Form 3160 -3
(February 2005)

ATS -pG- 527%7&

OCD Artesic )
SECRETARYS POTASH OMB Mo, 10040135

Expires March 31, 2007
S Lease Senal No.

LUF THE INTERIOR SHL: NM104684, BHL: NM067106

APPLICATION FOR PERMIT TO DRILL OR REENTER

6 If Indian, Allotee or Tribe Name

la  Type of work DRILL

D REENTER 7 If Uit or CA Agreement, Name and No

8 Lease Name and Well No

b Typeof Well  [/Jon wen [_]Gas Well [_]other []smete zone [ JMuluple Zone Seabiscuit Federal Com #2 W

2 Name of Operator

9 API Well No

Marbob Energy Corporation /A() _,O\i:),‘b(] m""
rd

3a Address p.Q. Box 227, Artesia, NM 88211-0227 3b Phone No (include area code) 10 Field and Pool, or Exploratory
575-748-3303 Sand Dunes; Bone Spring, South

4 Location of Well (Report locaton clearly and m accordance with any State yequn ements *)
330" FSL & 2260' FWL

At surface

At proposed prod zone 330' FNL & 2260' FWL

11 Sec, T R M or Blk and Survey or Area

Section 12, T24S - R31E

14 Distance m mules and direction from nearest town or post office* 12 County or Pansh 13 State
About 21 miles from Malaga, NM Eddy County NM
15 Distance from proposed* 16 No of acres in lease 17 Spacing Urut dedicated to this well
location to r;earest
roperty o lease line, ft ,
FAlEorg nearest drig unit hine, 1f any) 330 SHL: 160, BHL: 160 160
18 Distance from proposed location* 19_Propoged Depth 20 BLM/BIA Bond No on file
to nearest well, drﬁlmg, completed, ™D 'Qg' g i &
applicd for, on thus lease, f PH 9600, TVD Horz 8400 NMB000412
21 Elevations (Show whether DF, KDB, RT, GL, etc) 22, Approximate date work will start* 23 Estimated duration
3566' GL 08/20/2009 35 Days

24. Attachments

The following, completed 1n accordance with the requirements of Onshore Oil and Gas Order No 1, must be attached to this form

1 Well plat certified by a registered surveyor
2 A Dnlling Plan

4 Bond to cover the operations unless covered by an existing bond on file (see
Item 20 above)

3 A Surface Use Plan (if the location 1s on National Forest System Lands, the 5 Operator certification

SUPO must be filed with the appropriate Forest Servi

ce Office) 6 Su(i\l;l other site specific information and/or plans as may be required by the
BLM.

Date

Title S.D
Land Department

25 Signature - Name (Printed Typed)
/] T OWJ Nancy T. Agnew 07/20/2009
U =7 ;

Approved by (Signature)
/s/lindaS C.R

Name (Printed Typed) D"E’EB 5 2010

undell

NM STATE OFFICE  |”™  S7ATE DIRFCTGR

Application approval does not warrant or certify that the applicant holds legalor equitable title to those rights m the subjectlease which would entitle the applicantto

conduct operations thereon 5
Conditions of approval, if any, are attached

APPROVAL FOR TWO YEARS

Title 18 USC Section 1001 and Title 43 USC Section 12

12, make 1t a cnme for any person knowngly and willfully to make to any department or agency of the United

States any false, fictitious or fraudulent statements or representations as to any matter within its junsdiction

*(Instructions on page 2)
Carlshad Controlled Water Basin

SEE ATTACHED FOR
CONDITIONS OF APPROVAL

AN

fod Wy AL VUL v

GENERAL REQUIREMENTS

AND SPECIAL STIPULATIONS
ATTACHED



STATEMENT ACCEPTING RESPONSIBILITY FOR OPERATIONS

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

Date: July 20, 2009
SHL Y M o684

Lease #: BH . NMOo67IDL
Seabiscuit Federal Com #2

Legal Description: Sec. 12-T24S-R31E
Eddy County, New Mexico

Formation(s): Permian
Bond Coverage: Statewide
BLM Bond File #: NMB000412

Marbob Energy Corporation

S e/ 00704 )

Naﬁcy Agnew()
Land Department




DISTRICT 1

1625 N. FRENCH DR, HOBBS, NM 88240

DISTRICT II

1301 W GRAND AVENUR, ARTESIA, NM 88210

DISTRICT II
1000 Rio Brazos Rd., Aztec, NM 87410

DISTRICT IV

1220 S ST FRANCIS DR., SANTA FE, NM 87505

OILL. CONSERVATION DIVISION

State of New Mexico

Energy, Minerals and Natural Resources Department

1220 SOUTH ST. FRANCIS DR.
Santa Fe, New Mexico 87505

WELL LOCATION AND ACREAGE DEDICATION PLAT

Form C-102

Revised October 12, 2005

Submit to Appropnate District Office

State Lease - 4 Copies
Fee Lease —~ 3 Copies

O AMENDED REPORT

API Number

20 -O\D "N

Pool Code

| D3N

@ron Dewd

Pool Name

BONE SPRING_

Property Code Property Name Well Number
MNROVG SEABISCUIT FEDERAL COM 2H
OGRID No. Operator Name Elevation
14049 MARBOB ENERGY CORPORATION 3566’
Surface Location
UL or lot No Section Township Range Lot Idn Feet from the North/South hne Feet from the East/West lLine County
N 12 24-S| 31~k 330 SOUTH 2260 WEST 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
C 12 24-S| 31~-E 330 NORTH 2260 WEST EDDY
Dedicated Acres Joint or Infill Consolidation Code Order No
160

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

(N

OR A N?N STAND/ARD UNIT HAS BEEN APPROVED BY THE DIVISION

_~_____

GRID AZ —359'42'09"
HORZ DIST —4626 1’

W'B"a

ST

g
§
nid
i
3

O

SURFACE LOCATION

e mwf—&“ T, 7 B
8) Zi OPERATOR CERTIFICATION
BH ;}g bereml :ﬂt':i_g z:’fgnz;:t:b tea 'gZ’T::twgf
Ei:. BOTTOM HOLE LOCATION my knowledge and belief, and that this

Y=450868 0 N
X=685844 7 £

NAD 27 NME

Y=446243.1 N
X=6858685 E

organization either owns a working interest
or unleased mnersl interest in the land

ding the pr d bottom hole location
or has a right to drill this well at this
location pursuant to a contract with an
owner of such mineral or working interest,
or to a voluntary pooling agreement or a
compulsory pooling order heretofore entered
by the division.

c/}ma/ T ity 20100

S nature Date

Nancv T. Agnew

Printed Name

SURVEYOR CERTIFICATION

I hereby certify that the well location
shown on this plat was plotted from field
notes of actual surveys made by me or
under my supervision, and that the same 19
true and correct to the best of my belief

.\\\\\\\\\\\\\“
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Certificate No.

RONALD EIDSON 3239
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PADUCA BREAKS NW, N.M — 10°
SEC. 12 TWP.24-S RGE. 31—-E
SURVEY. N.M.P.M - Cxisting Romcks
COUNTY__EDDY  STATE_NEW MEXICO

DESCRIPTION 330" FSL & 2260° FWL

ELEVATION 3566’
MARBOB ENERGY

OPERATOR CORPORATION

LEASE __ SEABISCUIT FEDERAL COM

U S.G.S. TOPOGRAPHIC MAP
PADUCA BREAKS NW, N.M.

PROVIDING SURVEYING SERVICES
SINCE 1946

JOHN WEST SURVEYING COMPANY

412 N DAL PASO
HOBBS, N.M 88240
(575) 393-3117

Revised 8/19/09

Exlibd %2
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In conjunction with Form 3160-3, Application for Permit to Drill subject well, Marbob Energy
Corporation submits the following ten items of pertinent information in accordance with BLM

DRILLING AND OPERATIONS PROGRAM

requirements.

MARBOB ENERGY CORPORATION

Seabiscuit Federal Com #2
Surf: 330’ FSL & 2260’ FWL
BHL: 330’ FNL & 2260’ FWL

Section 12, T24S — R31E
Eddy County, New Mexico

7

1. Geological surface formation: Permian

2. The estimated tops of geologic markers & estimated depths at which anticipated water,
oil or gas formations are expected to be encountered are as follows:

3. Proposed Casing Program: S¢€ coA

Rustler

Top Salt

Bottom Salt
- Delaware

Bone Spring

TD (Pilot Hole)

TVD Horz.

No other formations are expected to give up oil, gas, or fresh water in measurable
quantities. The surface fresh water sands will be protected by setting 13 3/8” casing at
840’ and circulating cement back to surface. All intervals will be isolated by setting 5 12"

810’

948’
4350
4575’
8421’
9600’
8400’

Oil
Oil

casing to total depth and circulating cement above the base of the 13 3/8” casing.

Hole Interval oD New Wt Collar Grade Collapse | Burst | Tension
Size ; Casing or Design | Design | Design
LAY Used Factor | Factor | Factor
17 " 0’ - 840" 13 3/8” | New 54.5# | STC J-55 1.125 1.125 [ 1.6
121/4” | 840-3500° |95/8" |[New 36# BUTT |1-55 1.125 1.125 1.6
12 1/4" | 3500'—-4500" | 95/8” | New 40# BUTT |J-55 1.125 1125 [1.6
7 7/8” | 4500" - 13000 | 5 2" New 17# LTC N--80 1.125 1.125 [ 1.6

Plan to drill 17 2" hole to 840’ set and cement 13 3/8" casing. Drill to 4500 with 12 %" bit set
and cement 9 5/8" casing then drill Pilot hole to 9600’ log well then plug back and horizontal

well bore to new BHL @ 8400’ TVD.




5. Proposed Cement Program: 6(’5 COA

a. 13 3/8" Surf Cement to surface with 300 sk "C” light wt 12.7 yield 1.91.
Tail in with 200 sk “¢” wt 14.8 yield 1.34.

b. 9 5/8" Int cement with 800 sk “c” Light wt 12.7 yield 1.91 Tail in
w/250 sk "c” wt 14.8 yield 1.34 toc 5§6: ) - .
/ Y Sggrgce‘ See COR
¢. 51/2” Prod 1** Stage 500 sk Acid Soluble “H” cement wt. 15.0 yield 2.6
2" stage with 550 sk “H” Light wt. 12.7 yield 1.91 tail in
with 100 "H” wt. 13.0 yield 1.64. DV @ 8000’ TOC 4000,

The above cement volumes could be revised pending the caliper measurement from the
open hole logs. The top of cement is designed to reach approximately 280" above the 9
5/8" casing shoe. All casing is new and API approved. 500

6. Minimum Specifications for Pressure Control:

Nipple up on 13 3/8" with 2M system and test to 2000# with independent tester. Nipple
up on 9 5/8” with 3M system & test to 3000# with independent tester.

BOP will be operationally checked each 24 hour period. BOP will be operationally
checked on each trip out of the hole. These checks will be noted on the daily tour
sheets. A 2'kill line and a 3" choke line will be included in the drilling spool located
below the BOP. Other accessories to the BOP equipment will include a Kelly cock and
floor safety valve (inside BOP) and choke lines and choke manifold with 3000 psi WP
rating.

7. Estimated BHP: 3993.6 psi

8. Mud Program: The applicable depths and properties of this system are as follows:

Qee
. Mud Viscosity Waterloss
Depth 475  Type System Weight (sec) (cc)
‘ 0’ -840 Fresh Water 8.4 29 N.C.
%75 840 —4500°  Brine 9.9 - 10.0 29 N.C.
4500 - 13000° Cut Brine 9.0 29 N.C.

The necessary mud products for weight addition and fluid loss control will be on location
at all times.

9. Auxiliary Well Control and Monitoring Equipment:
a. A Kelly cock will be in the drill string at all times.

b. A full opening drill pipe stabbing valve having the appropriate connections will be
on the rig floor at all times.



c. Hydrogen Sulfide detection equipment will be in operation after drilling out the
13 3/8" casing shoe until the 5 2" casing is cemented. Breathing equipment will
be on location upon drilling the 13 3/8” shoe until total depth is reached.

10.Testing, Logging and Coring Program: 22 (OA

a. Drill stem tests will be based on geological sample shows.
b. The open hole electrical logging program will be:
i Total Depth to Intermediate Casing: Dual Laterolog-Micro Laterolog and
Gamma Ray. Compensated Neutron — Z Density log with Gamma Ray and
Caliper.
ii. Total Depth to Surface: Compensated Neutron with Gamma Ray
iii. No coring program is planned

iv. " Additional "testing will béinitiatéd subsequent to setting the 5 2"
production casing. Specific intervals will be targeted based on log
evaluation, geological sample shows and drill stem tests.

11.Potential Hazards:

i2.

a. No abnormal pressures or temperatures are expected. There is no known presence
of H2S in this area. If H2S is encountered the operator will comply with the provisions
of Onshore QOil 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
drilf this well. Estimated BHP: 3993.6 psi. No H2S is anticipated to be encountered.

Anticipated starting date and Duration of Operations:
a. Road and location construction will begin after the BLM has approved the APD.

Anticipated spud date will be as possible after BLM approval and as soon as a rig will be
available. Move in operations and drilling is expected to take 35 days.



energy corporation
Artesta N M

Marbob

Eddy County
Seabiscuit Federal Com
#2H

OH

Plan: Plan #1

Pathfinder X & Y Planning Report

16 July, 2009
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Pathfinder Energy Services
Pathfinder X & Y Planning Report

Company: Marbob Local Co-ordinate Reference: ~ Well #2H
Project: Eddy County TVD Reference: WELL @ 3588 00ft (22' KB)
Site: Seabiscuit Federal Com MD Reference: WELL @ 3588 00ft (22' KB)
Well: #2H North Reference: Gnd
Wellbore: OH Survey Calculation Method: Minimum Curvature
Design: Plan #1 Database: Midland Database
Project Eddy County
Map System: US State Plane 1927 (Exact solution) System Datum- Mean Sea Level
Map Zone: New Mexico East 3001
Site Seabiscuit Federal Com
Site Position Northing: 446,236 500 Latitude 32°13'31515N
From: Map Easting: 683,088 900 ft Longitude: 103° 44 18 078 W
Position Uncertainty. 000 ft Slot Radius: " Gnid Convergence 032°
Well #2H
Well Position +N/-8 000 ft Northing: 446,243 100 ft Latitude: 32°13'31477N
+E/-W 000 ft Easting: 685,868 500 ft Longitude: 103° 43' 56 197 W
Position Uncertainty 000ft Wellhead Elevation: ft Ground Level: 3,566 00ft
Wellbore OH
Magnetics Model Name Sample Date Declination Dip Angle Field Strength
©) ) (nT)
IGRF200510 07/16/2009 788 60 22 48,818
Design Plan #1
Audit Notes:
Version: Phase. Tie On Depth 000
Vertical Section: Depth From (TVD) +N/-S +E/-W Direction
(ft) (ft) () )
000 000 000 35970
Survey Tool Program Date 07/16/2008
From To
(ft) {ft) Survey (Wellbore) Tool Name Description
000 12,820 02 Plan#1 (OH) MWD MWD - Standard

07/16/2009 5 09 28PM

Page 2

COMPASS 2003 16 Burid 42
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Pathfinder Energy Services b e
Pathfinder X & Y Planning Report %@Jég%g% ;%%&\‘INDER )

o rrarriacd
s v e

Company: Marbob Local Co-ordinate Reference: ~ Well #2H
Project: Eddy County ) TVD Reference: WELL @ 3588 00ft (22' KB)
Site. Seabiscuit Federal Com MD Reference: WELL @ 3588 00ft (22' KB)
Well: #2H North Reference: Gnd
Wellbore: OH Survey Calculation Method: Minimum Curvature
Design: Plan #1 Database: Midland Database
Planned Survey
MD Inc Azi TVD TVDSS N/S E/W V. Sec DLeg Northing Easting
(ft) ) °) (ft) (ft) (ft) (ft) (ft) {°/100ft) (ft) (ft)
000 000 000 000 -3,588 00 000 000 000 000 446,243 10 685,868 50
100 00 000 000 100 00 -3,488 00 000 000 000 000 446,243 10 685,868 50
200 00 000 000 200 00 -3,388 00 000 000 000 000 446,243 10 685,868 50
30000 000 000 300 00 -3,288 00 000 000 000 000 446,243 10 685,868 50
40000 000 000 400 00 -3,188 00 000 000 000 000 446,243 10 685,868 50
500 00 000 000 500 00 -3,088 00 000 000 000 000 446,243 10 685,868 50
600 00 000 000 600 00 -2,988 00 000 000 000 000 446,243 10 685,868 50
700 00 000 000 700 00 -2,888 00 000 000 000 000 446,243 10 685,868 50
800 00 000 000 800 00 -2,788 00 000 o] ¢le] 000 000 446,243 10 685,868 50
S00 00 000 000 900 00 -2,688 00 000 000 000 000 446,243 10 685,868 50
1,000 00 000 000 1,000 00 -2,588 00 000 000 000 000 446,243 10 685,868 50
1,100 00 000 000 1,100 00 -2,488 00 000 000 000 000 446,243 10 685,868 50
1,200 00 000 000 1,200 00 -2,388 00 000 000 000 000 446,243 10 685,868 50
1,300 00 000 000 1,300 00 -2,288 00 000 000 000 000 446,243 10 685,868 50
1,400 00 000 000 1,400 00 -2,188 00 000 000 000 000 446,243 10 685,868 50
1,500 00 000 000 1,500 00 -2,088 00 000 000 000 000 446,243 10 685,868 50
1,600 00 000 000 1,600 00 -1,988 00 000 000 000 000 446,243 10 685,868 50
1,700 00 000 000 1,700 00 -1,888 00 000 000 000 000 446,243 10 685,868 50
1,800 00 000 000 1,800 00 -1,788 00 000 000 000 000 446,243 10 685,868 50
1,800 00 000 000 1,900 00 -1,688 00 o000 000 000 000 446,243 10 685,868 50
2,000 60 000 000 2,000 00 -1,588 00 000 000 000 000 446,243 10 685,868 50
2,100 00 000 000 2,100 00 -1,488 00 000 000 000 000 446,243 10 685,868 50
2,200 00 000 000 2,200 00 -1,388 00 000 000 000 000 446,243 10 685,868 50
2,300 00 000 000 2,300 00 -1,288 00 000 000 000 000 446,243 10 685,868 50
2,400 00 000 000 2,400 00 -1,188 00 o000 000 000 000 446,243 10 685,868 50
2,500 00 000 000 2,500 00 -1,088 00 000 000 000 000 446,243 10 685,868 50
2,600 00 000 000 2,600 00 -988 00 000 00c 000 000 446,243 10 685,868 50

07/16/2009 5 09 28PM Page 3 COMPASS 2003 16 Build 42



Pathfinder Energy Services @gg i
fmiarbon Pathfinder X & Y Planning Report 1 @\g %%\FINDER .

s oy i e

Company: Marbob Local Co-ordinate Reference: =~ Well#2H

Project: Eddy County TVD Reference: WELL @ 3588 00ft (22' KB)

Site: Seabiscuit Federal Com MD Reference: WELL @ 3588 00ft (22' KB)

Well: #2H North Reference: Gnd

Weilbore: OH Survey Calculation Method: Minimum Curvature

Design: Plan #1 Database: Midiand Database

Planned Survey

MD Inc Az| TVD TVDSS N/S EW V. Sec DLeg Northing Easting
(ft) (] ] () (ft) (ft) (f6) (ft) (°/100ft) (ft) (ft)

2,700 00 000 000 2,700 00 -888 00 000 000 000 000 446,243 10 685,868 50
2,800 00 000 000 2,800 00 -788 00 000 000 000 000 446,243 10 685,868 50
2,800 00 000 000 2,900 00 -688 00 000 000 000 000 446,243 10 685,868 50
3,000 00 000 000 3,000 00 -588 00 000 000 000 000 446,243 10 685,868 50
3,100 00 000 000 3,100 00 -488 00 000 000 000 000 446,243 10 685,868 50
3,200 00 000 000 3,200 00 -388 00 000 000 000 000 446,243 10 685,868 50
3,30000 000 000 3,300 00 -288 00 000 000 000 000 446,243 10 685,868 50
3,400 00 000 000 3,400 00 -188 00 000 000 000 000 446,243 10 685,868 50
3,500 00 000 000 3,500 00 -8800 000 000 000 000 446,243 10 685,868 50
3,600 00 000 000 3,600 00 12 00 000 000 000 000 446,243 10 685,868 50
3,700 00 000 000 3,700 00 112 00 000 000 000 000 446,243 10 685,868 50
3,800 00 000 000 3,800 00 212 00 000 000 000 000 446,243 10 685,868 50
3,900 00 000 000 3,900 00 31200 000 000 000 000 446,243 10 685,868 50
4,000 00 000 000 4,000 00 412 00 000 000 000 000 446,243 10 685,868 50
4,100 00 000 000 4,100 00 512 00 000 000 000 000 446,243 10 685,868 50
4,200 00 000 000 4,200 00 612 00 000 000 000 000 446,243 10 685,868 50
4,300 00 000 000 4,300 00 712 00 000 000 000 000 446,243 10 685,868 S50
4,400 00 000 000 4,400 00 812 00 000 000 000 000 446,243 10 685,868 50
4,500 00 000 000 4 500 00 912 00 000 000 000 000 446,243 10 685,868 50
4,600 00 000 000 4,600 00 1,012 00 000 000 000 000 446,243 10 685,868 S0
4,700 00 000 000 4,700 00 1,112 00 000 000 000 000 446,243 10 685,868 50
4,800 00 000 000 4,800 00 1,212 00 000 000 000 000 446,243 10 685,868 50
4,900 00 000 000 4,900 00 1,312 00 000 000 000 000 446,243 10 685,868 50
5,000 00 000 000 5,000 00 1,412 00 000 000 000 000 446,243 10 685,868 50
5,100 00 000 000 5,100 00 1,512 00 000 000 000 000 446,243 10 685,868 50
5,200 00 000 000 5,200 00 1,612 00 000 000 000 000 446,243 10 685,868 50
5,300 00 000 000 5,300 00 1,712 00 000 000 000 000 446,243 10 685,868 50
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Company: Marbob Local Co-ordinate Reference:  Well #2H

Project: Eddy County TVD Reference: WELL @ 3588 00ft (22' KB)

Site: Seabiscuit Federal Com MD Reference: WELL @ 3588 00ft (22' KB)

Well: #2H North Reference: Gnd

Wellbore: OH Survey Calculation Method: Minimum Curvature

Design: Plan #1 Database: Midland Database

Planned Survey

MD Inc Azi TVD TVDSS N/S EW V. Sec DLeg Northing Easting
(ft) ©) ) (ft) (ft) (ft) (ft) (ft) (°/100ft) (ft) (ft)

5,400 00 000 000 5,400 00 1,812 00 000 000 000 000 446,243 10 685,868 50
5,500 00 000 000 5,500 00 1,912 00 000 000 000 000 446,243 10 685,868 50
5,600 00 000 000 5,600 00 2,012 00 000 000 000 000 446,243 10 685,868 50
5,700 00 000 000 5,700 00 2,112 00 000 000 000 000 446,243 10 685,868 50
5,800 00 000 000 5,800 00 2,212 00 000 000 000 000 446,243 10 685,868 50
5,900 00 000 000 5,800 00 2,312 .00 000 000 000 000 446,243 10 685,868 50
6,000 00 000 000 6,000 00 2,412 00 000 000 000 000 446,243 10 685,868 50
6,100 00 000 000 6,100 00 2,512 00 000 000 000 000 446,243 10 685,868 50
6,200 00 000 000 6,200 00 2,612 00 000 000 000 000 446,243 10 685,868 50
6,300 00 000 000 6,300 00 2,71200 000 000 000 000 446,243 10 685,868 50
6,400 00 000 000 6,400 00 2,812 00 000 000 000 000 446,243 10 685,868 50
6,500 00 000 000 6,500 00 2,912 00 000 000 000 000 446,243 10 685,868 50
6,600 00 000 000 6,600 00 3,012 00 000 000 000 000 446,243 10 685,868 50
6,700 00 000 000 6,700 00 3,112 00 000 000 000 000 446,243 10 685,868 50
6,800 00 000 000 6,800 00 3,212 00 000 000 000 000 446,243 10 685,868 50
6,900 00 000 000 6,900 00 3,312 00 000 000 000 000 446,243 10 685,868 50
7,000 00 000 000 7,000 00 3,412 00 000 000 000 000 446,243 10 685,868 50
7,100 00 000 000 7,100 00 3,512 00 000 000 000 000 446,243 10 685,868 50
7,200 00 000 000 7,200 00 3,612 00 000 000 000 000 446,243 10 685,868 50
7,300 00 000 000 7,300 00 3,712 00 000 000 000 000 446,243 10 685,868 50
7,400 00 000 000 7,400 00 3,812 00 000 000 ooc 000 446,243 10 685,868 50
7,500 00 000 000 7,500 00 3,912 00 000 000 000 000 446,243 10 685,868 50
7,600 00 000 000 7,600 00 4,012 00 000 000 000 000 446,243 10 685,868 50
7,700 00 000 000 7,700 0O 4,112 00 000 000 000 000 446,243 10 685,868 50
7,800 00 000 000 7,800 0C 4,212 00 000 000 000 000 446,243 10 685,868 50
7,900 00 000 000 7,800 00 4,312 00 000 000 000 000 446,243 10 685,868 50
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Company: Marbob Local Co-ordinate Reference: ~ Well#2H
Project: Eddy County TVD Reference: WELL @ 3588 00ft (22' KB)
Site: Seabiscuit Federal Com MD Reference: WELL @ 3588 00ft (22' KB)
Well: #2H North Reference: Grd
Wellbore: OH Survey Calculation Method: Minimum Curvature
Design: Plan #1 Database: Midiand Database
Planned Survey
MD Inc Azi TVD TVDSS N/s EW V. Sec DLeg Northing Easting
(ft) ) ©) (ft) (ft) 9 (ft) (ft) (°/100ft) (v (ft)
7,922 50 000 000 7,922 50 4,334 50 000 000 000 000 446,243 10 685,868 50
KOP-7922.50'MD,0.00°INC,0.00°AZI,7922.50'TVD
7,925 00 030 35970 7,925 00 4,337 00 001 000 oo 12 00 446,243 11 685,868 50
7,950 00 330 35970 7,949 98 4,361 98 079 000 079 12 00 446,243 89 685,868 50
7,975 00 630 359 70 7974 89 4,386 89 288 -002 288 12 00 446,245 98 685,868 48
8,000 00 930 359 70 7,999 66 4,411 66 628 -003 628 12 00 446,249 38 685,868 47
8,025 00 12 30 35970 8,024 21 4,436 21 10 96 -0 06 1096 1200 446,254 06 685,868 44
8,050 00 1530 35970 8,048 49 4,460 49 16 92 -009 16 92 1200 446,260 02 685,868 41
8,075 00 18 30 359 70 8,072 42 4,484 42 2415 013 24 15 1200 446,267 25 685,868 37
8,100 00 2130 35970 8,095 94 4,507 94 3261 -017 3261 1200 446,275 71 685,868 33
8,125 00 24 30 35970 8,118 98 4,530 98 42 30 -022 42 30 1200 446 285 40 685,868 28
8,150 00 27 30 35970 8,141 49 4,553 49 53 18 -028 5318 1200 446,296 28 685,868 22
8,175 00 30 30 35970 8,163 40 4575 40 65 22 -034 65 22 12 00 446,308 32 685,868 16
8,200 00 3330 35970 8,184 64 4,596 64 78 39 041 78 39 1200 446,321 49 685,868 09
8,225 00 36 30 35970 8,205 17 4,617 17 92 65 -0 49 92 66 1200 446,335 75 685,868 01
8,250 00 39 30 35970 8,224 92 4,636 92 107 97 057 107 98 1200 446,351 07 685,867 93
8,275 00 42 30 35970 8,243 84 4,655 84 124 31 -0 65 124 31 1200 446,367 41 685,867 85
8,300 00 45 30 35970 8,261 89 4,673 89 141 61 074 14161 1200 446,384 71 685,867 76
8,325 00 48 30 35970 8,279 00 4,691 00 159 83 -084 159 83 1200 446,402 93 685,867 66
8,350 00 51 30 35970 8,295 14 4,707 14 178 92 -094 178 92 1200 446,422 02 685,867 56
8,375 00 54 30 35970 831025 4,722 25 198 83 -104 198 83 1200 446,441 93 685,867 46
8,400 00 57 30 35970 8,324 30 4,736 30 21950 -115 21951 1200 446,462 60 685,867 35
8,425 00 60 30 35970 8,337 25 4,749 25 24088 -126 240 89 1200 446,483 98 685,867 24
8,450 00 63 30 35970 8,349 07 4,761 07 262 91 -138 262 92 1200 446 506 01 685,867 12
8,475 00 66 30 35970 8,359 71 4,771 71 28553 -150 28553 12 00 446,528 63 685,867 00
8,500 00 69 29 35970 8,369 16 4,781 16 308 67 -162 308 68 1200 446,551 77 685,866 88
8,525 00 7229 35970 8,377 38 4,789 38 33228 -174 33228 1200 446,575 38 685,866 76
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Company: Marbob Local Co-ordinate Reference: ~ Well #2H
Project: Eddy County TVD Reference: WELL @ 3588 00ft (22' KB)
Site: Seabiscuit Federal Com MD Reference: WELL @ 3588 00ft (22' KB)
Welt: #2H North Reference: Gnd
Wellbore: OH Survey Calculation Method: Minimum Curvature
Design: Plan #1 Database: Midland Database
Planned Survey
MD Inc Azi TVD TVDSS N/S EW V. Sec DLeg Northing Easting
(ft) o) ) (ft) (ft) ] (ft) (ft) (*r100ft) () (ft)
8,550 00 7529 35970 8,384 36 4,796 36 356 28 -1 87 356 29 1200 446,599 38 685,866 63
8,575 00 78 29 35970 8,390 07 4,802 07 38062 -199 38062 1200 446,623 72 685,866 51
8,600 00 8129 35970 8,394 50 4,806 50 405 22 212 405 22 12 00 446,648 32 685,866 38
8,625 00 84 29 359 70 8,397 63 4,809 63 430 02 -225 43002 12 00 446,673 12 685,866 25
8,650 00 87 29 35970 8,399 47 4,811 47 454 95 -238 454 95 12 00 446,698 05 685,866 12
8,672 56 S0 00 359 70 8,400 00 4,812 00 477 49 -2 50 477 50 1200 446,720 59 685,866 00
EOC-8672.56'MD,80.00°INC,359.70°AZ!1,8400.00'TVD,12.00°DLS, 477.50'VS, 477.50'N, -2.50'E
8,700 00 980 00 35970 8,400 00 4,812 00 504 94 -264 504 94 000 446,748 04 685,865 86
8,800 00 90 00 359 70 8,400 00 4,812 00 604 94 317 604 94 000 446,848 04 685,865 33
8,900 00 90 00 359 70 8,400 00 4,812 00 704 94 -369 704 94 000 446,948 04 685,864 81
9,000 00 S0 00 35970 8,400 00 4,812 00 804 93 -4 21 804 94 000 447,048 03 685,864 29
9,100 00 90 00 35870 8,400 00 4,812 00 904 93 -474 S04 94 000 447,148 03 685,863 76
9,200 00 S0 00 35970 8,400 00 4,812 00 1,004 93 -526 1,004 94 000 447,248 03 685,863 24
9,300 00 S0 00 35970 8,400 00 4,812 00 1,104 93 579 1,104 94 000 447,348 03 685,862 71
9,400 00 90 00 35970 8,400 00 4,812 00 1,204 93 -6 31 1,204 94 000 447,448 03 685,862 19
9,500 00 90 00 35870 8,400 00 4,812 00 1,304 93 -6 83 1,304 94 000 447548 03 685,861 67
9,600 00 90 00 35970 8,400 00 4,812 00 1,404 93 -7 36 1,404 94 000 447,648 03 685,861 14
9,700 00 90 00 35870 8,400 00 4,812 00 1,504 92 -7 88 1,504 94 000 447,748 02 685,860 62
9,800 00 90 00 35970 8,400 00 4,812 00 1,604 92 -8 40 1,604 94 000 447,848 02 685,860 10
9,900 00 S0 00 35970 8,400 00 4,812 00 1,704 92 -8 93 1,704 94 000 447,948 02 685,859 57
10,000 00 S0 00 35970 8,400 00 4,812 00 1,804 92 945 1,804 94 000 448,048 02 685,859 05
10,100 00 90 00 35970 8,400 00 4,812 00 1,904 92 997 1,904 94 000 448,148 02 685,858 53
10,200 00 90 00 35970 8,400 00 4,812 00 2,004 92 -10 50 2,004 94 000 448,248 02 685,858 00
10,300 00 90 00 35970 8,400 00 4,812 00 2,104 92 -11 02 2,104 94 000 448,348 02 685,857 48
10,400 00 S0 00 35970 8,400 00 4,812 00 2,204 91 -1155 2,204 94 000 448,448 01 685,856 95
10,500 00 90 00 35970 8,400 00 4,812 00 2,304 91 -1207 2,304 94 000 448,548 01 685,856 43
10,600 00 90 00 35970 8,400 00 4,812 00 2,404 91 -12 59 2,404 94 000 448,648 01 685,855 91
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Company: Marbob Local Co-ordinate Reference: ~ Well #2H
Project: Eddy County TVD Reference: WELL @ 3588 00ft (22’ KB)
Site. Seabiscuit Federal Com MD Reference: WELL @ 3588 00ft (22' KB)
Well: #2H North Reference: Gnd
Wellbore: OH Survey Calculation Method: Minimum Curvature
Design: Plan #1 Database: Midland Database
Planned Survey
MD inc Azi TVD TVDSS N/S EW V. Sec DLeg Northing Easting
(ft) Y] () (ft) (ft) (ft) (ft) (ft) (°/1001t) (fv (ft)
10,700 00 80 00 359 70 8,400 00 4,812 00 2,504 91 -1312 2,504 94 000 448,748 01 685,855 38
10,800 00 90 00 35970 8,400 00 4,812 00 2,604 91 -1364 2,604 94 000 448,848 01 685,854 86
10,900 00 90 00 359 70 8,400 00 481200 2,704 91 -14 16 2,704 94 000 448,948 01 685,854 34
11,000 00 90 00 35970 8,400 00 4,812 00 2,804 91 -14 69 2,804 94 000 449,048 01 685,853 81
11,100 00 90 00 35970 8,400 00 4,812 00 2,904 90 -1521 2,904 94 000 449,148 00 685,853 29
11,200 00 S0 00 35970 8,400 GO 4,812 00 3,004 90 -1573 3,004 94 000 449,248 00 685,852 77
11,300 00 S0 00 35970 8,400 00 4,812 00 3,104 90 -16 26 3,104 94 000 449,348 00 685,852 24
11,400 00 90 00 35970 8,400 00 4,812 00 3,204 90 -16 78 3,204 94 000 449,448 00 685,851 72
11,500 00 90 00 35970 8,400 00 4,812 00 3,304 90 -17 30 3,304 94 000 449,548 00 685,851 20
11,600 00 S0 00 35970 8,400 00 4,812 00 3,404 90 -17 83 3,404 94 000 449,648 00 685,850 67
11,700 00 S0 00 35970 8,400 00 4,812 00 3,504 90 -18 35 3,504 94 000 449,748 00 685,850 15
11,800 00 S0 00 35970 8,400 00 4,812 00 3,604 90 -18 88 3,604 94 000 449,848 00 685,849 62
11,900 00 90 00 35970 8,400 00 4,812 00 3,704 89 -19 40 3,704 94 000 449,947 99 685,849 10
12,000 00 90 00 35970 8,400 00 4,812 00 3,804 89 -1992 3,804 94 000 450,047 99 685,848 58
12,100 00 90 00 35970 8,400 00 4,812 00 3,904 89 -2045 3,804 94 000 450,147 99 685,848 05
12,200 00 S0 00 35970 8,400 00 4,812 00 4,004 89 -2097 4,004 94 000 450,247 99 685,847 53
12,300 00 90 00 35970 8,400 00 4,812 00 4104 89 -21 49 4,104 94 000 450,347 99 685,847 01
12,400 00 S0 00 35970 8,400 00 4,812 00 4,204 89 -22 02 4,204 94 000 450,447 99 685,846 48
12,500 00 S0 00 35970 8,400 00 4,812 00 4,304 89 -22 54 4,304 94 000 450,547 99 685,845 96
12,600 00 90 00 35970 8,400 00 4,812 00 4,404 88 -23 06 4,404 94 000 450,647 98 685,845 44
12,700 00 S0 00 35970 8,400 00 4,812 00 4,504 88 -23 59 4,504 94 000 450,747 98 685,844 91
12,800 00 90 00 35970 8,400 00 4,812 00 4,604 88 24 11 4,604 94 000 450,847 98 685,844 39
12,820 02 90 00 35970 8,400 00 4,812 00 4,624 90 24 22 4,624 96 000 450,868 00 685,844 28
BHL.-12820.02'MD,90.00°INC,359 70°AZI, 8400.00'TVD, 4624.96'VS, 4624.90'N, -24.22’'E - PBHL(SB#2)
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Pathfinder Energy Services

Pathfinder X & Y Planning Report
Company: Marbob Local Co-ordinate Reference:  Well #2H
Project: Eddy County TVD Reference: WELL @ 3588 00ft (22' KB)
Site: Seabiscuit Federal Com MD Reference: WELL @ 3588 00ft (22' KB)
Well: #2H North Reference: Gnd
Wellbore: OH Survey Calculation Method: Minimum Curvature .
Design: Plan #1 Database: Midland Database
Targets
Target Name
- hit/miss target Dip Angle Dip Dir. TVD +N/-S +E/-W Northing Easting
- Shape ) ©) () (ft) (ft) {ft) () Latitude Longitude
PBHL(SB#2) 000 000 8,400 00 4,624 90 -23 80 450,868 000 685,844 700 32°14'17245N 103°43'56 1773 W
- plan hits target
- Point
Plan Annotations
Measured Vertical Local Coordinates
Depth Depth +N/S +E/-W
(ft) (i) (fty (ft) Comment
7,922 50 7,922 50 000 000 KOP-7922 50'MD,0 00°INC,0 00°AZI1,7922 50TVD
8,672 56 8,400 00 477 49 -250 EOC-8672 56'MD,90 00°INC,359 70°AZ!,8400 00'TVD,12 00°DLS, 477
12,820 02 8,400 00 4,624 90 -24 22 BHL-12820 02'MD,90 G0°INC,359 70°AZI, 8400 00'TVD, 4624 96'VS, 4
Checked By: Approved By: Date:
07/16/2009 509 28PM Page 9
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MARBOB ENERGY CORPORATION
HYDROGEN SULFIDE DRILLING OPERATIONS PLAN
I. HYDROGEN SULFIDE TRAINING
All personnel, whether regularly assigned, contracted, or employed on an

unscheduled basis, will receive training from a qualified instructor in the
following areas prior to commencing drilling operations on this well:

A. The hazards and characteristics of hydrogen sulfide (H,S).

B. The proper use and maintenance of personal protective
equipment and life support systems.

C. The proper use of H2S detectors, alarms, warning systems,
briefing areas, evacuation procedures, and prevailing winds.

D. The proper techniques for first aid and rescue procedures.

In addition, supervisory personnel will be trained in the following areas:

A. The effects of HpS on metal components. If high tensile
tubulars are to be used, personnel will be trained in their
special maintenance requirements.

B. Corrective action and shut-in procedures when drilling or
reworking a well and blowout prevention and well control
procedures.

C. The contents and requirements of the H»S Drilling

Operations Plan and the Public Protection Plan.

There will be an initial training session just prior to encountering a known

or probable H2S zone (within 3 days or 500 feet) and weekly H2S and well
control drills for all personnel in each crew. The initial training session

shall include a review of the site specific H2S Drilling Operations Plan and
the Public Protection Plan. This plan shall be available at the well site. All

personnel will be required to carry documentation that they have received
the proper training.



H2S SAFETY EQUIPMENT AND SYSTEMS

Note: All HpS safety equipment and systems will be installed, tested, and
operational when drilling reaches a depth of 500 feet above, or three days
prior to penetrating the first zone containing or reasonably expected to

contain H3S.

A. Well Control Equipment:
Flare line.
Choke manifold.

Blind rams and pipe rams to accommodate all
pipe sizes with properly sized closing unit.

Auxiliary equipment to include: annular
preventer, mud-gas separator, rotating head.

B. Protective equipment for essential personnel:

Mark II Surviveair 30-minute units located in
the dog house and at briefing areas.

C. H2S detection and monitoring equipment:

2 - portable H2S monitor positioned on location
for best coverage and response. These units
have warning lights and audible sirens when

H>S levels of 20 ppm are reached.
D. Visual warning systems:

Caution/Danger signs shall be posted on roads
providing direct access to location. Signs will
be painted a high visibility yellow with black
lettering of sufficient size to be readable at a
reasonable distance from the immediate
location.  Bilingual signs will be used, when
appropriate. See example attached.

E. Mud Program:



The mud program has been designed to

minimize the volume of HS circulated to the
surface.

F. Metallurgy:

All drill strings, casings, tubing, wellhead,
blowout preventers, drilling spool, kill lines,
choke manifold and lines, and valves shall be

suitable for H3S service.
G. Communication:

Company vehicles equipped with cellular
telephone and 2-way radio.

Marbob Energy has conducted a review to determine if an H2S contingency plan is
required for the above referenced well. We were able to conclude that any potential
hazardous volume would be minimal. H2S concentrations of wells in this area from
surface to TD are low enough; therefore we do not believe that an H2S Contingency
Plan would be necessary.

WARNING

YOU ARE ENTERING AN H3>S AREA
AUTHORIZED PERSONNEL ONLY

BEARDS OR CONTACT LENSES NOT ALLOWED
HARD HATS REQUIRED

SMOKING IN DESIGNATED AREAS ONLY

BE WIND CONSCIOUS AT ALL TIMES

CK WITH MARBOB FOREMAN AT MAIN OFFICE

RNk

MARBOB ENERGY CORPORATION

1-575-748-3303




EMERGENCY CALL LIST

Marbob Energy Corp.

Sheryl Baker
Johnny C. Gray

Raye Miller

Office
575-748-3303
575-748-3303
575-748-3303

575-748-3303

575-748-5489
575-748-5983

575-513-0176

575-748-2396
575-885-3879

575-746-9577

Dean Chumbley 575-748-3303  575-748-5988 575-748-2426

EMERGENCY RESPONSE NUMBERS
Eddy County, New Mexico

State Police 575-748-9718

Eddy County Sheriff 575-746-2701

Emergency Medical Services (Ambulance) 911 or 575-746-2701

Eddy County Emergency Management (Harry Burgess) 575-887-9511

State Emergency Response Center (SERC) 575-476-9620

Carlsbad Police Department 575-885-2111

Carlsbad Fire Department 575-885-3125

New Mexico Qil Conservation Division 575-748-1283

Indian Fire & Safety 800-530-8693

Halliburton Services 800-844-8451



MARBOB ENERGY CORPORATION
MULTI-POINT SURFACE USE AND OPERATIONS PLAN

Seabiscuit Federal Com #2

Surf: 330’ FSL & 2260’ FWL

BHL: 330" FNL & 2260’ FWL
Section 12, T24S - R31E
Eddy County, New Mexico

This plan is submitted with Form 3160-3, Application for Permit to Drill, covering the above
described well. The purpose of this plan is to describe the location of the proposed well, the
proposed construction activities and operations plan, the magnitude of the surface disturbance
involved and the procedures to be followed in rehabilitating the surface after completion of the
operations, so that a complete appraisal can be made of the environmental effect associated
with the operations.

1. EXISTING ROADS:

a. The well site and elevation plat for the proposed well are reflected
on the well site layout; Form C-102. The well was staked by John
West Surveying Company.

b. Exhibit 2 is a portion of a topo map showing the well and roads in
the vicinity of the proposed location. The proposed wellsite and
the access route to the location are indicated in red on Exhibit 2.

¢. Routine grading and maintenance of existing roads will be
conducted as necessary to maintain their condition as long as any
operations continue on this lease.

DIRECTIONS:

From the intersection of St. Hwy. #126 and Co. Rd. (Buck Jackson Rd.), go
southwest on Buck Jackson Road approx. 1. mile. Turn right on lease road and go
0.3 mile Northwest tumn left (south) on reclaimed road and travel 0.2 mile. This
location is southeast approx. 65’ feet in pasture.

2. PLANNED ACCESS ROAD AND WELL PAD:

Marbob will build 65’ of new access road coming in on the northwest side of the well
pad. See directions above. Also, water will be diverted around the location from
Buck Jackson county road. We will upgrade and build water diversions around the
location at the time of well pad construction.

3. LOCATION OF EXISTING AND/OR PROPOSED FACILITIES:

A. In the event the well is found productive, the Seabiscuit Federal Com #2
tank battery would be utilized and the necessary production equipment
will be installed at the well site. A Site Facilities Diagram will be
submitted upon completion of facility.

B. All flowlines will adhere to API standards



i. The original topsoil from the well site will be returned to the location.
The drill site will then be contoured as close as possible to the original
state.

LOCATION AND TYPES OF WATER SUPPLY:

This location will be drilled using a combination of water mud systems (outlined in
the Drilling Program). The water will be obtained from commercial water stations in
the area and hauled to location by transport truck using the existing and proposed
roads shown in Exhibit #2. On occasion, water will be obtained form a pre-existing
water well, running a pump directly to the drill rig. In these cases where a poly
pipeline is used to transport water for drilling purposes, the existing and proposed
road shown in Exhibit “2” will be utilized.

CONSTRUCTION MATERIALS:

All Caliche utilized for the drilling pad and proposed access road will be obtained from
an existing BLM approved pit or from prevailing deposits found under the location. All
roads will be constructed of 6” rolled and compacted caliche. Will use BLM
recommended use of extra caliche from other locations close by for roads, if available.

METHODS OF HANDLING WASTE MATERIAL:

a. All trash, junk and other waste material will be removed from the wellsite within
30 days after finishing drilling and/or completion operations. All waste material
will be contained in trash cages or trash bins to prevent scattering. When the
job is completed, all contents will be removed and disposed of in an approved
sanitary landfill.

b. The supplier, including broken sacks, will pick up slats remaining after
completion of well.

c. A porto-john will be provided for the rig crews. This equipment will be properly
maintained during the drilling and completion operations and will be removed
when all operations are complete.

d. Disposal of fluids to be transported by an approved disposal company.

7. ANCILLARY FACILITIES:
No campsite or other facilities will be constructed as a result of this well.
8. WELLSITE LAYOUT:

a. Exhibit 3 shows the proposed well site layout with dimensions of the pad layout.

b. This exhibit indicates proposed location of reserve and sump pits if utilized and
living facilities.

¢. Mud pits in the active circulating system will be steel pits and a closed loop
system will be utilized.




9. PLANS FOR SURFACE RECLAMATION:

a. After finishing drilling and/or completion operations, if the well is found non-
commercial, the caliche will be removed from the pad and transported to the
original caliche pit or used for other drilling locations. The road will be reclaimed
as directed by the BLM. The original top soil will again be returned to the pad
and contoured, as close as possible, to the original state.

b. The location and road will be rehabilitated as recommended by the BLM.

c. If the well is deemed commercially productive, the reserve pit will be restored as
described in 10(A) within 120 days subsequent to the completion date. Caliche
from areas of the pad site not required for operations will be reclaimed. The
original top soil will be returned to the area of the drill pad not necessary to
operate the well. These unused areas of the drill pad will be contoured, as close
as possible, to match the original topography.

10. SURFACE OWNERSHIP:

The surface is owned by the US Government and is administered by the Bureau of
Land Management. The surface is multiple use with the primary uses of the region
for the grazing of livestock and the production of oil and gas. The proposed road
routes and the surface location will be restored as directed by the BLM.

11.0THER INFORMATION:

a. The area surrounding the well site is grassland. The topsoil is very sandy in
nature. The vegetation is moderately sparse with native prairie grass, some
mesquite bushes and shinnery oak. No wildlife was observed but it is likely that
deer, rabbits, coyotes, and rodents traverse the area.

b. There is no permanent or live water in the general proximity of the location.

c. There are no dwellings within 2 miles of location.

d. A Cultural Resources Examination will be completed by Boone Archeological and
forwarded to the BLM office in Carlsbad, New Mexico.

12.0PERATOR'’S REPRESENTATIVE:

A. Through A.P.D. Approval: B. Through Drilling Operations
Dean Chumbley, Landman Sheryl Baker, Drilling Supervisor
Marbob Energy Corporation Marbob Energy Corporation
P. O. Box 227 P. O. Box 227
Artesia, NM 88211-0227 Artesia, NM 88211-0227
Phone (575)748-3303 Phone (575)748-3303

Cell (575) 748-5988 Cell (575)748-5489



CERTIFICATION:

I hereby certify that I, or persons under my direct supervision, have inspected the
proposed drillsite and access route, that I am familiar with the conditions which
presently exist; that the statements made in this plan are to the best of my
knowledge, true and correct; and that the work associated with the operations
proposed herein will be performed by Marbob Energy Corporation and its contractors
and subcontractors in conformity with this plan and the terms and conditions under
which it is approved. This statement is subject to the provisions of 18 U.S.C. 1001
for the filing of a false statement.
Marbob Energy Corporation

Suly 2) 2005 m

Date William Miller N
Land Department




PECOS DISTRICT
CONDITIONS OF APPROVAL

OPERATOR’S NAME: | Marbob Energy Corporation
LEASE NO.: | NM67106
WELL NAME & NO.: | Seabiscuit Federal Com # 2
SURFACE HOLE FOOTAGE: | 330’ FSL & 2260° FWL
BOTTOM HOLE FOOTAGE | 330 FNL & 2260° FWL
LOCATION: ! Section 12. T. 24 S., R 31 E., NMPM
COUNTY: | Eddy County, New Mexico

TABLE OF CONTENTS

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

[ ] General Provisions
[] Permit Expiration )
] Archaeclogy, Palcontology, and Historical Sites
[ ] Noxious Weeds
Special Requirements
Lesser Prairie Chicken
Low profile abandoned we!l marker
Communitization Agresment
X Construction
Notificatton
LOP3ulL
Closed Loop System
Federal Mineral Ma.erie! Pits
Well Pads
Rcads
[ ] Read Secction Diagram
Drilling
Secrelary ’s Potash
Casing Deph Change
Logging Requirements
_ H25 Requirements, Onshore Order #6
[ ] Prodaction (Pust Drilling)
Weil Siructures & Facil ties
Pipelines
clearic Lines
X Reseeding Frocedure/Interim Reclamation
[ ] Final Abandonment/Reciamation
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I. 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 Ot and Gas Orders. NMotices To Lessees, New Mexico Oil Conservation
Division (NMOC D) Rules, National Historical Preservation Act As Amended, and
instructions and orders of the Authorized Officer. Any request for a variance shall be
submitted tn ke Authorized Officer on Form 31606-5, Sundry Notices and Report on
Wells.

. PERMIYT #XPIRATION

If the perna tfermieates orior to drilling and drilling cannot be commenced within 60
days afler expivation, an operetor is required to submit Form 3160-5, Sundry Notices and
Reports on Weils, requesting surface reclamation requirements for any surface
disturbance. Hewever, 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 duys beyond the expiration date of the APD. (Filing of a
Sundry Notice is requirea for this 60 day extension.)

Il. ARCHAEOLOGICAL, PALEONTOLOGY & HISTORICAL SITES

Any culinrai ard/or palecontological resource discovered by the operator or by any person
working on thic operator's behalf shall immediately report such findings to the Authorized
Cfiicer. Th2 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 unti! written authovization 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
scieniific values of the discovery. The operator shall be held responsible for the cost of
the proper nutigation measures that the Authorized Officer assesses after consultation
with the operator on the evaluation and decisions of the discovery. Any unauthorized
collection or Jdiv urhanee of cultural or paleontological resources may result in a
shutdown order by the Audiorized Officer.

IV. NOXIOUS WEEDS

The oparator shall be held responsible if noxious weeds become established within the
areas of )2 =tions. Weed control shall be required on the disturbed land where noxious
weeds exist. which includes ¢ e roads. pads, associated pipeline corridor. and adjacent
land affected by the establishment of weeds due to this action. The operator shall consult
with the Auvihnrized Officer for acceptable weed control methods, which include
followine P A 'nd BLM requirements and policies.
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V. SPECEAEL REQUIREMENT(S)

Timing Licoaon Stipulation Condition of Appioval for Lesser Prairie-Chicken: Oil and
gas activi Lie inctuding 3-1 eeophiysical exploration. and drilling will not be allowed in
lesser prairic chicken habitar during the peried from March 1st through June 15th
annually. !')uring that period, other activities that produce noise or involve human
activity, such as the mamtenance of oil and gas facilities, geophysical exploration other
than 3-IJ operziions. and pipeiie, road, and well pad construction, will be allowed except
between 3: 20 w07 and 2:00 ara The 3:00 am to 9:00 am restriction will not apply to
normal. a.ound-the-clock orevations. such as venting, flaring, or pumping, which do not
require a hunia ; presence during this period. Additionally, no new drilling will be
allowed witina ap to 200 mmeters of leks known at the time of permitting. Normal vehicle
use oit exisung 1ouds will vot beestricied. Exhaust noise from pump jack engines must
be mutfled or cwuerwise conrolied so as not 10 exceed 75 db measured at 30 ft. from the
source it .30,

Ground-level Abandoned Well Mavker to avoid raptor perching: Upon the plugging and
subsequent sbardonment of the well, the well marker will be installed at ground level on
a plate cos.awang the pertinent information for the plugged well. For more installation
details. cortact dhe Canlsbed Ficld Office at 575-234-5972.

Communitization Agreement

A Communitization Agreenaent covering the acreage dedicated to this well must be
fited for approval with the BLVL. The effective date of the agreement shall be prior
to any sales. Operator to supply NMOCD order, which details the vertical and
horizonia} extent of pool to verifv that requested communitization is within an
approved and cstablished pool.

VI. CONSTROCTION
A. BT T ATION
The BLM shalf «dminicicr comn'iance and monitor construction of the access road and
well pad, Tior, s the Corlibad Wield Cffice st (575) 234-5972 at least 3 working days
prior 1o ceinneaciny “castietion of the access road and/or well pad.
When constrrdion op2:a ions are being conducted on this well, the operator shall have
the approved APIDY and Conditions of Approval (COA) on the well site and they shall be

made avaitabie ipon reguest by the Authorized Officer.

e
E. NI
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v . / . ~ . . .
The aperatc. il ston Sosile 4t - tuosoil of the well pad. The topsoil to be stripped is
approninwtely & mches in depth. The topsoil shall not be used to backfill the reserve pit

and wili Lo veeoornleron and inal reclamation.

C. ClLos i LGGE SYSTEM

Althoueh thos w2 closea o p gostem and no reserve pits will be utilized, the v-door will
be on the Fast side of the jocation.
Tarks are ad for Juilling operations: No Pits.

The ope 20 sl properly diszose of drilling centents at an authorized disposal site.
D. FENERAL MINERAL MATERIALS PIT

If the operater elec's to surlace the access road and/or well pad, mineral materials
exlracted dutii ¢ consiree.on o1 the reserve pit may be used for surfacing the well pad
and access voad ana other fael'ities on the lease.

Payme:i siall Le ade tothe BLM prior to removal of any additional federal mineral
matetials fiom any sie other luem the reserve pit. Call the
Carighald Fi-'d Olfice 26 {575) 2345972,

. WELL PAD BURFACING

fy

Surfacing = f e well pad fo set required.

If the operato eleats w sutiuce (e well pad, the surfacing material may be required to be
removed at t1e time of reclamation.

The well pad shall be constracted in a manner which creates the smallest possible surface
distatbaac. -orsisient with sutety and operational needs.
F. ON LEASE ACCESS ROADS

Road Widil

The acceos v vd sl bave a daving surface that creates the smallest possible surface
disturbance and does not exceed fourteen (14) feet in width. The maximum width of
surface diste cance, wien constiucting the access road, shall not exceed thirty (30) feet.

Surfacmg

Sucfacing i 11 fa ocicquitea on the ue v aceess road driving surface. If the operator
elects 1o suifoe Hie vew decess toad or pad, the surfacing material may be required to be
removed 4. the wme of recamaticts
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Where yons i~ 10 inprovoments should be made on the unsurfaced access road other
that fc+ g < gewlion us tiecessary, road irregularities, safety issues, or to fill low

P PR -
atas et 37 . S

The Aunorrod Uliicer veservys the right to require surfacing of any portion of the access

road at uny vire deemed vecessary. Surfacing may be required in the event the road
detericrares, ziudes. road tiaffic increases, or it is determired to be beneficial for future
:3 d dL 'Pﬁm‘n it The su-acing depth snd type of material will be determined at the

Cruwiing
\.f'JWAzxx_;_:

S
grade or spprovd oy i o a 1 crown on a 14" wide road). The road shall conform
to Figuie 1, <inus seetion and wians for typieal road construction.

' ke doe on the aecess road driving surface. The road crown shall have a
1
L

Ditching \
Diatchine coa't v requer2d on both sides of the road.

Turnouts
Vehicle tuiinuts shall te coustructed on the road. Turnouts shall be intervisible with
mtecval speing disiance fess than 1000 feet. Turnouts shall be constructed on all blind

cuives. [aans.ds shal . afuris o 1he following diagram:’

ma nfmm ﬂ‘urm»ut - PBan View

%
[ 14 oeeescoo vmo e Ceptefding of Road Dovng Surface ~- > ~> o o
?’ 25 ‘i 10 LT
S . AU —.
s
s
Drainags

Drainage ¢t ot sysiems shaft be constructed on the entire length of road (e.g. ditches,
sidehilt oty aang and mstoprne. lead-off ditches, culvert installation, and low water
CrossIng, ;

A typical lead off ditch has a minimum depth of 1 foot below and a berm of 6 inches’
above natueal cround level The berm shall be on the down-slope side of the lead-off
ditch.

Cross Section Of Typical Lead-off Ditch

o !
R ? 1" ki Depth
. 1
o | tatural Ground Level
ev e e Oer H v 2o
[25g] ";‘A 4

Daw Sfose

Lo
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1 3 AR
Az! ‘ti‘a.".‘.’% gucher che

SJ

U be graded to arain water with a 1 percent minimum to 3 percent
s, The e clay interval me variable for lead-off ditches and shall be
ding fo the feoranla for spacing intervals of lead-off ditches. but may be
upon ealing soil types and centerline road slope (in %);

,
d PR B
eleviuned

amenaed lerin
Formula Loy Spacing Intorval of Lead-off Ditches

Examplz - Ouoa 4% road slope that is 400 {eet long, the water flow shall drain water into
a lead-oft ditch. Spacing inler ai shall be determined by the following formula:

A foeeoad watin 4% ¢~ sioper 400Y4%, + 100" = 200" lead-off ditch interval
Cudver T ol ties
Apoeas vee oofd Selentfer hall be installed at the deep waterway channel flow

Co033hg,

Cattleg s
An appropriztely sized ca‘(ﬂewaré(s\ sufficient to carry out the project shall be installed
and maiitanod o fauce crossing(s).

Any exi%tima cattleguard(s) on the access road shall be repaired or replaced if they are
damage:d oo Lave daer orater! boyond praciical use. The operator shall be responsible for
aid condibion o e waisti g ctioguard(s) that are in place and are utilized during lease

U Srelivns,

A gale shall se constinicted and fastened securely to H-braces.

Fence E‘wqiud SnEEst

Where entry is reguied acioss o feace line, the fence shall be braced and tied off on both
sides of the cassageway privl v cutting.

The operare: i vaiise e peivate serface lancowner or the grazing allotment holder

PUAOT v0 Drvsn e dbiy BHOES)

Public Aneess
Pubuc aveens onthis rean shall vot be restricied by the operator without specific written
apptoval g.a L b, the Ausharized Officer.
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Typical Outslopes!

o

Eribankment Section

PRSOE £ 4 P

LR T RET

evborimsd

s'ere

W
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VII. DRILLIMNG

A. DRILLING OPERATIONS REGQUIREMENTS
The BLM 1= ¢s be notified 7 1r nimum of 4 hours in advance for a representative to
vitness:

a. Spudide 3well
Setring and/or Cementiv g of all casing strings
c. =0F3 ests

o

;2?{] WALy Cgun*y
Caib e Canleh d Frald Sfice, 520 East Greene St., Carlsbad, NM 88220,
! 7»1‘ 3\{;)“/-‘\11

1. Hydregen Sulfide has been reported as a hazard, but no measurements have
been rewnded. It is recommended that monitoring equipment be onsite for
petenticy Hydyogen Sulfide. If Hydrogen Sulfide is encountered, please report

sregsurereirds and formuations to the BLM.

Na

Unless ihe production casing has been run and cemented or the well has been
prope- Iy o, seged. the dreilling rig shall not be removed from over the hole without
Prior appiuvai.

Al

5. Flom‘ LOTACoLs e required for 3M or Greater systems. These controls will be on the
xxg fHocy, unchstnueted. weadily accessible w the driller and will be opera‘uonal at all
AMOS QUL 1S c.“llm;ﬂ ard/ci wmpieucn activities. Rig floor is defined as the area
Waliedie.ely 2rolnc e coary ables die area immediately above the substructure on
wPihhe Jran wotks we ocaied, this coss not include the dog house or stairway
area.

4. The reeord o she drilling rate along with the CAL/GR/N well log run from TD
to suriaee vl be submitved o the BLM office as well as all other logs run on the
borehoic 3 duys from completion. The Rustler top and top and bottom of Salt
are {0 oe revorded on vie Completion Report.

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
WOr& Wil awslii i g a1 of Now- Coempliance being issued.

Ceptralin o roqulvet oil 3us woe casing per Oushore Order 2.HLB.1.1.
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Wait on cor cnt FAWOT) Cme Tor a primary cement job will be a minimum 18 hours
- for a witer se.in, 24 hours in the potash area, or 500 pounds compressive strength,
whichever ir. greater for all easing strings. Provide compressive strengths including
hours te »each reanired 540 pounds compressive strength prier to cementing each
casimg sty i indiodual cazing strings for details regarding lead cement slurry
requirerman

No pea giravel permitted for vemedial or fall back remedial without prior
authorizatisn {:om *he HLM engincer.

Sewreasy L Doiasn

Possille ware Tiows in the € asiile, Salade, Delaware and Bone Springs Formations.

Possible fory ¢f cutatios i the Delaware and Bone Springs Formations.

Pohe (0075 von e cosig shall be qet at approximately 875 feet (a minimum
2F 25 feif "wte the Rustle~ Anhydrite and above the salt) and cemented to the
surfuce. Frosh water is fo be used to setting depth.

oo feerent dees vot ciienlate to the surface, the appropriate BLM office shall
o aotified and a teniperature survey utilizing an electronic type temperature
sds .y with a sirlace log readout will be used or a cement bond log shall be
i to vend) e toe of the ceniernd.

i Vaelcen ceineui (WO time for a primary cement job is to include the
sl CRareal shaviy.

¢. Waiton cenent {WO D) dime for a cemedial job will be a minimum of 4 hours .
atier Ltiuguig cenient o surface or 500 pounds compressive strength,

SALCNEA CT IS o aler.

d. aeeinent fails vace. remedial cementing will be done prior to drilling out that

RISSFITY
e

The 9-3% Lne 0 o7 Lesied s esoing must be kept lgaid filled while running into hole
to meet miniil iy LA r2grarements for collapse.

2. The minifi:aa ogutica i of cement behind the 9-5/8 inch intermediate casing is:

X Cement o sutace. if cement does not circulate see B.1.a, c-d above. Wait on
cemyent CWOCY tio e for a primary cement job is to include the lead
seaeng sduvry due w potash.

Pilot fiole is required vo have a plag at the bottom of the hole. If two plfugs are set,
the BEIV: L v wontocied (075 301-2822) prior to tag ¢f bottom plug, which must
G i MR Gl 200 e ben gt Operator can set one plug from bottom of pilot
hole to liick-ely point and save the WOC time for tagging the first plug.
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Centralizer . viee on Yrediranteling, mirst be type for horizontal service and
MEnEm e o 2 eVery D oey Iainy,

2 Ther o e T BE ~f rement nehind the 5-1/2 inch production casing is:
oot mare fo LY fandl cemeny shali:

» T T hval s yeeir alyalls
UL G s Yool e in! snalis

] ot 7hy Id e back at least 500 feet into previous casing string. Operator

B s A e ey ) £ oy
fov Do 0T VENICALOA.

4. Hhodlan con) pipe 3 wotated inside cas.ag, returns will be monitored for metal. If
metal is iovoes g sumoles, diill pipe will be pulled and rubber protectors which have a
larger dietraer thar (s 0ol joints of the drill pipe will be installed prior to
CONURLG £ « Gluillg 0} €€ us.

Ty

oy

C. e e RE CONTROGL
LooAlvee o wornener, 300 ana relaca equipment (BOPE) shall comply with well
CONLOUL o oo, eul iy coseribed in Onshore Oil and Gas Order No. 2 and API RP 53

)

sec. iy

2. Mipmmum eosRag peessue of the blow out preventer (BOP) and related equipment
BOIL, raguneda for walitng oclow the surface casing shoe shall be 2000 (2M) psi.

L2

‘Mininura woiking presseie of the blowout preventer (BOP) and related equipment
(BOPL, ¢yuiizd fooonliag below the 9-5/8” intermediate casing shoe shall be 3000
3V . |
s nl } Vo

4, Ui apgt eats WL ofiee sacll be notificd a minimam of 4 hours in advance for a
FePICovtad s e Wigess L2 (8IS,

Fhewng siedl be coune by an independent seivice company.
b e ssnite of the test chall be 1eported to the appropriate BLM office.
AL tests are reduitent Lo pe recorded on a calibrated test chart. A copy of the

PO BOPE test eharr and a copy of independent service company test
b b waweplied o the appropriate BLIM office.
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il inclede a low pressure test from 250 to 300 psi.
pezab i b e o a minivaura of 10 minutes if test is done with a test
g 20 L we W out o test plisg,

2. [ TR BN BCS I OHe
Wdrilt sten 102 L aee pestoane, Snshoie Grder 211D shall be foillowed.

CRW 690y

PRODG 560 Gl BRILLING)
A. WE D TR THRES & FACILITIES

Placement ot Vroduction Facilities

Production “uinhies shenld v slaced on the well pad to allow for maximum interim
recoptouring oot revosetebon uiite well location.

Containme 1 :uu SHFr

The coraiiver i strastuze cha’ e constructed 1o hold the capacity of the entire contents
of the g 1o v 'zlm 24 Loar procuction. ualcss more stringent protective
requileinzriit e desmes tecoearv by the Authorized Officer.

T

Painting | o2 virzment

Al gbove ;; onal shoue.asss incinding meter housing that are not subject to safety
reguirasseids oo b le saooea 2 dut ron-refieciive paint color
AH ‘

bh‘d(i ‘\)‘3‘5 “ '\“v/ e -S\uj el \\Jllart iﬁ 5’:1' 4/2

\

INTEW S FATT VATTHON & RESEEDING PROCEDURE
A, R VR DAY A ETON

if the well 12 nndnces. interie reclamation shall be conducted on the well site in
accorean e wih the ocdes (frpe Authorized Officer, The operator shall submit a Sundry
Notices anc¢ &emor's o Wette 1 Notice of Intent). Form 3160-5, prior to conducting
I POl buabon.

During the @'c .“the Jevelrri-ent, all disturbed areas not needed for active support of
produciiis boo w3 el woderie nierin reclamaton in order to minimize the
environ e (1 apasis of develapment on other resources and uses.
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Ovperatcrs shoubd work P' § suriacs management specialists to devise the best
strategies *. -+ o *Ex: 7o 0 e To at}on ﬁmy “reductions should allow for remedial
welbocoa -0 -0 e e tetPoion rameval of oil and gas.

Puring -~ .+ w0 o taaliche ss important to increasing the success of
revegeteite e wte Nenooee catiche may be used for road repairs, fire walls or for
building aif e oA ey f g, cace Inorder to operate the 'well or complete workover

operalicrs © vy e Loooseery By Jrive, park and operate on restored interim vegetation

witlan e 1e bnivadiierher aree Distorhing ievegetated areas for production or
wotrhoves o 1o s will be aitawea, 1 there is significant disturbance and loss of

vegeiation, oo ea will need o ke revegetated. Communicate with the appreopriate BLM
office ©or i Lomimnas e otons B acecded

B. BETETNING PEOCIDTRE

Omee 1272 s 0 cen aninzy, all completion procedures have been accomplished, and

all tezsh ven o, 00 2ueed ne L avios and all surrounding disturbed areas as follows:

FAPTS I o4 . N
B 16TV U SN S L A 16/1‘ L_}’& ‘JV uiJ:S

The ool el seeu ad ¢ slanoed aress with the seed mixture listed below. The seed

mi.as o e ;lef“. i av.ounis epecified in pounds of pure live seed (PLS)*

perocre. v & shing vo o yrinary or secondary noxious weeds in the seed mixture.
¢ lesting of seed will be done in accordance with

L - :: N { 1 3 S I } “';‘ £ .I'\ l
O bv T U3 N edid EDE /’fu
'

O N BRSSO TP roihs piior 10 purchase. Commercial seed will be
eles copht o dan J“”_jixif:‘%f‘.' ~e i iks, f:ed container will be tagged in accordance

with St 0 ads) naa Svanabae 101 inspection by the authorized officer.

Seec wi o plaried wanz w dinll equipped with a depth regulator to ensure proper
demite 2t whe ¢ s ang s posstble. The see mixture will be evenly and
UINTO el 25 o w20 e Alocirbed arca (smaliei/lieavier seeds have a tendency to
CIOL Wi 7oe ot it e ok wad aee olanted firsth. The hiolder shall take appropriate
Hearn e o onieac L o avt occw Where drilling is not possible, seed will be’
Lrcat s s e g sl il be caked o1 cralned to cover the seed. When
ousteasie s sedd fne sonids per acie are Lo be doutled. The seeding will be
epcalt o dasay woonsystand s cotsblished as determined by the authorized

3

SV .

oficer. Foruacos 2 via,na wil vot be inade before completion of at least one full
growing s@ason after seeding

S es it pericn o onat ol purs live seed® per acre:

Sirine S

waa T ced Dpleboln ciyvpaodieg L0

Pase 12013
~N



ond e s At geestiy ichoces)y b O

Slaiin 1 2o e nasiostachva) 2.0

”::‘z‘.‘i . sred

Sount N ciw e percent zennination = pounds pure live seed

Xo FulbAL o AN MY & REHABILITATION REQUIREMENTS

Upesa a0, me - oandfor when the access road is no longer in service the
Authotizca 77 spsnat <ruerctons and / or orders for surface reclamation and
restoral.on . O harnen pe s,

Co Gl LA,
Grouad fev 72 pende o v\/‘ D

o vy b - . !
subsecvend Sroodoament oF Pl we

ker 1o avoid rapter perching: Upon the plugging and
I. the well marker will be installed at ground level on
a plaie w0y 12 periment sformatior: tor the plugged well.

1
3
4
{

Onemvide oo e/‘lJ 1A a. esate wand the reclamation procedures on the road and
well pa. shvy o2 atcomplishod in accordance with the private surface land owner

-

agieere s

&
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