P s
YR 0 G

‘ :_romﬂl‘ozi(())g;i» ~ . FORM APPROVED {
IAugus(' )~ -

e G' IE:I“&“%EI“*’% SEeAn | “OMB No (0040136
X : UNITED STATES . V\: T E\pnes lul) 3122010
DEPARTMENT OF THE INTERIOR HECE IVED - L g})—l
BUREAU OF LAND MANAGEMENT ‘3 TN‘I\Z}ISE(%;%IN;5A N .
APPLICATION FOR PERMIT 0 DRILL OR 8 EENﬂéﬁl 1 9 2010 TR e T N

5-;&7

] IQ'Tyoe of Work. .DRILL I:I REENTER ‘%E % % i% '@b — AN} T NI’I\)/II‘\II\I‘I% ?81%%r(eemem Namc and T\To ‘.

8 Lease Name ana Well No

—, 1b. Type ‘of Well . OlI Well I:I Gas Well ~ D“'Other I"i, g Srltolc Zone D Multiple Zone~ | | PLU PIERCE CANYON 12 FEDERAL 1H
. ", 2 Name ot Operator C .+ . Contact LINDA GOOD R ‘SY APlWellNo .
. CHESAPEAKE OPERATING INC. EMal Indagood@ehkcom .~ - Lt m 0‘5 73.—} % ,g
' ~3a Address e . ] ] -+ 1" 3b. Phone No (mclude area code) . ‘ ‘V = ‘lO Field and Pool. or kxploratory
‘PO BOX18496 ) L Ph 405 936-4275 - . oo WILDCAT BONE SPRIN@
OKLAHOMA CITY OK 73154 0496 s e R )
-4 Locatlon ot Well (Repmllocarzon c7éa7y ana’ . accordance wz"h any blate lequrrements *) Lo j ‘Il Sec 1. R M orBlk andSurvey or Alea
Atsurface ~ - SESE 25OFSL 217FEL P “Sec 12 T248 R29E Mer NMP
[ AL proposed prod zone NWNE 350FNL 2310FEL . Z’ forid ' 2. o T
ot ,;f.%z« » -
Sl I7I “Distance m mies and Jirection Trom nearest town of post office™ - 7 - ) N - I2 County orParrsﬁ .. op 13 State
PR APPROXIMATELY 28 MILES SE OF LOVING ‘ - T - EDDY o NM
- 15 Dustance from proposed focation to nearest property or IF No of Acres n Lease : . :,‘ : l7 Spacrng Umr dedrcated to tﬁs well
" lease Iime, f1. (Also to nearest drig unit line, if any) o RS ) s
B (30904 . Lo i ) 20000 ot
- 18 Distance from proposed locatron to nearest well drrll"ng, 177 Proposerﬂ)epth : i 20 BLM/BIA Bond No on I'le
completed, applied for, on this lease, ft. e “-’\/D 7‘I'-IU 1 C
e Lo e Co \ 42921 MD “NM2634,:- R
‘ ' o ’ Rt l2¢lt’\')‘?, Ptlo'lllue '85170 N L
- ‘21 Elevatrons (Show whjrer DF KB RT GL etc R 22.~Approxrmatc‘date work wiilstart . - - |23 Estimated duration
31‘IGGL . . c o R R

24 Attachments

A

: The followmg, completed m accordance with the requrrements of Onshore OII and Gas. Order No 1, shall be attached to IhIS fonn

; ,l Well plat cemﬁed by a regrstered surveyor : v, . 1', SN I ’Boncl tO cover the operatrons unless covered by an exrstmg bond on ﬁle (see -
J27°A Drifiing'Plan """ b y K .1 ltem 20 above) s . .
3 A Surface Use Plan (if the location is on National Forest System Lands the 5. -Operator certification . ; oot " o
SUPO shall be ﬁled with the appropnate Forest Servrce Ofﬁce) .. - .« - ] 6. Suchother site. specrﬁc lnformatron and/or plans as may be requrred by the
D . - i authonzed ofﬁcer . . ;
2tngnature A o ] Namc (Pnnled/lyped) - - S Date g R
(Electronlc Submussron) L LINDA GOOD Ph: 405 935-4275 P 12/11/2009
i Tltlc . - ‘) N — = -
L SR. REGULATORY COMPLIANCE SPEC Y L . S .
ADDYOV1 by (Slgnature) . Name (Pnntcd/Typed) - — . B — Taie
. : Is{ Daﬂ Pet:rs;on , \ A3t m,n Stergon . .. JAN 1 2 201‘
rtle . R Dﬁ?e C A
T FIELD MANAGER RI_SBAD I-'IELD OFJ-]CE

Applrcatron approval does not warrant or certrfydre applrcant holds rgél [3 equrtable title o those rrghts n, tl)e subpect lease vﬂnch would entrtlc the applrcant to conduct
- operations thereon.

Condmons ofapprovél' 1fany are attached o R ‘, '_ APPROVAL FOR TWO YEARS

, Title I8USC. Seclron 100T and an 43 US C Section lTl2 make it a crime for any person knowmgly and wrllfully to make to any department or agency ot tTreUmted
States any falsc hctmous or fraudulent statements or representatrons as to any matter within its 1ur|sdrctron . ) . .

Addrtlonal Operator Remarks (see next page)

PR L  Electronic Submission #78754 venﬂed bv the BLM Weil I'§<EE"WAQHED FOR
A " For CHESAPEAKE OPERATING, INC, sentto th

o T l,WTIONS OFAPPROVAI

APPROVAI. SUBJ ECT TO

PeifRIOR EIIH@EMENTS' £
R -~ "AND SPECIALSTIPULATIONS
- ‘f - : B _'}j“ | ATTACHE




Additional Operator Remarks:

PLEASE STAMP THIS APDX AS CONFIDENTIAL

.~

CHESAPEAKE OPERATING. INC. RESPECTFULLY REQUESTS PERMISSION TO DRILL A WELL TO 12.921? TO TEST THE RONE .
- SPRING FORMATION. IF PRODUCTIVE, CASING WILL BE RUN AND THE WELL COMPLETED. IF DRY, THE WELL WILL BE R
PLUGGED AND ABANDONED AS PER BLM AND NEW MEXICO OIL CONSERVATION DIVISION REQUIREMENTS
PLEASE FIND THE SURFACE USE PLAN AND DRILLING PROGRAM AS REQUIRED BY ONSHORE ORDER NO. 1.
ATTACHED ARE THE EXHIBIT A~ TO A-4 SURVEY PLATS. EXHIBIT B | MILE RADIUS PLAT. EXHIBIT C PRODUCTION
FACILITY, EXHIBIT D LATSHAW RIG #6 LAYOUT, EXHIBIT F-1 TO F-2 BOP & CHOKE MANIFOLD AND EXHIBIT G
DIRECTIONAL DRILL PLAN ) )
EXHIBIT E ARCHAECLOGICAL SURVEY WILL BE DELIVERED TO THE BLM WHEN COMPLETED.

CHESAPEAKE OPERATING. INC HAS AN AGREEMENT WITH THE SURFACE OWNE 2. o/ v 6/ 7/
D O Mrirg L)y

, A gerts) APOFC <
PLEASE BE ADVISED THAT CHESAPEAKE OPERATING. INC. 1S CONGIORRED 6 BETHE ORERATOROF-FHEABOVE Cpre vl

MENTIONED-WERE. CHESAPEAKE OPERATING, INC. AGREES TO BE RESPONSIBLE UNDER THE TERMS AND CONDITIONS OF
THE LEASE FOR THE OPERATIONS CONDUCTED UPON THE LEASE LANDS.

(CHK PN 630487)



- DlSTRICT i :
2 M. French Dra iiobbn m BU"-io

- DISTRICT T .,
+ 3001 W, Brand Avsnuer: thetacio, NM BO210 .

T)ISTRI(,T iﬂ
1000 Rio, firs avos Rc. o Az

- DISTRICT 1V -

' 12&0 S St l’muc(q Dr sanm )e, ?'4 47505

Y WELL L

OIL

20, MM 7410

kmzov ?imara!.z aml Natma! Rcsouxcw Depmhnant .

CON%ERVATEO”\T DIVI‘?ION

State oi \Iew ’\Iemno

‘y
Ki

. 1220 So uth
‘s’éznta Fe, Nuv

St Francis Dr.
Hexzco 875{)’)‘

()CA’I‘[ON AND ACREAGE D{’DICATION prar

Yt Forra €

s, j sttrint Qmoe

'O AMENDED REPORT. |

L APL I\um exr

“JO Oi

5(30)’?3 N

Pocl (.ode

Wlidcét Bone Sprmg

Pool Name ‘ ot

Sfeli Numbex

L [ER

‘, Pmperty Namg
PLU F’IERCE CANYON "2 FEDERAL 1H
. OGRID Neo. v' ) oo b Opemmr Name ) «Elevation -
1:*7179 S CHESAPEAKE OPERATING CO- 3116

Surface Location. .-..

p

County ]

- L UL:or,lof, No. | Seclion 'l‘ownsh%p { . Range , | Lot Tdn Fect from {he North/South line l;‘eet fron; the |. Bast/West line
vl P 2.7 2478 |29 E |7 250 | SOUTH -|-.217 ‘EAST EDDY
. . " . T e : B‘ottom‘Hol’e Location I 'Dit"ferenlt From' Surrface‘ L :
: \‘ ‘J‘ T UL or 1ot No. | Seeclion § Township, ’ Range Lot {dn ~1 Feet from ‘tbe North/South line Fee’t from the \ Fast/West -Jine County
Sl o120 1248 |29 03300 NORTH : | - 2310 - EAST “EDDY
S el N Dedicated Acies |. Joiut or Iniill | Consolidation Code oOrder No.' . .

SL0200 |0 e

v

- NO ALLOWABLE }‘JILL BL "ASSIGNED TO THIS COMPLETION: UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATPD
; . OR A NON-STANDARD UNIT I{AS BEEN APPRGVED BY 'IHE pwisioN - - -

ROPOSED QJT_QM
.- HOLE LOCATION -
N Lui -~ N . 32.2384833°
s ST
NMSPCE £ 663885 209
(NAu-aa) :

———— .
5

2310y

OPERA.'I OR CERTIF ICATION

7 h:reby certfj’y x’hat the mformahon
confained herein s, frue and completa fo .
tha best of my knowlsdge and delief, and thal
this organieation either owns a swerking - .
interest or unleased mineral inforest sn the <
land {neluding the propased bollom hole L
location oy has a Tight to drill this well at
this-localion pursuant fo a contracl with an
owner of such 4 mincral or working interest, ¢
- or to « vsluniary poecling agreement or o
compulsory pou!mg erdsr heratofora enfered by
the

P’rgduc{hg A/rea;

Long - VI 103.9301931".
NMSPCE—-

" SURFACE' L_AL_N

FEEAE

Lal = N 32,2254783"

N “445896.634
£ 565999.873
(rAD-83) .

/7 -12/’02/20093
Date

BryanArrant T
Prinlcd Name- “ g i

|". SURVEYOR' CERTIFICATION . |

1 hereby c}r}{jy Ihéthihve well lecation sho{bn
on this plat was plciled'fwm Sfield nofes of
geiwal swusys mede by, me or under my
supervison ond tha!l the same is lrue and
carreet fo Ihe besi of my be!;'eﬁ\

‘ cérﬁnene No

Gory L Jones 7977

' BAMN smwsyq

~102 -
. \G\iS&d Octcbcx 1u, 2009 L

N Submit ove copy to npproprmtc ,:'




SECTION 12 TOWNSHIP 24 SOUTH RANGE 29 EAST NMPM.,

: ;YD|rectlons to rLOCGtIOn ‘ S
FROM THE JUNCTION OF RAWHIDE AND GALAVAN GO

" SQUTHWEST 1.5 MILES TO LEASE ROAD, ON LEASE .
 RGAD GO WEST 1.0 MILES TO.LEASE ROAD, ON-.

. 'SOUTHEAST 0.5 M!LES TO ‘PROPOSED LOCATION_». T

LEASE. ROAD_ GO SOUTH WINDING . SOUTHWESTERLY dé
MILES TO' LEASE. ROAD,”ON.LEASE ROAD GO "< =~

P.O¢ BOX 1786 HOBBS NEW MEXICO

©200,

EDDY COUNTY NEW MEXICO
“ B R ’ - ‘; z
« \lA -
S115.1° . s00’ 3179’ T
e i u i <~ e
. .. i ) T K .
. . ' 4 N . [
K3 [ s * o ] Lol .
' ~ 150" NORTH | N "
' - OFF SET Y '
! 31617 \ !
. - . Y
L N E I ! i X .
) S N ' :
] . N
- 1 > - N
. ” : CHESAPE'AKE’ OPERATING CO l :
. i : . PLU PIERCE CANYON.”12” FEDERAL #IH : N
‘ ol 150° WEST ELEV. - 3116 150" EAST . by
8l oFser@o . .00 @ OFF SET - |8
. . 10O3M20°. et - N 3222547830 312207 -,
T e R | :
~ [ L : o ' E
: Vo ,NMSPCE E 665999.873 | . !
. ' = . (NAD-83) N - R
B - Eg—DO——F e o )

ol \20'03‘ L
=== = B — 3.

7400 FEET.
SCALE: 17+= 200° . -

CHES’APEAKE OPERATING CO

REF:

PLU PIERCE CANYON “*12" FEDERAL #1H./ WELL PAD .TOPO

W0 Number-. 31972 : I;men By:~

THE PLU PIERCE CANYON-”12” FEDERAL #1H_ LOCATED 250"
FROM THE soum LINE AND 217" FROM. THE “EAST. LINE Of |
i :SECTION 2. TOWNSHIP 24 SOUTH RANGE 29 EAST

N.M.P.M., EDDY COUNTY NEW - MEXICO

"~ J. SMALL -

11-20— 2009 ISheet: R Sheets

Toater 11-23-2009 . I Disk: JMS. 21972

Survey Date.
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Chesapeake Operating, ne. . o e e T e DRILLING PLAN
-+ PLU Pierce Canyon'12 Federal 1H e st
- 8L 260° FSL & 217 FEL : )

Co e S SL Lease No Nl\liNl\ll 005912

= ) BL: 386 FNL'& 2310" FEL '_ e T -BL: Lease No. NMLC 070175A
. .~ Secfion 12- 248- 29E . oo e AT R

SRR j.i}Eddy County, New Mexrco R P . R “« 7. Paget . L

ONSHORE OlL & GAS ORDER NO 1
" Approval of Operatiohs on Onshore -
Federal and lndran Orl and Gas Leases

All lease and/or unlt operatrons are to be conducted in such a manner that full

~ {“the actions of his subcontractors. A copy of the approved APD must be on. Iocatron,:’_:‘
’ -«durlng construotron drrllrng and completron operatrons ' ‘ :

= ISONSHORE ORDER NG, 1~ - e Tl ‘f"_"_, CONFIDENTIAL TIGHT HOLE

1 ‘: r'-"complrance is made with the applrcable laws, regulatrons (CFR 43, Part 3160) and the): ',.i' s
-+, approved Applrcatron for Permit to Drrll The operator is consrdered fully responsible for -

Approval of thrs applrcatron does$ not. warrant or certrfy that the appllcant holdsa ’

""Iegal or equitable title to. those rights in the subject lease whrch would entltle the
T fappllcant to conduct operatrons thereon o - :

9. 'FORMATION.TOPS ?3‘” R R
The estrmated tOPs of lmportant geologrc markers are as follows

ISR Fonnat-on FR Subsea KBTVD , “KBTVD -
T BASE OF SALT . L 226 T 3356

Vi BELL CANYON A | - 289 - | . . 3405 ‘

1 .| CHERRY CANYON MARKER T 1285 .. . 4401 . -

| BRUSHY CANYON - 7 o2 e’ U 5,859 L
_ | LOWER BRUSHY CANYON S Ta e [ o 6849 Jo
~ BONESPRING. ~ -~ .- - |. . 1-3975 R R K
" [TBONE SPRING SAND B X Z N T X T T
rPlLOTHOLE o N R T,D_ T 8300

o 'FORMATIONS s
.~ ;. The estimated’ depths at whrch the top and bottom of the antrcrpated water orl gas
. ?;or other mrneral beanng formatrons are expected to be encountered are. as follows

Substance A’ Formatlon o - N Degth T :
- Oil/Gas: T Bell Canyon - | - . - 4207 -
-‘3‘0i|/GéS~’s- R B 'LCher'ry"Cahyon”“ | 8407

Qil/lGas.. ' -.| -~ 'Brushy Ca’nyon 6472 .
Orl/Gas N Bone Spnng Lo 7 838[‘“ S

“ - AII shows of fresh water and mrnerals wrll be reported and protected

2 ESTIMATED DEPTH OF. WATER OIL GAS 3 OTHER MINERAL BEARING T

+ " Created by Neevia Document Converter tral version http:/fwww.neevia.com . .



- :,v\::,y-,“ONSHORE ORDERNO.4 ™ b el
~'Chesapeake Operatmg, e, Lo 5 et

DRILLING PLAN
/z~/4 0 f /54 PLU Pierce Canyon 12 Federal M

SL Lease No NMNM 005912

(‘}'CONFIDENTlAL TlGHT HOLE AR

” SL: 250" FSL & 247" FEL® .. "~ e o A B P
/w‘ /M{ o BLj ! FNL & 2310’ FEL - S ' BL Lease No. Nl‘\ﬂLC 070175A e
33p - <~Sect|on 12-24S-29E ,/’\ IR FIE ; e . S
IS . Eddy: County, New Mexico - .7 {,; N Pagez B

8 . BOP| EQUIPMENT

s ;Wlll have a 5000 psr rlg stack (see proposed schematlc) for drill’ out below surface\‘)

-7 casing; . this” system. will be tested to’,.5000 psi- worklng pressure and 3500 psr_‘: RS

";.'worklng pressure for the. annular preventer

v ~Chesapeake Operatlng, Inc s mlnlmum specrflcatlons for pressure controlff, i

N ,;*equrpment are as follows:

I BOP Annular Choke Manlfold Pressure Test - See EXhlblt F-1 to F 2

A Equrpment

1. The equrpment to be tested mcludes all of the followrng that is. mstalled on the..f‘ B 5

[ well: : B
S (a) Ram- type and annular preventers '
- .+ (b),: Choke manifolds and valves, .~
7 A(e). Kil lines and valves, and - R S N
o (d) Upper and |ower kelly cock valves insl\d,e‘B;OPjsfand safety valves. -

.t

‘ iB Test Frequency A W o
, 1 All tests should be performed wrth clearwater c
-(a) when' lnstalled D
() before drlllmg out each caslng stnng, S S : S
.« .0 (c) atany time. that there |s a repalr requmng a pressure seal to be broken m? o
g (the assembly, and o S S PR
(d) at least once every 30 days whlle drlllrng

t o : :_C Test Pressure 7’ S : ' S el e
e ";1 In some drilling operatlons the pressures to be used for low and hlgh pressure )

governmental regulations, or’ approved local. practlces

hlgh pressure and then drop back down. to the low pressure.-

open position. ! -~
Al equlpment wrll be tested wrth an rnltlal “Iow pressure test at 250 psr

pressure of the: equrpment for all. equrpment except the annular preventer

“'the rated workung pressure =
7 A record of all pressures wrll be made on a pressure recordrng chart

D Test Duratlon

7“ ~testing of preventers and casrng may-be different from. those given below due to .
7 2 If an individual component does not test at the low pressure clo not test to. the”'ff L

- Al valves located downstream of a valve bemg tested must be placed m the”;f o

_“The subseguent “high’ pressure”: “test will be conducted- at the rated workr‘ng

'. ‘:‘6 + The *high pressure” test for the annular preventer wrll be conducted at 70% ofi:‘" ""‘:«

oL Created by Neevra Document Converter trral versron http //www neevra com_i i



T ONSHORE ORDERNO.1. - j‘,;“f,’»‘c’dNFeDENT‘nAL“’— TIGHT*'H_OLE'QZ(
Chesapeake Opératiﬁg,lhc,‘f;.g P DRILLING PLAN © - -
R Lo « PLU Pierce Canyon 1_2Eedee‘al TH o e RN e e e T
523/ - SLr250"FsL g ZITFEL o osLd Lease No NMNM 005912
35/_,_&-3?81 FNL & 2310' FEL EOE SRR A “:', " BL: Lease No. NMLC 070175A . .
R . -~ Section 12-248:29€ . S e A et
T E_p!d)‘/'Cb’unty,'New Mexico - . - et T et e o0 0" . Page3 U e
A n ea}chtcase;,thlé individual compénents\s,hyou[dvb‘evmonitored,forleaks\for 10

TH.?',Aééqmmgtof’Peffprhﬁya“hcfe’Tést

1. The accumulator s to pe. tested aach time the BOPs are 'te's,'fed,_.o'r:’a’»n'y’,ytiﬁwe""é R
U major repair is performed. .. e IR
CMm:mum Requnrements SRR R
o Do L The accumulator should be ‘of sufficient.volume toAsup'ply:’1.5, times the volume -
i to close and hold all BOP-equipme’nt in Séquence, without recharging andthe " -

s * Precharge Pressiye SO
R I L 750PS N

L 3 hsing mes for the Hyari should be less than 20 seconds and for the rami.. S
o '".-W*??'Pf‘?veﬂfersi'essIhér}.~_.___1ojsecon_d§j:« G i ot beam,

T Shutacoumuator TR o and record accumuater pressure,
.. open the HCR vaive. Gl o BORRY S8 pipe PR

SIS T 1 R¢Cbtd}f_ti(ﬁé o close “ordpen each’ element ‘and the ;rfeknftéihihg:accumg;am[ T
RPN P‘FeS,Sureﬁaftereach,operation_ﬂ";.:_‘.;:;::',‘».’ RN R o

| r C’_’Af\thé“fezsfsédUencéfPér




ONSHORE ORDER NO 1
Chesapeake Operating, Inc.. .
.PLU Pierce Canyon 12 Federal 1H s T ’
SL:250° FSL & 2177 FEL -+ ot [ior L ‘:»; 7 USL: Vease No. NMNM 005912 ‘
. BL:s FNL & 2310" FEL SR o BL Lease No NMLC 070175A
“Section 12-24S-29E j, S R TN , L e
Eddy County, New Wlex:co S e T R i;‘ o o . Page4 R R
pressures Ceert b e T T e

CONFIDENTIAL TlGHT HOLE*‘_Q? Co
DRILLINGPLAN R

Svstem Pressure Remamlnd Pressure At Conclusron of
- - e Test T
1 500 PSl A - l 950 PSI
--2,000 PSl ;*:f‘;,g ST .1,200 PSI
. 3,0QO,PSI IR jl 200_ PSI

e 5 Turn the accumulator pumps on and record the recharge trme ThlS trme should
not exceed 10 mnnutes Cs U ’

6 Open annular and ram-type preventers Close HCR valve

LT Place all 4-way control valves rn ull open or full closed posrtron Do not o T
leave m neutralp smon SRS R, . :

4 CASING PROGRAM

3 a The proposed casrng program wrll be as foIIows L

S IR YE A o Hole Casm EE (R ol I
"Purp‘ose? Interval Snze SR Y T Welghti ‘Grad’ | Threa | Condition |~
Surface . - Surface 700’ T 7 1/2' 113-3/8" | 48.0# | H-40 | STC [ --New .

" [ Intérmediate. | -Surface ='3375’ 12-1/4" .| 9-5/8" |.400#. | J-55 | LTC |~ New . |- . .-

Productron »’,r' Surface— S 8 3/4 5 1/2”' 20 0# L- 80 |- LTC o ‘New ol S

g 12,910, i ) i ’

b Casrng desrgn subject to revrsron based on geologrc condltrons encountered

“e. Casrng Safety Factors

_ 13 3/8" Surface Casrng SFb =1. 7 SFc = 1 66 and SFt =2 49
- 9-5/8" Intermediate Casing: SFb = 3.2, SFc= 2.63 and SFt = 2. 42
5 1/2" Productron Casrng SFb = 1 84 SFc 2 26 and SFt =1. 76

: d The cementlng program W|ll be as follows

B ,75 Cementmq Proqram

o v;:-;;-,C_reated by Neevra Document Converter trral versron http //www neevra com




4

230~ BL: 356 FNL & 2310’ FEL BL:

CONFIDENTIAL ~ TIGHT
DRILLING PLAN

ONSHORE ORDER NO. 1

‘Chesapeake Operating, Inc.

PLY Pierce Canyon 12 Federal iH
, SL: 250" FSL & 217" FEL SL: Lease Mo. NN 005912
Lease No. NRMLC 070175A
Section 12-243-23E
Eddy County, New Mexica

(87

Page &

HGOLE

Interval . Type Amount Yield Top Of Excas
Cement
Surface Tail: Class C 735 sks 1.34 Surface 100%
1% CaCl2 (Accelerator)

intermediate Lead: 35/65 Poz/Class C 900 sks 2.0 Surface 100%

Tail: Class C 300 sks 1.34 100%

Production Class H 1925sks - { --1.6 4,200 40%

1% Stage | PV Toel {200’

Production ECONOCEM ™ SYSTEM 195 sks 2.63 2,875 50%

2" Stage '

Final cement volumes will be determined by caliper.
Surface casing-shall have at least one centralizer installed on each of the bottom three
joints starting with the shoe joint.

Pilot Hole Plugging Plan:

The pilot hole will be plugged back with one cement plug: The plug will serve as kick off
plug. Note: objective formation is Bone Spring. Prlot Hole will TD in the Bone Spring so
no isolation plug is needed.

| See — The plug will be placed from +7,250' to 7,750 (+/-200' above to 300" below kick off

“coA

: ‘accumulated during dr||I|ng operations will be contained in a portable trash cage and ~ ° 4

" -*removed from location and deposited in an approved sanitary landfill. )

. will be. contarned in a chemrcal porta tolret and then hau!ed to an. approved samtary_ -
Iandfm « : : r \

point, 305 sx, 40% excess, Class H 17.5 ppg 0 96y|d + 0.75% CFR-3 + 3% KCL +
0.2% HR- 800)

6.. MUD PROGRAM

a. The proposed crrculatrng mediums to be used in drrllrng are as follows:

Interval Mud Type Mud Weight Viscosity | Fluid Loss
0’ ~700 FW/Gel - 84-87 32-34 NC
__700'-3,375" - Brine . 9.9-10.1 28-30 NC
3,375 —7,460". . | FW/Cut Brine 84-85- 28-29 | NC
' 7,460’-TD FW/Cut Brine 8.8-9.5 34-38 |

10-25

A closed system wrN be utrlrzed consrstmg of above ground steel tanks Al wastes

Sanitary wastes

o Qreeted by Neevia Document Converter trial Vefsion"“http":/y/wwwlneeyia:.'co,m .



ONSHORE ORDER NO. 1 , : ~ CORFIDENTIAL - TIGHT HOLE

: Chesapezke Operating, Inc. - PRILLING PLAN
}A( FLL Plerce Canyon 12 Federal 1H '
e p SL: 250" FSL & 217’ FEL : : SL: Lease Mo, NMKNK 805312
33&\?&:_% FNL & 2310" FEL - BL: Lease Mo. NMLC 070178A
Getion 12-243-29E .

Eddy County, New Mexice : Page 8
Al fluids and cuttings will be disposed of in accordance with New Mexico Tl
Conservation Division rules and regulations.

A mud test shall be performed every 24 hours aiter mudding up o determing, as
applicable: density, viscosity, gel strength, filiration, and pH.

7. TESTING, LOGGING AND CORING ,
The anticipated type and amount of testing, logging and coring are as follows:

a. Drill stem tests are not planned.
565 — b. The logging program will consist of Natural GR, Density-Neutron, PE & Dual
- Laterolog from pilot hole TD to surface casing; Neutron-GR surface casing io
COA surface. GR in lateral.
c.- Cores samples are not planned.

8. ABNORMAL PRESSURES AND HYDROGEN SULFIDE
~a The estimated bottom hole pressure is 3700 psi.
~ b No abnormal pressures or temperatures are anticipated.

L Createdby Neevia Document Converter trial version http://www.ngg'\(ia.com; :
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Drain Viv.

N Iy)rai.n‘\vil\r;

, I cs /;_\)CI‘S;»,- -

LN

‘‘‘‘‘‘

‘T
% ’m&‘é Chcmlcal

- 5 Closeds

Lo N
A
. This lease is subject to . - L ION
. ChesapeakesSzteSecurzty _ L WA > E
~ Plan located at 6100 N. " Lt ’ 7v/ PR
| \5Wes£c,rn Oklahoma Czty, OK T O - o
C o 7318 N Lol

Load Viv. . .

o Closed | Gener al s‘ealmg of valves and sales by tank gaugmg Productzon
: B phase all drain valves (D1-D3) and sales valves (L1-L5) sealed -
- closed. Sales phase: the tank from which sales are being made L

) . " will be isolated by sealing closed the drain, fill, and any’
- Load ..

" palves and drain. ualues onthe othe: tanks

NS

'ﬁg&f&ﬁ% : %ﬁ%@%ﬁj i

- equalizer valves during sales. Draining phase: the tank being
“drained will be isolated by sealing closed the sales, Sill, eqlmhze)
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BLOWOUT PREVENTOR SCHEMAT!C
: CHESAPEAKE OPERATING lNC
‘ PLU Pierce Canyon 12 FederaM H o
”“Latshaws N o - E o
v STATE New Mexaco 2

K|II Lme

Choke Lme i_-'-

coumv ~Eddy | ‘ . C
OPERATlON Dnllo ut below 13: 3/8 and 9-5/8“ Casmg (12 ‘/2" and 8 3/4“ ho!e sizes,r especttvely)
. (M‘, i - o ‘i' ) R ’ ,,‘
SIZE, PRESSURE - fDESCRiPTidN’
1Al 11 | 500psi | - . RotHead /
~1B) 11" | 5000psi | ©  Annular . ; ‘
el 11" | 5000 psi Pipe Rams_ : B
D 11" | 5000psi | . Blind Rams . Lo
E | 11" | 5000 psi “Mud Cross
. ; _ . . f A )
DSA- 11 5M x 11" 5M (only if needed) a
B-sec™ |t - 13-5/8"3Mx 11" 5M -
ASec *.{  13-3/8" SOW x 13-5/8" 3M -

SIZE PRESSURE DESCRIPTION 5 ‘ ; SIZE PRESSURE DESCRIPTION
2" '7 5000 psi-|: Chepk Vaive : “ 4" {5000 psi " Gate Valve

2" - | 5000 psi “Gate Valve© . 4" .].5000psi | ©°, HCR Valve | -
2" | 5000psi-| - - GateValve ' - | ’ ’ e




" Wf-_‘uj ’ : PLU Plerce Canyon 12 FederaH H

E RIG. . - Latshaw6

.. COUNTY ':Eddy L STATE : New Mextco~; B
0PERAT|ON Drlllmg belowlbeyond 13-3/8“ surface casmg

, CHOKE MANIFOLD SCHEMAT!C
: CHESAPEAKE OPERATENG INC.

CHOKE LINE TO BOP STACK
(4 -1/16" 5000 psu Gate Valve, and
- 4-1/16" 5000 psi HCR Valve .
BN upstream of choke mamfuld) St

" Gauge -

¢ ¢

2" LINE TO PIT

4" LINE TO PIT,

‘A . )
’ 2" LINE TOPIT
N RS U

- -81ZE -PRESSURE

A 2116 | 5000 psi

- Rar‘l‘(unl

DESCRIPTION. . *

S B {2-1/16"] - 5000 psi |

. the\VEIVe g

c [4-1716"|. 5000 psi

Gate Valve .
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e 'FNL 82310 FEL - - BL Lease No. NWILC 070175
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- ONSHORE ORDERNO.1~ ~ 'l ... 7 C_ONFlDENTlAL TIGHT HOLE T
.. Chesapeake Operating,. lnc R . el Y T SURFACE USE PLAN =~ 00

. SL:250" FSL & 217" FEL - L PRI ‘ SL Lease No NMNM 005912«f;f’jff'if»lZa’“~ ‘

. ‘Eddy.County,NM . R Paget'“,"";f:"‘;fzfi'::»:

ONSHORE OlL & GAS ORDER NO 1 »
Approval of Operatrons on ‘Onshore -,
Federal and lndran Oll and Gas Leases

1 e EXlSTING ROADS

" road.

- a Exrstlng county and lease roads wrll be used to enter proposed access R B

e Locatron access and vrcrnlty plats attached hereto See Exhlbrts A-1‘ ‘x A

to A—4 ;

. LOCATION |

Ly A4 ‘

b A locklng gate wrll be mstalled at the srte entrance . a Lo

CoC -~ Any- fences cut wrll be reparred Cattle guards wrll be mstalled f;,
needed. - -
S« Surface drsturbance and vehrcular travel wrll be Ilmlted to the approved;

“be approved in advance.’

" “lease road, on lease’ road: go: South. winding Southwesterly 0.8 miles to"

R "na. ; In order. to- level the locatron cut and flll will be requrred Please see
o attached Well Locatlon and Acreage Dedlcatlon Plat - Exhrbrts A-1 to N (

»]?locatron and- approved access route Any addrtlonal area needed wrll L -

el 'Driving- directions are from the junctron of Rawhrde and Galavan gof“‘;{f‘
. -Southwest 1.5 miles to lease road;-on lease road go West 1.0.miles to

\" ‘lease road, on lease road go Southeast 0.5 mrles to proposed locatlon ’;:’-I S

S ‘YPROPOSED LOCATION see Exhlblt B..

‘LOCATlON OF PRODUCTION FAClLlTlES

: ~installed on location ‘and.we will lay-the. gas. lrnes from our locatron to thel
» Southern Unron sales meter - See Exhrbrt C : L : -

vvvvv

7 4 LOCATION AND TYPE OF WATER SUPPLY -

3. LOCATION OF EXISTING WELLS WITHIN A 1 MILE RADIUS OF THE: i

, ',lff - It is anticipated that. productionfacilities will be located on, the well pad and orl"‘f‘ . X
. to be'sold at the wellhead “and/or tank. battery ‘An. allocation. meter will be " -

“ Water.will be obtained from'a private water source Chesapeake Operatrng ‘{7—3 ,: \

Tlnc wrll ensure all proper notrfrcatlons and fllrngs are made wrth the state

' ‘Created by Neevia Document Converter trralversronhttp//wwwneevracom IR




- ONSHORE ORDER NG. 1 Pl ‘f"’*:-‘i" S CONFIDENTIAL - TIGHT HOLE~’,5":“2:";
.-+ Chesapeake Operating, lnc N ,[ SURFACE USE PLAN "
-.” PLU Pierce Canyon.12 Federal 1H Yo ‘

UMD SLi 250 FSL & 217 FEL s T SL: Lease, No. NMNM 005912 RIS
L 30/5_ :BL: 35@ FNL'&2310" FEL BL ‘Lease No. Nnm_c 070175A. . ' "o -
S ectlon 12-24S-29E - T : ~,:j CUn o Lo _ p ) S e e
s IEddy County, NM- v o s '7 S Page 2: VoL
~ B CONSTRUCTION l\/lATERlALS ‘ ST L :

|1 Created by Neevia Document Converter trial version hitpy/www.neevia.com " -«

L METHODS FOR HANDLING WASTE DISPOSAL . o o
"..A closed system will'be utilized" consisting of ‘above ground steel tanks AL :
~* wastes-accumulated during dnlllng operations. will be contained in a portable -~ -
*- .trash cage and removed from locatlon and deposrted in an approved sanrtary‘ S

g 'landfrll o ’ : S A ’

" ‘_“ANClLLARY FAClLlTlES
.. None:

o "’WELLSITE LAYOUT = - ‘ | S
e "The 'proposed. site layout plat IS attached showrng the Latshaw ng #6, E
- orlentatlon and equrpment |ocat|on See Exhlblt D ' : o L

‘ PLANS FOR RECLAMATION OF THE SURFACE ‘ L AP S
- .. The- location will be restored to as near as ongmal condltlon as possrble
. Reclamation of the surface shall be done in strict. complrance wrth the exrstlng‘_ S

“,,;QNew Mexrco Qil Conservatlon Drvrsron regulatrons A O

'Backflllrng levelrng and contourlng are planned as. soon as the dnlllng rlg and o
" steel tanks are ‘removed. . Wastes and spoils materials will. be buried . -

- rmmedlately after drlllrng is completed Af productron is obtained, the’ unused—,‘,;' o
. area will be restored as soon ‘as possrble The rehabllltatron wrll begrn after S R M
fthe drllllng ng is removed RIS R T

- No constructlon materials will be used from Sectron 12 248 29E All matenal e RS
(l e. shale) will be acqurred from pnvate or commercral sources R

lntenm Reclamatlon downsrze the footpnnt of drsturbance by reclalmmg,
L fportrons of the well pad not needed for productlon operatlons The portlons of oo
- ‘the cleared well pad-not needed. for- operatlonal -and safety’ purposes will.be - -,
. recontoured back to. natural’ surroundmgs -as much.as possrble Caliche .= -
- material will be used either to. recontour or will- be used- to repair roads within: PR
" "the lease. Topsoil matenal will be spread out over ‘reclaimed area‘and’ the{_,_}'f RN
" .. site will be seeded with an approved BLM grass:mix.. In order to: inspectand .- -~ - ¢ -
jﬁoperate the well or complete work ‘over. operations,. lt ‘may_ be. necessary to. ool
o drive, park and’ operate on’ restored interim’ vegetatlon as. long as the.. .
‘”‘,'damage is repalred or reclaimed after work is complete In mostcases'the. ~ .. ¢
_-=>.-BLM-wants these well pads- pulled  in. to wrthln 30 feet of the. well anchors U
';,unless layout won t allow ora safety rssues is ln place " T
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L ONSHORE ORDER NO 1. CONFlDENTIAL TIGHT HOLE :
"\ Chesapeake Operating, Inc. . B SURFACE USE PLAN v, " Lo
' “PLU Pierce Canyon12 Federal’ 1H B e
T 'SL:250' FSL & 217 FEL - - - e SL Lease No NMNM 005912 BV

:’)3 P/\_____,SSQ' FNL & 2310’ FEL ol T ;‘BL Lease No NMLC 070175A '

~ Section 12-24S- 295 S A S R S
Eddy County, NM - j o ; e b ::?\ R Page3 T

‘ 11 SURFACE & MINERAL OWNERSH|P, L
-+~ United States of America - o
.+ Department of Interior -
R Bureau of Land Management

oY GRAZING LESSEE
" .-, Tyson Mahaffey -
> P.O.Box 161"
‘Lovrng ‘NM 88256

R ?"(Chesapeake Operatlng, Inc has an agreement wrth the grazmg Iessee)

o120 fADDITIONAL INFORMATION '
“ .+ . A Class 'lll cultural resource rnventory report was prepared by Boone e
»Archaeological Services, Carlsbad, New, Mexico for the proposed location. A
. ‘copy of the report has been sent to the BLM offrce under separate cover and
S s also attached for reference See Exhrblt E : - o

Chesapeake Operatrng, Inc agrees to be responsrhle under the termsf : '
- tand conchtrons of the lease for the operatuons conducted upon the Iease ,
Iandis : N t Cohl e M :




T J:ONSHORE ORDER NO. 1"

‘Y::Chesapeake Operatmg, Inc

~*SL: 250’ FSL & 217 FEL-
FNL & 2310’ FEL

R a‘*SeCtlon 12-248- 29E

T Eddy County, NM .

- PLU Pierce Canyon 12 Federal 1H o o

o ’;‘."‘,;'.13 OPERATORS REPRESENTATIVES

: ,}iiDlstrlct Manager .

1 . RobJones. .
2 PO Box 18496 % S
" Oklahoma City, OK 73154 AR

L 405-935-2604 (Office)
7. 405-623-5880 (Cell)..
- rob lones@chk com °

= jﬂSr F|eld Representatlve

Bud Cravey |

. ">* 2010 Rankin Hwy

' Midland, TX-

T 4326872092, x 86151 (Ofﬂce) -
. 432.575-238-7293 @el)
Lo bud, cravev@chk com

:f.,Sr Geolognst
-~ Robert Martin, -

PO, Box 18496 ™ G
" Oklahoma City, OK 73154 e

. 405-935-4985 (Offlce)
© .7 405-849-4985 (Ceéll) -

| - robert. martm@chk com L e

i “';I":‘Dlstnct Land Coordmator L e

R Craig Barnard -
* P.O: Box 18496

'+ -Oklahoma City, OK - 73154

~ 405-879-8401 (Office)
S craxq bamard@chk com *

- Sr Regulatory Complnance Specnahst
.. Linda Good:* L e \

" P.O. Box 18496

 Oklahoma City. OK 73154” o

© o 405-935-4275 (Oﬁlce)
©,405:849-4275 (Fax). .

- “linda.good@chk.com .

‘-;uGeoscnence Coordlnator F
DaVId Godsey - s

SU RFACE USE PLAN

SL: Lease No. NNM 005912;-“: N

BL Lease No NMLC 070175A

Drllhng and Compﬂetlon Operatlons

'L‘Sr Drlllmg Engmeer
. Yemi Ajijolaiya -
.. P.O;Box14896 = =
R \Oklahoma City, OK 73154 ..

405-935-6802 (Office); -

| 405-625-5468 (Cell) S
7 yemiaiiolaiya@chk. g RS

: “Sr Assett Manager
o Jeff Finnell ..
- .- P.O.Box18496 .. . .-
~'"..-Oklahoma City, OK 731 54
_— - 1405-935-4347.(Office) -
"+ 405-919-3305 (Cell) -
» ‘.f,lefffmnell@chk com { N

P.O. Box 14896

- ,Oklahoma City; OK 73154 :
-7 405:935-7995 (Offce)
. 405-618-0474.(Cell) .
R ;dav:d qodsev@chk com

rfAssocnate Landman :
© " Justin Zerkle - o
C PO Box18496 SRR
S Oklahoma City; OK 73154 .
©-  405- -767-4925 Office - )
justin.zerkle@chk. com( LT

" Created by Neavia Document Convere flversion i hwnwnsouacom
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3 PLU Pierce Canyon 12 Federal 1H .~~~ "=
~ 1 8L:250° FSL & 2AT"FEL .~ -0 . T

... Section:12-248-29E . -

U CERTIFICATION <

. . | hereby. certify that |,-or someone- under my difect-supervision, have inspected the
. ‘drill site'and access route proposed herein; that | ‘am familiar with the. conditions "~
et -which currently exist; that | have full knowledge of state and Federal laws applicable
TSRS to this operation; that the statements made in this APD package are, to the best of

- ONSHOREORDERNO.{ . . & .o i . CONFIDENTIAL - TIGHT HOLE . . -/t
- Chesapeake Operating, Inc.-~ " = - 700 - OPERATOR CERTIFICATION.. .- * -

VS ' S Ut 7 SLiLeaseNo NMNWIO0S912 . o T
(5307 BLLBBRFNL&2MOFELT - 7.1 oo -0 BliLeaseNo.NMLCO70178A - - - T

" my knowledge, true and correct; and, that the work associated with. the operations. L o

.. "< proposed will be performed.in conformity with this APD package and the terms and S
““conditions ‘under. which- it-is .approved. | .also certify that |, or the company | -

.. “represent, am’ responsible . for- the  operations ‘conducted- under ‘this " application.

.7 - These statements. are subject to the provisions of 18 U.S.C: 1001 for the filing of a L

Cao - 0 falsestatement. .o T -

e Executedthls //f:‘i 5ild';1y‘of Decewion— 2009 L o
- Narme: £~ C g e

+'. 7. . Christian Combs, Manager - Regulatory, Southern, Divisiqn‘?’r . R

7. Address: P.O. Box 18496, Oklehoma City, OK 73154:0496 .~

. Telephone: __405:935:4703 .

B “':‘:,‘S;'r:.”fi'éld Representative: Bud Cravey. V

 Telphorer - apasmes

XX E-ma!l budcravev@chkcom S




PECOS DISTRICT

CONDITIONS OF APPROVAL
OPERATOR’S NAME: | CHESAPEAKE OPERATING INC
LEASE NO.: | LC070175A
WELL NAME & NO.: | PLU PIERCE CANYON 12 FEDERAL 1H
SURFACE HOLE FOOTAGE: | 250’ FSL & 217’ FEL
BOTTOM HOLE FOOTAGE | 330’ FNL & 2310’ FEL

LOCATION: | Section 12, T. 24 S., R 29 E., NMPM

COUNTY: | Eddy County, New Mexico
TABLE OF CONTENTS

. Standard Conditions of Approval (COA) apply to this APD. If any deviations to these standards exist or
special COAs are required, the section with the deviation or requirement will be checked below.

D General Provisions
[[] Permit Expiration

i Archaeology, Paleontology, and Historical Sites

[] Noxious Weeds
[] Special Requirements

[X] Construction
Notification
Topsoil
Closed Loop System

Federal Mineral Material Pits

Well Pads
Roads
[[] Road Section Diagram
X Drilling
Medium cave/karst
[] Production (Post Drilling)

Well Structures & Facilities

Pipelines
Eléctric Lines

] Reserve Pit Closure/Interim Reclamation
[] Final Abandonment/Reclamation ’
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1L

I11.

IVv.

GENERAL PROVISIONS

The approval of the Application For Permit To Drill (APD) is in compliance with all
applicable laws and regulations: 43 Code of Federal Regulations 3160, the lease terms,
Onshore Oil and Gas Orders, Notices To Lessees, New Mexico Qil Conservation
Division (NMOCD) Rules, National Historical Preservation Act As Amended, and
instructions and orders of the Authorized Officer. Any request for a variance shall be
submitted to the Authorized Officer on Form 3160-5, Sundry Notices and Report on
Wells.

PERMIT EXPIRATION

If the permit terminates prior to drilling and drilling cannot be commenced within 60
days after expiration, an operator is required to submit Form 3160-5, Sundry Notices and
Reports on Wells, requesting surface reclamation requirements for any surface
disturbance. However, if the operator will be able to initiate drilling within 60 days after
the expiration of the permit, the operator must have set the conductor pipe in order to
allow for an extension of 60 days beyond the expiration date of the APD. (Filing of a
Sundry Notice is required for this 60 day extension.)

ARCHAEOLOGICAL, PALEONTOLOGY & HISTORICAL SITES

Any cultural and/or paleontological resource discovered by the operator or by any person
working on the operator's behalf shall immediately report such findings to the Authorized
Officer. The operator is fully accountable for the actions of their contractors and
subcontractors. The operator shall suspend all operations in the immediate area of such
discovery until written authorization to proceed is issued by the Authorized Officer. An
evaluation of the discovery shall be made by the Authorized Officer to determine the
appropriate actions that shall be required to prevent the loss of significant cultural or
scientific values of the discovery. The operator shall be held responsible for the cost of
the proper mitigation measures that the Authorized Officer assesses after consultation
with the operator on the evaluation and decisions of the discovery. Any unauthorized
collection or disturbance of cultural or paleontological resources may result in a
shutdown order by the Authorized Officer.

NOXIOUS WEEDS

The operator shall be held responsible if noxious weeds become established within the
areas of operations. Weed control shall be required on the disturbed land where noxious
weeds exist, which includes the roads, pads, associated pipeline corridor, and adjacent
land affected by the establishment of weeds due to this action. The operator shall consult
with the Authorized Officer for acceptable weed control methods, which include
following EPA and BLM requirements and policies.

Page 2 of 13



V.

VI.

SPECIAL REQUIREMENT(S)

CONSTRUCTION

A. NOTIFICATION

The BLM shall administer compliance and monitor construction of the access road and
well pad. Notify the Carlsbad Field Office at (575) 234-5972 at least 3 working days
prior to commencing construction of the access road and/or well pad.

When construction operations are being conducted on this well, the operator shall have
the approved APD and Conditions of Approval (COA) on the well site and they shall be
made available upon request by the Authorized Officer.

B. TOPSOIL

The operator shall stockpile the topsoil of the well pad. The topsoil shall not be used to
backfill the reserve pit and will be used for interim and final reclamation.

Closed Loop System
Closed Loop System- V- Door East

Tanks are required for drilling operations: No Pits.

The operator shall properly dispose of drilling contents at an authorized disposai site.
C. FEDERAL MINERAL MATERIALS PIT

If the operator elects to surface the access road and/or well pad, mineral materials
extracted during construction of the reserve pit may be used for surfacing the well pad
and access road and other facilities on the lease. RN
Payment shall be made to the BLM prior to removal of any additional federal mineral
materials from any site other than the reserve pit. Call the

Carlsbad Field Office at (575) 234-5972.

D. WELL PAD SURFACING

Surfacing of the well pad is not required.

If the operator elects to surface the well pad, the surfacing material may be required to be
removed at the time of reclamation.
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The well pad shall be constructed in a manner which creates the smallest p0551ble surface
disturbance, consistent w1th safety and operational needs.

E. ON LEASE ACCESS ROADS

Road Width

The access road shall have a driving surface that creates the smallest possible surface
disturbance and does not exceed fourteen (14) feet in width. The maximum width of
surface disturbance, when constructing the access road, shall not exceed thirty (30) feet.

Surfacing

Surfacing material is not required on the new access road driving surface. If the operator
elects to surface the new access road or pad, the surfacing material may be required to be
removed at the time of reclamation.

Where possible, no improvements should be made on the unsurfaced access road other
than to remove vegetation as necessary, road irregularities, safety issues, or to fill low
areas that may sustain standing water.

The Authorized Officer reserves the right to require surfacing of any portion of the access
road at any time deemed necessary. Surfacing may be required in the event the road
deteriorates, erodes, road traffic increases, or it is determined to be beneficial for future
field development. The surfacing depth and type of material will be determined at the
time of notification.

Crowning

Crowning shall be done on the access road driving surface. The road crown shall have a
grade of approximately 2% (i.e., a 1" crown on a 14' wide road). The road shall conform
to Figure 1; cross section and plans for typical road construction.

Ditching

Ditching shall be required on both sides of the road.

Turnouts

Vehicle turnouts shall be constructed on the road. Turnouts shall be intervisible with

interval spacing distance less than 1000 feet. Turnouts shall be constructed on all blind
curves. Turnouts shall conform to the following diagram:

Standard Turnout - Plan View

14 ----owmmeooo- Centerline of Road Driving Surface --------=--==-=---=--

2N l 10° /25 1
— <

4—>
50°
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Drainage /

Drainage control systems shall be constructed on the entire length of road (e.g. ditches,
sidehill outsloping and insloping, lead-off ditches, culvert installation, and low water
crossings).

A typical lead-off ditch has a minimum depth of 1 foot below and a berm of 6 inches

above natural ground level. The berm shall be on the down-slope side of the lead-off
ditch. ‘

Cross Section of a Typical Lead-off Ditch

1’ Minimum Depth
Natural Ground Level

on
Down Slope
Side

All lead-off ditches shall be graded to drain water with a 1 percent minimum to 3 percent
maximum ditch slope. The spacing interval are variable for lead-off ditches and shall be
determined according to the formula for spacing intervals of lead-off ditches, but may be
amended depending upon existing soil types and centerline road slope (in %);

Formula for Spacing Interval of Lead-off Ditches

Example - On a 4% road slope that is 400 feet long, the water flow shall drain water
into a lead-off ditch. Spacing interval shall be determined by the following formula:

400 foot road with 4% road slope: _400' + 100'= 200" lead-off ditch interval
4%

Culvert Installations
Appropriately sized culvert(s) shall be installed at the deep waterway channel flow
crossing.

Cattleguards
An appropriately sized cattleguard(s) sufficient to carry out the project shall be installed

and maintained at fence crossing(s).

Any existing cattleguard(s) on the access road shall be repaired or replaced if they are
damaged or have deteriorated beyond practical use. The operator shall be responsible for
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the condition of the existing cattleguard(s) that are in place and are utilized during lease
operations.

A gate shall be constructed and fastened securely to H-braces.
Fence Requlrement
Where entry is required across a fence hne the fence shall be braced and tied off on both

sides of the passageway prior to cutting.

The operator shall notify the private surface landowner or the grazing allotment holder
prior to crossing any fence(s).

Public Access

Public access on this road shall not be restricted by the operator without specific written
approval granted by the Authorized Officer.
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Figure 1 — Cross Sections and Plans For Typical Road Sections
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VII. DRILLING
A. DRILLING OPERATIONS REQUIREMENTS

The BLM is to be notified a minimum of 4 hours in advance for a representative to
witness:

a. Spudding well
b. Setting and/or Cementing of all casing strings
c. BOPE tests

X Eddy County
Call the Carlsbad Field Office, 620 East Greene St., Carlsbad, NM 88220,
(575) 361-2822

1. Although Hydrogen Sulfide has not been reported in this section, it is always a
potential hazard. If Hydrogen Sulfide is encountered, please report measured
amounts and formations to the BLM. ‘

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. Floor controls are required for 3M or Greater systems. These 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 is located, this does not include the dog house or stairway area.

4. The record of the drilling rate along with the CAL/GR/N well log run from TD
to surface will be submitted to the BLM office as well as all other logs run on the
borehole 30 days from completion. If available, a digital copy of the logs is to be
submitted in addition to the paper copies. The Rustler top and top and bottom
of Salt are to be recorded on the Completion Report.

B. CASING
Changes to the approved APD casing and cement program require submitting a
sundry and receiving approval prior to work. Failure to obtain approval prior to

work will result in an Incident of Non-Compliance being issued.

Centralizers required on surface casing per Onshore Order 2.I1LB.1.1.
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Wait on cement (WOC) time for a primary cement job will be a minimum 18 hours
for a water basin, 24 hours in the potash area, or 500 pounds compressive strength,
whichever is greater for all casing strings. Provide compressive strengths including
hours to reach required 500 pounds compressive strength prior to cementing each
casing string. See individual casing strings for details regarding lead cement slurry
requirements.

No pea gravel permitted for remedial or fall back remedial without prior
authorization from the BLM engineer.

Medium cave/karst.
Possible lost circulation in the Delaware and Bone Spring formations.

1. The 13-3/8 inch surface casing shall be set at approximately 700 feet (a minimum
of 25 feet into the Rustler Anhydrite and above the salt) and cemented to the
surface. If the salt is encountered at a shallower depth, the casing must be set 25
feet above the top of the salt.

a. 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 surface log readout will be used or a cement bond log shall be run
to verify the top of the cement.

b. Wait on cement (WOC) time for a primary cement job is to include the
lead cement slurry.

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

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

Formation below the 13-3/8” shoe to be tested according to Onshore Order
2.111.B.1.i. Test to be done as a mud equivalency test using the mud weight
necessary for the pore pressure of the formation below the shoe (not the mud weight
required to prevent dissolving the salt formation) and the mud weight for the
bottom of the hole. Report results to BLM office.

2.- The minimum requiréd fill of cement behind the 9-5/8 inch intermediate casing is:
X] Cement to surface. If cement does not circulate see B.1.a, c-d above.
Casing to be set in the Lamar Limestone or the Fletcher Anhydrite. Wait

on cement (WOC) time for a primary cement job is to mclude the lead
cement slurry due to cave/karst concerns.
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Formation below the 9-5/8” shoe to be tested according to Onshore Order 2.111.B.1.i.
Test to be done as a mud equivalency test using the mud weight necessary for the
pore pressure of the formation below the shoe (not the mud weight required to
prevent dissolving the salt formation) and the mud weight for the bottom of the
hole. Report results to BLM office.

If 75% or greater lost circulation occurs while drilling the intermediate casing hole,
the cement on the production casing must come to surface.

Pilot hole plugging proceduré approved as written. Tag depth to be reported on
subsequent sundry with spud/casing details.

Centralizers required on horizontal leg, must be type for horizontal service and
minimum of one every other joint. )

3. The minimum required fill of cement behind the 5-1/2 inch production casing is:
a. First stage to DV tool, cement shall:

X] Cement to circulate. If cement does not circulate, contact the appropriate BLM
office, before proceeding with second stage cement job.

b. Second stage above DV tool, cement shall:

Cement should tie-back at least 500 feet into previous casing string. Operator
shall provide method of verification.

4. 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 joints of the drill pipe will be installed prior to
continuing drilling operations.

C. PRESSURE CONTROL

1. All blowout preventer (BOP) and related equipment (BOPE) shall comply with well
" control requirements as described in Onshore Oil and Gas Order No. 2 and AP] RP 53
Sec. 17.

2. Minimum working pressure of the blowout preventer (BOP) and related equipment
(BOPE) required for drilling below the surface casing shoe shall be 5000 (SM) psi.
5M system requires an HCR valve, remote Kill line and annular to match. The
remote Kkill line is to be installed prior to testing the system and tested to stack
pressure.
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3. The appropriate BLM office shall be notified a minimum of 4 hours in advance for a
representative to witness the tests.

a.

Casing cut-off and BOP installation will not be initiated until the cement has
had 4-6 hours of setup time in a water basin and 12 hours in the potash areas.
This time will start after the cement plug is bumped. Testing the BOP/BOPE
against a plug can commence after meeting the above conditions plus the BOP
installation time.

The tests shall be done by an independent service company utilizing a test
plug.

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

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.

The BOP/BOPE test shall include a low pressure test from 250 to 300 psi.
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.

D. DRILL STEM TEST

If drill stem tests are performed, Onshore Order 2.II1.D shall be followed.

e

RGH 010510

VIII. PRODUCTION (POST DRILLING)

A. WELL STRUCTURES & FACILITIES

Placement of Production Facilities
Production facilities should be placed on the well pad to allow for maximum interim
recontouring and revegetation of the well location.

Containment Structures

The containment structure shall be constructed to hold the capacity of the entire contents
of the largest tank, plus 24 hour production, unless more stringent protective
requirements are deemed necessary by the Authorized Officer.

Painting Requirement
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All above-ground structures including meter housing that are not subject to safety
requirements shall be painted a flat non-reflective paint color
Shale Green, Munsell Soil Color Chart # 5Y 4/2

B. PIPELINES

C. ELECTRIC LINES

INTERIM RECLAMATION & RESERVE PIT CLOSURE

A. INTERIM RECLAMATION

If the well is a producer, interim reclamation shall be conducted on the well site in
accordance with the orders of the Authorized Officer. The operator shall submit a Sundry
Notices and Reports on Wells (Notice of Intent), Form 3160-5, prior to conducting
interim reclamation.

During the life of the development, all disturbed areas not needed for active support of
production operations should undergo interim reclamation in order to minimize the
environmental impacts of development on other resources and uses.

The operators should work with BLM surface management specialists to devise the best
strategies to reduce the size of the location. Any reductions should allow for remedial
well operations, as well as safe and efficient removal of oil and gas.

During reclamation, the removal of caliche is important to increasing the success of
revegetating the site. Removed caliche may be used for road repairs, fire walls or for
building other roads and locations. In order to operate the well or complete workover
operations, it may be necessary to drive, park and operate on restored interim vegetation
within the previously disturbed area. Disturbing revegetated areas for production or
workover operations will be allowed. If there is significant disturbance and loss of
vegetation, the area will need to be revegetated. Communicate with the appropriate BLM
office for any exceptions/exemptions if needed.

Seed Mixture 2, for Sandy Sites

The holder shall seed all disturbed areas with the seed mixture listed below. The seed
mixture shall be planted in the amounts specified in pounds of pure live seed (PLS)* per
acre. There shall be no primary or secondary noxious weeds in the seed mixture. Seed
will be tested and the viability testing of seed will be done in accordance with State law
(s) and within nine (9) months prior to purchase. Commercial seed will be either certified
or registered seed. The seed container will be tagged in accordance with State law(s) and
available for inspection by the authorized officer.
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Seed will be planted using a drill equipped with a depth regulator to ensure proper depth
of planting where drilling is possible. The seed mixture will be evenly and uniformly
planted over the disturbed area (smaller/heavier seeds have a tendency to drop the bottom
of the drill and are planted first). The holder shall take appropriate measures to ensure
this does not occur. Where drilling is not possible, seed will be broadcast and the area
shall be raked or chained to cover the seed. When broadcasting the seed, the pounds per
acre are to be doubled. The seeding will be repeated until a satisfactory stand is
established as determined by the authorized officer. Evaluation of growth will not be
made before completion of at least one full growing season after seeding.

Species to be planted in pounds of pure live seed* per acre:

Species Ib/acre
Sand dropseed (Sporobolus cryptandrus) 1.0
Sand love grass (Eragrostis trichodes) 1.0
Plains bristlegrass (Setaria macrostachya) 2.0

*Pounds of pure live seed:

Pounds of seed x percent purity x percent germination = pounds pure live seed
(Insert Seed Mixture Here)

<

X. FINAL ABANDONMENT & REHABILITATION REQUIREMENTS -

Upon abandonment of the well and/or when the access road is no longer in service the
Authorized Officer shall issue instructions and/or orders for surface reclamation and
restoration of all disturbed areas.

On private surface/federal mineral estate land the reclamation procedures on the road and
well pad shall be accomplished in accordance with the private surface land owner
agreement. '
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