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Expires: February 28, 1995

5. LEASE DEBIGNATION AND

IR o,
NM-108938

APPLICATION FOR PERMIT TO DRILL OR DEEPEN

6. IF INDIAN, ALLOTTXE OR TRIBZ N xr

la. TYPE OF WORK

DRILL (B DEEPEN (]
b. TYPE OF WELL
oI GAS SINGLE MULTIPLE
WELL WELL OTHER ZONE ZONK

7. UNIT AGREEMENT Nams

8. FARM OR LEASE NAME, WELL NO. %&

2. NAME OF OPLRATOR

: S
LCX ENERGY, LLC. LARRY GILLETTE 432-848-0218 M T 8&

1823 FEDERAL COM. # 181

9. AMWELLNO.

3. ADDRESS ANO TELEPHONE NO.

101 NORTH MARIENFELD SUITE 200 MIDLAND, TEXAS 79701

30-015-3512.7

4. ‘xiotcurguxc:r wrLL (Report locatloa clearly and In accordance with any State requirements.*)
surL
660' FSL & 1880' FEL SECTION 18 TI18S-R23E EDDY CO. NM

At proposed prod. zone660' FNL & 1880' FEL SECTION 18 TlSS'-R23E

—_——

10. FIZLD AND POJL, O . WILpCiT

WILDCAT-WOLFCAMP

11, 83C., T., R, M., OB BLK.
AND SURVIY OR ARIA

SECTION 18 T18S-R23E

14. DISTANCE IN MILES AND DIRECTION FROM NEAREIST TOWN OR POST OFrIC:*®
Approximately 6 miles South of Hope New Mexico

12. COUNTY OR PARISH |  13. 8TATT

EDDY CO. NEW MEXICO

16. NO. OF ACBES IN LEASE

160

13. DISTANCE FROM PROPUSED®
LOCATION TO NEAREST
PROPERTY OR LEASE LINE, FT,

660"

17. NO. OF ACRES ASSIGNED
TO THIS WILL

320

(Also to pearest drig. unlt line, If any)
DISTANCE FROM PROCOSED LOCATION®

TO NEAREST WELL, DRILLING, COMPLETED,
OR APPLIED FOR, ON THIS LEASE, FT.

19. PROPOSED DEPTH

MD-8755' TVD-4960'

18
NA

| 720. ROTARY OR CABLE TOULS

ROTARY

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

4034' GR.

22. APPROX. DATE WORK WILL START®

WHEN APPROVED

23.

PROPOSED CASING AND CEMENTING PROGRAM

SIZZ OF ROLE GRADE, SIZE OF CASING WEICHT IPER FOOT SETTING DEPTH QUANTITY OF CEMENT
26" 20" conductor NA 40" Redi-mix to surface ;
173" H-40 13 3/8" 48# 350! 400 Sx. circulate cement to surfac
121" J-55 9 5/8" 364 1200 475 Sx. " " " "
8 3/4 or 7 7/8" N-80 53" 17# 8755 MD 600 Sx. Est top of cement 1000’

ROSWELL CONTROLLED WATER BASIN

SEE ATTACHED SHEET FOR DETAIL

RAL UIRE S |
XD “?STI ONS If earthen pits aré used' in .
AND SPI'EEC‘% association with the drilling otf lt)els
, it permit mus
ATTAC e O P t construction.

obtained prior to pi

IN ABOVE SPACE DESCRIBE PROPOSED PROGRAM: If preposal is to deepen, give data on present procuctive zone and proposed new product
eepen direcdcna/lly(gf?e pertinent data on subsurface locations and measursd and True vertical degths. Give blowout preventer grogram. if any.

4.

08/08/06

DATE

srnxsn%// . % TITLE Agent
- pd

Z

{TKK space for Federal SAtate ofice use)

PERMIT N APPROVAL DATE

Agplication appraval does not warrant oc cerdfy that the applicant holds legal o squitsble Gtle to these righss in the subject lense which would entitle the apgiicant to conduct cpermiens

CONDITIONS OF APPROVAL. [F ANY:

"5/ James Stovall bc&k FIELD MANAGER

TTLE

APPROVED 8Y
*See [nstructions 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 ©

merzon

Nov 0 3 2008

f the

Uaited States any faise, fictitious or fraudulent statements or representations as to any matter within its jurisdiction.




STATEMENT ACCEPTING RESPONSIBILITY FOR OPERATIONS

OPERATOR NAME: LCX ENERGY, LLC.

ADDRESS; 110 NORTH MARIENFELD
SUITE 200

CITY,STATE, & ZIP: | MIDLAND, TEXAS 79701

The above operator accepts all applicable terms, conditions, stipulations, and restrictions
concerning operations conducted on the leased land or portion thereof, as described
below.

Lease No: NM-108938

Well name: 1823 FEDERAL COM. # 181

Legal Description of land:  NE/4 of SECTION 18 T18$-R23E EDDY CO. m
Bond coverage: $-505000-00 BLANKET 5 /47¢ ¢ /0 (0

B.L.M. Bond File No.: RLBOOO8L29— /7 /5 Pt “’/‘}’:

rized Signature
. Janica

Date:. 08/18/06
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DISTRICT I State of New Mexico

Form C-102
3 . \ Revised O ,
1625 N. French Dr., Hobbs, NM 88240 Energy, Minerals & Natural Resources Department Submit to Appr:;rlutectlo)?:t:-i:tz ofzgi
State Lease — 4 Copies
1301 W. Grand Avenue, Artesia, NM 86210 OIL CONSERVATION DIVISION Fee Leage ~ 3 Copies
1220 South St. Frances Dr.

DISTRICT_ I
1000 Rio Brazos Rd., Aztec, NM 87410 Santa Fe, NM 87505
DISTRICT I¥

1220 8. St. Francis Dr., Santa Fe, NM 87505 U AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

APl Number Pool Code Pool Name
Aege WILDCAT-WOLFCAMP
Property Code Property Name Well Number
1823 FED COM 181
OGRID No. Operator Name Elevation
218885 LCX ENERGY, LLC 4034’
Surface Location
UL or lot No. Section | Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
0 18 18 S 23 E 1880 - EAST 660 SOUTH EDDY
Bottom Hole Location If Different From Surface
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
B 18 18 S 23 E 1880 EAST 660 NORTH EDDY
Dedicated Acres Joint or Infill Consolidation Code Order No.
320

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

NOTE: 4

1) Plane Coordinates shown hereon are Transverse
Mercator Grid and Conform to the "New Mexico
Coordinate System”, New Mexico East Zone, North
American Datum of 1983. Distances shown hereon are
mean horizontal surface values.

|

OPERATOR CERTIFICATION
Plane Coordinate

1 hersdy certify the the information conloined Aerein {3 frue and complele lo

X = 419,9889 the best of my inswledge and delizf, and that this erganization rither oums o

Y = 638,000.8 working interest or unleased mineral interastin the land including tha proposed
BL Sattom Aale locakion or Aas a righ! fo drill this wel ot this Location pursuest ls
o confract wilh an owner of sucA & minerol or working inlerest, or lo o
wolunlary pooling agreement or @ compulsory poeling order hereiofore enlered by
the division

2
!

TO0U

{
|

g

NE/4 Federa
_____ _r___ 1 NM-108938 Y | pa ;; ;T .

/ﬁignnture / Date
/ Jg¢7/ 08/08/06
PROJECT AREA I Joe T. nica

I Printed Name
| l Agent

L— r SURVEYOR CERTIFICATION
— — — = - T — — }_ — — I hereby certify that the well location shown

I on this plat was plotted from field notes of
l actual surveys made by me or under my
supervison and that the same is true and

SE/AI State correct to the best of my bdelief.
I VA-%593

| June 22, 2006

Date of Syredy '
l e \\“‘*"T'u,y\ Voo "'I;"’/f JSR
e —— — — —_— — —— — -4— — —— — —'— — —\— — =} | Signature &“‘Scal;of-
S IR S

0 ) /

!

rdfessibmal Surveyor
3 A T -,

> ’ R

-
v

|
4038.1" 4032.1"

N y-os)

teprerigtany

1031.4 .0 Num. 2006-0730

DR . K3
| Certificit Not (MACON McOONALD 12185

'1p, y




- SECTION 18, TOWNSHIP

EDDY COUNTY

150" NORTH
OFFSET &
Elev. 4034.1

OFFSET
- Elev. 4035.5’

|

|

|

|

I

l 150" WEST
5

i ° )
|
|
|
|

150° SOUTH
OFFSET O
""""""""" I oo Elev. 4034.0°

ORIVING DIRECTIONS

Beginning at the intersection of US Highway 82 with County
Road 12 (Armstrong Road) located in the West side of the town
of Hope, New Mexico, proceed South on County Road 12
(Armstrong Road) for approximately 5.8 miles to an existing
lease road extending East. Turn left and go East approximately
170 feet to an existing 2—~track road extending North. Turn left
and go North approximately 1.1 miles to a point from which the
well location bears East 3,450 feet.

110 W. LOUISIANA, STE. 110
MIDLAND TEXAS, 79701
(432) 687-0865 — (432) 687-0868 FAX

1823 FED COM #181

Gr. El. 4034.0'
Lat. 32°44'32.31" N
Long. 104°43'41.02" W
(NAD '83)

18 SOUTH, RANGE 23 EAST, N.M.P.M.

|

|

|

|

|
G
Elev. 4032.6’ |
|

|

|

|

|

|

|

100

NEW MEXICO

0£40—9002—1

600

NORTH

—E_N—E_E_. = —]

Graphic Scale in Feet

LCX ENERGY, LLC

1823 FED COM #181

Located 660" FSL & 1880 FEL, Section 18
Township 18 S, Range 23 E, NM.P.M.

Eddy County, New Mexico

Drawn By: JSR

Date: June 1, 2006

Scale: 1"=100'

Field Book:

Revision Date:

Quadrangle: Antelope Sink, N.M.

W.0. No: 2006-0730

Dwg. No.: L—2006-0730




APPLICATION TO DRILL

LCX ENERGY, LLC.
1823 FEDERAL COM. #181
UNIT "O" SECTION 18
T18S-R23E EDDY CO. NM

In response to questions asked under Section II of Bulletin NTL-6 the following
information on the above well is providedfor your consideration.

1. Location of well: Surface 660' FSL & 1880' FEL SECTION 18 T18S-R23E

. Ground Elevation abo&e Sea Level: 4034' GR.

~

3. Geological age of surface formation: Quaternary Deposits:

4. Drilling tools and associated equipment: Conventional rotary drilling rig
using drilling mud as a circulating medium to remove solids from hole.

. Proposed drilling depth: MD-8755+' TVD-4960'+

w

6. Estimated tops of geological markers:

San Andres 575" Abo 3875
Glorietta 1715° Wolfcamp 4700
Tubb 3200

7. Possible mineral bearing formetions:

Abo Gas
Wolfcamp Gas

8. Casing Program:

Hole Size " Interval - 0D 6f'Casing " Weight Thread Collar Grace
26" 0-40" 20" NA NA NA Conductor
173" 0-350' 13 3/8" 484 8-R ST&C H-40
iz}" 0-1200" 9 5/8" 36# 8-R ST&C J=-55
8 3/4' & 7 7/8" 0-8755'% 54" 174 ok LT&C N-80'

Page 1




APPLICATION TO DRILL

LCX ENERGY, LLC.
1823 FEDERAL COM. #181
UNIT "O" SECTION 18
T18S-R23E EDDY CO. NM

€. CASING CEMIXNTING & SEZITTING DEPTEH:

20" Conductor Set 40' of 20" conductor pipe and cement to surface
' with Redi-mix.
13 3/8" Surface Set 350" of 13 3/8" 48# H-40 ST&C casing. Cement with

400 Sx. of Class "C" cement + additives, circulate
cement to surface.

9 5/8" Intermediate Set 1200" of 9 5/8" 36# J-55 ST&C casing. Cement with
. 475 Sx. of Class "C" cement + additives, circulate
cement to surface.

53" Production - Set 8755'+ 53" 17# N-80 LT&C casing. Cement with 600 Sx.
.of Class "C" Premium Plus cement + additives, estimate
top of cement 1000' from surface.

10. PRESSURE CONTROL EQUIPMENT: cExhibit "E" shows a 900 series 3000 PSI working
perssure B.0. P. consisting of an ennular bag type preventor, middle blind rams,
and bottom pipe rams. The B.0.P. will be nipplad up on the 13 3/8" casing and
tested to APIL specifications. The B.0.P. will be operzted at least once each
24 KHr. period end the blind rams will be operated when the drill pipe is out oI
on trips. Full opening stebbing valve and upper kelly cock will be availeble in
case i1f needed. Exhibit "E-1" shows a hydraulicelly operated closing unit and a
3" 3000 PSI choke manifold with adjusteble chokes. No abnormal pressures or
temperatures are expected while drilling this well. No problems in offset wells.

11. PROPOSED MUD CIRCULATING SYSTEM:

DEPTH HUD WT. VISC. FLUID LOSS TYPE MUD SYSTEM

40-350" 8.4-8.7 29-34 NC Fresh water use paper to
control seepage.
350-1200' 8.4-8.7 30-38 NC Fresh water use paper to
control seepage.
1200-5000"=% 9.0-9.2 29-34 NC Cut brine circulate
outer reserve
5000-8755" 9.0-9.3 29-38 * 15 cc Cut brine use high
or less viscosity sweeps to

clean hole
* Water loss may have to be controled to log well and
run casing.

Sufficient mud materials will be kept on location at d1 times in order to combat

lost circulation, or unexpected kicks. In order to run DST's, open hole logs, and

casing, viscosity, and water loss may have to be adjusted to meet these CDGdS
Page 2




12.

13.

APPLICATION TO DRILL

LCX ENERGY, LLC.
1823 FEDERAL COM. #181
UNIT "O" SECTION 18
T18S-R23E EDDY CO. NM

LOGGING, CORING, AND TESTING PROGRAM:

A. Open hole logs: Log vertical hole withDual Induction, SNP, MSFL, LDT, Gamma
Ray, Caliper from TVD back to the 9 5/8" casing shoe.

B. Cased hole log Gamma Ray, Neutron from 9 5/8" casing shoe back to surface.
C. Rig up mud logger on hole at 3700'%.

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

POTENTIAL HAZARDS:

No abnormal pressures or temperatures are expected. There is no known presence
of H2?S in this area. If H2S is encountered the operator will comply with the
provisions of Onshore 0il and Gas Order No. 6. No lost circulation is expected
to occur. ALl personnel will be familiar with all aspects of safe operation of
equipment being used to drill this well. Estimated BHP _350Q PSI, and
Estimated BHT 165° . )

ANTICIPATED STARTING DATE AND DURATION OF OPERATION:

Road and location construction will begin after the BLM has approved the APD.
Anticipated spud date will be as soon after BLM approval and as soon &as a rig
will be available. Move in operation and drilling is expected to tzke 40

days. If production casing is-run then an additional 30 days will be needed
to complete well and construct surface facilities and/or lay flowlines in crder
to place well on production.

OTHER FACETS OF OPERATIONS:

After running casing, cased hole Gamma Ray, Neutron Collar logs will be run
from TD back to all possible productive zones. The Wolfcamp formation
will be perforated and stimulated in order to establish production. The well
will be swab tested and potentialed asa gas well.

Page 3




LCX ENERGY, LLC
110 N. Marienfeld St., Suite 200
Midland, TX 79701
April 26, 2006

Horizontal Drilling Procedure
Abo Wildcat Horizontals
(Eddy Co., NM)

1. Drill 26" hole to 40’. Set 40’ of 20" conductor pipe and cement to surface with
Redi-mix.

2. Drill 17-1/2" hole to 350",

3. Drill 12-1/4 hole to 1200'. Run and set 1200’ of 9-5/8" 36# J-55 ST&C casing.
Cement with 375 sx of 35/65 Poz/C + 5% NaCl + 6% Bentonite, tail in with 100
sXx. of Class “C” cement + 2% CaCl, circulate cement to surface.

4. Drill 7-7/8" or 8-3/4" hole to approx. 5000'. Set cement kick-off plug from TD to
approx. 4400 ft with 150 sx H + 0.5% dispersant.

5. Dress cement top to desired kick-off point. Drill 7-7/8" curve and land lateral in
pay zone (approx. 4900 ft TVD). Pickup lateral drilling assembly with an 8-3/4" or
7-7/8" bit and drill a +/-4000’ lateral to 660’ from lease line (approx. 4000 ft
vertical section).

6. Run and set 5-1/2" 17# N80 or stronger production casing. Cement 5-1/2" with
acid soluble cement through the lateral and 400 sx 50/50 Poz/C + 10% gel and
tail in with 200 sx C + 200% CaCO3 (acid soluble cement) + fluid loss additive +
retarder (as required), attempting to bring top of cement to 1,000’

Contingency Strings:

If lost circulation occurs in the surface hole:

2a. Run and set 350’ of 13-3/8" 48# H-40 ST&C casing. Cement with 200 sx 35/65
Poz/C + 6% gel and tail in with 200 sx of Class “C” cement + 2% CaCl, circulate
cement to surface.

If hole conditions dictate running a 7" contingency string in the 8-3/4” hole :

4a. Run approx. 5100 ft 7" 26# J55 or stronger casing to TD. Cement with 700 sx
class ‘C’' cement + add’s attempting bringing TOC to approx. 1,000 ft. This may
be done in the vertical pilot hole or at the end of the 8-3/4” curve section.

4b. Run whipstock and cut a window in the 7” casing (or drill out with 6-1/8" BHA if 7"
set at end of curve). Drill to TD.

5a. Step 5 will be omitted.

6a. Run and set approximately 4400 ft 4-1/2" 11.6# N/L80 liner from TD to
approximately 200’ above the window/7" casing shoe. Cement with approx. 110
sx C + 200% CaCO3 (acid soluble cement) + add’s attempting to bring TOC
above liner top.

FRESH WATER WILL BE USED TO DRILL THE 350' HOLE AND THE 1200' HOLE.

THERE IS NO KNOWN PRESENCE OF ANY H,S IN THIS AREA. OTHER WELLS
DRILLED HAVE NOT ENCOUNTERED ANY HYBROGEN SULFIDE WHILE DRILLING.




SURFACE USE PLAN

LCX ENERGY, LLC.
1823 FEDERAL COM. #181
UNIT "O" SECTION 18
T18S-R23E EDDY CO. NM

1ot

G RO2DS &

ZNTSTIY PROPOSZD ROADS: Area meps; Exhibic "B" is a reprocduction o?f =z
County CGeneral Hi-way Mzp. Exhibit "C" is a reproduction of a USGS Topographi
Mzp, showing existing and propused roads. All existlng roads will be meintained
in 2 condicion equal to Or better than current conditions. Any new roads will be
constructad to 3LM spacifications.

4. Exhidit "a" shows the propused well site as stakad.

From Artesia New Mexico take U.S. Hi~way 82 West 34 miles to Hope New Mexico to
the junction with State Road , turn Left (South) go 5 miles, turn Left East
follow newly constructed road 3300' to location.

C. Exhibit "C" is a topographic map showing existing roads and proposed roads.

PLANNED ACCESS ROADS: Approximately 3300' of new road will be constructed.

A, The zccess rvads will be crownad and ditched to 2 12' wide travel surfzce with
a 40' Right-oi-Way.

3, Gradient ui all roads will be less than 5.00%.

C. I turn-vuts are necessary they will be cunstructed.

D. If neaded rvads will be surfaced with a2 mimimum of 4" 0f caliche. This materizl
will be obtained from a local svurce.

I. Center-line for new roads will be flagged. Earth-work will be will be domnz &s
field counditions require.

. Culverts will be placed in the access ruvad if they are necessary. The ruads
will be cunstructed tou utilaze low water crussings for drazinazge as requirsd by
tupugraohy.

LOCATIONS OF EXISTING WELLS IN A ONE MILE RaDIUS. EXHIBIT "a-1"

A. Water wells One 1.7 miles Northeast of location.

3. Dispusal wells - None known

C. Drilling wells ~ None known

D. Producing wells - As shown on Exhibit "A-1"

E. Abandoned wells - As shown on Exhibit "A-1"

Page 4




SURFACE USE PLAN

LCX ENERGY, LLC.
1823 FEDERAL COM. #181
UNIT "O" SECTION 18
T18S-R23E EDDY CO. NM

If on completion this well is a producer the operator will lay pipelines and
construct powerlines along.existing road R-0-W's or other.existing R-0-W's.

Exhibit "C" shows proposed routes of roads, flowlines and powerlines.

LOCATION AND TYPE OF WATER SUPPLY

Water will be purchased locally from a commercial source znd trucked over the
access roads or piped to location in flexible lines lzid on top of the ground.

SOURCE OF CONSTRUCTION MATERIAL:

If possible construction nate*ial will .be obtazined from the excavation of drill site,
if additional materiel is needed it will be obtained from z loczl source ch trans-
ported over the access roads as shown on Exhibit 'CU.

OF HANDLING WASTE MATERIAL:

S
A, Drill cuttings will be disposed of in the reserve pits,

sh, junk znd other waste materizl will be. contained in trash cages or
trasn t revent scatgerln . When the job 'is completed all contents will
be removed and disposed of in a approved sanitary land fill:

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

D. Waste water from living quaters will be drzined into holes with a munium of 10'.
These holes will be covered during drilling and 1 be back filleé when the
well is completed. A Porto-John will be provided for the rig crews. This
equipment will be properly meintzined during the drilling and completion operations
and will be removed when zll operations are complete.

r1

Remaziniag drilling fluids will be zllowed to eveaporate in the reserve pits ul
the pits zre dry enough to be broken out for furthed drying. If the c**llln:
fluids do not ewveaporate in z reasonzble time they will be hauled off by transsorlts
to a state approve disposal site. Later pips will be broken out to speed dryi
Water produced during completion will be put in reserve pits. 0il and ccndcerns

procduced will bes put in storage tanks and sold.

ir strips will be constructed on location.

Page 5




SURFACE USE PLAN

LCX ENERGY, LLC.
1823 FEDERAL COM. #181
UNIT "O" SECTION 18
T18S-R23E EDDY CO. NM

9. . WELL SITE LAYOUT:

10.

A.

B.

Exhibit "D" shows the proposed well site layout.

This Exhibit shows the location of reserve pit, sump pits, and
living facilities.

. Mud pits in the active circulating system will be steel pits and

the reserve pits will be unlined unless subsurface conditions
encontered during pit construction indicate that a plastic liner
is required to contain lateral migration.

If needed the reserve pits will be lined with polyethelene. The
pit liner will be no less than 6 mils thick and the liner will be
extended at least 3 feet over the top of the dikes and secured in
place to keep edge of liner in place.

The reserve pit will be fenced on three sides and fenced with four
strands of barbed wire during drilling and completionphases. The
4th side will be fenced after drilling operations are complete and
the drilling rig has moved out.If the well is a producer the mud
pits will remain fenced in until the mud has dried up enough to
break out the pits and reclaimed according to BLM requirements.

PLANS FOR RESTORATION OF SURFACE:

Rehabilitation of the location and reserve pits will be allowed to dry
properly, fluids may be moved and disposed of in accordance with article
7-E 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 furture erosian. In case of the well completed as a prod-
ucer the drilling pad will be necessary to construct production facil-
ities. After the area has been shaped and contoured top soil from the
spoil pile will be placed over the disturbed area to the extent possible
so that revegetation procedures can be accomplished to comply with the

BLM specifications.

If the well is a dry hole the pad and road area will be contoured
to match the existing terrain. Top soil will be spread to the extent
possible and revegetation will be carried out according to the BLM

specifications.

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

Page 6




11.

13.

SURFACE USE PLAN

LCX ENERGY, LLC.
1823 FEDERAL COM. #181
UNIT "O" SECTION 18
T18S-R23E EDDY CO. NM

OTHER INFORMATION:

A. The project area is located on open rolling plain, relatively flat with
drainage to the Northeast. Soils are tan-brown to grey, lloamy sand silty
with minor amounts of caliche. Vegetation consists of various native grasses,
loco weed, broom snakeweed, yucca, prickley pear, cholla, and scorpion weed.

8. The surface location is on State of New Mexico land. This land is used for
grazing of livestock.

C. An archaeological survey will be conducted on the access roads and drilling
pad, the results will be filed with The Bureau of Land Management in the

Carlsbad Field Office.
D. There are no dwellings in the near vicinity of the location.

OPERATORS REPRESENTIVE:

Before Construction: During and after construction:
TIERRA EXPLORATION, INC LCX ENERGY, LLC.

P.0. BOX 2188 110 NORTH MARIENFELD

HOBBS, NEW MEXICO 88241 SUITE 200

JOE T. JANICA MIDLAND, TEXAS 79701

OFFICE PHONE 505-391-8503 FRANK NIX 432-682-8553

CELL PHONE 505-390-1598 :

CERTIFICATION: I hereby certify that I or persons under my direct supervision
have inspected the proposed drill site and access route, that I am fimiliar with
the conditions which currently exist, that the statements made in this plan are
to the best of my knowledge are true, and correct, and that the work associated
with the operations proposed herein will be performed by LCX ENERGY, LLC.

it's contractors/subcontractors is in the conformity with this plan and the
terms and conditions under which it is approved. This statement is subject to the
provision of U.S5.C. 1001 for the filing of a false statement.

) Z _
NAME : Joe T. Janica \J/%{F
08/08/06 L// C:;//

TITLE . Agent

DATE
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EXHIBIT "D"
RIG LAY OUT PLAT

LCX ENERGY, LLC.
1823 FEDERAL COM. #181
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EXHIBIT "E"
SKETCH OF B.0.P. TO BE USED ON

LCX ENERGY, LLC.
1823 FEDERAL COM. #181
UNIT "O" SECTION 18
T18S-R23E EDDY CO. NM
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SPECIAL DRILLING STIPULATIONS

THE FOLLOWING DATA [S REQUIRED ON THE WELL SIGN

Operator's Name:_LCX Energy, LLC. Well Name & #:_1823 Fed. Com. #]81
Location _660 FS L&_1880 F _E L;Sec. 18 ,T._18 _S,R._23 E.
Lease #: _NM-108938 County: __Eddy State: New Mexico

Bottom Hole: 660 FNL & 1880 FEL, Section 18, T. I8 S., R. 23 E.

The Special stipulations check marked below are applicable to the above described well and approval of this application to drill is
conditioned upon compliance with such stipulations in addition to the General Requirements. The permittee should be familiar with the
General Requirements, a copy of which is available from a Bureau of Land Management office. EACH PERMITTEE HAS THE RIGHT
OF ADMINISTRATIVE APPEAL TO THESE STIPULATIONS PURSUANT TO TITLE 43 CFR 3165.3 AND 3165.4.

This permit is valid for a period of one year from the date of approval or until lease expiration or termination whichever is shorter.

I SPECIAL ENVIRONMENT REQUIREMENTS

() Lesser Prairie Chicken (stips attached) () Flood plain (stips attached)
() Sun Simon Swale (stips attached) (x ) Other See attached Aplomado Falcon Habitat Stipulations

1. ON LEASE - SURFACE REQUIREMENTS PRIOR TO DRILLING

( x ) The BLM will monitor construction of this drill site. Notify the ( x ) Carlsbad Field Office at (505) 234-5972 () Hobbs Office
(505) 393-3612, at least 3 working days prior to commencing construction.

( x ) Roads and the drill pad for this well must be surfaced with __ 6 inches of compacted caliche upon completion of well and it is
determined to be a producer.

() All topsoil and vegetation encountered during the construction of the drill site area will be stockpiled and made available for
resurfacing of the disturbed area after completion of the drilling operation. Topsoil on the subject location is approximately inches
in depth. Approximately cubic yards of topsoil material will be stockpiled for reclamation.

() Other.

118 WELL COMPLETION REQUIREMENTS

( ) A Communitization Agreement covering the acreage dedicated to the well must be filed for approval with the BLM. The effective
date of the agreement must be prior to any sales.

( x ) Surface Restoration: If the well is a producer, the reserve pit(s) will be backfilled when dry, and cut-and-fill slopes will be reduced
to a slope of 3:1 or less. All areas of the pad not necessary for production must be re-contoured to resemble the original contours of the

surrounding terrain, and topsoil must be re-distributed and re-seeded with a drill equipped with a depth indicator (set at depth of ¥ inch)
with the following seed mixture, in pounds of Pure Live Seed (PLS), per acre. If broadcasting, the seeding rate must be doubled.

( ) A. Seed Mixture 1 (Loamy Sites) ( ) B. Seed Mixture 2 (Sandy Sites)
Side Oats Grama (Bouteloua curtipendula) 5.0 Sand Dropseed (Sporobolus crptandrus) 1.0
Sand Dropseed (Sporobolus cryptandrus) 1.0 Sand Lovegrass (Eragostis trichodes) 1.0
Plains lovegrass (Eragrostis intermedia) 0.5 Plains Bristlegrass (Seraria magrostachya) 2.0
() C. Seed Mixture 3 (Shallow Sites) () D. Seed Mixture 4 (Gypsum Sites)
Side oats Grama (Bouteloua curtipendula) 5.0 Alkali Sacaton (Sporobolus airoides) 1.0
Green Spangletop (Leptochloa dubia) 2.0 Four-Wing Saltbush (4triplex canescens) 5.0

Plains Bristlegrass (Setaria magrostachya) 1.0
(x ) OTHER SEE ATTACHED SEED MIXTURE

Sceding should be done either late in the fail (September 15 - November 13, before freeze up, or early as possible the following spring to
take advantage of available ground moisture.

() Other




RESERVE PIT CONSTRUCTION STANDARDS

The rescrve pit shall be constructed entirely in cut material and lined with 6-mil plastic.

Mineral material extracted from within the boundary of the APD during construction of the well pad and reserve pits and be used for the
construction of this well pad and its immediate access road only, as long as that portion of the access road it is use on remains on-lease.
Removal of any additional material from this location for construction or improvement of other well pads and other access or lease roads
must first be purchased from BLM.

Reclamation: Reclamation of this type of deep pit will consist of pushing the pit walls into the pit when sufficiently dry to support track
equipment. The pit liner is NOT TO BE RUPTURED to facilitate drying; a ten month period after completion of the well is allowed for

drying of the pit contents.
The pit area must be contoured to the natural terrain with all contaminated drilling mud buried with at least 3 feet of clean soil. The

reclaimed area will then be seeded as specified in this permit.

OPTIONAL PIT CONSTRUCTION STANDARDS

The reserve pit may be constructed in predominantly fill material if:
(1 Lined as specified above and

(2) A temporary or emergency pit may be constructed immediately adjacent to the reserve pit as long as the pit remains within the APD
boundary. Mineral material removed from this pit may be used for the construction of this well pad only and its immediate access road,
as long as that portion of the access road the material is used on remains on-lease. Removal of any material from the APD boundary for
use on other well locations or roads must first be purchased from BLM.

Reclamation of the reserve pit consists of bulldozing all reserve pit contents and contaminants into the borrow pit and covering with a
minimum of 3 feet of clean soil material. The entire area must be re-contoured, all trash removed, and reseeded as specified in this
permit.

CULTURAL
Whether or not an archaeological survey has been completed and notwithstanding that operations are being conducted as approved, the
lessec/operator/grantee shall notify the BLM immediately if previously unidentified cultural resources are observed during surface
disturbing operations. From the time of the observation, the lessee/operator/grantee shall avoid operations that will result in disturbance
to these cultural resources until directed to process by BLM.

TRASH PIT STIPS
All trash, junk, and other waste material shall be contained in trash cages or bins to prevent scattering and will be removed and deposited
in an approved sanitary landfill. Burial on site is not permitted.




CONDITIONS OF APPROVAL - DRILLING

Operator's Name: LCX Energy LL.C

Well Name & No. 1823 Federal Com #181

Surface Location: 660’ FSL, 1880’ FEL, Section 18, T. 18 S., R. 23 E., Eddy County, New Mexico
Bottom Location: 660’ FNL, 1880’ FEL, Section 18, T. 18 S., R. 23 E., Eddy County, New Mexico
Lease: NM-108938

I. DRILLING OPERATIONS REQUIREMENTS:

1. The Bureau of Land Management (BLM) is to be notified at the Carlsbad Field Office, 620 East Greene St.,
Carlsbad, NM 88220, (505) 361-2822 for wells in Eddy County in sufficient time for a representative to witness:

A. Well spud

B. Cementing casing: 13-3/8" inch 9-5/8 inch _5-1/2 inch

* 13-3/8 inch surface casing will be set at 350 feet if lost circulation is encountered while driliing the surface hole.
C. BOP tests

2. Unless the production casing has been run and cemented or the well has been properly plugged, the drilling
rig shall not be removed from over the hole without prior approval.

3. Submit a Sundry Notice (Form 3160-5, one original and five copies) for each casing string, describing the
casing and cementing operations. Include pertinent information such as; spud date, hole size, casing ( size,
weight, grade and thread type), cement (type, quantity and top), water zones and problems or hazards
encountered. The Sundry shall be submitted within 15 days of completion of each casing string. The reports
may be combined into the same Sundry if they fall within the same 15-day time frame.

4. The API No. assigned to the well by NMOCD shall be included on the subsequent report of setting the first
casing string.

5. A Communitization Agreement covering the acreage dedicated to this well must be filed for approval with the
BLM. The effective date of the agreement shall be prior to any sales.

Il. CASING:

1. The 9-5/8 inch surface casing shall be set at approximately 1200 feet and cement circulated to the surface. If
cement does not circulate to the surface the appropriate BLM office shall be notified and a temperature survey or
cement bond log shall be run to verify the top of the cement. Remedial cementing shall be completed prior to
drilling out that string.

2. The minimum required fill of cement behind the _5-1/2 inch production casing is to reach at least 500 feet
above the top of the uppermost hydrocarbon productive interval .

ll. PRESSURE CONTROL:

1. All BOP systems and related equipment shall comply with well control requirements as described in Onshore
Oil and Gas Order No. 2. The BOP and related equipment shall be installed and operational before drilling
below the 8-58/8 inch casing shoe and shall be tested as described in Onshore Order No. 2. Any equipment
failing to test satisfactorily shall be repaired or replaced.

2. Minimum working pressure of the blowout preventer and related equipment (BOPE) shall be 2000 psi.

3. The appropriate BLM office shall be notified in sufficient time for a representative to witness the tests.
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The tests shall be done by an independent service company.
The results of the test shall be reported to the appropriate BLM office.

e Testing fluid must be water or an appropriate clear liquid suitable for sub-freezing temperatures. Use of
drilling mud for testing is not permitted since it can mask small leaks.

e Testing must be done in a safe workman-like manner. Hard line connections shall be required.

IV. DRILLING MUD:

Mud system monitoring equipment, with derrick floor indicators and visual and audio alarms, shall be operating
before drilling into the _Wolfcamp __ formation, and shall be used until production casing is run and cemented.
Monitoring equipment shall consist of the following:

e Recording pit level indicator to indicate volume gains and losses.
e Mud measuring device for accurately determining the mud volumes necessary to fill the hole during trips.
¢ Flow-sensor on the flow-line to warn of abnormal mud returns from the well.
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