penjtratmn Point Atoka 10500
2087' FSL & 523" FWH

aciusl surveys mada by me or under my

- . : supervisonn and fhat the same i3 trwe and

J“u&q?“ HDI= correct to the bast of my beiisf
lisure. vocaton Grayburd Deep Unit #20

MARCH 30, 2005

f‘ra) b|ur'q Deep Unit #1|7 : 1980"

J ( Date . Survuq-‘l“\“\“ LA
. Ll = L —_— sungu @3851; ‘lu,'
I'lg | | GEODEJIC COORDINATES ek Suy, ‘e;v 5.,
J g | 3623. 6___ 32248 D 27 NME ( .
2 i ! - SURFACE LOCATION TRy i
| S I S v1661494.2 N bcvic b Gloen 4]
J , 8 ™ X}596968.0 £ ( R ;
| I H " .l - . _I ‘:
1 352(;'3__"'3522 o' ‘ LAT.332°49°05.29" N cé,g {:;i,clta No. G.mr ggiz 12641
| LONG.§£104°01°03.70" W "D O Q\\\;h
; — = = . N s, N ! ‘0'“70

L Tt
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Grayburg Deep Unit #17
{Gruy-Proposed)
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" Grayburg Deep Unit
{Conoco-Phillips)
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kisog !

; w _ 2 _ 2] #° 3 ! A,
IDF'%.'“'&? .lnu! '-‘ l ‘ p h;‘(.w é;ju%';’

g -
¢, (OPER) » Application for Unorthodox Well Location -*

o Foird Gruy Petroleum Management Co. 4

Grayburg Deep Unit No. 17 %

Section 19-T17S-R30E i

: Atoka Top Setbacks 2087’ FSL & 523’ FWL
-E*.,;;,f":;,f Morrow Top Sethacks 2150’ FSL & 552’ FWL

reo

’l. R Crw

A il B | T SHL 1990’ FSL & 445’ FWL )
¢ e iy v st BHL 2300’ FSL & 660’ FWL ;

DLy KL T B D A AL Eddy County, NM -
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rostage | $ O, L0
Certifiad Fes 2 3’0
Return Receipt Fee —15
(Endorsement Required) l

Restricted Delivery Fee
(Endorsement Required)

Total Pastana & Fase | € t Eb

Conoco Phillips Company
--------- 505 Westlake Park Blvd.
WL3 Room 5050
Houston, TX 77079
Attn: Ms. Linda Hicks

7002 1000 0005 3428 332°

" U.S: Postal Service " T
' CERTIFIED MAIL RECEIP

" {Domestic | Only; Novinsirarnce.Coverage P

Postage | $ Ow
Certified Fes 2 -3‘0

Return Receipt Fee
{Endorsement Required) l\
Restricted Delivery Fee
{Endorsement Required)

Total Postage & Fees | ;4 'bg

EOG Resources, Inc.
4000 North Big Spring, Suite 500
Midland, TX 79702
Attn: Mr. Mike Mullins

7002 1000 OODS 3428 3348

7002 1000 0005 3428 3355

2002 1000 0005 3428 3331

farent

Paostage
Certified Fes

Return Receipt Fee
{Endorsemant Required)

Rasiricted Delivery Fee
(Endorsement Required)

Total Postage & Fees

Sent To

City, St

s 4.5

Davoil, Inc.
_________ 6300 Ridglea Place, Suite 1208
Fort Worth, TX 76116-5738

Postage
Certified Fae

Retumn Receipt Fee
(Endorsement Required)

Restricted Delivery Fee
(Endorsement Required)

Total Postaoe & Fees

Sent To

Strest, A
or PO Bc

City, Stal

ki nnl\‘\%\

s 465

Great Western Drilling Company

700 West Louisiana
Midland, TX 79702

Attn: Mr. Mike Heathington




Gruy Petrolenam Management Co.
600 East Las Colinas Blvd. ¢ Suite 1100 s Trving, TX 75039 «(972) 4013111 » Fax (972) 4436450
Mailing Address: P.O. Box 140907 e Irving, TX 75014-0907

A wholly-owned subsidiary of Magnum Hunkr Resources, Inc., an American Stock Exchange company
STATEMENT ACCEPTING RESPONSIBILITY FOR OPERATIONS

Bureau of Land Management
2909 West 2™ Street

Roswell New Mexico 88201-2019
Attn: Ms. Linda Askwig

Gruy Petroleum Management Co. accepts all applicable terms, conditions, stipulations and
restrictions concerning operations conducted on the leased land, or portion thereof, as described
below:

Lease No.: LC-028793-A

Legal Description: S/2 Sec 19, T17S-R30E
Containing 320.00 acres, Lea County New Mexico

Formation (S): Morrow
Bond Coverage: Nationwide BLM Bond
BLM Bond File No.: NM 2575

Authorized Signature: Z—M"’O F“ C“ML—;

Representing Gruy Petroleum Management Co.

Name: Zeno Farris

Title: Manager, Operations Administration

Date: 04/27/05



Application to Drill

Gruy Petroleum Management Co.
Grayburg Deep Unit No. 17
Unit LetterL  Section 19
T178 - R30E Eddy County, NM

In response to questions asked under Section Il B of Bulletin NTL-6 the following information is provided for

your consideration:
1 Location: SHL 1990' FSL & 445' FWL Sec. 19- 17S-30E
BHL 2300' FSL & 660' FWL. Sec. 18-17S-30E
2 Elevation above sea level: GR 3623
3 Geologic name of surface formation: Quaternery Alluvium Deposits
4 Drilling tools and associated equipment: Conventional rotary drilling rig using fluid as a
circulating medium for solids removal.
5 Proposed drilling depth: 12500

6 Estimated tops of geological markers:

Rustler 500
San Andres 3400
Wolfcamp 8200'
Atoka 10200
Morrow 10800

7 Possible mineral bearing formation:
Grayburg/San Andre: Qil

Atoka Gas
Morrow Gas
8 Casing program:
Hole Size Interval _ Casing OD Weight Thread  Collar Grade
17 112" 0-500° 13 3/8" 54.5 8-R ST&C J-565
12 1/4" 0-4000' 9 5/8" 40 8-R ST&C P-110/N-80

778" 0-12500' 5 1/2" 17 8-R ST&C P-110



Application to Drill

Gruy Petroleum Management Co.
Grayburg Deep Unit No. 17
Unit Letter L Section 19

T175 - R30E Eddy County, NM

9 Cementing & Setting Depth:

13 3/8" Surface Set 350' fo 500" of 13 3/8" J-55 54.5 ST&C casing to a depth
of 25' into the Rustler. Cement with 490 Sx. Of Class "C"
cement + additives, circulate cement to surface.

g 5/8" Intermediate Set 4000' of 8 5/8" P-110/N-80 40# ST&C casing Cement in
two stages, first stage cement with 1000 Sx. Of Class POZ/C
Cement + additives, second stage cement with 200 Sx. Of
Class "C" + additives, circulate cement to surface.

512" Production Set 12500 of 5 1/2" P-110 17# ST&C casing. Cement in two
stages, first stage cement with 1020 Sx. of Class POZ/C
Cement + additives. Second stage cement with 600 Sx of
Class "C" Esfimated top of cement 2700'.

10 Pressure contrel Equipment: Exhibit "E". A 13 3/8" 5000 PSl working pressure B.O P. consisting of
one set of blind rams and cne set of pipe rams and a 5000 # annular
type preventer. A choke manifold and 120 galfon accumulator with ficor
and remote operating stations and auxiliary power system. Rotating
head below 6000'. A kelly cock will be installed and maintained in
operable condition and a drill string safety valve in the open position will
be available on the rig floor. BOP unit will be hydraulically operated.
BOP will be nippled up on the 9 5/8" casing and will be operated at least
once a day while drifling and the blind rams wilt be operated when out of
hole during trips. No abnormal pressure or temperature is expected

while drilling.
11 Proposed Mud Circulating System:
Depth Mud Wt  Viscosity Fluid Loss Type Mud
¢ - 500 8.4-88 30-32 May lose circ. Fresh water spud mud add paper to control
;‘Zf:age and high viscosity sweeps to clean

500 - 4000 9.7 -10.0 28-29 May lose circ Brine water. Add paper as needed to control
seepage and add lime to control pH (9-10).
Use high viscosity sweeps to clean hole.

4000' - 8300° 84-99 28-29 NC Brine water. Paper for seepage. Lime for PH
(9-9.5)
8300'-10000' 8.45-89 28-29 NC Cut brine. Caustic for pH control.
10000'- 12500 8.9-9.7 29 -45 NC XCD Potymer mud system.

Sufficient mud materials will be kept on location at all times in order to combat lost circulation, or unexpected
kicks. In order to run DST's, open hole logs, and casing, the viscosity and water loss may have to be adjusted in
order to meet these needs. Mud system monitoring equipment with derrick floor indicators and visual/audio
alarms shall be installed and operative prior to drilling into the Wolfcamp formation. This equipment will remain
in use until production casing is run and cemented.,

Page 2



Application to Drill

Gruy Petroleum Management Co.
Grayburg Deep Unit No. 17
Unit Letter L Section 19

T175 - R30E Eddy County, NM

12 Testing, Logging and Coring Program:

A. Mud logging program: One-man unit from 8000' to TD

B. Electric logging program: CNL/LDT/CAL/GR, DLL/CAL/GR

C. No DST's, or cores are planned at this time.

13  Potential Hazards:

No abnormal pressures or temperatures are expected. The area has a potiential
H2S hazard. An H2S drilling plan is attached. Adequate flare lines will be
installed off the mud / gas separator where gas may be flared safely. All
personnel will be familiar with all aspects of safe operation of equipment being
used. Estimated BHP 4000 PSI, estimated BHT _175..

14 Anticipated Starting Date and Duration of Operations:

Road and location construction will begin after BLM approval of APD.
Anticipated spud date as soon as approved. Drilling expected to take 35 - 45
days. If production casing is run an additional 30 days will be required to
complete and construct surface facilities.

15 Other Facets of Operations:

After running casing, cased hole gamma ray neutron collar logs will be run from
total depth over possible pay intervals. The Morrow pay will be perforated and
stimulated. The well will be tested and potentialed as a gas well.
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Hydrogen Sulfide Drilling Operations Plan

1 Al Company and Contract personnel admitted on location must be trained by a
qualified H2S safety instructor to the following:

Characteristics of H2S

Physical effects and hazards

Proper use of safety equipment and life support systems.

Principle and operation of H2S detectors, warning system and briefing
Evacuation procedure, routes and first aid.

Proper use of 30 minute pressure demand air pack.

TmMo O W

2 H2S Detection and Alarm Systems
A. H2S detectors and audio alarm system to be located at bell nipple, end of
flow line (mud pit) and on derrick floor or doghouse,
3 Windsock and/or wind streamers

A. Windsock at mudpit area should be high enocugh to be visible.
B. Windsock at briefing area should be high enough to be visible.

4 Condition Flags and Signs

A, Warning sigh on access road to location.

B. Flags to be displayed on sign at entrance to location. Green flag, normal
safe condition. Yellow flag indicates potential pressure and danger. Red
flag, danger, H2S present in dangerous concentration. Only emergency
nersonnel admitted to lncation

5 Wel control equipment

A, See exhibit "E”

6 Communication

A.  While working under masks chalkboards will be used for communication.

B. Hand signals will be used where chalk board is inappropriate.

C. Two way radio will be used to communicate off location in case of
emergency help is required. In most cases cellular telephones will be
available at most drilling foreman's trailer or living quarters.

7 Dirillstem Testing not anticipated.
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Hydrogen Sulfide Drilling Operations Plan

8  Drilling contractor supervisor will be required to be familiar with the effects H2S has on
tubular goods and other mechanical equipment.

9 IfH2S is encountered, mud system will be altered if necessary to maintain control of
formation. A mud gas seperator will be brought into service along with H2S scavengers if
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Surface Use Plan

Gruy Petroleum Management Co.
Grayburg Deep Unit No. 17
Unit Letter L Section 19

T178 - R3DE Eddy County, NM

1 Existing Roads: Area maps, Exhibit "B" is a reproduction of Lea Co. General Highway Map. Exhibit "C" is a
reproduction of a USGS Topographic Map, showing existing roads and proposed roads. All existing roads will be
maintained in a condition equal to or better than current conditions. Any new roads will be constructed to BLM
specifications.

A. Exhibit "A" shows the proposed well site as staked.

B. From the intersection of Hwy 82 and General American Road West of Loco Hills go South 0.1 miles.
Turn left and go East 0.1 miles. Proposed well is 200° South of road.

2 PLANNED ACCESS ROADS: No new access road will be constructed.

3 LOCATICN OF EXISTING WELLS IN A ONE-MILE RADIUS EXHIBIT "A"

A. Water wells - None known
B. Disposal wells - None known
C. Drilling wells - None known
D. Producing wells - As shown on Exhibit "A"
E. Abandoned wells - As shown on Exhibit "A"
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Surface Use Plan

Gruy Petroleum Management Co.
Grayburg Deep Unit No. 17
Unit Letter L Section 19

T17S-R30E  Eddy County, NM

4 If, on completion this well is a producer Gruy Petroleum Management Co. will
furnish maps and/or plats showing on site facilities or off site facilities if needed.
This will be accompanied with a Sundry Notice.

5 LOCATION AND TYPE OF WATER SUPPLY:

Water will be purchased locally from a commercial source and trucked over
the access roads or piped in flexible lines laid on top of the around.

6 SOURCE OF CONSTRUCTION MATERIAL:

If possible construction will be obtained from the excavation of drill site, if
additional material is needed it will be purchased from a local source and
transported over the access route as shown on Exhibit "C".

7 METHODS OF HANDLING WASTE MATERIAL:

A. Drill cuttings will be disposed of in the reserve pit.

B. Ali trash, junk and other waste material will be contained in trash cages
or bins to prevent scattering. When the job is completed all contents will
be removed and disposed of in a approved sanitary fand fili.

C. Salts remaining after completion of well will be picked up by supplier
including broken sacks.

D. Sewage from living quarters will drain into holding tanks and be cleaned
out periodically. A Porta-John will be pravided for the rig crews. This
equipment will be properly maintained during the drilling operations and
removed upon completion of the well.

E. Remaining drilling fluids will be ailowed to evaporate in the reserve pit
until the pit is dry enough for breaking out. In the event that drilling fluids
do not evaporate in a reasonable time they will be hauled off by
transports and be disposed of at a state approved disposal facility. Later
pits will be broken out to speed drying. Water produced during testing
will be put in reserve pits. Any oil or condensate produced will be stored
in test tanks until sold and hauled from the site.

8 ANCILLARY FACILITIES:

A. No camps or airstrips to be constructed.
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Surface Use Plan

Gruy Petroleum Management Co.
Grayburg Deep Unit No. 17
Unit Letter L Section 19

T17§-R30E  Eddy County, NM

9 WELL SITE LAYOUT
A. Exhibit "D" shows location and rig layout.

B. This exhibit indicates proposed location of reserve and trash pits; and living
facilities.

C. Mud pits in the active circulating system will be steel pits and the reserve pit is
proposed to be unlined, unless subsurface condition encountered during pit
construction indicate that lining is needed for laterai containment of fluids.

D. If needed, the reserve pit is to be lined with PVC or polyethylene line. The pit liner
will be 6 mils thick. Pit liner will extend a minimum, 2'00" over the reserve pits dikes
where the liner will be anchored down.

E. The reserve pit will be fenced on three sides with four strands of barbed wire during
drilling and completion phases. The fourth side will be fenced after all drilling
operations have ceased. If the well is a producer, the reserve pit fence will be torn
down. The reserve pit and those areas of the location not essential to production
facilities will be reclaimed and seeded per BLM requirements.

10 PLANS FOR RESTORATION OF SURFACE

Rehabilitation of the location and reserve pit will start in a timely manner after all drilling
operations cease. The type of reclamation will depend on whether the well is a producer
or a dry hole.

However, in either event, the reserve pit will be allowed to dry properly, and fluid removed
and disposed of in accordance with Article 7.B as previously noted. The pit area will then
be leveled and contoured to conform to the original and surrounding area. Drainage
systems, if any, will be reshaped to the original configuration with provisions made to
alleviate erosion. These may need to be modified in certain circumstances to prevent
inundation of the location's pad and surface facilities. After the area has been shaped
and contoured, topsoil from the spoil pile will be placed over the disturbed area to the
extent possible. Revegetation procedures will comply with BLM standards.

If the well is a dry hole, the pad and road area will be recountered to match the existing
terrain. Topsoil will be spread to the extent possible. Revegetation will comply with BLM
standards.

Should the well be a producer, the previously noted procedures will apply to those areas
which are not required for production facilities.
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Surface Use Plan

Gruy Petroleum Management Co.
Grayburg Deep Unit No. 17
Unit Letter L Section 19
T175 - R30E Eddy County, NM

11 OTHER INFORMATION:

A. Topography consists of a sloping plane with loose tan sands. Vegetation is mainly yucca,
mesquite and shin oak.

B. The wellsite is on surface owned by The United States Department of the Interior, Bureau
of Land Management. The land is used mainly for farming, cattle ranching, recreational
use, and oil and gas production.

C. An Archaeological survey will be conducted on the location and proposed roads, and this
report will be filed with the Bureau of Land Management in the Carlsbad BLM office.

D. The Taylor residence NW/4 of the location is within 1 1/2 miles of this location.

12 OPERATORS REPRESENTATIVE:

Gruy Petroleum Management Company
P.O. Box 14097

Irving, TX 75014

Office Phone: (972} 443-6489

Zeno Farris

13 CERTIFICATION: I hereby certify that |, or persons under my direct supervision, have inspected
the proposed drill site and access route; that | am familiar with the conditions which currently exit;
that the statements made in this plan are to the best of my knowledge, true and correct; and that
the work associated with the operations proposed herein will be performed by Gruy Petroleum
Management Company and/or its contractors/subcontractors and is in conformity with this plan and
the terms and conditions under which it is approved. This statement is subject to the provision of
U.S.C. 1001 for the filing of a false statement.

NAME: ZM gj' M

DATE: 4/2712005

TITLE: Manager, Operations Administration
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HALLIBURTON
Speaery Drilling Servicas

Gruy Petroleum Management Co. DrillQuest

New Mexico N
Eddy County
Sec. 19-T178-R30E PBHL Grayburg DU #17
= Point Target ;
Grayburg Deep Unit17 | 11400.00 TVD, 320.50 N, 214.00 B
Plan 042205 ‘
300 = 3’55?
7500 <) 7 l 4‘,?
o |
8000 = gj |
£
=
£ |
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i
100 =
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0 — e —
9000 3 T
o] 100 200
Scale: 1inch = 100ft Reference is Grid North
- Eastings
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8 Plan 042205 Proposal Data
w 9500 - Caordinate Systam : NAD27 New Mexico State Planes, Eastern Zone
:‘E’ Kick-Off at 9584.50ft Measured Incl. Azim. Vertical Northings Eastings Vertical Dogleg
© Depth Depth Section Rate
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0.00 0,000 0.000 0.00 000N 0.0CE 0.00
Kick-Off Point  9584.50  0.000  0.000  9584,50 000N 0,00E 0.00 0,00
Hold Angle 10334.68 15.000 33.731 10326.14 8120 N 54.22E 97.64 2.00
Total Depth 11446.42  15.000 33731  11408.00 32050 N 214.00E 385.38 2.00
Build Rate = 2.00°/100%
10000 — l
l Grayburg Deep Uniti7 Surface Location
RKB Elevation: 3643.00ft above Mean Sea Level
| nd of Build at 102334.68ft
. i Ref. Global Coordinates: 661494.20 N, 596968.00 E
10500 y o Ref. Geographical Coordinates: 32" 49" 05.2944" N, 104° 01' 03.6981" W
105{}0 [¢u)
I Hold Angle &t 15.000° Plan 042205 Bottom Hole Location
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S Ref. Structure: 7757.00ft
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0 500
Section Azimuth: 33.731° (Grid North)
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: State of New Mexico
. DISTRICT 1

1825 N. FRENCH DR., HOBBS, NM BE240 Energy, Minerals mud Natural Resourcea Departmegt P
orm C-302
Revigsed JUNE 10, 2003
DISTRICT II OIL CONSERVATION DIVISION  submit to Appropriate District Office
1301 N. CRAND AVENUR, ARTESIA. M 68210 State Lease - 4 Copies
1220 SOUTH ST. FRANCIS DR. o e g Copte
DISTRICT IiI Santa Fe, New Mexico 87505
1000 Rio Brazos Rd., Aztec, NM 087410
DISTRICT 1V
T oy us. sume e, we o WELL LOCATION AND ACREAGE DEDICATION PLAT O AMENDED REPORT
API Number Pool Code Pool Name
Empire; Morrow, South
Property Code Property Name Well Number
GRAYBURG DEEP UNIT 17
OGRID No. Operator Name Elevation
162683 GRUY PETROLEUM MANAGEMENT COMPANY - 3623
Surface Location
UL or lot No. Section | Township Range Lot Idn Feet from the North/South line Feet from the Eaat/West line County
YA 19 17-S| 30-E 1990 SOUTH 445 WEST EDDY
Bottom Hole Location If Different From Surface
UL or iot No. Section Township Range Lot Idn Feet tfrom the Notth/South line Feet from the Eaat/Weat line County
L3 19 17-S| 30-€ 2300 SOUTH 660 WEST EDDY
Dedicated Acres Joint or Infill Consolidation Code Order No.
320 Y

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

OPERATOR CERTIFICATION

I hereby certify the the information
contained herein is true and complete to the
best of my knowladge and belisf.

Signature

Zeno Farris
Printed Narne

Manager Operations Admin
| Titte

April 27, 2005

|
|
|
|
|

GEODETIC COORDINATES
NAD 27 NME
BOTIOM HOLE LOCATION
Y=661814.7 N

[
|
|
|
|
|

=597182.0 £ Penetr‘aJ;ion Paint Morrow-10700' Date
] 1
I 2150" FSL & 552" FWL SURVEYOR CERTIFICATION
T T ..:P?ﬁta’“a‘tioFT:FoﬁAEEam?W — < ‘7 ¢ herety oorify fhat fhe el ocation shoum
] v certify wa b
_._GSO.BOT:OQM HoL 2087 FSL & 523 FWL on this plat was plotted from fisld notes of
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SECTION 19, TOWNSHIP 17 SOUTH, RANGE 30 EAST, N.M.P.M.,
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DIRECTIONS TO LOCATION
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FROM THE INTERSECTION OF U.S. HIGHWAY }’82 100 a 7 QD

AND GENERAL AMERICAN ROAD WEST OF LOCO
HILLS GO SOUTH 0.1 MILES. TURN LEFT AND GO

EAST 0.1 MILES. PROPOSED WELL 1S 200’ SOUTH
OF ROAD.
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GRUY PETROLELM MAMAGEMENT COMPANY

GRAYBURG DEEP UNIT #17 WELL
LOCATED 1390 FEET FROM THE SOUTH LINE
AND 445 FEET FROM THE WEST LINE OF SECTION 13,
TOWNSHIFP 17 SOUTH, RANGE 30 EAST, NM.P.M.,
EDDY COUNTY, NEW MEXICO.
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Exhibit A — One-Mile Radius Map
Gruy Petroleum Management Co.
Grayburg Deep Unit No. 17
SHL: 1990’ FSL & 445’ FWL
BHL: 2300’ FSL & 660’ FWL
Unit L-Section 19-T17S-R30E
Eddy County, NM
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VICINITY MAP
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SURVEY N.M.P.M.
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LOCATION VERIFICATION MAP
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Choke:
Manesfeld

Exhibit E - Blowout Preventor
Gruy Petroleum Management Co.
Grayburg Deep Unit No. 17
SHL: 1990° FSL & 445’ FWL
BHL: 2300’ FSL & 660’ FWL
Unit L-Section 17-T17S-R30E
Eddy County, NM
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DRILLING OFERATIONS
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Exhibit E Cont’d - Choke Manifold Diagram
Gruy Petroleum Management Co.
Grayburg Deep Unit No. 17
SHL: 1990’ FSL & 445 FWL
BHL: 2300’ FSL & 660’ FWL
Unit L-Section 17-T173-R30E
Eddy County, NM




