N.M. Oil Cons. DIV-Dist. 2
1301 W. Grand Avenue
AﬁeSia, NM 88210 FORM APPROVED

Form 3160-3
i OMB No. 1004-0137
(April 2004) Expires March 31, 2007
UNITED STATES 5 Loase Seral N
DEPARTMENT OF THE INTERIOR v NCaeies
BUREAU OF LAND MANAGEMENT
6. If Indian, Allotee or Tribe Name
APPLICATION FOR PERMIT TO DRILL OR REENTER
. If Unit or CA A t, N d No.
l2. Typeof work: DRILL DREENTER 1 nit or greement, Name and No
8. Lease Name and Well No.
Ib. Type of Well: DOil Well Gas Well DOther DSingle Zone DMultiple Zone Lookout B Federal #3 3 ’“47 ( S'
2. Name of Operator . 9. API Well No.
McKay Oil Corporation / q({gk{. %0~ 0os” ~ £375Y
3a. Address pQ Box 2014 3b. Phone No. (include area code) 10. Field and Pool, or Exploratory
Roswell, NM 88202-2014 505-623-4735 W. Pecos ABO Slope $ 27 ('L D
4. Location of Well (Report location clearly and in accordance with any State requiremenis.) RECEIVED 1. Sec., T.R. M. or Bik.and Survey or Area
At 810' FSL & 660'FWL
surface JUN @ 8 2005 Lot M, Sec. 10, T6S, R22E
At proposed prod. zone 2

14, Distance in miles and direction from nearest town or post office* 12. County or Parish 13. State

25 miles Chaves NM
15. Distance from proposed* 16. No. of acres in lease 17. Spacing Unit dedicated to this well
location to ricaresi .
roperty or lease line, ft. ) , .
?Also tonearest drig. unit ling, if any) 660 2400.00 160
18. Distance from proposed location* 19. Proposed Depth 20. BLM/BIA Bond No. on file
to nearest well, drilling, completed,
applied for, on this lea%se, ft. ? 1000’ 4300
21, Elevations (Show whether DF, KDB, RT, GL, etc)) 22. Approximate date work will start* 23, Estimated duration
4331 05/15/2005 7- 10 days

24. Attachments
The following, completed in accordance with the requirements of Onshore Oil and Gas Qrder No.1, shall be attached to this form:

1. Well plat certified by a registered surveyor. 4. Bond to cover the operations unless covered by an existing bond on file (see
2. A Drilling Plan. Item 20 above).
3. A Surface Use Plan (if the location is on National Forest System Lands, the 5. Operator certification

SUPO shall be filed with the appropriate Forest Service Office). 6. Such other site specific information and/or plans as may be required by the

authorized officer.

25. Signature " N;x;xe (Printed/Typed) Date

- " 4' W James Schultz \f-' 5//05/
" /

Approved by (Signature) L ‘ Name (Printed/Typed) Date
' AORiG. SGD.) ARMANDO A, LOPE ¢ / /[/ s
Title ASE}’ Office ROSWELL FIELD OFFICE

5 j:aiant Field Manager
Application approval doesTiot watrantnaartity; éhg@p@:’@icant holds legal or equitable title to those rights in the subject lease which would entitle the applicantto

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

Title 18 US.C. Section 1001 and Title 43 U.S.C. Section 1212, make ita crime for any person knowingly and willfully to make to any department or agency of the United
States any false, fictitious or fraudulent statements or representations as to any matter within its jurisdiction.

*(Instructions on page 2)



obbs, NM 88240

State of New Mexico Form C-144

E- 7y Minerals and Natural Resources June 1, 2004
venue, Artesia, NM 88210 )
i ; 1viQi For drilling and production facilities, submit to
zos Road, Aztec, NM 87410 Oil Conservation DlV.lSIOIl appropriate NMOCD District Office.
, 1220 South St. Francis Dr. For downstream facilities, submit to Santa Fe
i office
.t. Francis Dr., Santa Fe, NM 87505 Santa Fe NM 87505

Pit or Below-Grade Taﬂ(Re/gEtratlon or Closur_f_:,,\

Is pit or below-grade tank covergd by a.“general p plan™? Yes il NOJ-T_’/
Type of action: Registration of a pit or below—gra tank [ Closure ofa plt or below-grade t tank £l

I

Operator: __McKay Oil Coporation Telephone: _505-623-4795 e-mail address: “april@mckayoil.com "
Address: _ PO Box 2014 Roswell, NM 88202-2014 2 !’L!

o e T I e )
Facility or well name: _Lookout B Federal 3___ API #: UL or Qur/Qtr ~ Sec_10__T_6S_R _23E

County; Latxtud\\ Longitude NAD: 1927 [] 1983 [
face- Owner ~Federal . State EI Private” E] Indlan

i
‘n/

Pt \\ Below-grade tank
Type: Drilling [] Production L] stposal all] Volume: bbl Type of fluid:
Workover OF Emergency D‘ /} Construction material:

Lmed D Unlmed E]vﬁ~' Double-walled, with leak detection? Yes [J Ifnot;explain why not.

Liner' type _Synthetic 1" Tblckness T"—_r?ul—‘:(—jj;t]/

P\lf Volume bbl Vs / U \\

(2 points) \
(10: pomts) ~

Onpomts) o \ \

Depth ound water (vertical distance frorﬁ(;tom of pit to seasonal ,

high water elevation of groufnid water.)

Wellhead protection area: (Less than 200 feet from a private dome'.stic < /

i SRS

water source, or less than 1000 feet from all other water sources.) [

Less-than 200: feet”

o i . 200 feet or.more; but l€s§ than 1000 feet T
irrigation canals, ditches, and perennial and ephemeral watercoursest) T e S SR N
~ 1000 feet O Tnofe,

Distance to surface water: (horizontal distance to all wetlands, playas,

\ \Rankmg Score- (T otal” Pomts) T

If this is a pit closure: (1) Attach a diagram of the facility showing the pit’s re?tﬁ:?nshlp to other equlpment and tanks. (2) Indlcit!:d“l‘,sposal location: (check the onsite
your are burying in place) onsite [] offsite [] If offsite, name of facility

box if

T 7(3) Attach a general description of remedial action taken including

remediation start date and end date. (4) Groundwater encountered: No [] Yes [] If yes, show depth below ground surface ft. and attach sample resuits.

(5) Attach soil sample results and a diagram of sample locations and excavations.

Additional Comments:

————

=

™~

—

tank lﬁls been/will be constructed or. closed 1 accor:

V\\““ o
Date: _03/17/05 — o

Printed Name/Title _ James L. Schultz, Agent _ Signature

Your certification and NMOCD approval of this application/closure does not relieve the opgfator of liability shoulg/he contents of the pit or tank contaminate ground
water or otherwise 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.

I hereby certify that the.information above is true . Agizmplc(e to the best of my knowledge and belief. I further certify that the above-described pit or “below-grade
t{ltlﬂ(\)CD guldelme‘sf. a'general permit [, or @i (attached) alternatlve ‘OCD-approved plan 0. - J

//

THIS FORM CANNOT BE

Agprovali ' PROCESSED DUE TO LACK
Printed Name/Title OF INFORMATION. PLEASE e
SEE HIGHLIGHTED AREA

AND/OR NOTED PROBLEM.



A

DISTRICT [

State of New Mexico

Energy. Minerals and Natural Resources Department

1826 N. FRENCH DR., HOBBS, NM 88240 Form C-102
Revised JUNE 10, 2003
DISTRICT I " e OIL CONSERVATION DIVISION  submit to Appropriate District Office
170 T GRAND SRR, waTeS, T 1220 SOUTH ST. FRANCIS DR. S e 3 opes
DISTRICT III Santa Fe, New Mexico 87505
1000 Rio Brazos Rd., Aztec, NM 87410
DISTRICT IV
om0 5. ST, PRANCIS DR.. SANTA FE, NM 87508 WELL LOCATION AND ACREAGE DEDICATION PLAT O AMENDED REPORT
APL Number Pool Code Pool Name
?7\-‘ L'lG Petci S‘c pa Abo (pest
Property Code Praoperty Name J 2 ¥ell Number
LOOKOUT B FEDERAL 3
OGRID No. Operator Name Elevation
McKAY OIL CORPORATION 43371’
) Surface Location
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
M 10 6—-S 22—-E ' 810 SOUTH 660 WEST CHAVES
Bottom Hole Location If Different From Surface
UL or lot No. Section | Township Range Lot Idn Feet from the North/South line Feet (rom. the East/West line County
Dedicated Acres Joint or Infill Consolidation Code Order No.
160

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

|
|

1 l
| |
| |
] \
| |
| |
| |

OPERATOR CERTIFICATION

I hereby certify the the information
contained herein 1s true and complele o the
best of my knowledge and belief.

I
GEODETIC COORDINATES

ames Schultz

NAD 27 NME Printed Name
Y=1020668.0 N Ti‘:egent
X=384188.4 £

05/02/05
AT =3548'18.50" N Date

SURVEYOR CERTIFICATION

1 heraby certify that the wall lacation showun
on this plat was plotted from field notes of
actual surveys wmade by me or under my
supervison and that the same is true and
correct to the best of my belief.

Date S\.l_r\;‘zsy&d\\\\\\“\\ DEL
= ooy \
= Q 2 e My,
—] Stgng_”ﬁlu; j\e{ al /gt~ -”,'
Profess e ‘
i;« "'/J 3 nél ".$; ~ . .ﬁ.!’//,
[ A ] :':* . )

%

bnfl 1

Yirar, 9/2%e3
A r\/@%ﬁ: 12641

|
|
|
[ APRIL 11, 2005
|
|
|
l




SECTION 10, TOWN 1P 6 SOUTH, RANGE 2 EAST, NM.P.M.,

CHAVES COUNTY, NEW MEXICO
’ " EXISTING McKAY P/L
EXISTING P/L_ROAD PAD ’
4336.5° T 600" 4329.9
o~
&
Q
2
a | o
S 150" NORTH
a OFFSET
4331.0°
L &
i00’
C T
1 | PROPOSED |9
T PIT 0
] L2
s 150" WEST LOOKOUT B FEDERAL #3 150" EAST R
Q OFFSET 0 @) O OFFSET S
4333.9° ELEV. 4330.5° 4326.6° ©
LAT.=33°48°18.50" N
LONC.=104°42'52.49” W
I
T o
3]
Q
Loy D
S %’ 150" SOUTH
28 OFFSET
$ ° 4331.6°
J o
\ &
4339.1° \f l 600" 4329.7"
DIRECTIONS TO LOCATION
FROM THE INTERSECTION OF U.S. HWY. #285 AND
COUNTY ROAD #40 (STARGRASS RD.). GO WEST 100 0 100 200 Feet
ON CR. RD. #40 (STARGRASS) APPROX. 8.3 MILES. CE_S—m— = = —
TURN RIGHT AND GO N—-NW APPROX. 1.1 MILES. Scale:1"=100
TURN RIGHT ON DIRT ROAD AND GO NORTH P
APPROX. 0.3 MILES. TURN RIGHT AND GO EAST
APPROX. 0.3 MILES TO A PROPOSED ROAD McKAY OIL _CORPORATION
SURVEY. FOLLOW PROPOSED ROAD SURVEY SOUTH
LOOKOUT B FEDERAL #3 WELL
APPROX. 0.2 MILES TO THIS LOCATION. LOCATED oy FERT FRON T SOLDS LINE
AND 660 FEET FROM THE WEST LINE OF SECTION 10,
TOWNSHIP 6 SOUTH, RANGE 22 EAST, NM.P.M.,
CHAVES COUNTY, NEW MEXICO.
Survey Dote: 04/11/05 |Sheet 1 of ] Sheets
W.O. Number: 04.11.1633 | Or By: DEL |Rev 1:n/4
Date: 04,/22/05 |Disk: cogs | 04111633 |Scate:1"=100’




PERTINENT INFORMATION

FOR

MCKAY OIL CORPORATION

LOOKOUT B FEDERAL 3

810 FSL & 660 FWL SEC 10, T6S, R22E

LOCATED:

LEASE NUMBER:

LEASE ISSUED:

RECORD LESSEE:

BOND COVERAGE:

AUTHORITY TO OPERATE:

ACRES IN LEASE:

SURFACE OWNERSHIP:

OWNER:

POOL RULES:

EXHIBITS:

Chaves County, New Mexico

25 air miles Northwest of
Roswell, NM.

NM 36192

05/01/1981

McKay Petroleum Corporation
Operator's $25,000 Statewide
Assignment of Operating Rights
320.00

Federal

USA-BLM

General Statewide Rules
Road and Well Map
Contour Map

Rig Layout

BOP Diagram
Lease Map

Moo=



LOCAT _ON VERIFICA ON MAP
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SCALE: 1" = 2000’ CONTOUR INTERVAL:
MESA SW, N.M. — 10’

SEC._10 TWP.6-S RGE._22-F
SURVEY. N.M.P.M.
COUNTY CHAVES

DESCRIPTION 810" FSL & 660" FWL

ELEVATION 4331°

McKAY OIL
OPERATOR CORPORATION

LEASE LOOKQUT B FEDERAL

U.S.G.S. TOPOGRAPHIC MAP
MEAS SW, N.M.

NORTH
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FILL LiHE

McKay Oil Corporation
Lookout B Federal #3
Section 10, T6S, R22E

Chaves County, New Mexico

Exhibit “D”

LMD RrAMS

PIPE RAMS.

©)

tﬂ\m><li><ﬂ

RiLL LINE |

oRILLING] 2"
5PQOL ;

TO KESERVE

C e~ fDJUSTABLE — - - -
c!iOY.E 2-n
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10 LYo 211
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SUPPLEMENTAL DRILLING DATA

MCKAY OIL CORPORATION
LOOKOUT B FEDERAL 3
810’ FSL & 660FWL Sec 10, T6S, R22E
Chaves County, New Mexico

The following items supplement Form 3160-3 in accordance with instruction contained in
Onshore Oil and Gas Order No. 1:

1. SURFACE FORMATION: San Andres

2. ESTIMATED TOPS OF GEOLOGICAL MARKERS:

Yeso - 1077
Tubb - 2573
Abo - 2801

3. ESTIMATED DEPTHS TO WATER, OIL OR GAS FORMATIONS:
Fresh Water - In surface formation above 600’
Gas - In Abo Formation below 2801"

4. PROPOSED CASING PROGRAM:

12-1/4" hole 8-5/8" J-55 24# 950' +
7-7/8" hole 5-1/2" J-55 15.5# TD

5. PROPOSED CEMENTING PROGRAM:

Surface to 950'class “C” - 350 sxs cemented and circulated to surface.
Production Casing class “C” - 300 sxs cemented with adequate cover.

6. PROPOSED DRILLING PROGRAM:

McKay Oil Corporation proposes to drill and test the ABO formation.
Approximately 950" of surface casing will be set and cemented to surface. 5-
172" production casing will be set and cemented with adequate cover, perforated
and stimulated as needed for production.

7. PRESSURE CONTROL EQUIPMENT: Blowout preventer will consist of
2 ram, 2M system. A sketch of the BOP is attached.

8. CIRCULATION MEDIUM: Fresh water and mud




9. AUXILIARY EQUIPMENT: Full-opening drill string safety valve fit for
the drill string in use, will be kept on the rig floor at all times.

10. TESTING, LOGGING AND CORING PROGRAM:

Samples:  Catch samples from surface to TD.
DST's: None.
Logging: =~ GR-CNL, Dual Lateral MSFL from

surface to TD.
Coring: None.

11. ABNORMAL PRESSURES, TEMPERATURES OR HYDROGEN SULFIDE:

None anticipated.

12. ANTICIPATED STARTING DATE: As soon as possible.
Drilling should be completed within 10 days. Completion operations (perforations

and stimulation) will follow drilling operations.




D. Ponds and Streams: There are no ponds and streams known of.

E. Residences and other Structures: The DinWiddie residence is approximately
4 miles north of this location.

F. Archaeological, Historical and Other Cultural Sites: An Archaeologist from
Roswell, NM will be contracted to check and approve this site and access
road.

G. Land Use: Grazing.

H. Surface Ownership: USA-BLM.

12. OPERATOR'S REPRESENTATIVE:

13.

Humberto Perez
Roswell, New Mexico
(505) 623-4735 (O)
(505) 626-8580 (C)

CERTIFICATION:

I hereby certify that I, or persons under my direct supervision, have inspected
the proposed drill site and access route; that I am familiar with the conditions
which presently exists; that he statements made in this plan are, to the best of
my knowledge true and correct; that the work associated with the operations
proposed herein will be performed by MCKAY OIL CORPORATION and its
sub-contractors in conformity with this plan and the terms and conditions under
which it is approved. This statement is subject to provisions of 18 USC 1001
for the filing of a false statement.

C gt i
syNATURE 4
5-%o95~

DATE



Southwest Petroleum
Land Services, LLC

May 3, 2005

QOil Conservation Division
Bryan Arrant

1301 W. Grand Avenue
Artesia, NM

Re: H2S Contingency Plan-Lookout Federal B #3

Bryan,

Please see attached Contingency Plan-H2S for the Lookout Federal B #3 located in Sec 10, T6S,
R22E 810’ FSL & 660’ FWL in Chaves County. Should you need any further information, please

contact me at 505-626-6879.

Sincerely,

Jim Schultz
Agent for McKay Oil Corporation

100 N. Pennsylvania
Roswell, NM 88203
(505) 622-6713
(505) 622-9282 fax



MCKAY OIL CORPORATION
PO BOX 2014
ROSWELL, NM 88202-2014
505-623-4735

HYDROGEN SULFIDE (H2S) CONTINGENCY PLAN FOR THE
LOOKOUT FEDERAL B #3
LOCATED IN SEC 10, T6S, R22E IN
CHAVES COUNTY, NEW MEXICO

NO HYDROGEN SULFIDE OR OTHER HAZARDOUS GASES OR FLUIDS HAVE
BEEN ENCOUNTERED, REPORTED OR KNOWN TO EXIST AT THIS DEPTH IN
THIS AREA.




LOOKOUT FEDERAL B #3

This is an open drilling Site. H2S monitoring equipment and emergency response
equipment will be used within 500° of zones known to contain H2S, including warning
signs, wind indicators and H2S monitor. Pumpers carry (MICROPACKS) H2S pocket
testers at all times. Pulling units have an H2S indicator that puts off light and alarm on

any indication of H2S being present.

MAPS - SEE ATTACHED




LOCAT UN VERIFICA .ON MAP
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SCALE: 17 = 2000’

CONTOUR INTERVAL:
MESA SW, N.M. — 10’

SEC._10 TWP.6-S RGE._22-E
SURVEY. N.M.P.M.
COUNTY CHAVES

DESCRIPTION 810" FSL & 660° FWL

ELEVATION 4331’

McKAY OIL
OPERATOR CORPORATION

LEASE LOOKOUT B FEDERAL

U.5.G.S. TOPOGRAPHIC MAP
MEAS SW, N.M.

NoRrTH



EMERGENCY PROCEDURES

the case of a release of gas containing H2S, the first responder must isolate the area and
prevent entry by other persons into the 100 ppm ROE. Additionally the first responder must
ejacuate any public spaces encompassed by the 100 ppm ROE. First responder must take care
not to injure themselves during this operation. Company and or local officials must be contacted
tqﬁ aid in this operation. Evacuation of the public should be beyond the 100 ppm ROE.

11 responders must have training in the detection of H2S measures for protection against the

s, equipment used for protection and emergency response. Additionally, responders must be
equipped with H2S monitors and air packs in order to control the release. Use the “buddy
system” to ensure no injuries occur during the response.

| ]

GNITION OF GAS SOURCE

Should control of the well be considered lost and ignition considered, take care to protect against
exposure of sulfur Dioxide (SO2). Intentional ignition must be coordinated with the NMOCD
and local officials. Additionally the NM State Police may become involved. NM State Police
shall be the Incident Command on scene of any major release. Take care to protect downwind
whenever there is an ignition of the gas.

(HARACTERISTICS OF H2S & SO2

GOMMON  CHEMICAL SPECIFIC THRESHOLD HAZARDOUS LETHAL

NAME FORMULA GRAVITY LIMIT LIMIT CONCENTRATION
HYDROGEN H2S 1.189 10 PPM4 100 PPM/HR 600 PPM

SULFIDE AIR=1

SULFUR S0O2 221 2 PPM N/A 1000 PPM
DIOXIDE AIR=1

(ONTACTING AUTHORITIES

McKay Oil Corporation personnel must liaison with local and state agencies to ensure a proper
j:sponse to a major release. Additionally, the OCD must be notified of the release as soon as
ppssible but no later than 4 hours. Agencies will ask for information such as type and volume of
re¢lease, wind direction, location of release, etc. be prepared with all information available. The
following call list of essential and potential responders must be in coordination with the State of
New Mexico’s Hazardous Materials Emergency Response Plan (HMER).

—




CHAVES COUNTY (505) OFFICE

HUMBERTO PEREZ 625-1154
JIM ROBINSON 625-1154
APRIL MCKAY 623-4735

CHAVES COUNTY (505)
ROSWELL

STATE POLICE
CITY POLICE
SHERIFF’S OFFICE
AMBULANCE

FIRE DEPARTMENT

NMOCD
ENMMC (Hospital)

MCKAY OIL CORPORATION CALL LIST

CELL PHONE
626-8580
626-8579
626-8575

LEPC (Local Emergency Planning Committee)

HOME PHONE
627-1985
624-1093
625-2848

622-7200

911 or 624-6770

624-6500

911

624-6800

Teresa Bamncastle 624-6770
ext 129

748-1283

622-8170




