OXY PROPOSAL

Cease disposal into the Bone Springs pool in the Government AB-9 well

when any of the following occurs:

1. Water breakthrough in any offset Bone Springs producer located within

¥ mile of the well (Government AB-7, AB-8, S-3 or S-7); or

2. Detection of a significant pressure increase between intermediate and

production casings on the Government S-2 or the Government AB-2.

MONITORING PROGRAM

e Periodic well tests on Bone Springs producers; and

e Install pressure gauges on intermediate/production casing annulus on S-2
& AB-2 wells. Monitor and record weekly.
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