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5. Leases Seral No.

iA  NM-22080

BUREAU OF LAND MANAGEMENT OCD-ARTES
APPLICATION FOR PERMIT TO DRILL OR REENTER

6. If Indian, Allotes or Tribe Nams

. Tuprofwor:  BOYDRILL [_JresnTER

. Typz of Weil: @Oil Well D.Ge_s Well DOther

7 If Unit or CA Agreement, Name and No.

S e e e e s e . S

8. Leass Name and Well No.
FEDERAL "1" # 2

@Singl: Zone D.‘viuhiplc Zone
REEF EXPLORATION, L.P.

(JOHN MULLOY 432-687-0323)

Name of Qperator

9. APl Well No.

30 - 0155578

3b. Phone No. (include area code)
432~687-0320

Adcéress 008 WEST WALL SUITE 700
MIDLAND, TEXAS 79701

10. Field and Pool, or Exploratory by E
LIVINGSTON RIDGE DELAWARE ___

-

Location of Well (Report location clearly and in accordance with ary S:zte reqiarements.”)
Atswhce 560" FNL & 810" FEL SECTION 1 T23S-R31E
At proposec prod. zone SAME CARLSBAD CONTROLLED WATER BASIN

A
A%l

11.Sec., T.R- M. or Blk.and Survey or

SECTION 1 T23S-R31E

14, Disizace in mules and direction from nzarest town or post offics® 12. County or Parish 13. Statz
Approximately 27 miles East Southeast of Carlsbad New Mexico EDDY CO. M
15. Distence from propesed* 16. No. of acresin lease 17. Spacing Unit dedicated 10 this well
location 10 nzaresi )
proparv orlease line ft. 560" 1280 40
{Alz0 tonzarest drig. unit line, 1 2ny)
18. Disizace from propossd location® 19. Proposzd Depla 20. BLM/BIA Bond No. on file
to nzzrest well, dnlhing, completed, 1 Y , _
applizd for, on this lease, fu 320 8,500 NMB~000482
21, Elevations (Show whether DF, KDB, RT. GL. exc) 22 Approximate date work will stan® 23, Estimatzd duration

v,

GL

3484" WHEN- APPROVED

30 days

24, "Attachments

The following, completed 1n accordance with the requirements of Onshere Oil 2nd Gas Order No 1, shall be attached to this form:

Well plat cenified by a ragisterad surveyor. 4

A Dnlling Plan. ftem 20 above).

A Surface Use Plaa (if the locaticn is on National Forest System Lzads, the 3. Operator cerufication
SUPO shall be filed with the eppropriate Forest Seevice Office). 6.

authorized officer.

Such ather site specific information and'or plans as may be required &

Bond to cover the operations unless covered by an existing bond on {ils (522

s
i

<)
13, Signptre - Neme (Printed Typed) Date
' ,D/] A7 Joe T. Janica 07/23/07
il
Approved by (Sigrziure) o Name (Printed Typed) Date
Jezse S Suen 107

b

tle Office

42" STATE DIRECTOR

NM STATE OFFICE

A

conduct operations thereon.
Conditions of approval, if any,

oplication approval does not warrant o T
If earthen pits are used i

ra
ars

attach

-=~tiaamehalde eoalarequitable title o those rights in the subject!

Kse which would eatitle the apglicantto

PPROVAL FOR TWO YEARS

association with the drilling of this

Ti
St

de 18 USC. Secion 1001 and Tide 43 U Well, an OCD pit permit must be

on.

~.and willfully to make to any department or 2gency of the United

atesany false, ficutious or fraudulent s

SEEATTACHED FOR
CONDITIONS OF APPROVAL

obtained prior to pit construction,

T\?'

-4

APPROVAL SUBIECT TO

GENERAL REQUIREMENTS
AND SPECIAL STIPULATIONS

ATTACHED

a2 R

e
QR
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, State of New Mexico Form C-102
1625 N. French Dr.,'Hobbs, NM 88240

) Energy, Minerals & Natural Resources Department Submit to Aﬁ;:?;;:::t;?:;:?'ofggi
- . . State Lease — 4 Copie
1301 W. Grand Avenue, Artesia, NM 88210 OIL CONSERVATION DIVISION Fee Lease - 3 COPie:
1220 South St. Frances Dr.
DISTRICT Il
1000 Rio Brazos Rd., Aztec, NM 87410 Santa Fe, NM 87505
DISTRICT IY
1220 S. St. Francis Dr., Santa Fe, NM 87505 . O AMENDED REPORT
WELL LOCATION AND ACREAGE DEDICATION PLAT
API Number Pool Code Pool Name
T 34390 | LIVINGSTON RIDGE-DELAWARE SOUTHEAST
Property Code Property Name Well Number
27 353 FEDERAL "1” 2
OGRID No. Operator Name Elevation
246083 REEF EXPLORATION, L.P. 3484’
Surface Location
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
A 1 23 S 31 E 560 NORTH 810 EAST 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
Dedicated Acres Joint or Infill Consolidation Code Order No.
40

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

. W
LITPPIRTRITA

111_77'
E , - , OPERATOR CERTIFICATION
3438.9 ___ ———3486.5
|oTTTM I hereby certify the the wnformation contained herewm 13 true and complete to
0 the best of my knowladge ond belief, ond that Uhs organwzaiwn tither ount o
! , working wierest or unleased maneral wntereshn the land includng the proposed
810——'-~ battom hole locahon or has @ nght to drl Uhs well af this locahon pursuant to
\ a conbract unth an owner of such a muneral or working wlerest, or lo a
N \ valuntary pookng ogreement or @ compulsory pooling order hereiofors enleved by
34&:4.4' 3496.7' |\ | the dwrsion
N NM-22080 l
2 /- s
R Signature Date
Plane Coordinate
= "
§ D S8Ese A\ Joe T. Jénica 07/23/07
Geodetic QQ’QFd'l'ngtg Printed Name'
tet. 32°20°20.52" M
Long. 103°43'30.33" W
(NAD ’27)
SURVEYOR CERTIFICATION
I hereby cerirfy that the well location shown
on this plat was plotted from field notes of
urveys made by me or under my
son and that the same 1s true and
to the best of my belef
July 12, 2007
Date of Survey .\“\\:".‘,‘;’“M‘L\(,A
Signature & Seal of‘\Px:ofessiok}xé'I:'Séfveyo?.,'
: R N ‘\..

NOTE: § : 1\ o)

1) Plane Coordinates shown hereon are Transverse / 3 s S ceeor? —*
Mercator Grid and Conform to the "New Mexico A — -1 .2
Coordinate System”, New Mexico East Zone, North . W.0. Num. '20'07 ~0578 1. Ry
American Datum of 1927, Distances shown hereon are - AT
mean horizontal surfoc% values. Certificate No. MACON McDONALD ‘121\§5

EXHIBIT "A"



SECTION 1, TOWNSHIP 23 SOUTH, RANGE 31 EAST,

=
N.M.P.M. §
~  ERPDY COUNTY NEW MEXICO 3
&
3
3478.9° 600, 3486.5° ?J
>
150" NORTH
OFFSET
Elev. 3480.8'
[m]
3 o o o] §
N 150" WEST FEDERAL ™" #2 150" EAST
OFFSET Gr. EL 3,483.6" OFFSET
Elev. 3482.5' Lat. 32720°20.59" N Elev. 3486.8’
Long. 103'43'30.33" W
(NAD '27)
2153 LF. OF NEW
ACCESS ROAD
=TT\ o
=TT 7T 150' SOUTH
ISR S Vo OFFSET
=T \\ \ Elev. 3487.3'
\
\ O\
\ \\ 1155 LF. OF NEW
\\ \ ACCESS ROAD
o
\
y .
3484.4' \ \ 6500’ 3496.7
o\
\
v 100 0 100 200
DRIVING DIRECTIONS W HHEHEHHEHE = !

FROM THE INTERSECTION OF STATE HIGHWAYS 18 AND 128 IN JAL,
NM, GO NORTHWEST ON STATE HIGHWAY 128 APPROXIMATELY 35
MILES TO RED RD. ON NORTH (RIGHT) SIDE OF HIGHWAY, THEN GO
NORTH ALONG RED RD. 5.0 MILES TO MILLS RANCH RD. ON EAST
(RIGHT) SIDE OF ROAD, THEN GO EAST ALONG MILLS RANCH ROAD
0.6 MILE TO A LEASE ROAD ON NORTH (LEFT) SIDE OF ROAD, THEN
GO NORTH ALONG SAID LEASE ROAD 0.2 MILE TO A WELL PAD,
CONTINUE NORTH ANOTHER 0.2 MILE TO ANOTHER WELL PAD, THEN
TURN EAST (RIGHT) AND GO 0.2 MILE TO A NORTH—SOUTH LEASE
ROAD, THEN GO NORTH ALONG LEASE ROAD AT 0.1 MILE PASS A
WELL PAD, CONTINUING IN ALL 0.3 MILE TO AN EXISTING WELL PAD
AND THE PROPOSED FEDERAL "1" #1 LOCATION, THEN GO NORTH
ALONG A PROPOSED ACCESS ROAD 0.2 MILE TO THE PROPOSED
LOCATION.

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

PANY

'Midland, Inc.

Graphic Scale in Feet

REEF EXPLORATION, L.P.

FEDERAL "1" 82

Located 560" FNL & 810’ FEL, Section 1
Township 23 South, Range 31 East, N.M.P.M.
Eddy County, New Mexico

Drawn By: LVA Date: July 16, 2007

Scale: 1"=100’ Field Book: 369 / 59-61, 374 / 37-38

Revision Date: Quadrangle: Bootleg Ridge

W.0. No: 2007-0578-1

Owg. No.: L—2007-0578-A




APPLICATION TO DRILL

REEF EXPLORATION, L. P.
FEDERAL "1" #2
UNIT "A" SECTION 1
T23S-R31E  EDDY CO. NM

A3 ESDO se <O CLPSL_.O .5 S\ C 153 C.-..- S‘_\.‘_O.l LL O >ou 2uein }\(.LL O, e QLLCW E
- b [ LU~ P
.LO- -C—»_Os. on 2 DOV" WL l 0V \.‘-‘C ro7 jc\-- InIormecTion

1. LOCATION: 560! FNL & 810' FEL SECTION 1 T23S~-R31E EDDY CO, NM

LIVATION A3QVE S=4 LEZVZIL: 3484"' GL

(3]
431

3. GIOLOGIC NAMZI OF SURZACE TORMATION: Quatertnery 42o0lizn Dadosits
: 4 Ve aie < O .
, et~ mAAT e =
L, DRILLING TOOLS AND ASSOCIATZD ZQUIPMINT: Conventionel rtete ]
i e e \ atiomel retary drilling rig using
rillin g mud &5 & circulating madivm for solics removel Ir hole ) i
LL T ~ LT00 o
5. PR020SZD DRILLINC DIZTEH 8500'
5. ZSTIMATZD TO2S 0F GILCOCGIC:sL MAAXZZS:
' —- A it
Rustler Anhydrite 764" Cherry Canvon 5863"
-~ 1 ' )
Castile 1189 Brushy Canmyon 6673
Am A 1
San Andres 5152 Bone Spring 8375"
7. P0SSISLE MINZIRAL BIARING FORMATION
Delaware 0il
G. CASING 220G22M:
':_: l" e - e maeeso - . .
ols Size Inzezvel CD ¢ Casinz walzhc Threzd Collz Cracea
inTecc orle”T :T2C2

i 1 v
26 0-40" 20 NA NA NA Conductor

17" 0-860" 13 3/8" 483 8-R ST&C E-40  New

1" 0- 4500'5<¢ 8 5/8" 324 8-R ST &CC J- 5:0 Jew
:' — - -y — ~———p —

0-8500" /‘dl’ﬁc 17# - CO %«LQ—«""\%QQ 500

LT& “ /

ANSN &

7 7/8" 33"
155#§ R~ & Qh\__\S Osl~
Collapse 1.125 Burst 1.00 Tension 1.8 Bedy Yleld 1.

Swre (P

SCN,(’_ _ (9'900 pticsy

Page 1



oW MULLOY ASSOCIATES, IKG.,

Uoigires rina & Cronsiiipy

SJOHNNY AL DY
Iresiddond

August 8, 2007

Wesley Ingram
BLM

Attached are casing designs that Reef Exploration. L.P. will utilize on the following
wells:

Section 1. T-23-S, R-31-E  Federal 17 Well #1.2,3 & 4
Section 12. T-23-S.R-31-E  Federal “12” Well#1 & 2

The intermediate casing will be:

4300° of 8 5/8” OD. 32 #/ft. J-55, ST&C New Casing
200" of 8 5/8” 0D, 32 #/ft, S<95. LT&C New Casing
L3 €5

The production casing will be:
8500° of 57" OD 17 #/ft 180rL80 LTC R3 New Casing

Thank vou for your assistance in this matter and should you have additional questions.
please let us know.




ArPLICATIUN 1O DRILL

‘ REEF EXPLORATION, L. P.
FEDERAL "1" #2

UNIT "A" SECTION 1

T23S-R31E EDDY CO. NM

CASING CEMENTING & SETTING DEPTES:

£ 20" conductor pipe a2nd cement to surlzce with

20" Ccnéuctor Ser 40' o
R Redi-mix.

13 3/8" Surface Set 860'x 13 3/8" 48# E-40 ST&C casing. Cement with280 Sy,
of Premiuvn Plus cexment ZZ CaCl, + .1251%=/Sx. Poly-I-Tlzke,
12.615/Gal, yield 1.93 &ufc/Sx., tili in with 545 Sx. of
Clzss "C" Premiuvm Plus cement + 27 CaCl yield l.34cuir/Sx
circulzce cement to surizce.

5/8" Intermadizte  Set 4500" of 8 5/8" 32# J-55 ST&C caing. Cement with 970 Sx.
of interfill Clzss "C" cement + 1/81b/S» yield 2.45 cuit/Sx.
Tzil in with 300 Sx. of S841b/Sx Premium PLus cezent + 1]
CaCl. yield 1.33 cuft/Sx. circulate cement to surizce

33" Production Sat 8300' of 5i" 17 & 135.5# J-535 LT&C casing. Cement with
255 Sx. of Interfill cemsnt + zdditives, yvield 2.45 cuft/Sx.
Tail in with 405 Sx. of 50/50 P0Z premium cement +27 Gel +
5 1p-s2lt/Sx. +.47 Ealad(R)-9 return top of cement to at
least 300' into Intermedizte cazsing. Yield 1.31

10. PRESSURE CONTROL EQUIPMENT: Exhibit "E'" shows a2 900 Sexries 3000 PSI working

oressure 3.0.P. consisting of an annular bag type preventor, middle blind rams,

and bout01 pipe rams. The B.0.P. will be nippled up on the 13 3/8" casing and

tested to API specificztions. The B.0.P. will be operated at least once In ezch

24 hour period and the blind rams will be operated when the drill pipe is out of

the hole on trips. Full opening stabbing valve and upper kelly cock will be

evailable in case of need.Exhibit "E-1" shows a hydraulically operated closing
vnit zad a 3" 5000 PSI working pressure choke manifold with dual adjustable
chokes. No abnormal pressures or temperatures are expected while drilling of this

well.

11. PROPOSED MUD CIRCULATING SYSTEM:

DEPTH MUD WI. . VISC. FLUID LOSS - TYPE MUD SYSTEM
£0;86QL 8.6-8.¢ 32-3% NC Frash watar Spud mud add
papar to control saedage

860-¢500" 10.0-10.1 28-25 NC Brine water add paper to
control seepage, and high
viscosity swaeps to clean
hole,

£300-8500° 9.0-9.2 28-31 1.3C to Fresh water going to cut

e3§ &2 brine, use high viscesicy

sweens to cleaxm hole.Stazch
to con:trcl water less.

uificient mud materials will be kept on location at 211l times in order to combdat:lost
¢irculation, or unexpectad kicks. In ordér to run DST's, opea hole logs, aad casing

the viscosity and/or the water loss may have to be azdjusted to meet these neads.

?



[y
Wy

Yt
(O8]

b—s

r~

APPLICATION TO DRILL

REEF EXPLORATION, L. P.
FEDERAL "1" #2

UNIT "A" SECTION 1

T23S-R31E  EDDY CO. NM

LOGGING, CORING, AND TESTING PROGRAM:

A. Open hole logs: Dual Laterolog, LDT, CNL, MSFL, Gamma Ray, Caliper from TID

back to 8 5/8" casing shoe. Gamma Ray , CNL from 8 5/8" casing shoe back to
Surface.

B. Mud logger on hole at 4600+' and remain on hole to TD.

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

QTHZ2 FACZITS OF QPZR2ATIONS

LIger running casing

:"C" D 'q-C,. o) -

- - . - [SR=N S - < -

will ta zaricrazed = < 2 s
LR ) *em - - - 2 - ;e - - P -

will ¢ swWal Teéstaec anc getantizlec 235 an oll well.
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/—— Sump Pit

l
|
3 | i l
| | { /— Flare Line
| | |z
l = 95' =
= [ l ] ¥
‘ Choke
e ' | ! T Manifold 3
- L 11 ]
ﬂ Steel Pits & |
1
L D o5 ~ 5
! \ ~
Catwalk
5355 Cellar — (o 3
_ -
S Dog House — i
Prevelling o Pipe Racks _
Winds 7| ©
T O
N
Trailer House | & ACCESS ROAD
A R S
| 145’ < 120 f

= Wind Direction Inclcators /% gy e
(wind sock or sweamers) 40 M%
V- Beas A

H2S Monitors
(elerms et bell nigcle end shele shaker)

Briefing Areas
Remete EQP Closing Unit

o

0n oo

Si¢n end Cenditicn Flags EXHIBIT "D"
RIG LAY OUT PLAT

REEF EXPLORATION, L. P.
FERERAL "1" #2

UNIT "A" SECTION 1

T235-R31E  EDDY CO. NM




/ FLOW LINE

3" 1lines _’/./V’\ii H-—— H7=—>- 7o Croke Menilold —

;
X‘~C~ e’
Pnﬁvk L_——————]

/-/’j
‘QRANGEﬂEfTSRnA
CCO Sarizs

3000 2SI W

S

EXHIBIT "E"
SKETCH OF B.0.P. TO BE USED ON

REEF EXPLORATION, L. P.
FEDERAL "1" #2

UNIT "A" SECTION 1

T23S-R31E . EDDY CO. NM
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BLUWUUL FRXEYENTION
EQUIPMENT
Accumulators
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FILTERS
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REWCTELY OPERATED
OR ASUETAMLE CHCRE

FICURE X&2. Troial dhoke waauloid asse=2ly for fM rated workuing
pressure sence — surface Rsaalatica.

EXHIBIT "E-1"
CHOKE MAINFOLD & CLOSING UNIiT

REEF EXPLORATION, L. P.
FEDERAL "1" #2
UNIT "A" SECTION 1
T23S-R31E EDDY CO. NM




13-4

HYDROGEN SULFIDE DRILLING OPERATIONS PLAN

1. All Company and Contract personnel admitted on location must be trained by a
qualified Hy)S safety instructor to the following:

A. Characteristics of HjS
B. Physical effects and hazzards
C. Proper use of safety equipment and life support systems.

D. Principle and operation of HyS detectors, warning system

and briefing areas.
E. Evacuation procedure, routes and first aid.
F. Proper use of 30 minute pressure demand air pack.

2. "HpS Detection and Alarm Systems

A. HpS detectors and audio alarm system to be located at bell nipple,
end of blooie line (mud pit) and on derrick floor or doghouse.

3. Windsock and/or wind streamers

A. Windsock at mudpit area should be high enough to be visible.
B. Windsock at briefing area should be high enough to be visible.
C. There should be a windsock at entrance to locationm.

4. Condition Flags and Signs

A. VWarning sign on access road to location.
B Flags to be displayed on sign at entrance to location. GCGreen flag,
normal safe condition. Yellow flag indicates potentizl pressure and

danger. Red flag, danger, HyS present in dangerous concentration.
Only emergency personnel admitted to location.

5. Well control equipment
A. See exhibit "E"

6. Communication

A. While working under masks chalkboards will be used for communication.
. 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. 1In most cases cellular telephoned will
be available at most drilling foreman's trailer or living quarters.

[o9]

7. Drillstem Testing

Page 3-A



13-A

HYDROGEN SULFIDE DRILLING OPERATIONS PLAN

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

If H2S is encountered, mud system will be altered if necessary to

maintain control of formation. A mud gas separator will be brought
into service along with H2S scavengers if necessary.

Page 3-B



SURFACE USE PLAN

REEF EXPLORATION, L. P.
FEDERAL "1" #2

UNIT "A" SECTION 1

T23S-R31E  EDDY CO. NM

1. EXISTING AND PROPOSED ROADS:

A. Exhibit "B" is a reporduction of a County General Hi-way map showing existing
roads. Exhibit '"C" is a2 reproduction of 2 USGS topographic map showing exist-
ing roads and and proposed roads. All existing roads will be maintazined in
a condition equal to or better than current conditions. All new roads will
be constructed to BLM specifications.

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

C. Directions to location: From Hobbs New Mexico take U.S. Hi-way 62-180 West
toward Carlsbad New Mexico go 39#mi to MP 67, turn Left (South) go 16.5 miles
Turn Left (East) go .6+ miles, turn Left (North) follow lease road North .4+
miles turn Right (East) Turn North and follow road.6 miles to location.

D. Exhibit "C" shows a topographic map showing proposed roads, flowlines, and power-
lines.

2. PLANNED ACCESS ROADS: Approximately 1250' of new road will be comstructed.

A. The zccess roads will ba crowned and sitched to 2 14" wide travel surface,
withia a 30' R-0O-W.

3. CGradient of z2ll roads will be less than 57%.
C

o
=i
h
H
14
0
[
).l
-
LAY

new access roads will
ial will be obtained £

(&3
)
]
4]
= oer
{L
(A

ie .

F. Culvevrts will be placed in the access rozd as drainage conditions recquire.
Recads will be constructed to use low water crossings for drainzgs as raquirsd
ty the topographic conditions.

3. LOCATION OF EXISTING WZLLS WITHIN A ONI MILE RADIUS: EXFEIZIT "a-1"

A, Water wells - none known

B. Disposal wells - none known

C. Drilling wells - none known

1" tr

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

) o 1" 1
E. 4&bandoned wells - As shown on Exhibit "A-l

:Page 4



SURFACE USE PLAN

REEF EXPLORATION, L. P.
FEDERAL "1" #2

UNIT "A" SECTION 1

T23S-R31E EDDY CO. NM

4. 1f 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 roads , flowlines and powerlines.

7.

. LOCATION & TYPE OF WATER SUPPLY:

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

SOURCE OF CONSTRUCTION MATERIAL:

If possible construction material will be obtained from the excavation of the drill
site, 1f additional material is required it will be obtained from a local source
and transported over the location access roads as shown on Exhibit '"C".

METHODS OF HANDLING WASTE:

A.

All trash, junk and other waste material will be contained in trash cages or
trash bins in order to prevent scattering. When the job is completed all con-
tents will be removed and disposed of in an approved sanitary land fill.

. Sewage from living quatersw will be drained into holding tanks and will be

cleaned out periodically. A Porta~John will be provided for the rig crews. This
equipment will be properly maintained during the drilling operations and
removed upon completion of well.

. Remaining drilling fluids will be allowed to evaporate in the reserve pits until

the pits are dry erough to be broken out for further drying. If the drilling
fluids do not evaporate in a reasonable time they will be hauled off by trans-
ports to a State approved disposal site. Later the pits will be broken out to
speed drying. Water produced during completion will be stored in tanks and
disposed of in State approved disposal site. 0il and condensate produced during
completion will be put in storage tanks and sold.

. Drill cuttings will be disposed of in resebev pits or if necessary will be
‘taken to a State approved landfarm and disposed of properly.

. Aﬁy remaining salts or mud additives will be collected by the supplier and
to stock, this includes all broken bags.

8. ANCILLARY FACILITIES:

A. No camps or air strips will be constructed on location.

Page 5



SURFACE USE PLAN

REEF EXPLORATION, L. P.
FEDERAL "1" #2

UNIT "A"
T23S-R31E

SECTION 1
EDDY CO. NM

9. WEZLL SITE LAYOUT:

4. Exhibit '"D" shows the proposed well site layout.

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

C. Mud pits in the active circulating systen will be steel pits and

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

If 1 eeded the reserve pits will be lined with polyethelens. The
pit liner will be no less thanl2 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.

E. Thes reserve pit will be fenced on threa sicdes and fenced with four

strands of berbed wire cduring crilling and completionphases. Tne

tth side will be fenced zfter drilling opareations ave complete and

the drilling rig hes moved out.If the well is a producer the nud

vits will remazin fenced in until the mud has dried up enough to

treak out the pits and reclaimed eaccording to BLM requiremsats.

10. PLANS FTOR RISTORATION OF SURFACE

Reheabiliterion of the location ané reserve pits will be allowed to dry
properly, fluids mav ba moved and dispossd of in accordance with article
7-% as previously noted. The pit erez will then be leveled znd contoured
to conform to the originzl and surrounding arvez. Drainzge systems, if
env will be reshapad to the originzl configursztion with provisions mace
to elleviate furture erosiaz. In case of the well completed as & proc-
ucer the d¢rilling pad will be nz2cessary to-coastruct procduction fecil-
itiss. After thas arez has besenx shzped and coatcurad top soil from the
socil pile will be placed over the cdisturdad areg Lo tha extent pcssidlz
so that revesgzetation procedurss can b accomplishad to comply with the
BLM specificactions.

If the well is z dry hole the pad and road arzz will be contoursd

to macch the existing terrain. Top scil will b2 spread to the extent
possible ané revagestation will be carried out zccording te tha BLY
specificeatzicns.

]
Shculéd tha wall be 2 producar tha praviously noced procadures will
z2zply to those aresas which are not Teguirad fer production facilicies.
Pzzz €



SURFACE USE PLAN

REEF EXPLORATION, L. P.
FEDERAL "1" #2

UNIT "A" SECTION 1

T23S-R31E EDDY CO. NM

11. OTHER GENERAL INFORMATION:

A.

Topography consists of low lylng sand dunes with a low relied f dip to
the Westerly direction. Soill is tan sand with vegetation conslsting of
mesquite, snake weed, and native grasses.

. The surface and the minerals are owned by The U.S Department ot Interior,

and is administered by The Bureau of Land Management.

. A block archaeological survey has been done on the area that will be

impacted by this project.

. There are no dwellings within two miles of this location.

Flowlines and powerlines will be constructed along existing roads and
roads that will be constructed in conjunction with the drilling of these
wells.
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CERTIFICATION

I HEREBY CERTIFY THAT I OR PERSONS UNDER MY SUPERVISION HAVE INSPECTED
THE PROPOSED DRILL SITE AND ACCESS ROAD ROUTES, THAT I AM FAMILIAR WITH
THE CONDITIONS THAT CURRENTLY EXIST, AND 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 1Re2K FxP\cadien, L. 7, ITS CONTRACTORS OR ITS SUB-
CONTRACTORS IS IN THE CONFORMITY WITH THIS PLAN AND THE TERMS AND THE
CONDITIONS UNDEK WHICH IT IS APPROVED. THIS STATEMENT IS SUBJECT TO THE
PROVISIONS OF U.S.C. 1001 FOR THE FILING OF A FALSE STATEMENT.

OPERATORS REPRESENTIVEVES:

BEFORE CONSTRUCTION ‘ DURING & AFTER CONSTRUCTION
JOE T. JANICA J.W.MULLOY
TIERRA EXPLORATION, INC. REEF EXPLORATION, L. P.
P.0.BOX 2188 * 508 WEST WALL STREET
HOBBS, NEW MEXICO 88241 SUITE 700
OFFICE PHONE 505-391-8503 MIDLAND, TEXAS 79701-5028
CELL PHONE 505-390-1598 OFFICE PHONE 432-687-0323

NAME; JOE T. JANICA %f W

DATE ; 07/23/07

TITLE;_ AGENT




SENM-S-22

PRAIRIE CHICKENS

No surface use is allowed during the following time periods; unless otherwise specified, this
stipulation does not apply to operation and maintenance of production facilities.

On the lands described below:

T.23S,,R.31E.
Section 01: ALL

For the purpose of: Protecting Prairie Chickens:

Drilling for oil and gas, and 3-D geophysical exploration operations will not be allowed in Lesser
Prairie Chicken Habitat during the period of March 15 through June 15, each year. During that . .
period, other activities that produce noise or involve human activity, such as the maintenance of
oil and gas facilities, geophysical exploration other than 3-D operations, and pipeline, road, and
well pad construction, will be allowed except between 3:00 a.m. and 9:00 a.m. The 3:00 a.m.
and 9:00 a.m. restriction will not apply to normal, around-the-clock operations, such as venting,
flaring, or pumping, which do not require a human presence during the period. Additionally, no
new drilling will be allowed within up to 200 meters of leks know at the time of permitting.
Normal vehicle use on existing roads will not be restricted. Exhaust noise from pump jack
engines must be muffled or otherwise controlled so as not to exceed 75 db measured at 30 feet
from the source of the noise.

Bureau of Land Management SENM-S-22
Carlsbad Field Office December 1997



CONDITIONS OF APPROVAL - DRILLING

Operator's Name: Reef Exploration, LP

Well Name & No. Federal 1 #2

Location: 560°FNL, 810°FEL, SEC1, T23S, R31E, Eddy County, NM
Lease: NM-22080

---------------------------------------------------------------------------------------------------------------------------------------------------------------------

I. DRILLING OPERATIONS REQUIREMENTS:

A. The Bureau of Land Management (BLM) is to be notified a minimum of 4 hours in advance for a
representative to witness:
1. Spudding well
2. Setting and/or Cementing of all casing strings
3. BOPE tests

o Eddy County call the Carlsbad Field Office, 620 East Greene St., Carlsbad, NM 88220,
(505) 361-2822

B. A Hydrogen Sulfide (H2S) Drilling Plan is N/A.

C. 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.

D. If floor controls are required, (3M or Greater) controls will be on the rig floor, unobstructed,
readily accessible to the driller and will be operational at all times during drilling and/or
completion activities. Rig floor is defined as the area immediately around the rotary table; the area
immediately above the substructure on which the draw works are located, this does not include the
dog house or stairway area.

II. CASING:
A. The 13.375 inch surface casing shall be set at 860 feet and cemented to the surface.

1. If cement does not circulate to the surface, the appropriate BLM office shall be notified and a
temperature survey utilizing an electronic type temperature survey with a surface log readout
will be used or a cement bond log shall be run to verify the top of the cement.

2. Wait on cement (WOC) time for a primary cement job will be a minimum of 18 hours for a
water basin, 24 hours in the potash area, or 500 pounds compression strength, whichever is
greater. (This is to include the lead cement)

3. Wait on cement (WOC) time for a remedial job will be a minimum of 4 hours after bringing
cement to surface or 500 pounds compression strength, whichever is greater.

4. If cement falls back, remedial action will be done prior to drilling out that string.

B. The minimum required fill of cement behind the 8.625 inch intermediate casing is circulating
cement to the surface. If cement does not circulate see A.1 thru 4.



C. The minimum required fill of cement behind the 5.5 inch production casing is circulating cement
to 300 feet above the shoe of the 8.625 inch_intermediate casing.

D. If hardband drill pipe is rotated inside casing; returns will be monitored for metal. If metal is found in

samples, drill pipe will be pulled and rubber protectors which have a larger diameter than the tool I
joints of the drill pipe will be installed prior to continuing drilling operations.

IIl. PRESSURE CONTROL:

A. All blowout preventer (BOP) and related equipment (BOPE) shall comply with well control
requirements as described in Onshore Oil and Gas Order No. 2.

B. The appropriate BLM office shall be notified a mimimum of 4 hours in advance for a representative to
witness the tests.

1. The tests shall be done by an independent service company.

2. The results of the test shall be reported to the appropriate BLM office.

3. All tests are required to be recorded on a calibrated test chart. A copy of the BOP/BOPE test chart
and a copy of independent service company test will be submitted to the appropriate BLM office.

4. The BOP/BOPE test shall include a low pressure test from 250 to 300 psi in accordance with API
RP 53, section 17. The test will be held for a minimum of 10 minutes if test is done with a test
plug and 30 minutes without a test plug.

IV. Hazards:

1. Our geologist has indicated that there is potential for lost circulation in the Delaware and Bone Spring.

2. Our geologist has indicated that there is potential for flows in the Salado, Castile, Delaware and Bone
Spring.

Engineering can be reached at 505-706-2779 for variances.

FWright 8/2/07



