STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

2040 S. PACHECO
SANTA FE, NEW MEXICO 87505
(505) 827-7131

November 13, 1995

SDX Resources, Inc.
P. O. Box 5061
Midland, Texas 79704

Attentioxi: John Pool

Dear Mr. Pool:

Administrative Order DD-109-A(H)
High Angle/Horizontal

Reference is made to SDX Resources, Inc.'s application dated October 20, 1995 for
authorization to initiate a high angle/horizontal directionally drilling project in the Artesia-Queen-
Grayburg-San Andres Pool on a portion of its Dunn "B" Federal lease in the NE/4 NE/4 of
Section 10, Township 18 South, Range 28 East, NMPM, Eddy County, New Mexico.

The Division Director Finds That:

M

@

The application by SDX Resources, Inc. ("SDX") has been duly filed under the
provisions of Rule 111.D and E of the General Rules and Regulations of the New
Mexico Oil Conservation Division ("Division"), revised by Division Order No.
R-10388, issued by the Oil Conservation Commission in Case 11,274 on June 13,
1995,

The proposed high angle/horizontal directionally drilling project is within the
applicant's International Oil & Gas Queen-Grayburg-San Andres Waterflood
Project Area, established by Division Order No. R-2869, dated February 11,
1965, and as such the Artesia-Queen-Grayburg-San Andres Pool is subject to the
statewide rules and regulations for oil wells, as promulgated by Rules 104.C(1)
and F(1), which provides for 40-acre oil spacing and proration units, or drilling
units, and requires that wells be located no closer than 330 feet to the outer
boundary of the lease or unitized area, nor closer than 10 feet to any quarter-
quarter section line or subdivision inner boundary;
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Those portions of said Section 10 that are within the International Oil & Gas
Queen-Grayburg-San Andres Waterflood Project Area include the N/2, SE/4
SW/4, and SE/4;

SDX is seeking to initiate an high angle/horizontal directional drilling project
within the Artesia Pool in an attempt to contact more permeability in the vertical
fracture systems of the San Andres formation;

It is SDX's intent to place its Dunn "B" Federal Well No. 39 (API No. 30-015-
28245) at a previously approved unorthodox oil well location (see Division
Administrative Order NSL-3465, dated January 17, 1995) 1319 feet from the
North line and 60 feet from the East line (Unit A) of said Section 10, drill
vertically to an approximate depth of 2940 feet, kick-off in a northwesterly
direction with a short radius wellbore (71.62 degrees/100 feet or 80 foot radius),
and drill horizontally a lateral distance of approximately 1,000 feet;

The "project area" for said horizontal well is to consist of the single 40-acre
standard oil spacing and proration unit comprising the NE/4 NE/4 (Unit A) of
said Section 10;

The subject pool within the proposed project area is currently being developed by
the Dunn "B" Federal Well No. 13 (API No. 30-015-01809), located 660 feet
from the North and East lines of said Section 10, a water injection well authorized
by Division Order No. R-2869, dated February 11, 1965;

As required by Division General Rules 104.F(1) and 111.D(1)(b) and to assure
that the correlative rights of off-set operators are adequately protected from any
adverse effects caused by the drilling of the subject lateral wellbore, the applicable
drilling window or "producing area" for said horizontal well bore should include
that area within the NE/4 NE/4 of said Section 10 that is no closer than 10 feet
from the southern, eastern, and western boundaries of the subject quarter-quarter
section nor closer than 330 feet to its northern boundary; and,

It appears the applicant has satisfied all of the appropriate requirements prescribed
in said Rule 111.D and E, the subject application should be approved and the well
should be governed by the provisions contained within this order and all other
applicable provisions of Division General Rule 111.
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(1) SDX Resources, Inc. ("SDX") is hereby authorized to initiate a high
angle/horizontal directional drilling project in an existing standard 40-acre oil spacing and
proration unit comprising the NE/4 NE/4 (Unit A) of Section 10, Township 18 South, Range 28
East, NMPM, Artesia-Queen-Grayburg-San Andres Pool, International Oil & Gas Queen-
Grayburg-San Andres Waterflood Project Area, Eddy County, New Mexico, by drilling its Dunn
"B" Federal Well No. 39 at a previously approved unorthodox surface oil well location (see
Division Administrative Order NSL-3465, dated January 17, 1995) 1319 feet from the North line
and 60 feet from the East line (Unit A) of said Section 10, drill vertically to an approximate
depth of 2940 feet, kick-off in a northwesterly direction with a short radius wellbore (71.62
degrees/100 feet or 80 foot radius), and drill horizontally a lateral distance of approximately
1,000 feet through the Artesia-Queen-Grayburg-San Andres Pool.

PROVIDED HOWEVER THAT prior to commencing directional drilling operations in
said wellbore, the applicant shall establish the location of the kick-off point by means of a
directional survey acceptable to the Division.

PROVIDED FURTHER THAT during or upon completion of said directional drilling
operations, the applicant shall conduct an accurate wellbore survey from the kick-off point to
total depth in order that the subsurface bottomhole location, as well as the wellbore's true depth
and course, may be determined.

(2)  The applicant shall notify the supervisor of the Artesia District office of the
Division of the date and time said wellbore surveys are to be conducted so that they may be

witnessed. The applicant shall further provide a copy of said wellbore surveys to the Santa Fe
and Artesia offices of the Division upon completion.

A3) The "project area" for said horizontal well shall consist of the single 40-acre
standard oil spacing and proration unit comprising the NE/4 NE/4 (Unit A) of said Section 10.

@) The "producing area" for said horizontal wellbore shall include that area within
the NE/4 NE/4 of said Section 10 that is no closer than 10 feet from the southern, eastern, and
western boundaries of the subject quarter-quarter section nor closer than 330 feet to its northern
boundary.

(5)  The operator shall comply with all requirements and conditions set forth in
~ Division General Rule 111.E(2) and any applicable requirements in 111.D and F.

!
|
J
|
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(6)  Form C-105 shall be filed in accordance with Division Rule 1105 and the operator
shall indicate thereon true yertical depth (TVD) in addition to measured depths (MVD).

(7)  lurisdiction of this cause is retained for the entry of such further orders as the
Division may deem necessary. - .

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION
1

Director

SEAL

cc: Oil Conservation Division - Artesia . ’ :
' U.S. BLM - Carlsbad ’ » J
File: NSL-3465
Case 11,274
DD-109(H) v/




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION

2040 S. PACHECO
SANTA FE, NEW MEXICO 87505
(505} 827-7131

August 18, 1995

SDX Resources, Inc.
P. O. Box 5061
Midland, Texas 79704

Attention: John Pool

Administrative Order DD-109(H)
High Angle/Horizontal

Dear Mr. Pool:

Reference is made to SDX Resources, Inc.'s application of June 13, 1995 for authorization to initiate a high
angle/horizontal directionally drilling project in the Artesia-Queen-Grayburg-San Andres Pool on a portion of its Dunn
"B" Federal lease in the SW/4 NE/4 of Section 10, Township 18 South, Range 28 East, NMPM, Eddy County, New

Mexico.
The Division Director Finds That:

1) The application by SDX Resources, Inc. ("SDX") has been duly filed under the provisions of Rule
111.D and E of the General Rules and Regulations of the New Mexico Oil Conservation Division
("Division"), revised by Division Order No. R-10388, issued by the Oil Conservation Commission
in Case 11,274 on June 13, 1995;

) The proposed high angle/horizontal directionally drilling project is within the applicant's
International Oil & Gas Queen-Grayburg-San Andres Waterflood Project Area, established by
Division Order No. R-2869, dated February 11, 1965, and as such the Artesia-Queen-Grayburg-San
Andres Pool is subject to the statewide rules and regulations for oil wells, as promulgated by Rules
104.C(1) and F(1), which provides for 40-acre oil spacing and proration units, or drilling units, and
requires that wells be located no closer than 330 feet to the outer boundary of the lease or unitized
area, nor closer than 10 feet to any quarter-quarter section line or subdivision inner boundary;

(3) Those portions of said Section 10 that are within the International Oil & Gas Queen-Grayburg-San
Andres Waterflood Project Area include the N/2, SE/4 SW/4, and SE/4;

| 4 SDX is seeking to initiate an high angle/horizontal directional drilling project within the Artesia
Pool in an attempt to contact more permeability in the vertical fracture systems of the San Andres

formation;

(5) It is SDX's intent to place its Dunn "B" Federal Well No. 38 at a previously approved unorthodox
oil well location (see Division Administrative Order NSL-3465, dated January 17, 1995) 1330 feet
from the North line and 2583 feet from the East line (Unit G) of said Section 10, drill vertically to
an approximate depth of 2950 feet, kick-off in a southeasterly direction with a short radius wellbore
(71.62 degrees/100 feet or 80 foot radius), and drill horizontally a lateral distance of approximately

1,000 feet;
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6) The "project area” for said horizontal well is to consist of the single 40-acre standard oil spacing
and proration unit comprising the SW/4 NE/4 (Unit G) of said Section 10;

@) The subject pool within the proposed project area is currently being developed by the Dunn "B"
Federal Well No. 19 (API No. 30-015-01813), located 1980 feet from the North and East lines of
said Section 10, a water injection well authorized by Division Administrative Order WFX-381,
dated October 31, 1972, and the applicant's Dunn "B" Federal Well No. 46 (API No. 30-015-
28247), a producing oil well located at a previously approved (also by said Order NSL-3465)
unorthodox oil well location 2500 feet from the North line and 1330 feet from the East line of said
Section 10;

8 As required by Division General Rules 104.F(1) and 111.D(1)(b) and to assure that the correlative
rights of off-set operators are adequately protected from any adverse effects caused by the drilling
of the subject lateral wellbore, the applicable drilling window or "producing area" for said
horizontal well bore should include that area within the SW/4 NE/4 of said Section 10 that is no
closer than 10 feet from the quarter-quarter section lines nor within that area being a 330 by 330
foot square in the extreme southwestern corner of the subject quarter-quarter section; and,

) It appears the applicant has satisfied all of the appropriate requirements prescribed in said Rule
111.D and E, the subject application should be approved and the well should be governed by the
provisions contained within this order and all other applicable provisions of Division General Rule
111.

IT IS THEREFORE ORDERED THAT:

) SDX Resources, Inc. ("SDX") is hereby authorized to initiate a highly deviated directional drilling
project in an existing standard 40-acre oil spacing and proration unit comprising the SW/4 NE/4 (Unit G) of Section
10, Township 18 South, Range 28 East, NMPM, Artesia-Queen-Grayburg-San Andres Pool, International Oil & Gas
Queen-Grayburg-San Andres Waterflood Project Area, Eddy County, New Mexico, by drilling its Dunn "B" Federal
Well No. 38 at a previously approved unorthodox surface oil well location (see Division Administrative Order NSL-
3465, dated January 17, 1995) 1330 feet from the North line and 2583 feet from the East line (Unit G) of said Section
10, drill vertically to an approximate depth of 2950 feet, kick-off in a southeasterly direction with a short radius
wellbore (71.62 degrees/100 feet or 80 foot radius), and drill horizontally a lateral distance of approximately 1,000
feet through the Artesia-Queen-Grayburg-San Andres Pool.

PROVIDED HOWEVER THAT prior to commencing directional drilling operations in said wellbore, the
applicant shall establish the location of the kick-off point by means of a directional survey acceptable to the Division.

) PROVIDED FURTHER THAT during or upon completion of said directional drilling operations, the
applicant shall conduct an accurate wellbore survey from the kick-off point to total depth in order that the subsurface
bottomhole location, as well as the wellbore's true depth and course, may be determined.

2) The applicant shall notify the supervisor of the Artesia District office of the Division of the date and
time said wellbore surveys are to be conducted so that they may be witnessed. The applicant shall further provide
a copy of said wellbore surveys to the Santa Fe and Artesia offices of the Division upon completion.

3) The "project area” for said horizontal well shall consist of the single 40-acre standard oil spacing
and proration unit comprising the SW/4 NE/4 (Unit G) of said Section 10;
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@) The "producing area" for said horizontal wellbore shall include that area within the SW/4 NE/4 of -
said Section 10 that is no closer than 10 feet from the quarter-quarter section lines nor within that area being a 330
by 330 foot square in the extreme southwestern corner of the subject quarter-quarter section.

‘ ) The operator shall comply with all requirements and conditions set forth in Division General Rule
111.E(2) and any applicable requirements in 111.D and F.

(6) ©  Form C-105 shall be filed in accordance with Division Rule 1105 and the operator shall indicate
thereon true vertical depth (TVD) in addition to measured depths (MVD). -

@) Jurisdiction of this cause is retained for. the entry of such further orders as the Division may deem
necessary. :

DONE at Santa Fe, New Mexico, on the day and yéar hereinabove designated.

STATE OF NEW MEXICC
OIL CONSERVATION D

WILLIAM J. LEMAY
- Director

SEAL

cc: Oil Conservation Division - Artesia
U.S. BLM - Carisbad
File: = NSL-3465
Case 11,274
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August 18, 1995

SDX Resources, Inc.
P. O. Box 5061
Midland, Texas 79704

Attention: John Pool

109
Administrative Order DD-¥(H)
High Angle/Horizontal
Dear Mr. Pool:

Reference is made to SDX Resources, Inc.’s application of June 13, 1995 for authorization to initiate a high
angle/horizontal directionally drilling project in the Artesia-Queen-Grayburg-San Andres Pool on a portion of its
Dunn "B" Federal lease in the SW/4 NE/4 of Section 10, Township 18 South, Range 28 East, NMPM, Eddy
County, New Mexico. '

The Division Director Finds That:

¢)) The application by SDX Resources, Inc. ("SDX") has been duly filed under the provisions of Rule
111.D and E of the General Rules and Regulations of the New Mexico Oil Conservation Division
("Division"), revised by Division Order No. R-10388, issued by the Oil Conservation Commission
in Case 11,274 on June 13, 1995;

) The proposed high angle/horizontal directionally drilling project is within the applicant’s
International Oil & Gas Queen-Grayburg-San Andres Waterflood Project Area, established by
Division Order No. R-2869, dated February 11, 1965, and as such the Artesia-Queen-Grayburg-
San Andres Pool is subject to the statewide rules and regulations for oil wells, as promulgated by
Rules 104.C(1) and F(1), which provides for 40-acre oil spacing and proration units, or drilling
units, and requires that wells be located no closer than 330 feet to the outer boundary of the lease
or unitized area, nor closer than 10 feet to any quarter-quarter section line or subdivision inner
boundary;

?3) Those portions of said Section 10 that are within the International Oil & Gas Queen-Grayburg-San
Andres Waterflood Project Area include the N/2, SE/4 SW/4, and SE/4;

4 SDX is seeking to initiate an high angle/horizontal directional drilling project within the Artesia
Pool in an attempt to contact more permeability in the vertical fracture systems of the San Andres
formation;

5) It is SDXs intent to place its Dunn "B" Federal Well No. 38 at a previously approved unorthodox
oil well location (see Division Administrative Order NSL-3465, dated January 17, 1995) 1330 feet
from the North line and 2583 feet from the East line (Unit G) of said Section 10, drill vertically
to an approximate depth of 2950 feet, kick-off in a southeasterly direction with a short radius
wellbore (71.62 degrees/100 feet or 80 foot radius), and drill horizontally a lateral distance of
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approximately 1,000 feet;

©) The "project area” for said horizontal well is to consist of the single 40-acre standard oil spacing
and proration unit comprising the SW/4 NE/4 (Unit G) of said Section 10;

@) The subject pool within the proposed project area is currently being developed by the Dunn "B" ,
Federal Well No. 19 (API No. 30-015-01813), located 1980 feet from the North and East lines
of said Section 10, a water injection well authorized by Division Administrative Order WFX-381,
dated October 31, 1972, and the applicant’s Dunn "B" Federal Well No. 46 (API No. 30-015-
28247), a producing oil well located at a previously approved (also by said Order NSL-3465)
unorthodox oil well location 2500 feet from the North line and 1330 feet from the East line of said
Section 10; - )

(8) As required by Division General Rules 104.F(1) and 111.D(1)(b) and to assure that the correlative
rights of off-set operators are adequately protected from any adverse effects caused by the drilling
of the subject lateral wellbore, the applicable drilling window or "producing area" for said
horizontal well bore should include that area within the SW/4 NE/4 of said Section 10 that is no
closer than 10 feet from the quarter-quarter section lines nor within that area being a 330 by 330
foot square in the extreme southwestern corner of the subject quarter-quarter section; and,

¢)) It appears the applicant has satisfied all of the appropriate requirements prescribed in said Rule
111.D and E, the subject application should be approved and the well should be governed by the
provisions contained within this order and all other applicable provisions of Division General Rule
111. '

IT IS THEREFORE ORDERED THAT:

¢y SDX Resources, Inc. ("SDX") is hereby authorized to initiate a highly deviated directional drilling
project in an existing standard 40-acre oil spacing and proration unit comprising the SW/4 NE/4 (Unit G) of Section
10, Township 18 South, Range 28 East, NMPM, Artesia-Queen-Grayburg-San Andres Pool, International Oil &
Gas Queen-Grayburg-San Andres Waterflood Project Area, Eddy County, New Mexico, by drilling its Dunn "B"
Federal Well No. 38 at a previously approved unorthodox surface oil well location (see Division Administrative
Order NSL-3465, dated January 17, 1995) 1330 feet from the North line and 2583 feet from the East line (Unit G)
of said Section 10, drill vertically to an approximate depth of 2950 feet, kick-off in a southeasterly direction with
- a short radius wellbore (71.62 degrees/100 feet or 80 foot radius), and drill horizontally a lateral distance of
approximately 1,000 feet through the Artesia-Queen-Grayburg-San Andres Pool.

PROVIDED HOWEVER THAT prior to commencing directional drilling operations in said wellbore, the
-applicant shall establish the location of the kick-off point by means of a directional survey acceptable to the
Division.

PROVIDED FURTHER‘THAT during or upon.completion of said directional drilling 6perations, the
applicant shall conduct an accurate wellbore survey from the kick-off point to total depth in order that the subsurface
bottomhole location, as well as the wellbore’s true depth and course, may be determined.

2) The applicant shall notify the supervisor of the Artesia District office of the Division of the date
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and time said wellbore surveys are to be conducted so that they may be witnessed. The applicant shall further
provide a copy of said wellbore surveys to the Santa Fe and Artesia offices of the Division upon completion.

3) The "project area” for said horizontal well shall consist of the single 40-acre standard oil spacing
and proration unit comprising the SW/4 NE/4 (Unit G) of said Section 10;

)] The "producing area” for said horizontal wellbore shall include that area within the SW/4 NE/4
of said Section 10 that is no closer than 10 feet from the quarter-quarter section lines nor within that area being a
330 by 330 foot square in the extreme southwestern corner of the subject quarter-quarter section.

5) The operator shall comply with all requirements and conditions set forth in Division General Rule
111.E(2) and any applicable requirements in 111.D and F.

©) Form C-105 shall be filed in accordance with Division Rule 1105 and the operator shall indicate
thereon true vertical depth-(TVD) in addition to measured depths (MVD). : '

) Jurisdiction of this cause is retained for the entry of such further orders as the Division may deem
necessary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove designated.

STATE OF NEW MEXICO
OIL CONSERVATION DIVISION

WILLIAM J. LEMAY
Director

SEAL

cc: Qil Conservation Division - Artesia
U.S. BLM - Carlsbad
File:  NSL-3465.
Case 11,274



e

SDX RESOURCES INC o _ ,
P.O. BOX. 5061 S ‘Jf"»f”SE::"-v;- -‘qu DIVISION
MIDLAND, TEXAS 79704 CRELH: kD ' .

(915) 685-1761 E o] .
: 95031 an 8 52

July 25, 1995

Mr. Mike. Stogner '
0il Conservation: DlVlSlon
P. O. Box 2088

Santa Fe, NM 87504

RE: Dunn B Federal #38
“Horizontal Completion

Dear Mr. Stogner:

As per yoﬁr‘ instructlons to comply w1th Order No. R-10388 ‘
issued by NMOCD, we are. submitting a Type Log with. top of

Artesia Pool (Queen) marked. We cannot mark the bottom of -

the subject pool as it was ‘not penetrated in this well
(bottom of San Andres). o : ' :

Please find the following enclosures:
l) Type Log - Dunn B Federal #38
2) Log Headlng - Dunn B Federdl #38
3) Plat showing surface/BHL Dunn B Federal #38.

. Thank you for your assistance in this :endeavor' and please
call with any questions or comments. - = . -

t nyegards,

hn Pool

JP:an’
Enclosures

JDP\OCDR10388
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Depth Driller 3100 F ‘ Depth Driller
__Schiumberger Depth 3054 F - ) Schiumberger Depth
__Bottom Log Interval 3052 F ' Bottom Log interval
__Top Log Interval 200F - Top Log Interval
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_ Casing Schlumberger .| 382F — N S R -.}__Gasing Schlumberger _ . I
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__Logger On Bottom Time | 1-JUL-1995 19:00 - __].__Logger On Bottom Time .
__Unit Number | Location 2030 | HOBBS, N.M. Unit Number { Location . l
- DY Y TINAATLIN LIARARAN | o '..Ni:],,.,“,qa,' Ty, o . e - |




True Vertical Depth

VOGEL HORIZONTAL AND DIRECTIONAL DRILLING

2700

3100 +

415 WEST WALL ST.
915-570-4719

KOP 0° at 2910' MD

\ Build at 71.62°/100' (80" radius)

1000’ Lateral Length

MIDLAND TX 79707
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SDX RESOURCES

DUNN B 38
EDDY COUNTY, NM
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200 4
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-1100 +
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Azimuth: 137.2°

Horizontal Displacement
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VOGEL HORIZONTAL & DIRECTIONAL DRILLING

SDX RESOQURCES
DUNNB 38

Directional Well Plan

Measured Inct. Drift Course True Total Vertical  Dogleg

Depth Angle Direction Length Vertical Rectangular Coordinates Section  Severity
) (Deg) (Deg) F) Depth o (Deg/100)
2910.0 0.00 00 2910.00 0.00 N 0.00 E 0.00 0
29143 3.10 137.2 43 291433 009 S 008 E 0.12 7161972
2918.7 6.21 137.2 43 2918.65 034 S 032 E 047 71.61972
29230 9.31 137.2 43 2922.94 07758 072 E 1.05 71681972
2927.3 12241 1372 43 2927.20 1378 127 E 1.87 71.61972
2931.7 15.52 137.2 43 2931.40 214 S 198 E 292 71.61972
2936.0 18.62 1372 43 293554 3078 285 E 419 71.61972
2940.3 21.72 137.2 43 2939.61 417 S 388 E 5.68 71.61972
2944.7 24.83 1372 43 2943.59 542 S S03 E 7.39 71.61972
2949.0 27.93 1372 43 2047.47 6838 634 E 9.32 71.61972
2953.3 31.03 1372 43 2951.24 840 S 779E 1145 71.81972
2957.7 34.14 137.2 43 = 295489 1011 S 937 E 13.78 71.61972
2962.0 3724 1372 43 2958 41 1196 S 1109 E 16.31 7181972
2966.3 40.34 137.2 43 2961.79 1395 S 1294 E 19.03 71.61972
2970.7 43.45 137.2 43 2965.02 1607 S 1491 E 2192 71.61972
2975.0 46.55 137.2 43 2968.08 1832 8§ 1699 E 2498 7161972
2979.3 49.66 137.2 43 2970.97 2068 S 1918 E 28.21 71.81972
2983.7 52.76 137.2 43 2973.69 2316 S 2148 E 3159 7161972
2988.0 55.86 137.2 43 2976.22 2574 S 2387 E 35.11 71.61972
29923 58.97 1372 43 2978.55 2841 S 2838 E 38.76 7181972
2996.7 62.07 137.2 43 2980.68 31188 2892 E 42.53 71.61972
3001.0 65.17 1372 ‘43 2982.61 3402 S 3158 E 46.41 71.61972
3005.3 68.28 1372 43 2084.32 36894 S 3427 E 50.39 71.61972
3009.7 71.38 137.2 43 298581 3992 S 3703 E 54.46 71.61972
3014.0 74.48 137.2 43 2987.08 4296 S 3985 E 58.60 71.61972
3018.3 7759 1372 43 2988.13 46804 S 4271 E 62.80 7161972
3022.7 80.69 137.2 43 2988.95 49.16 S 4560 E 67.06 71.61972
3027.0 83.79 1372 43 2989.53 5231 8 4852 E 71.35 7161972
3031.3 86.90 1372 43 2989.88 5548 S 5146 E 75.67 71.61972
EOB: 3035.7 90.00 137.2 43 2980.00 5865 S S441 E 80.00 71.61972

Target: 4035.7 90.00 137.2 1000.0 2990.00 o 79s 73449 E 1080.00 0
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STATE OF NEW MEXICO
ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSION FOR THE PURPOSE OF

CONSIDERING:
CASE NO. 11274
Order No. R-10388

APPLICATION OF MERIDIAN OIL INC. TO
ESTABLISH A STATEWIDE ADMINISTRATIVE
PROCEDURE FOR APPROVAL OF DIRECTIONAL
DRILLING PROJECTS IN THE STATE OF

NEW MEXICO.

ORDER OF THE COMMISSION
BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on April 27, 1995, at Santa Fe, New
Mexico, before the Oil Conservation Commission of New Mexico, hereinafter referred to as
the "Commission."

NOW, onthis 13th day of June, 1995, the Commission, a quorum being present,
having considered the record and being fully advised in the premises,

FINDS THAT:

(1) Due public notice having been given as required by law, the Commission has
jurisdiction of this cause and the subject matter thereof.

(2) There was a consensus among industry and government that there is a need for
revision of Rule 111 to provide for administrative approval for directionally drilled wells
under certain circumstances, in particular intentionally deviated directional wells which have
been approved only after notice and hearing or in certain pools with special provision
contained therein. ,

(3) Although Meridian Oil Inc. was the applicant and all present agreed to the
concept of administrative approval for directionally drilled wells, additional testimony was
provided by Amoco Production Company, Marathon Oil Company, Mobil Exploration and
Production, Phillips Petroleum Company, Permian Basin Petroleum Association, New
Mexico Oil and Gas Association, and New Mexico Oil Conservation Division. Differences
of opinion centered around an expanded version of the proposed rule change incorporating
more definitions and greater reporting requirements for applicants and a shorter version with
condensed definitions and reduced reporting requirements.




CASE 11274
-Order No. R-10388
Page -2-

(4) The more condensed rule changes provide for greater efficiencies without
sacrificing clarity or important documentation. .

(5) Meridian Qil Inc. recommended rule provisions which would address correlative
rights within affected proration units. Marathon Oil Company and Amoco Production
Company supported a simplified rule which allows for operator decisions concerning the
need for additional wells.

(6) Operational decisions and equity issues should be addressed under pmvisions of
the operating agreement that deal with "operations by less than all parties" and not by
regulations.

(7) The rule changes incorporated in Exhibit "A", attached hereto and made a part
hereof, will not affect wells deviated intentionally for mechanical and/or operational reasons
and will make the process for application and approval of directionally drilled wells more
efficient and less costly without causing waste or impairing correlative rights.

ITIS THEREFORE ORDERED THAT:

(1) Division Rule 111 be amended to read as shown on Exhibit "A" attached to and
made part of this Order.

(2) Revised Rule 111 shall be effective on the date of this Order.

(3) Jurisdiction of this cause is retained for the entry of such further orders as the
Commission may deem necessary. ‘

DONE at Santa Fe, New Mexico, on the day and year hereinafter designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

R 13T,
WILLIAM R. WEISS, Member

g lapm_

GARY CARLSON, Member

S E AL




EXHIBIT "A"
CASE NO. 11274
ORDER NO. R-10388

RULE 111-Deviation Tests/Deviated Wells and Directional Wells:

A.  Definitions: The following definitions shall apply to this Rule:

(1) Deviated Well - means any wellbore which is intentionally deviated from
vertical but got with an intentional azimuth. Any deviated well is subject to Rule 111-B
and C.

(2) Directional Well - means a wellbore which is intentionally deviated from
vertical with an intentional azimuth. Any directional well is subject to Rule 111-D.

(3) Vertical Well - means a well that does not have an mtennonal departure or
course deviation from the vertical.

(4) Drilling Unit - means the surface acreage assigned to a vertical wellbore in
accordance with NMOCD Rule 104. Included in this definition is a "unit of proration for
oil or gas" as defined by the Division and all non-standard such units previously approved
by the Division.

(5) Wellbore - means the interior surface of a cased or open hole through which
drilling, production, or injection operations are conducted.

(6) Project Well - means any well drilled, completed, produced or injected into
as either a deviated well or as a directional well.

_ (7) Project Area - means one or more drilling units which are to be dedicated to
the project well.

(8) Producing Area - means all points that lie along a rectangular or square
window formed by plotting the measured distance from the North, South, East and West
boundaries of a project area inside of which a vertical wellbore can be drilled and
produced in conformity with the setback requirements from the outer boundary of a
standard spacing and proration unit for the applicable pool(s).

(9) Penetration Point - means the point where the wellbore penetrates the top of
the pool from which it is intended to produce. .

(10) Azimuth - means the deviation in the horizdntal plane of a wellbore expressed
in terms of compass degrees.

(11) Kmm - means the point at which the wellbore is intentionally
deviated from vertical.



(12) Terminus - means the farthest point attained along the wellbore.

(13) Producing Interval - means that portion of the wellbore drilled inside the
vertical limits of a pool, between its penetration point and its terminus and within the
producing area. '

(14) Lateral - means any portion of a wellbore past the point where the wellbore
has been intentionally departed from the vertical.

B.  Deviation Tests:

Any well which is drilled or deepened shall be tested at reasonably frequent
intervals to determine the deviation from the vertical. Such tests shall be made at least
once each 500 feet or at the first bit change succeeding 500 feet. A tabulation of all
deviation tests run, sworn to and notarized, shall be filed with Form C-104, Request for
Allowable and Authorization to Transport Oil and Natural Gas. When the deviation
averages more than five degrees in any 500-foot interval, the operator shall include the
calculations of the maximum possible horizontal displacement of the hole and the Division
Director may require that a directional survey be run to establish the location of the
producing interval(s). Upon request from the Division Director, any well which was
deviated in an indeterminate direction or toward the vertical shall be directionally
surveyed. :

C.  Deviated Wellbores:
(1) The Supervisor of the appropriate Division District may approve the written
request of an operator to drill a deviated wellbore or to deviate an existing wellbore to:
(@)  straighten a crooked hole by deviating towards the vertical;

(b)  side track junk in the hole by deviating in an indeterminate direction
(no intentional azimuth);

(c)  side track an existing wellbore by deviating in an indeterminate
direction (no intentional azimuth) for the purpose of recompleting
into an existing producing formation or plugging the originally
completed formation and recompleting into a different formation.

(2) The Supervisor of the appropriate Division District may require any request
for a deviated well to be submitted for administrative approval by the Division Director.

(3) Applications for administrative approval for a deviated well shali:



(@)  be filed in duplicate and shall be accompamed by plats showing
both the surface location of the subject well, its spacmg unit and all

adjoining spacmg units;
(b)  state the reason(s) for deviating the subject well; and

(c)  shall include a statement or plat showing the names and addresses
of all operators of spacing units, or working interest owners of
undrilled spacing units offsetting the unit in which the project is
located and attesting that applicant, on or before the same date the
application was submitted to the Division, has sent notification to
all those parties by submitting a copy of the application to them by

_ certiﬁedmailremrnreceiptreqmtedandadvisingthcmthatifthey
have an objection, it must be filed in wrmng within twenty (20)
days of the date notice was sent.

(4) The bottomhole location of any deviated well shall be at an orthodox well
location or an unorthodox location previously approved pursuant to Rule 104 and shall be
considered acceptable if the actual subsurface location in the formation to be produced is
orthodox or is no more than 50 feet from the approved subsurface location.

(5) The Division Director may approve the application for a deviated well upon
receipt of waivers from all offset operators or owners of undrilled tracts or if no offset
operator or owner has entered an objection to the project within 20 days after the
application was received by the Director.

D.  Directional Wellbore:

(1) The Division Director, shall have the authority without notice and hearing to
administratively approve a directional wellbore project when:

(a)  the surface location of the proposed or existing project well is
within the boundaries of the project area, consisting of a single or
muitiple drilling unit(s), substantially in the form of either a square
or a rectangle, as applicable, being a legal subdivision of the U.S.
Public Land Survey;

(b) the producing interval of the wellbore(s) is totally confined to a
producing area. The wellbore(s) may be re-oriented to any azimuth
based upon a change in conditions either geologic or mechanical,
which is encountered either before or after the commencement of a
project, but only insofar as the producing interval(s) remains totally
confined to the producing area;

(c)  the project area includes either a single drilling unit or mulitiple
contiguous drilling units; and,



@

the project well includes either a single lateral or multiple laterals
which conform to conditions (a) and (b) above..

(2) To obtain administrative approval to drill a directional well, the applicant shall
file a written application in duplicate with the Division Director, copy to the appropriate
OCD District Supervisor, which shall include:

®

®)

©

@

O)

®

a statement addressing the reason(s) for directionally drilling the
subject well;

a plat indicating the section, township and range in which the well
is to be drilled, the project area, the proposed surface location, the
producing area for the project well, any existing wells in the
applicable pool(s) in the proposed project area, all offsetting drilling
units in the applicable pool(s) and their associated operator, and
any wells in those units; .

a vertically oriented plan view (cross-sectional view) for the subject
well including the true vertical depth of the top and bottom of the
subject pool, degree of angle to be built in the project wellbore(s),
the true vertical and the measured depth of the estimated kickoff
point, the estimated penetration point and the lateral length;

a horizontal plan view for the subject well and its spacing unit
showing the drilling unit and drilling-producing window, including
the estimated azimuth and maximum length of the lateral(s) to be
drilled;

a type log section on which is identified the top and bottom of the
subject pool; and,

a statement or plat showing the names and addresses of all operators
of spacing units, or working interest owners of undrilled spacing
units offsetting the unit in the applicable pool(s) in which the project
is located and attesting that applicant, on or before the same date
the application was submitted to the Division, has sent notification
to all those parties by submitting a copy of the application to them
by certified mail return receipt requested and advising them that if
they have an objection, it must be filed in writing within twenty
(20) days of the date notice was sent.

(3) The maximum allowable assigned to the project area when dealing with
prorated pools shall be based upon of the number of standard proration units (or approved
non-standard proration and spacing units) for that pool any portion of which is within a
distance of the producing lateral of the directional wellbore not greater than the footage
setback distance for locating a vertical well from the outer boundary of a spacing unit for

that pool.




(1) The Division Director may approve the application upon receipt of waivers
from all offset operators or owners of undrilled tracts or if no offset operator or owner has
entered an objection to the project within 20 days after the application was received by the
Director.

(2) Any order issued by the Director approving an apphcanon for a directional
wellbore shall require that:

(a) the applicant shall conduct a directional survey on the wellbore after
directional drilling operations in order that the direction, extent and
terminus of said wellbore may be determined to be in compliance
with the provision of any order with copies submitted to the Santa
Fe NMOCD and to the NMOCD-district office in whxch the well is
located; and,

(b)  the Supervisor of the appropriate Division District shall be notified
of the approximate time all directional surveys are to be conducted.
All directional surveys run on any well in any manner for any
reason must be filed with the Division upon completion of the well.
The Division shall not assign an allowable to a well until the
operator has submitted an affidavit that all such directional surveys
- have been filed.

F. Addmnal.Mattsts

(1) The Division Director, at the request of an offset operator, may require any
operator to make a directional survey of any well. The directional survey and all
associated costs shall be at the expense of the requesting party and shall be secured in
advance by a $5,000 indemnity bond posted with and approved by the Division. The
requesting party may designate the well survey company and the survey may be witnessed
by the Division and the operator.

(2) The Division Director, may, at his discretion, set any application for
administrative approval for public hearing.

(3) Permission to deviate or directionally drill any wellbore for any reason or in
any manner not provided for in this rule shall be granted only after notice and hearing.
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(915) 685-1761

July 17, 1995 |
| FAX: 505/827-8177
. Mr. Mlke Stogner

0il Conservation DlVlSlon

P. O. Box 2088 _

. Santa Fe, NM 87505

RE: Dunn B #38

' 1330/ FNL, 2583 FEL

Sec. .10, -T18S R28E
Eddy County, New Mexico

‘Dear Mr. Stogner:

Thank-yeu’forv'yeur call this afternoon (to Steve Sell)
regarding the referenced well. L S :

I did want to advise you of our upcoming scheduled completion
operation (drill 1000’ lateral in San Andres). We plan to .
‘move a reverse rig in and commence operations on or after
July 26, 1995. Your conversation with Steve indicated the
state would not have a problem w1th our plans, so we. do plan
-to proceed.

‘Thanks agaln for your cooperation.

B St.begards,

ohn Pool

JP:an‘

JDP\OCDDUN38 +LTR .
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. SDX RESOURCES, INC.

o P.O. BOX 5061

LAND, TEXAS 79704
915) 685-1761

July 17, 1995

FAX: 505/827-8177

Mr. Mike Stogner

0il Conservation Division
P. O. Box 2088

Santa Fe, NM 87505

RE: Dunn B #38
1330/ FNL, 2583 FEL
Sec. 10, T18S R28E
Eddy County, New Mexico

Dear Mr. Stogner:

Thank you for your call this afternoon (to Steve Sell)
regarding the referenced well. '

I did want to advise you of our upcoming scheduled completion
operation (drill 1000’ lateral in San Andres). We plan to
move a reverse rig in and commence operations on or after
July 26, 1995. Your conversation with Steve indicated the
state would not have a problem with our plans, so we do plan
to proceed.

Thanks again for your cooperation.

gt gegards ’ '
ohn Pool :

JP:an

JDP\OCDDUR3S . IR
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SDX RESOURCES, INC.
P.Q. BOX 5061
MIDLAND, TEXAS 79704
(915) 685-1761

Fax 915 685-0533

T0; OIL CONSERVATION DIVISION DATE: Jury 17, 1995

ATTENTION: MR. MIKE STOGNER

FROM: JOEN POQL

TOTAL PAGES INCLUDING THIS PAGE 2

IF YOU BAVE ANY PROBLEMS OR QUESTIONS, PLEASE CALL US AT
(915) 685-1761.

( ) PER YOUR REQUEST ( ) PER OUR PHONE CONVERSATION
(x) FOR YOUR INFORMATION ( ) PLEASE PHONE ME TO DISCUSS
( ) PLEASE REVIEW & ADVISE ( ) PLEASE ADVISE WHEN RECEIVED

COMMENTS: _ HARD COPY TO FOLIOW.




STATE OF NEW MEXICO
' ENERGY, MINERALS, AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION

COMMISSION FOR THE PURPOSE OF

CONSIDERING:
CASE NO. 11274
Order No. R-10388

APPLICATION OF MERIDIAN OIL INC. TO
ESTABLISH A STATEWIDE ADMINISTRATIVE
PROCEDURE FOR APPROVAL OF DIRECTIONAL
DRILLING PROJECTS IN THE STATE OF

NEW MEXICO.

ORDER OF THE COMMISSION
BY THE COMMISSION:

This cause came on for hearing at 9 o'clock a.m. on April 27, 1995, at Santa Fe, New
Mexico, before the Oil Conservation Commission of New Mexico, hereinafter referred to as
the "Commission."

NOW, on this 13th day of June, 1995, the Commission, a quorum being present,
- having considered the record and being fully advised in the premises,

- FINDS THAT:

. (1) Due public notice having been given as required by law, the Commission has
jurisdiction of this cause and the subject matter thereof.

(2) There was a consensus among industry and government that there is a need for
revision of Rule 111 to provide for administrative approval for directionally drilled wells
under certain circumstances, in particular intentionally deviated directional wells which have
been approved only after notice and hearing or in certain pools with special provision
contained therein.

(3) Although Meridian Oil Inc. was the applicant and all present agreed to the
concept of administrative approval for directionally drilled wells, additional testimony was
provided by Amoco Production Company, Marathon Oil Company, Mobil Exploration and
Production, Phillips Petroleum Company, Permian Basin Petroleum Association, New
Mexico Oil and Gas Association, and New Mexico Oil Conservation Division. Differences
of opinion centered around an expanded version of the proposed rule change incorporating
more definitions and greater reporting requirements for applicants and a shorter version with
condensed definitions and reduced reporting requirements.




CASE 11274
Order No. R-10388
Page -2-

(4) The more condensed rule changes provide for greatér efficiencies without
sacrificing clarity or important documentation.

(5) Meridian Oil Inc. recommended rule provisions which would address correlative
rights within affected proration units. Marathon Oil Company and Amoco Production
Company supported a simplified rule which allows for operator decisions concerning the
need for additional wells.

(6) Operational decisions and equity issues should be addressed under provisions of
the operating agreement that deal with "operations by less than all parties” and not by
regulations.

(7) The rule changes incorporated in Exhibit "A", attached hereto and made a part
hereof, will not affect wells deviated intentionally for mechanical and/or operational reasons
and will make the process for application and approval of directionally drilled wells more
efficient and less costly without causing waste or impairing correlative rights.

IT IS THEREFORE ORDERED THAT:

(1) Division Rule 111 be amended to read as shown on Exhibit "A" attached to and
made part of this Order.

(2) Revised Rule 111 shall be effective on the date of this Order.

(3) Jurisdiction of this cause is retained for the entry of such further orders as the
Commission may deem necessary. '

DONE at Santa Fe, New Mexico, on the day and year hereinafter designated.

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

WILLIAM R. WEISS, Member

g L

GARY CARLSON, Member

S EAL




EXHIBIT "A"
CASE NO. 11274
" ORDER NO. R-10388

RULE 111-Deviation Tests/Deviated Wells and Directional Wells:

A Definitions: The following definitions shall apply to this Rule:

(1) Deviated Well - means any wellbore which is intentionally deviated from
vertical but not with an intentional azimuth. Any deviated well is subject to Rule 111-B
and C. ' .

(2) Directional Well - means a wellbore which is intentionally deviated from
vertical with an intentional azimuth. Any directional well is subject to Rule 111-D.

(3) Yertical Well - means a well that does not have an intentional departure or
course deviation from the vertical.

(4) Drilling Unit - means the surface acreage assigned to a vertical wellbore in
accordance with NMOCD Rule 104. Included in this definition is a "unit of proration for
oil or gas" as defined by the Division and all non-standard such units previously approved
by the Division.

(5) Wellbore - means the interior surface of a cased or open hole through which
drilling, production, or injection operations are conducted.

(6) Project Well - means any well drilled, completed, produced or injected into
as either a deviated well or as a directional well.

(7) Project Area - means one or more drilling units which are to be dedicated to
the project well.

(8) Producing Area - means all points that lie along a rectangular or square
window formed by plotting the measured distance from the North, South, East and West
boundaries of a project area inside of which a vertical wellbore can be drilled and
produced in conformity with the setback requirements from the outer boundary of a
standard spacing and proration unit for the applicable pool(s).

(9) Penetration Point - means the point where the wellbore penetrates the top of
the pool from which it is intended to produce.

(10) Azimuth - means the deviation in the horizontal plane of a wellbore expressed
in terms of compass degrees.

(11) Kick-off Point - means the point at which the wellbore is intentionally
deviated from vertical.



(12) Terminus - means the farthest point attained along the Wellbore.

(13) Producing Interval - means that portion of the wellbore drilled inside the
- vertical limits of a pool, between its penetration point and its terminus and within the
producing area. ‘

(14) Lateral - means any portion of a wellbore past the point where the wellbore
has been intentionally departed from the vertical.

B.  Deviation Tests:

Any well which is drilled or deepened shall be tested at reasonably frequent
intervals to determine the deviation from the vertical. Such tests shall be made at least
once each 500 feet or at the first bit change succeeding 500 feet. A tabulation of all
deviation tests run, sworn to and notarized, shall be filed with Form C-104, Request for
Allowable and Authorization to Transport Oil and Natural Gas. When the deviation
averages more than five degrees in any 500-foot interval, the operator shall include the
calculations of the maximum possible horizontal displacement of the hole and the Division
Director may require that a directional survey be run to establish the location of the
producing interval(s). Upon request from the Division Director, any well which was
deviated in an indeterminate direction or toward the vertical shall be directionally
surveyed. :

C.  Deviated Wellbores:
(1) The Supervisor of the appropriate Division District may approve the written
request of an operator to drill a deviated wellbore or to deviate an existing wellbore to:
(a)  straighten a crooked hole by deviating towards the vertical;

(b)  side track junk in the hole by deviating in an indeterminate direction
(no intentional azimuth);

(c)  side track an existing wellbore by deviating in an indeterminate
direction (no intentional azimuth) for the purpose of recompleting
into an existing producing formation or plugging the originally
completed formation and recompleting into a different formation.

(2) The Supervisor of the appropriate Division District may require any request
for a deviated well to be submitted for administrative approval by the Division Director.

(3) Applications for administrative approval for a deviated well shall:



| (@)  be filed in duplicate and shall be accompanied by plats showing
both the surface location of the subject well, its spacing unit and all
adjoining spacing units;

(b)  state the reason(s) for deviating the subject well; and

(c) shall include a statement or plat showing the names and addresses
of all operators of spacing units, or working interest owners of
undrilled spacing units offsetting the unit in which the project is
located and attesting that applicant, on or before the same date the
application was submitted to the Division, has sent notification to
all those parties by submitting a copy of the application to them by

~ certified mail return receipt requested and advising them that if they
have an objection, it must be filed in writing within twenty (20)
days of the date notice was sent.

(4) The bottomhole location of any deviated well shall be at an orthodox well
location or an unorthodox location previously approved pursuant to Rule 104 and shall be
considered acceptable if the actual subsurface location in the formation to be produced is
orthodox or is no more than 50 feet from the approved subsurface location.

(5) The Division Director may approve the application for a deviated well upon
receipt of waivers from all offset operators or owners of undrilled tracts or if no offset
operator or owner has entered an objection to the project within 20 days after the
application was received by the Director.

D.  Directional Wellhore:

(1) The Division Director, shall have the authority without notice and hearing to
administratively approve a directional wellbore project when:

(a) the surface location of the proposed or existing project well is
within the boundaries of the project area, consisting of a single or
multiple drilling unit(s), substantially in the form of either a square
or a rectangle, as applicable, bemg a legal subdivision of the U.S.
Public Land Survey;

(b)  the producing interval of the wellbore(s) is totally confined to a
producing area. The wellbore(s) may be re-oriented to any azimuth
based upon a change in conditions either geologic or mechanical,
which is encountered either before or after the commencement of a
project, but only insofar as the producing interval(s) remains totally
confined to the producing area;

| (c) the project area includes either a single drilling unit or multiple
contiguous drilling units; and,
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the project well includes either a single lateral or multiple laterals
which conform to conditions (a) and (b) above.

(2) To obtain administrative approval to drill a directional well, the applicant shall
file a written application in duplicate with the Division Director, copy to the appropriate
OCD District Supervisor, which shall include:

@

®)

©

)

e

®

a statement addressing the reason(s) for directionally dnllmg the
subject well;

a plat indicating the section, township and range in which the well
is to be drilled, the project area, the proposed surface location, the
producing area for the project well, any existing wells in the
applicable pool(s) in the proposed project area, all offsetting drilling
units in the applicable pool(s) and their associated operator, and
any wells in those units;

a vertically oriented plan view (cross-sectional view) for the subject
well including the true vertical depth of the top and bottom of the
subject pool, degree of angle to be built in the project wellbore(s),
the true vertical and the measured depth of the estimated kickoff
point, the estimated penetration point and the lateral length;

a horizontal plan view for the subject well and its spacing unit
showing the drilling unit and drilling-producing window, including
the estimated azimuth and maximum length of the lateral(s) to be
drilled;

a type log section on which is identified the top and bottom of the
subject pool; and,

a statement or plat showing the names and addresses of all operators
of spacing units, or working interest owners of undrilled spacing
units offsetting the unit in the applicable pool(s) in which the project
is located and attesting that applicant, on or before the same date
the application was submitted to the Division, has sent notification
to all those parties by submitting a copy of the application to them
by certified mail return receipt requested and advising them that if
they have an objection, it must be filed in writing within twenty
(20) days of the date notice was sent.

(3) The maximum allowable assigned to the project area when dealing with
prorated pools shall be based upon of the number of standard proration units (or approved
non-standard proration and spacing units) for that pool any portion of which is within a
distance of the producing lateral of the directional wellbore not greater than the footage
setback distance for locating a vertical well from the outer boundary of a spacing unit for

~ that pool.



(1) The Division Director may apprové the application upon receipt of waivers
from all offset operators or owners of undrilled tracts or if no offset operator or owner has
entered an objection to the project within 20 days after the applncanon was received by the
Director.

(2) Any order issued by the Director approving an application for a directional
wellbore shall require that:

(a) the applicant shall conduct a directional survey on the wellbore after
directional drilling operations in order that the direction, extent and
terminus of said wellbore may be determined to be in compliance
with the provision of any order with copies submitted to the Santa
Fe NMOCD and to the NMOCD-district office in which the well is
located; and,

(b)  the Supervisor of the appropriate Division District shall be notified
of the approximate time all directional surveys are to be conducted.
All directional surveys run on any well in any manner for any
reason must be filed with the Division upon completion of the well.
The Division shall not assign an allowable to a well until the
operator has submitted an affidavit that all such directional surveys
have been filed.

(1) The Division Director, at the request of an offset operator, may require any
operator to make a directional survey of any well. The directional survey and all
associated costs shall be at the expense of the requesting party and shall be secured in
advance by a $5,000 indemnity bond posted with and approved by the Division. The
requesting party may designate the well survey company and the survey may be witnessed
by the Division and the operator.

(2) The Division Director, may, at his discretion, set any application for
administrative approval for public hearing.

(3) Permission to deviate or directionally drill any wellbore for any reason or in
any manner not provided for in this rule shall be granted only after notice and hearing.



SDX RESOURCES INC,  F'ECONSERYVI“GN DIVISION

P.O. BOX 5061 : RECT:vED
NPT S N .8, 52
June 2, 1995
D ‘
blgiM Shannon Shaw ' - | | /%:4" / #—?8/

P. O. Box 1778

Carlsbad, New Mexico 88221 _;,/—”'——————_—

RE: Dunn B Federal #38
Sundry Notice - Horizontal Dralnhole

Dear Mr. Shaw:’

Please find enclosed Sundry Notice for the referenced well.
As you see, we are proposing to drill a horizontal drainhole
in the San Andres formation in an attempt to contact more
permeability in the vertical fracture systems of the

formation.

We are requesting your approval of this change to our
original drilling/completion plans.

Thank you for your consideration in this matter and please
call with any questions or comments.

t yYegards,

ohn Pool
Vice President

JP/jdc
Enclosures

cc: Mr. Mike Stogner, OCD/Santa Fe, NM L



Form 3160-5 ‘UNITED STATES . . FORM AP:ROVED
(June 1990) DEPARTMENT OF THE INTERIOR e Manen 311993
BUREAU OF LAND MANAGEMENT : S. Lease Designation and Serial No.
" | NM 54184 ‘
SUNDRY NOTICES AND REPORTS ON WELLS 11 Indian. Allottee or Tribe Name
Do not use this form for proposals to drill or to deepen or reentry to a different reservoir.
Use “APPLICATION FOR PERMIT—" for such proposals ‘ N.A.

7. If Unit or CA, Agreement Designation

SUBMIT IN TRIPLICATE

. Type of Well N.A.
o G [ omer _ o 8. Well Name and No.
2. Name of Operator Dunn B Federal #38
SDX Resources, Inc. 9. API Well No.
3. Address and Telephone No. 4
P. 0. Box 5061, Midland, TX. 79704 915/685-1761 10. Field and Pool, or Exploratory Area
4. Location of Well (Footage. Sec.. T.. R.. M.. or Survey Description). ) Artes ia-QN-GR-SA
1330" FNL & 2583' FEL, Unit G, Sec. 10 ‘ : ' 11. County or Parish, State
Eddy Co., NM
12. CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION . TYPE OF ACTION
Notice of Intent D Abandonment [X] Change of Plans
. Recompletion New Construction
D Subsequent Report Plugging Back D Non-Routine Fracturing
Casing Repair . D Water Shut-Off
D Final Abandonment Notice Altering Casing Conversion to Injection
omer Supplement to original [J Dispose Water
APD, approved 12/07/94 {ioe Resonraiof it comion v

13. Describe Proposed or Completed Operations (Clearly state all pertinent details, and give pertinent dates, including estimated date of starting any proposed work. If well is directionally drilled,
give subsurface locations and measured and true vertical depths for all markers and zones pertinent to this work.)*

Plan to drill well to original proposed TVD of 4,000'. Run open hole logs. Run 5-1/2"
casing/packer shoe, 15.50#/ft., 5-1/2" casing to + 2,850'. Set open hole plug at 'kick-off

point (KOP) -2980'. Follow attached procedure.

14. 1 hereb, cc&%’ l?é theAogkgoing is true and correct -
Signed L"/\ Y (John Pool) riee  Vice President bue 0/02/95
(This spb;é for Federal or State office use)
Approved by Title i Date

Conditions of approval, if any:

Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make to any department or agency of the United States any false, fictitious or fraudulent statements
of representations as to any matter within its junisdiction.

*See Instruction on Reverse Side



: WELL PROCEDURE
DUNN B 38 HORIZONTAL COMPLETION
SDX RESOURCES

Date: June 02 1995
Purpose. Complete 4s horizontal drainhole.

Elevation: GL -3627'; KB. - N/A

Drillers TD: 4000'

PBTD: 2950

Production casing: 5 1/2”15. 50#(3"850 TOC gSurf (Should be set to 50— 150’ above KOP)-

Intermediate casing:

Target Information: ’ ' )
Kickoff Point (KOP): =~ 2980'-3000'

Build Rate: BUR)  71.62°/100° 80 _° radius)
Target Depth (TVD): 2,990’ TVD
End of Curve (EOC): 4035 ' MD(2990' TVD)

Lateral Length: 1000°

Closure Direction: N1 37 20 E (45° Azimuth)
Declination:

Operations Target: 10’ Vertical Window

BOTTOM HOLE ASSEMBLY/DRILL STRING

4 3/4” Rock Bit o

33/8” Mudmotor: 2 7/8” Reg Box X 2 3/8” Reg Box (Top)

Float Sub not required

3 1/2” Orienting Sub

3 1/2” Monel Drill Collars: 2 7/8” PH-6 Box X Pin (FLEX REQUIRED ? )
’ 2 7/8” PH-6 drill pipe (P-110) '

Crossover to Drill Collars

4 1/16”- 4 3/4” Drill Collars

3 1/2” drill pipe °

Estimated Max. WOB: 25,000

Estimated Max. Pump Rate: 125 GPM at 1,900 psi

2" minimum ID on all drill string components

PROCEDURE

}. MIRUPU. TIH with bit. Drill out casing shoe and dniil to KOP. TOH with workstring standing
back.

2. RU wireline and gyro company. TIH with GYRO. Obtain surveys every 100’ from TD to surface.
" RD wireline and gyro company

3. RU directional & wireline company. Test stecring tool and confirm toolface reading.

4. PU angle build assembly and surface test motor.



5. TIH to KOP with bit. angle build motor. orienting (and float sub). monel drill collars, PH-6 drill
pipe. drillpipe and drill collars.

6. TIH with steering tool. Sting into orienting sub. | RU wet-connect aﬁd test. Drill build section to
EOC. obtaining surveys every joint. TOH to KOP. RD wet-connect and TOH with steering tool.
TOH with drilistring (standing back) and lav down angle build motor.

7. PU angle hold motor zind test at surface. |

8. TIH with bit, angle hold motors. orienting sub. and monel dﬁll collars to KOP. TIH with steering
tool and sting into orienting sub. TIH to bottom and drill lateral at Target TVD to TD, obtalmng
surveys every joint. TOH. RD dlrecuonal Co.

9. Perform completion operations.

Documents'procedure\SDX38.doc
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VOGEL HORIZONTAL & DIRECTIONAL DRILLING
SDX RESOURCES
DUNNB 38
Directional Well Plan

Measured ’ Incl. Drift Course True Total Vertical

Depth Angle Direction Length Vertical Rectangular Coordinates : Section
(Ft) (Deg) (Deg) - (FY) Depth (Ft)
2910.0 0.00 0.0 2910.00 0.00 N 0.00 E 0.00
29143 3.10 137.2 43 2914.33 0.09 8 0.08 E 0.12
2918.7 6.21 137.2 43 2918.65 034 S 032E 0.47
2923.0 9.31 137.2 43 2022.94 0.77 8 072 E 1.05
2927.3 12.41 137.2 43 2927.20 137 127E - 1.87
2931.7 15.52 137.2 43 2931.40 214 S 1.98 E 292
2936.0 18.62 - 137.2 43 2935.54 3078 285 E 4.19
2940.3 2172 137.2 43 2939.61 417 S 386 E 5.68
29447 24.83 . 137.2 43 2943.59 5428 503 E 7.39
2949.0 27.93 137.2 43 2047.47 6.83 S 634 E 9.32
29533 31.03 137.2 .43 2951.24 840 S 779 E 11.45
20577 34.14 137.2 43 2954.89 1011 8 937 E 13.78
2962.0 37.24 . 137.2 43 2958.41 11.96 S 11.09 E 16.31
2966.3 40.34 137.2 43 2961.79 1385 S 1294 E 19.03
2970.7 43.45 - 1372 43 2965.02 1607S = 1491 E 21.92
2975.0 46.55 137.2 43 2068.08 1832 S 16.99 E 2498
2979.3 49.66 137.2 43 2970.97 2068 S 19.18 E 28.21
2983.7 52.76 137.2 43 2973.69 23.16 S 2148 E 31.59
2988.0 55.86 137.2 43 2976.22 2574 S 2387E 35.11
29923 58.97 137.2 43 2978.55 28.41 8 2636 E 38.76
2996.7 62.07 137.2 4.3 2980.68 31.18 S 2892 E 4253
3001.0 65.17 137.2 43 2982.61 34028 3156 E 46.41
3005.3 68.28 137.2 43 2984.32 36.94 S 3427 E 50.39
3009.7 71.38 137.2 4.3 2985.81 3992 S 37.03 E 54.46
3014.0 74.48 137.2 4.3 2987.08 4296 S 3985 E 58.60
3018.3 77.59 137.2 4.3 2988.13 48.04 S 4271 E © 62.80
30227 80.69 137.2 43 2988.95 4916 S 4560 E 67.06
3027.0 83.79 137.2 43 2989.53 52.31 8 4852 E 71.35
3031.3 86.90 137.2 43 2989.88 55.48 S 5146 E 75.67
EOB: 3035.7 90.00 137.2 43 2990.00 58.65 S 5441 E 80.00

Target: 4035.7 © ©0.00 137.2 1000.0 2990.00 791.79 S 73449 £ 1080.00



True Vertical Depth

VOGEL HORIZONTAL AND DIRECTIONAL DRILLING

SDX RESOURCES

415 WEST WALL ST. MIDLAND TX 79707 . DUNNB 38

915-570-4719
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SDX RESOURCES, INC.
P.0. BOX 5061
MIDLAND, TEXAS 79704

(915) 685-1761 - -

Fax 915 685-0533

mz\ﬂw /9& AQ | oare: (7 "/az —557~
ATTENTION: ZZ'Z QZL/ Qﬂéz%pg |
FROM: é Lo gﬁ ;&Zé

TOTAL PAGES INCLUDING THIS PAGE *—3 8

IF YOU HAVE ANY PROBLEMS OR QUESTIONS, PLEASE CALL US AT
(915) 685-1761.

( ) PER YOUR REQUEST ( ) PER OUR PHONE CONVERSATION
( ) FOR YOUR INFORMATION ( ) PLEASE PHONE vME TO DISCUSS -

( ) PLEASE REVIEW & ADVISE ( ) PLEASE ADVISE WHEN RECEIVED
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SDX RESOURCES, INC.
P.0. BOX 5061
MIDLAND, TEXAS 79704
(915) 6851761

June 12, 1995

Bit79
FAX # 505-827-5%1
Mr. Mike Stogner
State of New Mexico
Oil Conservation Division
P. O. Box 2088

Santa Fe, NM 87504
Re:  Unorthodox Location
SDX - Meyers B Federal #1
2310' FSL & 1250° FEL
Sec. 22, T24S - R36E
Lea County, New Mexico

-Dear Mr. Stogner:

The above location was selected as a 5 spot infill location to existing P&A wells to
optimize the drainage pattern. SDX currently owns the North and West offset leases.

Should you have any questions or comments, please advise. Thank you for your attention
to this matter.

Sihcerely,

Steve Sell
SS:bw

SIMITCOI LTR
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OPERATOR'S COPY -~ RECEn

— T ML
| spnqmn DRILLING STIPULATIONS L_Lf"___gi?““
THE FOLLOWING DATA IS REQUIRED ON THE WELL SIGH
OPERATOR'S NAME SDX RESQURCES, INC, | WELL NO. & NAMB . _38-DUNN B
}:g:‘;gzgg. Nbi—g%'im FN_LE COUP;TS YL SEC- S%A;é_l_%}'mgj}rpn :

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

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

I. SPECIAL ENVIRONMERT REQUIREMENTS

{ j Lesser Prairie Chicken (Stips attached) { ) Ploodplain (Stips attached)
( ) San Simon Swale (Stips attached) { ) Other

IXI. ON LEASE -~ SORFACE REQUIREMENTS PRIOR TO DRILLING

| The BLM will monitor construction of this drill site. Notify the (L&’Earlsbad
Resource Area Qffice at (505) 887-6544 ( ) Bobbs Office at (505) 393-3612, at least 3
working days prior to commencing construction. :

( Roads and the drill pad for this well muet be gurfaced with 6 inches of compacted
caliche. :

{ ) All topsoil and vegetation encountered during the construction of the drill site area
will be stockpiled and made avallable for resurfacing of the disturbed area after
completion of the drilling operation. Topsoil on the subject location is approximately

inches in depth. Approximately cubic yards of topsoil material will be
gtockpiled for reclamation.

( ) Other

IXI. WELL COMPLETION REQUIREMENTS

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

( Surface Restoration: If the well is a producer, the reserve pit(s) will be
backfilled when dry, and cut-and~-fill slopes will ba reduced to a slope of 3:1 or less.
All areas of the pad not necessary for production must be re-contoured to resemble the
original contoures of the surrounding terrain, and topsoil must be re-distributed and re-
seeded with a drill equipped with a depth indicator (set at a depth of 1/2 inch) with the
following seed mixture, in pounds of Pure Live Side (PLS), per acre.

() A, Seed Mixture 1 (Loamy Site) ( ) B. Seed Mixture 2 (Sandy Sitem)
Lehnanng Lovograse (Eragrostie lehmannlanz) 1.0 Sand Dropsesd (S5porodolus cryptandrus) 1.0
3ido Qats Lrass {Boutaloua cﬂmﬂuin) 5.0 Band Lovegzass Ekrggroans trichodea) 1.0
8and Dropseed (8&0&01\» cryptandzus) 1.0 Plains Brietlegrass (Setaria Eronnchxn) 2.0
() C. Seed Mixture ) (Shallow Sites) { D, Sesd Mixture 4 ("Gyp™ Sites)
Sidecats Grama (Boute curtipendula) 1.0 Alkali Sacatos (Sporodolus agroides) 1.0
Lehmanns Lovegrass (Eragrostis lenmanniana) 1.0 Four-wing sSaltbueh (Atziplax canescens) 5.0

or Boar Lovegriass (E. chloremalas)
Seeding should be done either late in the fall (September 15 ~ November 15, before freeze

up) Or early as possible the following spring to take advantage of available ground
wmoisture. ‘ .

( ) Other
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ERVE PIT C UCTION STANDARDS

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

Mineral material extracted during construction of the reserve pit may be used
for development of the pad and access road as needed. Removal of any
additional material on location must be purchased from BLM.

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

The pit area must be contoured to the natural terraxn-w;th all contaminated
drilling mud buried with at least 3 feet of clean soil. The reclaimed area
will then be seeded as specified in this permit.

OPT, L PIT CONSTRUCTION ST. DS
The reserve pit may be constructed in predominantly £ill material if:
1) Lined as specified above and,

2) A borrow/caliche/gravel pit can be constructed immediately adjacent
to the reserve pit and is capable of containing all reserve pit
contents. The mineral material removed in the process can be used for
pad and access road construction. However, a material sales contract
must be p#rchased from BLM prior to removal of the material.

Reclamation of the reserve pit consists of bulldozing all reserve pit contents
and contaminants into the borrow pit and covering with a minimum of 3 feet of
clean s0il material. The entire area must be recontoured, all trash removed,
and reseeded as specxfxed in this permit. -

CULTURAL .

Whether or not an archaeological survey has been completed and notwithstanding
that operations are being conducted as approved, the lessee/operator/grantee
shall notify the BLM immediately if previously unidentified caltural resources.
are observed.during surface disturbing operations. From the time of the
observation, the lessee/operator/grantee shall avoid operations that will

result in dxscurbance to these cultural resources until directed to proceed by
BLM.

TRASH PIT_STIPS

A%l trash, junk and other waste material shall be contained in trash cages or.
b1n§ to prevent scattering and will be removed and deposited in an approved
sanitary landfill. Burial on gite is not permitted.
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EXHIBIT A

BLM Serial Number: __NM-S541R4
SDX EEEOURGES, %gg.
Company Referepce: -

STANDARD STIPULATIONS FOR PERMANENT RESOURCE ROADS
THE ROSWELL DISTRICT, BLM

The holder/grantee/permittee shall hereafter be identified as the holder in
these stipulations. The Authorized Officer is the person who approves the
Application for Permit to Drill (APD) and/or Right-of-Way (ROW).

GENERAL REQUIREMENTS

The holder shall minimize disturbance to existing fences and other
improvements on public domain surface. The holder is required to promptly
repair improvements to at least their former state. Functional use of these
improvements will be maintained at all times. The holder will make a
documented good-faith effort to contact the owner of any improvements prior to
disturbing them. VWhen necessary to pass through a fence line, the fence shall
be braced on both sides of the passageway prior to cutting of the fence.

Holder agrees to comply with the following stipulations:
1. ROAD WIDTH AND GRADE

The road will have a driving surface of 14 feet (all roads shall have a
minimum driving surface of 12 feet, unless local conditiong dictate a
different width). The maximum grade is 10 percent unless the box below is
checked. Maximum width of surface disturbance from construction will be
30 feet.

/ / Those segments of road where grade is in excess of 10% for more than 300
feet shall be designed by a professional engineer.

2. CROWNING AND DITCHINC

Crowming with materials on site and ditching on one side of the road on the
uphill side will be required. The road cross-section will conform to the
cross section diagrams in Pigure 1. If conditions dictate, ditching may be
required for both sides of the road; if local conditions permit, a flat-bladed
road may be considered (if these conditions exist, check the appropriate box .
below). The crown shall have a grade of approximately 2% (i.e., 1" crown on a
12' wide road).

/227//;;tchihg will bhe required on both sides of the roadway as shown on the
attached map or as staked in the field.

/::/ Flat-blading is authorized on segment(s) delineated on the attached map.
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Page 2 of 4
3. DRAINAGE

Drainage control shall be ensured over the entire road through the use of
borrow ditches, outsloping, insloping, natural rolling topography, lead-off
(turnout) ditches, culverts, and/or drainage dips.

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

SPACING INTERVAL FOR TURNOUT DITCHES

Percent slope Spacing interval
0% - 4% 400' - 150
4% - 6% 250' - 125
6t - 8% 200' - 100°
8% - 10% 150' - 78!

A typical lead-off ditch has a minimum depth of 1 foot below and a berm 6
inches above natural ground level. The berm will be on the down~slope side of
the lead-off ditch. The ditch end will tie into vegetation whenever possible.

Pij/:yis road the spacing interval for lead-off ditches shall be at
Y

/__/ ____ foot intervals.

400 foot intervals.

/I:J locations staked in the field as per spacing intervals above.
/::/ locations delineated on the attached map.

B. Culvert pipes shall be used for cross drains where drainage dips or
low water crossings are not feasible. The minimum culvert diameter must be 18
inches. Any culvert pipe installed shall be of sufficient diameter to pass
the anticipated flow of water. Culvert location and required diameter are
shown on the attached map (Further details can be obtained from the Roswell
District Office or the appropriate Resource Area Office).

C. On road slopes exceeding 2%, drainage dips shall drain water into an
adjacent lead-off ditch. Drainage dip location and spacing shall be
determined by the formula:

spacing interval = 409’ + 100'
road slope in %

Example: 43 slope: spacing interval = 400 + 100 = 200 feet

4
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Page 3 of 4
4. TURNOUTS

Unless otherwise approved by the Authorized Officer, vehicle turnouts will be
required. Turnouts will be located at 2000-foot intervals, or the turnouts
will be intervisible, whichever is less. Turnouts will conform to the
following diagram:

----------- CENTER LINE OF ROADWAY - - - = ~ = = = = = = = - - -
T~ T - = -_:’;::,;::>T'___-—‘_
TURNOUT - 10' WIDE
—---25'--—-'0- --------------- 1) —l‘-——-ZS'-—--o

STANDARD TURNOUT - PLAN VIEW
5.  SURFACING

Surfacing of the road or those portions identified on the attached map may, at
the direction of the Authorized Officer, be required, if necessary, to
maintain traffic within the right-of-way with caliche, gravel, or other
surfacing material which shall be approved by the Authorized Officer. When
surfacing is required, surfacing materials will be compacted to a minimum
thickness of six inches with caliche material. The width of surfacing shall
be no less than the driving surface. Prior to using any mineral materials
from an existing or proposed Federal source, authorization must be obtained
from the Authorized Officer,

6. CATTLEGUARDS

Where used, all cattleguard grids and foundation designs and construction
shall meet the American Association of State Highway and Tramsportation
Officials (AASHTO) Load Rating H-20, although AASHTO U-80 rated grids shall be
required where heavy loads (exceeding H-20 loading), are anticipated (See BLM
standard drawings for cattleguards). Cattleguard grid length shall not be
less than 8 feet and width of not less than 14 feet. A wire gate (16-foot
minimum width) will be provided on one side of the cattlequard unless
requested otherwise by the surface user.

7. MAINTENANCE

The holder shall maintain the road in a safe, usable condition. A maintenance
program shall include, but not be limited to blading, ditching, culvert
installation, culvert cleaning, drainage installation, cattleguard
maintenance, and surfacing.
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8.  PUBLIC ACCESS

Public access along this road will not be restricted by the holder without
specific written approval being granted by the Authorized Officer. Gates or
cattlequards on public lands will not be locked or closed to public use unless
closure is specifically determined to be hecessary and is authorized in
writing by the Authorized Officer.

9. CULTURAL RESOURCES

Any cultural and/or paleontological resource (historic or prehistoric site or
object) discovered by the holder, or any person working on the holder's
behalf, on public or Federal land shall be immediately reported to the
authorized officer. The holder 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 will be made by the
authorized officer to determine appropriate actions to prevent the loss of
significant cultural or scientific values. The holder will be responsible for
the cost of evaluation and any decision as to the proper mitigation measures
will be made by the authorized officer after consulting with the holder,

10.  SPECIAL STIPULATIONS: Alne.
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FIGURE 1: CROSS-SECTIONS AND PLANS FOR TYPICAL ROAD CONSTRUCTION
REPRESENTATIVE OF BLM RESOURCE, AND HIGHER CLASS, ROADS.

(Travel way, top width, driving surface, and travel surface are aynononous.)

- — —— . — @ of roadway
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. BLY Serial Number NM-54184
. Couwpany Reference SDX RESQURCES, INC.

0. 38-DUNY B FEDERAL

STANDARD STIPULATIONS FOR OVERKEAD ELECTRIC DISTRIBUTION LINES
R IN THE ROSWELL DISTRICT, BLM

Holder agrees to comply with the following stipulations to the satisfactiom of
the Authorized Officer: :

1. The holder shall indemnify the United States against any liability for

damage to life or property arising from the occupancy or use of public lands
under this grant.

2. The holder shall comply with all applicable Pederal lsws and regulatious
existing or hereafter enacted or promulgated. In any event, the holder shall
comply with the Toxlic Substances Control Act of 1976 aa amended, 15 USC 2601
et seq. (1982) with regards to any toxic substances that are used, generated
By or stored on the right-of-way or on facilities authorized under this
right-of-way grant. (See 40 CFR, Part 702-799 and especially, provisions on
polychlorinated biphenyls, 40 CFR 761.1~761.193.) Additionally, any release
of toxic pubstances (leaks, spills, etc.) in excess of the reportable quantity
- established by 40 CFR, Part 117 shall be reported as required by the
Comprehensive Envirommental Response, Cowpensation, and Liability Act, section
. 102b. A copy of any report required or requested by any Federal agency or
State govermment as a result of a reportable release or spill of amy toxic
substances shall be furmished to the authorized officer comcurrent with the
filing of the reports to the involved Pederal ageucy or State govermmeat,

3. The holder agrees to indeumnify the United Statee against aay liability
arising from the release of any hazardous substance or hazardous waste (as
these terms are defined in the Comprehensive Enviroumental Respouse,
Compensation and Liability Act of 1980, 42 U.S.C. 9601, et seq. or the
Regource Conaervation and Recovery Act, 42 U.S.C. 6901, et seq.) on the

 Right-of-Way (unless the release or threatened release is 1ly unrelated to
the Right-of-Way holder's activity on the Right-of-Way), or resulting from the
activity of the Right-of~Way holder on the Right-of-Way. This agreement
applies without regard to vhether a release is caused by the holder, its
agent, or uurelated third parties.

4. There will be no clearing or blading of the right—of-way unless otherwise
agreed to in writing by the Authorized Officer.

3. Powerlipes ghall be comstructed in accordance to standards outlined in
"Suggested Practices for Raptor Protection on Powerlines,”™ Raptor Research
Foundation, Inc., 1981. The holder shall assume the burden and expense of
proving that pole designs not shown in the above publication are “raptor
safe.” Such proof shall be provided by a raptor expert approved by the
Authorized Officer. The BLM reserves the right to require modification or
additions to all powerline structures placed on this right-of-way, should they
be necessary to ensure the safety of large perching birds. Such modifications

and/or additions shall be made by the holder without 1iability or expense to
the United States. . :

(over)
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6. The: holder shall minimize disturbance to existing fences and other
iMprovements on public lands. The holder is required to promptly repair
improvements to at least their former state. Functional use of these
improvements will be maintsined at all times. The holder will contact the owner
+ of any improvements prior to disturbing them. When necessary to pass through a
fence line, the fence shall be braced on both sides of the passageway prior to
cutting of the fence. No permanent gates will be allowed unless approved by the
Authorized Officer.

7. The BLM serial number assigned to this authorization shall be posted in a
permanent, conspicuous manner where the power line c¢rosses roads and at all
serviced facilities. Numbers will be at least two inches high and will be
affixed to the pole nearest the road crossing and at the Facilities served.

8. Upon cancellation, relinquishment, or expiration of this grant, the holder
shall comply with those abandonment procedures as prescribed by the Authorized
Officer.

9. Al) surface structures (poles, lines, transformers, etc.) shall be removed
within 180 days of abandonment, relinquishment, or termination of use of the
serviced facility or facilities or within 180 days of abandonment,
relinquishment, cancellation, or expiration of this grant, whichever comes first.
This will not apply where the power line extends service to an active, adjoining
facility or facilities.

10. Any cultural and/or paleontological! resource (historic or prehistoric site
or object) discovered by the holder, or any person working on his behalf., on
public or Federal land shall be ijmmediately reported to the Authorized Officer.
Holder shall suspend all operations in the immediate area of such discovery until
written authorization to proceed is issued by the Authorized Officer. Anm
evalvation of the discovery will be made by the Authorized Officer to determine
appropriate actions to prevent the loss of significant cultural or scientific
values. The holder will be responsible for the cost of evaluation and any
decision as to proper mitigation measures will he made by the Authorized Officer
after consulting with the holder.

11. Special Stipulations:Non¢< .
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BLM Serial Number  NM-54184
Company Reference _ SDX RESQURCES, INC.
NO. 38-DUNN B FEDERAL

STANDARD STIPULATIONS FOR SORFACE INSTALLED PIPELINES
IN THE ROSWELL DISTRICT, BLM

Holdexr agrees to comply with the following stipulations to the satisfactiom of
the Authorized Officer:

1. The holder shall indemnify the United States against any liability for
damage to life or property arising from the occupancy or use of public lands
under this grant.

2. The holder shall comply with all applicable Federal laws and regulations
existing or hereafter enscted or promulgated. In any event, the holder shall
comply with the Toxic Substances Control Act of 1376 as amended, 15 USC 2601
et seq. (1982) with regards to any toxic substances that are used, generated
By or stored on the right-of-way or on facilities authorized under this
right-of-+way grant. (See 40 CFR, Part 702-799 and especially, provisious on
polychlorinated biphenyls, 40 CFR 761.1-761.193.) Additionally, aoy release
of toxic substances (leaks, spills, etc.) in exceasa of the reportable quantity
established by 40 CFR, Part 117 shall be reported as required by the
Comprehensive Environmental Response, Compensation, and Liability Act, sectlon
102b. A copy of any report required or requested by any Federal sgeacy or
State govermment as a result of a reportable release or spill of any toxlc
substances shall be furnished to the authorized officer concurrent with the
£iling of the reports to the involved Federal agency or State govermment.

3. The holder agrees to indemnify the United States against any lisbility
arising from the release of any hazardous substance or hazardous waste (as
these terms are defined in the Comprehensive Environmental Response,
Compensation aund Lisbility Act of 1980, 42 U.S.C. 9601, et seq. or the
Resource Conecrvation and Recovery Act, 42 U.S.C. 6901, et seq.) on the
Right-of-Way (unless the release or threatened release is wholly unrelated to
the Right-of-Way bolder's activity on the Right-of-Way), or resulting from the
activity of the Right—of-Way holder on the Right-of-Way. This agreement
applies without regard to whether a release is csused by the holder, its
agent, or unrelated third parties.

&. The holder shall be liable for damage or injury to the United States to
the extent provided by 43 CPR Sec. 2883.1-4. The holder shall de held to a
standard of atrict llablliry for damage or injury to the United States
regulting from pipe rupture, fire, or spills caused or substantially
aggravated by any of the following within the right-of-way or perait area:

a, Activities of the holder including, but not limited to comgkruction,
operation, maintenance, and termination of the facility.

(over)
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b. Activities of othe;“parties including, but not limited to:

(1) Land clearing.

(2) Earth-disturbing and earth—uoving work.
(3) Blaating.

(4) Vandalism and sabotage.

c. Acts of God.

The wmaximum limitation for such strict liability damages shall not exceed one
million dollars ($1,000,000) for any one event, and any liabillity in excess of
such amount shall be determined by the ordinary rules of negligence of the
jurisdiction in which the damage or injury occurred.

Thia section shall not impose atrict liability for damage or iujury resulting
primarily from an act of war or from the negligeut acts or omissions of the
United States.

5. If, during any phase of the construction, operation, mainténance, or
termination of the pipeline, any oil, salt water, or other pollutant should be
discharged from the pipeline system, lmpacting Federal lauda, the control and
total removal, disposal, and cleaning up of such oil, salt water, or other
pollutant, wherever found, shall be the respousibility of the holder,
regardless of fault. Upon failure of the holder to comtrol, dispose of, or
clean up such discharge on or affecting Federal lauds, or to repair all
damages resulting therefrom, on the FPederal lands, the Authorized Officer may
take such measures as he deems necessary to control and cleam up the discherge
and restore the area, including, where appropriate, the aquatic euviroumeat
and fish and wildlife habitats, at the full expense of the holder. Such
action by the Authorized Officer shall not relieve the holder of any
responsibility as provided hereln.

6. All comstruction and maintenance activity will be confined to the
authorized right-of-way width of 25 feet.

7.  No blading or clearing of any vegetationm will be allowed unless approved
in writing by the Authorized QOfficer.

8. The holder shall {nstall the pipeline ou the surface in such a manner that
will minimize suspension of the pipeline across low areas in the terrain. In

hummocky or duney areas, the pipeline will be "snaked”™ around hummocks and
dunes rather then suspended acrogs thege features.

9. The pipeline shall be buried with a minimum of ¢;2‘# inches under all
'roads, "two-tracks,” and trails. Burial of the pipe will continue for 20 feet
on each side of each crossing. The coundition of the road, upon completion of

congtruction, shall be returned to at least its former state with no bumps or
dips remaining in the road surface.
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10. The holder shall minimize disturbance to existing fences and other
improvements on public lands. The holder is required to promptly repair
improvements to at least their former state. Functional use of these
{mprovements will be maintained at all times. The holder will contact the
owner of any improvements prior to disturbing them. When necessary to pass
through a fence line, the fence shall be braced on both sides of the
passageway prior to cutting of the fence. No permanent gates will be allowed
unless approved by the Authorized Officer.

11. 1In those areas where erosion control structures are required to stabilize
soil conditions, the holder will install such structures as are suitable for
the specific soil conditions being encountered and which are in accordance
with sound resource managewent practices.

12. Excluding the pipe, all above-ground structures not subject to safety
requirements shall be paincted by the holder to blend with the natural color of
of the landscape. The paint used shall be a color which simulates "Standard
Environmental Colors" - Carlsbad Canyon, Munsell Soil Color No. 2.5Y 6/2
(formerly Sandstone Brown); designated by the Rocky Mountain Five State
Interagency Committee.

13. The pipeline will be identified by signs at the point of origin and
completion of the right-of-way and at all road crossings. At a minimum, signs
will state the holder's name, BLM serial number, and the product being
transported. Signs will be maintained in a legidle condition for the life of
the pipeline. ‘

14. The holder shall not use the pipeline route as a road for purposes other
than routine maintenance as determined necessary by the Authorized Officer in
consultation with the holder. The holder will take whatever steps are
necessary to ensure that the pipeline route in not used as a roadway.

15. Any cultural and/or paleontological resource (historic or prehistoric site or
object) discovered by the holder, or any person working on his behalf, on public or
Federal land shall be immediately reported to the authorized officer. llolder shall
suspend all operations in the immediate area of such discovery until written author-
ization to proceed 13 issued by the authorized ol[ficer. An evaluation of the discovery
will be wade by the authorized officer to determine appropriate cultural or scientific
values. The holder will be responsible for the cost of avaluation and any decision

a3 to proper mitigation measures will be made by the authorized officer after
consulting with the holder.

16. Special Stipulations: None

- (March 1989)
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State of New Mexico
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Form C-102
Revised February 10, 1994
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Submit to Appropriate District Qffice
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[J AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT .

' APl Number 7 Pool Code ? Pool Nanse
F 4
lq rlesia - - A T a4
* Property Code $ Propercy Name * Well Nutber
DUNN B FEDERAL 38
* OGRID No. ! Oparator Name * Elevation
SDX RESOURCES, INC. 3627.
1 Surface Location
ULorlot oo, | Section { Towaship { Raage Lot lda Fort frow the North/South Gipe Fedt from tbe Eas/West Boe County
G 10 185 | 28E 1330 NORTR 2583 | RAST EDDY
1 Bottom Hole Location If Different From Surface
ULeorlotpo. | Setion { Tewanship | Range Lat Ido Fot from the Norh/South fipe Foct from the East/Wext e Coonty
! Dedjcatad Acres{ ** Joint orlaGl | " Consclidation Code | ** Order No.
40 -

NO ALLOWABLE WILL BE ASSIGNED TQ THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

6

" OPERATOR CERTIFICATION|
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SURVEYOR CERTIFICATION

1 hercy cerfy that the well loerdon shown on this plal
was ploted from field nolct of acual surveys made by
me or under my supevition, and that the same s rue
and correct w0 the bery of mry belic.
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* DRILLING PROGRAM

. SDX RESOURCES, INC.
Dunn B Federal #38
1330/ FNL & 2583’ FEL
Unit G Sec. 10, T18S, R28E
Eddy County, New Mexico

Geologic Name of Surface Formation:

Permian

Estimated Tops of Important Geologic Markers:

Top of Salt 550~
Base of Salt 675"

7-Rivers 10507
Queen 1690’
Grayburg 2225
s. A. 2580’

Estimated Depth of Anticipated Fresh Water, Oil ox Gas:
Water Sands 200°-250" Frash H20

7-Rivers 12007 0il & Gas
Queen 1800~ 0il & Gas
Grayburg 2300 0il & Gas
S. A. 2700+ 0il & Gas

Fresh water sands are protected by running 8 5/8" casing
to a2 minimum depth of 350’ and circulating .cement. All
other zones will be isolated by xunning 5 1/2"
production casing and circulating cement.

Caging Programs:

Hole Size Interval OD csg  Weight Grade Jt Cond Type

12 1/4" - 0-350" 8 5/8* 24%, J-55, New
7 7/8" 0-TD N 5 1/2" 144-15.50#, J-55, Used
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DUNN B #38 DRILLING PROGRAM
PAGE 2 :

6.

APDDB37, PRy

Cement Program:

8 5/8" surface casing: Cemented to surface with 250 sx
of Class C with 2% CaCl and 1/4
#/sx Flocele and 100 sx of Class
"C” with 2% CaCl.

5 1/2" production Cemented with 300 sx of 50/50
casing: Class "C" POZ with 6# salt/sx
and 6% Halad 322 and 400 sx of

" Lite "C" with 3# salt/sx and 1/4

#/sx flocele. This should

circulate cement to the surface.

Minimum Specifications for Pressure Control:

The blowout preventer equipment (BOP) shown in Exhibit
#1 will consist of a bag-type (hydril) preventer (2000
psi WP). Unit will be hydraulically operated. BOP will
be nippled up on the 8 5/8" surface casing and used
continuously until TD is reached. BOP and accessory
equipment will be tested to 1000 psi before drilling out
of surface casing. A 2" kill 1line and a 2" choke line
will be included in the drilling spool. Other
accessories to the BOP equipment will include a kelly
cock.

Types and Characteristics of the Proposed Mud System:

The well will be drilled to TD with a combination of
fresh water and brine water mud system. The applicable
depth and properties of this system are as follows:

Weight  Viscosity Waterloss

Depth  Type = = _(ppg)  (seec) = [ecc)

0-350" Fresh water 8.5 40 ~ 45 N/C
(spud) '

350-TD Brine water = ' 10.0 30 © 24

SWG, Starch

Sufficient mud materials to maintain mud properties and
meet minimum lost circulation and weight increase’
requirements will be kept at the wellsite at all times.
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DUNN B #38 DRILLING PROGRAM
PAGE 3

7'

10.

APDOBI7 ., FRM

-

Auxiliary Well Control and Monitoring Equipment:

A. A kelly cock will be kept in the drill string at all
times. .

B. A mud logging unit complete with B2S detector will
be continuously monitoring drilling penetration rate
and hydrocarbon shows from 1000’ to TD.

Logging, Testing and Coring Program:

A. Drillsiem tests will be run on the basis of drilling
shows.

B. The electric logging program will consist of GR-Dual
Laterolog and GR-Compensated Neutron-Density from TD
to surface casing.

C. Conventional coring may be performed in select
intervals in the Queen-Grayburg and/or San Andres.

D. Further testing procedures will be determined after
the 5 1/2" production casing has been cemented at TD
based on drill shows and log evaluation.

Abnormal Conditions, Pressures, Temperatures, &
Potential Hazards: :

No abnormal pressure or temperatures are anticipated.
The estimated bottom hole temperature (BHT) at TD is 94
F and estimated maximum bottom-hole pressure (BHP) is
1200 psig. No abnormal concentrations or hydrogen
sulfide or other hazardous gases or fluids have been
encountered, reported or are known to exigt at this
depth in this area. All H2S operation precautions will
be followed (see attached H2S drilling operations
plans). No major loss circulation 2ones have been
reported in offsetting wells.

Anticipated Starting Date and Duration of Operations:

Road and location work will not begin until approval has
been received from the BLM. The anticipated spud date
is December 1, 1994. Once commenced, the drilling
operation should be finished in approximately 10 days.
If the well is productive, an additional 30 days will be
required for completion and testing before a decision is
made to install permanent facilities.
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HYDROGEN SULFIDE DRILLING OPERATIONS PILAN

SDX Resourcesg, Inc.
Dunn B Federal #3138
1330’ FNL & 2583 FEL
Unit G Sec. 10, T18S, R28E
Eddy County, New Mexico

Hydrogen Sulfide Training

All pergonnel, 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:

1.

The hazards and characteristics of hydrogen sulfide
(H2S) .

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

The proper use of B2S detectors, alarms, warning
systems, briefing areas, evacuation procedures, and
prevailing winds.

The proper techniques for first aid and <rescue
procedures.

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

1.

DYNNB#38.PRM

The effects of H2S on metal components. If high
tensile tubulars are to be used, personnel will be
trained in their special maintenance requirements.

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

The contents and requirements of the H2S Drllllng
Operations Plan and the Public Protectxon Plan.
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DUNN B FEDERAL #38 - H2S PLAN
PAGE 2

There will be an initial safety session just prior to
commencing operations on the well. The initial session shall
include a review of the site’s specific H28 Drilling
Operations Plan and the Public Protection Plan. This. plan
ghall be available at the well site. Al) personnel will be
required to carry documentation that they have received the
proper training.
II. H2S SAFETY EQUIPMENT AND SYSTEMS
Note: All H2S safety equipment and systems will be
installed, tested, and operational' when drilling
reaches a depth of 500 feet. :
1. Well Control Equipment:

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

B. Auxxllary equzpment to include: annular preventer.

2. Protective equipment for essentialtpersonnelz
A. Mark II Surv;vealr 30-minute units located in the
dog house.
3. H2S detection and monitoring equipment:

A. 1 - portable H2S5 monitor posxt;oned on location for
best coverage and response. :

B. Mud logging traller shall have B2S monltorlng
equlpment. ‘ S
4. Visual warning systems:

A. Guy lines will be flagged and ,auﬁind sock will be
p051tloned on locatlon. S

B. Caution/Danger signs shall be posted on roads
providing direct access to locatlon.

DUNNB#30.PRM
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S.

DUNNB138.PRM

Mud program:

The mud program has’ been designed to minimize the .
volume of B2S circulated to the surface. Proper mud
weight, safe drzlllng practices, will minimize hazards
when penetrating B2S bearing zones.

Metallurgy:

All drill strings, casings, tubing, wellhead, blowout
preventers, drilling spool, kill lines, choke manifold
and lines, and valves shall be suitable for H2S service
as necessary.

Communication:

Radio communications in company vehicles including
cellular telephone and 2-way radio.

Well Testing:

No DST’s are planned.
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SURFACE USE_AND OPERATING_ PLAN
$DX RESOURCES, INC.

Dunn B Federal #38
1330’ FNL & 2583° FEL
Unit G Sec., 10, T18S R28E
Eddy County, New Mexico

Existing Roads:

AD

The well site and elevation plat for the proposed
well is shown in Exhibit #2. It was staked by Dan
Reddy, Carlsbad, New Mexico.

aAll roads to the location are shown in Exhibit #3.
The existing roads are labeled and are adequate for
travel during drilling and production operations.
Upgrading of the roed prior to drilling will be domne
where necessary as determined during the on-site
inspection.

Directions to location: Go east 14 miles from
Artesia, New Mexico on Hwy 62/180, turn south on Bwy
360, go to MP22 1/4 and turn west at SDX DUNN B
sign. Take right fork and go approximately 1/4
mile. Take a xight again and follow road 1-1/2

mile, turn left and follow road to location.

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

Proposed Accesg Road:

Exhibit #3 shows the existing road.

Exhibit #5 shows the new access road to be constructed.
The road will be constructed as follows:

A.

The maximum width of the running surface will be
15/, The road will be crowned and ditched and
constructed of 6" of rolled and compacted caliche.
Water will be diverted where necessary to avoid
ponding, prevent erosion, maintain good drainage,
and to be consistent with local drainage patterns.
BLM may specify any additions or changes during the
on-site inspection.
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DUNBISEU. PRN

B.

CQ

The average grade will be less than 1%.
No turnouts are planned.

No culverts, cattleguards, gates, low-water
crossings or fence cuts are necessary.

Surfacing material will consist of native caliche.
Caliche will be obtained from the nearest approved
caliche pit. Any additional materials that are
required will be purchased from the dirt contractor.

The proposed access road as shown in Exhibit #3 has
been center-line flagged by Dan Reddy, Carlsbad, New.
Mexico.

Location of Existing Wells:

Exhibit #4 shows all existing wells within a one-mile
radius of this well.

Location of Existing and/or Proposed Facilities:.

A,

SDX Resources, Inc. operates two separate production
facilities on this lease. They are as follows:

Dunn B Fed. -~ Tank Battery - NW/4 Nw/4 of Sec. 11
Dunn B Fed. - Satellite Tank Battery - Unit Letter
O, Sec. 120

If the well is productive, contemplated facilities
will be as follows:

1. 2" SDR -~ 11 plastic flow line will be laid to an
existing flowline shown in Exhibit #5.

2. Any additional construction materials will be
purchased from contractors.,

3. Power will be required if the well is
productive. Proposed power line right of way is
shown in Exhibit #5.

If the well is productive, rehabilitation plans are
as follows:

1. The reserve pit will be back-filled after the
contents of the pit are dry (within 120 days
after the well is complete).
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DUNB3USU., PRM

2. Topsoil removed from the drill site will be used
to re-contour the pit area to the original
natural level, as nearly as possible and
reseeded as per BLM specifications.

D. In the event that production is established flow

line right of way has been staked where necessary by
Dan Reddy and is shown in Exhibit #5.

Location and Type of Water Supply:

The well will be drilled with a combination brine and

. fresh water mud systems as outlined in the drilling

program. The brine water will be obtained from
commercial water stations in the area and hauled to the
location by transport truck over the existing and
proposed access roads shown in Exhibit #3. A commercial
fresh water source is nearby and facile will be 1laid
along existing roads and fresh water pumped to the well.
No water well will be drilled on the location.

Source of Construction Matefials:

All caliche required for construction of the drill pad
and any new access road will be obtained from the
drilling pits and/or on site when possible. Any
additional caliche will be obtained from approved
caliche pits. All roads and pads will be constructed of
6" of rolled and compacted caliche. '

Methods of Handling Water Disposal:

A. Drill cuttings not retained for evaluation purposés
will be disposed into the reserve pit.

B. Drilling fluids will be contained in plastic lined
pits. The reserve pit will contain any excess
drilling fluid or flow from the well during
drilling, cementing and completion operations. The
reserve pit will be an earthen pit, approximately
807 x 55’ x 6/ deep and fenced on three sides prior
to drilling. It will be fenced on the fourth side
immediately following rig removal. The reserve pit
will be plastic lined (5-7 mil. thickness) to
minimize loss of drilling fluids and saturation of
the ground with brine water. '
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DUNB3I6SU. RN

Water produced from the well during completion may
be disposed into the reserve pit after the well is -
permanently placed on production.

Garbage and trash produced during drilling or
completion operations will be collected in a trash
trailer by a contractor. Al)l water and fluids will
be disposed of into the reserve pit. Salts and
other chemicals produced during drilling or testing
will be disposed into the reserve pit. No toxic
waste or hazardous chemicals will be produced by
this operation.

After the rig is moved out and the well is either
completed or abandoned, all waste materials will be
cleaned-up within 90 days. No adverse materials
will be left on the location. The reserve pit will
be completely fenced and kept closed until it has
dried. When the reserve pit is dry enough to
breakout and £fill, and as weather permits, the
unused portion of the well site will be leveled and
reseeded as per BILM specifications. Only that part
of the pad required for production facilities will
be kept in use. '

Ancillary Facilities:

None

Well Site Layout:

A.

The drill pad layout is shown in Exhibit #6.
Dimensions of the pad and pits and location of major
rig components are shown. Top soil, if available,
will be stockpiled per BILM specifications as
determined at the on-site inspection. Because the
pad is almost level no major cuts will be required.

Exhibit #6 shows the planned orientation for the rig
and associated drilling equipment, reserve pit,
trash pit, pipe racks, turn-around, parking areas
and access road. No permanent living facilities are
planned but a temporary foreman/toolpusher’s trailer
will be on location during the drilling operations.

The reserve pit will be lined with high-quality
plastic sheeting (5-7 mil thickness).
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10. Plan for Restoration of the Surface:

A. Upon completion of the proposed operation, if the
well is to be abandoned, the pit area, . after
allowing to dry, will be broken out and leveled.
The original top soil will be returned to the entire
location which will be leveled and contoured to as
nearly the original topography as possible.

Pit lining will be buried. All trash and garbage
will be hauled away in ordexr to leave the location
in an anesthetically pleasing condition. All pits
will be filled and the 1location leveled within 120
days after abandonment.

B. The disturbed area will be revegetated by reseeding
during the proper growing season with a seed mixture
of native grasses as recommended by the BLM.

C. Three sides of the reserve pit will be fenced prior
to and during drilling operations. At the time that
the rig is removed, the reserve pit will be fenced
on the rig (fourth) side. The fencing will remain
in place until the pit area is cleaned-up and
leveled. No o0il will be left on the surface of the
fluid in the pit.

D. Upon completion of the proposed operations, if the
well is completed, the reserve pit area will be
treated as outlined above within the same prescribed
time. The caliche from any area of the original
drill site not needed for production operations or
facilities will be removed and used for construction
of thicker pads. Any additional caliche required
for facilities will be obtained from an approved
caliche pit. Topsoil removed from the drill site
will be used to re-contour the pit area and any
unused portions of the drill pad to the original
natural level and reseeded as per BLM
specifications.

1l1. Surface Ownership:

The wellsite and lease is located entirely on Federal
surface.

DUBB3680. PRy
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DUNB19SU. FRM

Other Information:

"R, The area around the well site is grassland. The

vegetation is native scrub grasses with abundant
catclaw and mesquite.

B. There is no permanent or live water in the immediate
area.

C. An Archaeological Survey has been requested and will
be forwarded to your office in the near future.

Lessee’s and Operator’s Representative:

The SDX Resources, Inc. representative for assuring
compliance with the surface use plan is as follows:

Chuck Morgan

SDX Resources, Inc.
P. 0. Box 1302
Artesia, NM 88210
505-748-9724 Office
505-748-9814 Home

Certification:

I hereby certify that I, or persons under my direct
supervision, have inspected the proposed drill site and
access route; that I am familiar with the conditions
which currently exist; that the statements made in this
plan are to the best of my knowledge, true and correct;
and the work associated with the operations proposed
herein will be performed by SDX Resources, Inc. and its
contractors and subcontractors in conformity with this
plan and the terms and conditions which it is approved.

Date: [L[Z#ﬁ£ ' Signed:

Vice. President '
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A NQTICE OF STAKING
(Not to be used {n place of Appi{cation for Permit (o Or{11 Form 3160-1)

T. Of1 Nell _x  Gas WelT __ - ‘other  ~ 6. Lease lumber
' _ (Specim -
) NM~S54 184

4

2. MName of Operator: 7. IF ladian, Allattes op
Tribe llame

SDX RESOURCES, INC.

+ 3. Hame of Specific Contact Per<on: 8. Unit Agrecment Nage

CHUCK MORGAN

4. Address & Phone la. of Operator or Agent 9. Farm or Lease Namwe

511 W. OHIO.AVR./SUITE 60! ,
MIDLAND, TEXAS 79701 505 365-7691 DUNN_ B _FEDERAL
B, Surface location of Well . 10. Hell Jo.
‘ 1330" PNL 38
2583' FEL T . -
11. Field or Wildcat Name

Attach: a) Sketch showing r:oad entry {nto
’ p:g., pad dimensions, and reserve

12. Sec., T., R., M.. or Ok

pe.
b} Tepographical ar other acceptable
and Survey or Areca

wap shawing location, zecsss road,
and leasz boundaries. . .
. SEC. 10, T18S, R28E

15. Formation Gbjective(s){15. Estimated Well {13. County, Parish| 14. Stats
. Depth . or Borough

4000' EDDY NEW MEXICO

QUEEN/GRAYBURG

17. Additional Information (as appropriate; must {nclude strface awner's name,
address, and telephone number). ' )

BLM-CARLSBAD OFFICE

! 7 NM PROFESSION GIN
18. Signed. sk K Loty Title 1 un sonsmvon e Date 0)00/00

Hate: Upon receipt of this ;gt;ce. the Bureau of land Management (DLM) wil}
schedule the date of the-onsite predr{ll {nspection and natify you
aczardingly. The Jocation must-te staked and acress road must be flagged
prior to the onsite.

°  QOperators must cons{der the foilowing prior to the onsite:

"2} HZS Potentisl |
b)) Cultural Resources (Arckeology)
c) Federal Rigat of VNay or 3pecisl Use Permit

}

a?
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ICAL Y of the SDX RESOURCES, INC.
gﬁﬁghggkzgsgénaiuggfEon?éwggsg?d ACCESS ROAD R/W
S, R28E, SECTION ,
f%gsb FNL, 2583 FEL]. EDDY COUNTY, NEW MEXICO

FEDERAL LAND SURFACE \
[U?S.G.S. 7.5 minute series, RED LAKE, NEW MEXICO, 1955]

ASC Report 94-192

and James V. Sciscenti, Project Archaeclogist

ARCHAEOLOGICAL SURVEY CONSULTANTS
P.O. Drawer D, Roswell, New Mexico 88202
{5051 623-5013 .

PERMIT NO.: 18-2920-93-G

November 2, 1994

Prepared for:

SDX Resources, Inc.
P.0. Box 5061
Midland, Texas 79704

Attention: Chuck Morgan

Distribution:

~~"SDX Resources, Inc., (1)
BLM - Carlsbad Resource Area (2)
Sciscenti (1)
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ARCHAEOLOGICAL SURVEY CQONSULTANTS QILTURAYL RESOURCES EXAMINATION
lands administered : ASC PERMIT NO.: 8-2920—93-G
iy Dq)aﬂ:mtofﬁe%nenm ' ASCJobrb..94-19 §Dx
Bu:aauof Managenent., SOuTCes, Dunn "B* Fed.
District, New Mexico Mlm.%&pmmadww
1. ABSTRACT: i.ntalsive a:d’aeologi@l survey of the Dun "B" Federal
. 38; a well pad ft. 3.67 acres) and 5“(415&1 x 100 ft.
Wauhbseg 50 £t, sq 2ar:res) wiﬁxawtalf cng47g

wide, with a
acres, were inspected sggxe
w?m:eyofﬂaecﬁxm,lm.,nm " Federal Well No. 38 and Acoess
RV Resqurces, I;agy “B"Fedezalmllm.%aﬂmﬁn/wmm

21‘531-!1!1‘1‘10{.'1‘1881'(288 W(mom 2583 FEL). RACCESS ROAD R/W
LOCATION: T18S, R28E, Section’10 ( ) Mesdoo.

mpzefm usc.s 7.5 minute series, RED LAKE, NEW MEXICO, 1955.
land Status: mswe.'llD:lstrict Jsﬁadmnea New Mexico.

3.67 ac:ee) azﬂaccessmadR/w (415 ft.
federal land

-3. PROJECT DESCRIPTION: (gafg.ﬁ.,
mloo& wide, withalSO =, 1.12 acres), with a total
£ 4.79 acxres remains

msimtadmﬁasaslopeofasspmjecu:g% hetweenZSSE

'(::E\d.ingdraws, within an area of shallow partiaxlarl
in the NW, NE, and oftheSE the R/W
camplex. Permanent Water': PecosRiver, ca. B.Eymues ﬁ/Sﬂ mbart:lal
Palmilla Draw, ca. 1.5 miles SSE, Elevation: 3623 ft. to 3641 ft. s].ope 056°
1.64°. Aspect: 140° to 180°. uﬁdcnsamnam.al not locally availlable.

: grassland formation, grasslaxﬂarscmb—grass scrub disclimax
comuni ty.
4. EXaMINATION PROCEDXURE: & o~ transects, spami greater than 15 metres
apart. Work Hrs. on Ground: 1.0. At?ag tion: staked by client. Visibili-
ty: ground, ca. 75% to 90%; weather, sunny.

5. FINDINGS: ARMS records
10 (T18S, R2BE]; the sites will not be

Mdamlogigalanvey the SIX Resaxroes, Inc., Dunn "B" Federal Well ACXRss’
:evealachul‘uzralmces No. 38 and

irdicate the rmdimome9&m105112mSectim'
by oconstrucHon activity.

6. RECOMMENDATIONS: archaealogical CLEARANCE for the SDX Resources, ., Dun "B"
Federal Well No. 38 and Access Road R/W is RECOMMENDED. ' Ine B

Date of Examinaticn: November 1, 1994

Project a:daeologsst D m G*g&ﬁﬂ% pp. JV. Scusenntt.
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ertncipal Tmvestigaor: — o Coffithes.
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Map showing the locatimofﬁnesnxm.lm
R:adR/w '1’1 ﬁM , Section 10, Eddy%ty
road RM. UéG.S: 5mim‘beseries
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Dunn “B" Federal Well No. 38 and Access
1sbad

Mud.co [BIM, Roswell , Car
of well pad; solid line shows location of access
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SDX RESOURCES, INC, - -
P.O. BOX 5061 OIL CONSERVE :UN DIVISION

MIDLAND, TEXAS 79704 RECLVED

(915) 685-1761 O A B o Oy [
#95:UUN20 5 M8 82,
June 12, 1995

" FAX # 505-827-5741

Mr. Mike Stogner

State of New Mexico

Qil Conservation Division
P. O. Box 2088

Santa Fe, NM 87504

Re: Unorthodox Location
SDX - Meyers B Federal #1

Dear Mr. Stogner:

to this matter.

Sincerely,

Lo Ao

Steve Sell

SS:bw

SSMSOCDI.LTR



OPERATOR'S COPY - RECEwv:

o SPECIAL DRILLING STIPULATIONS ‘ __Q__&z(/ =
THE éor.-mwmc DATA IS REQUIRED ON THE WELL SIGN
OPERATOR'S NAME_SDX RESOURCES, INC. WELL NO. & NAME _NO. 38-DUNN B FEDERAL
R i i e R

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

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

I. SPECIAL ENVIRONMENT REQUIREMENTS

( ) Lesser Prairie Chicken (Stips attached) ( ) Floodplain (Stips attached)
( ) San Simon Swale (Stips attached) ( ) Other

II. ON LEASE — SURFACE REQUIREMENTS PRIOR TO DRILLING

( The BLM will monitor construction of this drill site. Notify the (LJ/éarlsbad
Resource Area Office at (505) 887-6544 ( ) Hobbs Office at (505) 393-3612, at least 3
working days prior to commencing construction.

( Roads and the drill pad for this well must be surfaced with 6 inches of compacted
caliche.

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

inches in depth. Approximately cubic yards of topsoil material will be
stockpiled for reclamation.

( ) Other

III. WELL COMPLETION REQUIREMENTS

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

( Surface Restoration: 1If the well is a producer, the reserve pit(s) will be
backfilled when dry, and cut-and-fill slopes will be reduced to a slope of 3:1 or less.
All areas of the pad not necessary for production must be re-contoured to resemble the
original contours of the surrounding terrain, and topsoil must be re-distributed and re-
seeded with a drill equipped with a depth indicator (set at a depth of 1/2 inch) with the
following seed mixture, in pounds of Pure Live Side (PLS), per acre.

() A. Seed Mixture 1 (Loamy Site) ( ) B. Seed Mixture 2 (Sandy Sites)
Lehmanns Lovegrass (Eragrostis lehmannlana) 1.0 sand Dropseed (Sporobolus cryptandrus) 1.0
Side Oats Grass (Bouteloua curtipendula) 5.0 Sand Lovegrass (Eragrostis trichodes) 1.0
Sand Dropseed (Sporobolus cryptandrus) 1.0 Plains Bristlegrass (Setaria magrostachya) 2.0
() C. Seed Mixture 3 (Shallow Sites) ( D. Seed Mixture 4 ("Gyp" Sites)
Sideocats Grama (Boute curtipendula) 1.0 Alkall Sacaton (Sporobolus airoides) 1.0
Lehmanns Lovegrass (Eragrostis lenmanniana) 1.0 Four-wing Saltbush {Atriplex canescens) 5.0

or Boar Lovegrass (E. chloromalas)

' Seeding should be done either late in the fall (September 15 - November 15, before freeze
UP; or early as possible the following spring to take advantage of available ground
moisture.

( ) other



RESERVE PIT CONSTRUCTION STANDARDS

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

Mineral material extracted during construction of the reserve pit may be used
for development of the pad and access road as needed. Removal of any
additional material on location must be purchased from BLM.

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

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

will then be seeded as specified in this permit.

OPTIONAL PIT CONSTRUCTION STANDARDS

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

2) A borrow/caliche/gravel pit can be constructed immediately adjacent
to the reserve pit and is capable of containing all reserve pit
contents. The mineral material removed in the process can be used for
pad and access road construction. However, a material sales contract
must be purchased from BLM prior to removal of the material.

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

CULTURAL

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

TRASH PIT STIPS

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

BLM Serial Number: NM-54184
SDX RESQURCES, INC.

Company Reference:

STANDARD STIPULATIONS FOR PERMANENT RESOURCE ROADS
THE ROSWELL DISTRICT, BLM

The holder/grantee/permittee shall hereafter be identified as the holder in
these stipulations. The Authorized Officer is the person who approves the
Application for Permit to Drill (APD) and/or Right-of-Way (ROW).

GENERAL REQUIREMENTS

The holder shall minimize disturbance to existing fences and other
improvements on public domain surface. The holder is required to promptly
repair improvements to at least their former state. Functional use of these
improvements will be maintained at all times. The holder will make a
documented good-faith effort to contact the owner of any improvements prior to
disturbing them. When necessary to pass through a fence line, the fence shall
be braced on both sides of the passageway prior to cutting of the fence.

Holder agrees to comply with the following stipulations:
1. ROAD WIDTH AND GRADE

The road will have a driving surface of 14 feet (all roads shall have a
minimum driving surface of 12 feet, unless local conditions dictate a
different width). The maximum grade is 10 percent unless the box below is
checked. Maximum width of surface disturbance from construction will be
30 feet.

/::/ Those segments of road where grade is in excess of 10% for more than 300
feet shall be designed by a professional engineer.

2. CROWNING AND DITCHING

Crowning with materials on site and ditching on one side of the road on the
uphill side will be required. The road cross-section will conform to the

" cross section diagrams in Figure 1. If conditions dictate, ditching may be
required for both sides of the road; if local conditions permit, a flat-bladed
road may be considered (if these conditions exist, check the appropriate box
below). The crown shall have a grade of approximately 2% (i.e., 1" crown on a
12' wide road).

/227//;;tchihg will be required on both sides of the roadway as shown on the
attached map or as staked in the field.

/::/ Flat-blading is authorized on segment(s) delineated on the attached map.



Page 2 of 4
3. DRAINAGE '

Drainage control shall be ensured over the entire road through the use of
borrow ditches, outsloping, insloping, natural rolling topography, lead-off
(turnout) ditches, culverts, and/or drainage dips.

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

SPACING INTERVAL FOR TURNOUT DITCHES

Percent slope Spacing interval
0% - 4% 400' - 150°'
4% - 6% . 250' - 125°'
6% - 8% 200' - 100"
8% - 10% 150' - 75°'

A typical lead-off ditch has a minimum depth of 1 foot below and a berm 6
inches above natural ground level. The berm will be on the down-slope side of
the lead-off ditch. The ditch end will tie into vegetation whenever possible.

Fij/ﬁgis road the spacing interval for lead-off ditches shall be at
/Y/ 400 foot intervals.

/::/ foot intervals.
/::/ locations staked in the field as per spacing intervals above.
/::/ locations delineated on the attached map.

B. Culvert pipes shall be used for cross drains where drainage dips or
low water crossings are not feasible. The minimum culvert diameter must be 18
inches. Any culvert pipe installed shall be of sufficient diameter to pass
the anticipated flow of water. Culvert location and required diameter are
shown on the attached map (Further details can be obtained from the Roswell
District Office or the appropriate Resource Area Office).

C. On road slopes exceeding 2%, drainage dips shall drain water into an
adjacent lead-off ditch. Drainage dip location and spacing shall be
determined by the formula: A

spacing interval = 400' _ + 100'
road slope in %

Example: 4% slope: spacing interval = 400 + 100 = 200 feet

4
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4. TURNOUTS

Unless otherwise approved by the Authorized Officer, vehicle turnouts will be
required. Turnouts will be located at 2000-foot intervals, or the turnouts
will be intervisible, whichever is less. Turnouts will conform to the
following diagram: ‘

STANDARD TURNOUT - PLAN VIEW
5. SURFACING

Surfacing of the road or those portions identified on the attached map may, at
the direction of the Authorized Officer, be required, if necessary, to
maintain traffic within the right-of-way with caliche, gravel, or other
surfacing material which shall be approved by the Authorized Officer. When
surfacing is required, surfacing materials will be compacted to a minimum
thickness of six inches with caliche material. The width of surfacing shall
be no less than the driving surface. Prior to using any mineral materials
from an existing or proposed Federal source, authorization must be obtained
from the Authorized Officer.

6. CATTLEGUARDS

Where used, all cattleguard grids and foundation designs and construction
shall meet the American Association of State Highway and Transportation
Officials (AASHTO) Load Rating H-20, although AASHTO U-80 rated grids shall be
required where heavy loads (exceeding H-20 loading), are anticipated (See BLM
standard drawings for cattleguards). Cattleguard grid length shall not be
less than 8 feet and width of not less than 14 feet. A wire gate (16-foot
minimum width) will be provided on one side of the cattleguard unless
requested otherwise by the surface user.

7. MAINTENANCE

The holder shall maintain the road in a safe, usable condition. A maintenance
program shall include, but not be limited to blading, ditching, culvert
installation, culvert cleaning, drainage installation, cattleguard
maintenance, and surfacing. ‘
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8. PUBLIC ACCESS

Public access along this road will not be restricted by the holder without
specific written approval being granted by the Authorized Officer. Gates or
cattleguards on public lands will not be locked or closed to public use unless
closure is specifically determined to be necessary and is authorized in
writing by the Authorized Officer.

9. CULTURAL RESOURCES

Any cultural and/or paleontological resource (historic or prehistoric site or
-object) discovered by the holder, or any person working on the holder's
behalf, on public or Federal land shall be immediately reported to the
authorized officer. The holder 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 will be made by the
authorized officer to determine appropriate actions to prevent the loss of
significant cultural or scientific values. The holder will be responsible for
the cost of evaluation and any decision as to the proper mitigation measures
will be made by the authorized officer after consulting with the holder.

10.  SPECIAL STIPULATIONS: A/ené.



FIGURE 1: CROSS-SECTIONS AND PLANS FOR TYPICAL ROAD CONSTRUCTION
REPRESENTATIVE OF BLM RESOURCE, AND HIGHER CLASS, ROADS.

(Travel way, top width, driving surface, and travel surface are synonomous.)
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EXHIBIT 45

BLM Serial Number NM-54184
Company Reference SDX RESOURCES, INC.

-DUNN B FEDERAL

STANDARD STIPULATIONS FOR OVERHEAD ELECTRIC DISTRIBUTION LINES
- IN THE ROSWELL DISTRICT, BLM

Holder agrees to comply with the following stipulationa to the satisfaction of
the Authorized Officer:

1. The holder shall indemnify the United States against any 1iability for

damage to life or property arising from the occupancy or use of public lands
under this grant. ,

2. The holder shall comply with all applicable Federal laws and regulations
existing or hereafter enacted or promulgated. In any event, the holder shall
comply with the Toxic Substances Control Act of 1976 as amended, 15 USC 2601
et seq. (1982) with regards to any toxic substances that are used, generated
by or stored on the right-of-way or on facilities authorized under this
right-of-way grant. (See 40 CFR, Part 702-799 and especially, provisions on
polychlorinated biphenyls, 40 CFR 761.1-761.193.) Additionally, any release
of toxic substances (leaks, spills, etc.) in excess of the reportable quantity
established by 40 CFR, Part 117 shall be reported as required by the
Comprehensive Environmental Response, Compensation, and Liability Act, section
102b. A copy of any report required or requested by any Federal agency or
State government as a result of a reportable release or spill of any toxic
substances shall be furnished to the authorized officer concurrent with the
filing of the reports to the involved Federal agency or State government.

3. The holder agrees to indemnify the United States against any liability
arising from the release of any hazardous substance or hazardous waste (as .
these terms are defined in the Comprehensive Environmental Response,
Compensation and Liability Act of 1980, 42 U.S.C. 9601, et seq. or the
Resource Conservation and Recovery Act, 42 U.S.C. 6901, et seq.) on the
Right-of-Way (unless the release or threatened release is wholly unrelated to
the Right-of-Way holder's activity on the Right-of-Way), or resulting from the
activity of the Right-of-Way holder on the Right-of-Way. This agreement
applies without regard to whether a release is caused by the holder, its
agent, or unrelated third partles.

4, There will be no clearing or blading of the right-of-way unless otherwise
agreed to in writing by the Authorized Officer.

5. Powerlines shall be constructed in accordance to standards outlined in
“Suggested Practices for Raptor Protection on Powerlines,” Raptor Research
Foundation, Inc., 1981. The holder shall assume the burden and expense of
proving that pole designs not shown in the above publication are “raptor
safe.” Such proof shall be provided by a raptor expert approved by the
Authorized Officer. The BLM reserves the right to require modification or
additions to all powerline structures placed on this right-of-way, should they
be necessary to ensure the safety of large perching birds. Such modifications

and/or additions shall be made by the holder without liability or expense to
the United States.

(over)



‘ EXHIBIT A
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6. The holder shall minimize disturbance to existing fences and other
improvements on public lands. The holder is - required to promptly repair
improvements to at least their former state. Functional wuse of these

improvements will be maintained at all times. The holder will contact the owner
of any improvements prior to disturbing them. When necessary to pass through a
fence line, the fence shall be braced on both sides of the passageway prior to
cutting of the fence. No permanent gates will be allowed unless approved by the
Authorized Officer.

7. The BLM serial number assigned to this authorization shall be posted in a
permanent, conspicuous manner where the power line crosses roads and at all
serviced facilities. Numbers will be at least two inches high and will be
affixed to the pole nearest the road crossing and at the facilities served.

8. Upon cancellation, reliﬁquishment. or expiration of this grant, the holder
shall comply with those abandonment procedures as prescribed by the Authorized
Officer.

9. All surface structures (poles, lines, transformers, etc.) shall be removed
within 180 days of abandonment, relinquishment, or termination of use of the
serviced facility or facilities or within 180 days of abandonment,
relinquishment, cancellation, or expiration of this grant, whichever comes first,
This will not apply where the power line extends service to an active, adjoining
facility or facilities.

10. Any cultural and/or paleontological resource (historic or prehistoric site
or object) discovered by the holder, or any person working on his behalf, on
public or Federal land shall be immediately reported Lo the Authorized Officer.
Holder 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 will be made by the Authorized Officer to determine
appropriate actions to prevent the loss of significant cultural or scientific
values. The holder will be responsible for the cost of evaluation and any
decision as to proper mitigation measures will be made by the Authorized Officer
after consulting with the holder.

11. Special Stipulations: Non< .



BLM Serial Number NM-54184
Company Reference = SDX RESOURCES, INC.
NO. 38-DUNN B FEDERAL

STANDARD STIPULATIONS FOR SURFACE INSTALLED PIPELINES
IN THE ROSWELL DISTRICT, BLM

Holder agrees to comply with the following stipulations to the satisfaction of
the Authorized Officer:

1. The holder shall indemnify the United States against any liability for

damage to life or property arising from the occupancy or use of public lands
under this grant.

2. The holder shall comply with all applicable Federal laws and regulations
existing or hereafter enacted or promulgated. In any event, the holder shall
comply with the Toxic Substances Control Act of 1976 as amended, 15 USC 2601
et seq. (1982) with regards to any toxic substances that are used, generated
by or stored on the right-of-way or on facilities authorized under this
right-of-way grant. (See 40 CFR, Part 702-799 and especially, provisions on
polychlorinated biphenyls, 40 CFR 761.1-761.193.) Additionally, any release
of toxic substances (leaks, spills, etc.) in excess of the reportable quantity
established by 40 CFR, Part 117 shall be reported as required by the
Comprehensive Enviroomental Response, Compensation, and Liability Act, section
102b. A copy of any report required or requested by any Federal agency or
State government as a result of a reportable release or spill of any toxic
substances shall be furnished to the authorized officer concurrent with the
filing of the reports to the lnvolved Federal agency or State governmment.

3. The holder agrees to indemnify the United States against any liability
arising from the release of any hazardous substance or hazardous waste (as
these terms are defined in the Comprehensive Environmental Response,
Compensation and Liability Act of 1980, 42 U.S.C. 9601, et seq. or the
Resource Conservation and Recovery Act, 42 U.S.C. 6901, et seq.) on the
Right-of-Way (unless the release or threatened release is wholly unrelated to
the Right-of-Way holder's activity on the Right-of-Way), or resulting from the
activity of the Right-of-Way holder on the Right-of-Way. This agreement
applies without regard to whether a release 13 caused by the holder, 1its
agent, or unrelated third parties.

4. The holder shall be liable for damage or injury to the United States to
the extent provided by 43 CFR Sec. 2883.1-4. The holder shall be held to a
standard of strict liability for damage or injury to the United States
regulting from pipe rupture, fire, or spills caused or substantially
aggravated by any of the following within the right-of-way or permit area:

a. Activities of the holder including, but not limited to construction,
operation, maintenance, and termination of the facility.

(over)



b. Activities of other parties including, but not limited to:

(1) Land clearing.

(2) Earth-disturbing and earth-moving work.
(3) Blasting.

(4) Vandalism and sabotage.

c. Acts of God.

The maximum limitation for such strict liability damages shall not exceed one
million dollars ($1,000,000) for any one event, and any liability in excess of
such amount shall be determined by the ordinary rules of negligence of the
Jurisdiction in which the damage or injury occurred.

This section shall not impose strict 1liability for damage or injury resulting

primarily from an act of war or from the negligent acts or omissions of the
United States.

5. 1f, during any phase of the comnstruction, operation, mainténance, or
termination of the pipeline, any oil, salt water, or other pollutant should be
discharged from the pipeline system, impacting Federal lands, the control and
total removal, disposal, and cleaning up of such oil, salt water, or other
pollutant, wherever found, shall be the responsibility of the holder,
regardless of fault. Upon failure of the holder to control, dispose of, or
clean up such discharge on or affecting Federal lands, or to repair all
damages resulting therefrom, on the Federal lands, the Authorized Officer may
take such measures as he deems necessary to control and clean up the discharge
and restore the area, including, where appropriate, the aquatic environment
and fish and wildlife habitats, at the full expense of the holder. Such
action by the Authorized Officer shall not relieve the holder of any
regponsibility as provided herein.

6. All construction and maintenance activity will be confined to the
authorized right-of-way width of 25 feet.

7. No blading or clearing of any vegetation will be allowed unless approved
in writing by the Authorized Officer.

8. The holder shall install the pipeline on the surface in such a manner that
will minimize suspension of the pipeline across low areas in the terrain. In
hummocky or duney areas, the pipeline will be "snaked” around hummocks and
dunes rather then suspended across these features.

9. The pipeline shall be buried with a minimum of ‘;2L} inches under all
roads, "two-tracks,” and trails. Burial of the pipe will continue for 20 feet
on each side of each crossing. The condition of the .road, upon completion of
construction, shall be returned to at least its former state with no bumps or
dips remaining in the road surface.



10. The holder shall minimize disturbance to existing fences and other
improvements on public lands. The holder is required to promptly repair
improvements to at least theilr former state. Functional use of these
improvements will be maintained at all times. The holder will contact the
owner of any improvements prior to disturbing them. When necessary to pass
through a fence line, the fence shall be braced on both sides of the

passageway prior to cutting of the fence. No permanent gates will be allowed
unless approved by the Authorized Officer.

11. In those areas where erosion control structures are required to stabilize
soil conditions, the holder will install such structures as are suitable for
the specific soil conditions being encountered and which are in accordance
with sound resource management practices.

12. Excluding the pipe, all above-ground structures not subject to safety
requirements shall be painted by the holder to blend with the natural color of
of the landscape. The paint used shall be a color which simulates '"Standard
Environmental Colors" - Carlsbad Canyon, Munsell Soil Color No. 2.5Y 6/2
(formerly Sandstone Brown); designated by the Rocky Mountain Five State
Interagency Committee.

13. The pipeline will be identified by signs at the point of origin and
completion of the right-of-way and at all road crossings. At a minimum, signs
will state the holder's name, BLM serial number, and the product being
transported. Signs will be maintained in a legible condition for the life of
the pipeline.

14. The holder shall not use the pipeline route as a road for purposes other
than routine maintenance as determined necessary by the Authorized Officer in
consultation with the holder. The holder will take whatever steps are
necessary to ensure that the pipeline route in not used as a roadway.

15. Any cultural and/or paleontological resource (historic or prehistoric site or

object)
Federal
suspend
ization
will be
values.

discovered by the holder, or any person working on his behalf, on public or
land shall be immediately reported to the authorized officer. Illolder shall

all operations in the immediate area of such discovery until written author-

to proceed is 1issued by the authorized officer. An evaluation of the discovery
made by the authorized officer to determine appropriate cultural or scientific
The holder will be responsible for the cost of evaluation and any decision

as to proper mitigation measures will be made by the authorized officer after
consulting with the holder.

16. Special Stipulations: None

(March 1989)
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Form C-102
Revised February 10, 1994

State of New Mexico

District }
PO Box 1980, Hobbs, NM SE28- 1980 Energy, Minerals & Natural Resources Department

District 11 Instructions on back
PO Drawer DD. Aricsia. NM 2210719 OIL CONSERVATION DIVISION Submit to Appropriate District Office
Distriet I PO Box 2088 State Lease - 4 Copies
1000 Rio Brazos Rd., Aziec. NI 87410 Santa Fe, NM 87504-2088 Fee Lease - 3 Copies
Distriat IV

PO Box 2088, Santa Fe, NM E504-2083 (J AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT .

' AP1 Number ! Pool Code - Pool Name »
Artesia - Qu -G b= Sa.
* Property Code * Property Name * Well Number
DUNN B FEDERAL 38
" OGRID No. * Operator Name * Elevation
SDX RESOURCES, INC. 3627.
19 Surface Location
ULorlot no. | Section | Township | Range Lot Idn Feet from the North/South lie Feet from the East/West fine County
G 10 188 28E 1330 NORTH 2583 EAST EDDY
- 1 Bottom Hole Location If Different From Surface
UL orlot po. | Section | Tewnship | Range Lot ldo Feet from the North/South lipe Feet from the East/West line County
 Dedicated Acres{ ** Joint orlnfill | ** Consolidation Code | '* Order No.
4o

NO ALLOWABLE WHLL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON- STANDARD UNTT HAS B St PPROVED BY THE DIVISION

~ ['7 OPERATOR CERTIFICATION
| 1 hereby cernify that the information consained herein is
s true and complete 10 the best of my inowledge and deiict

T i ———'—-"

" s ‘( e \

/1330 -

_%V//%M/

Signature

C/Au iy %ﬂ raa/\/

Printed Name

[ ]

H

‘ T EN&!’

} /0/5//'1

e® & e o o
. ‘Date

*SURVEYOR CERTIFICATION

A I herelry certify that the well location shown on this plas
® was plotied from field notes of actual surveys made by

Y me or under my suparvision, and thas the same is true

and correct 10 the best of my belicf.

OCTOBER 2], 1994
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APDDB37.FRM

DRILLING PROGRAM

SDX RESQOURCES, INC.
Dunn B Federal #38
. 1330’ FNL & 2583’ FEL
Unit G Sec. 10, T18S, R28E
Eddy County, New Mexico

Geologic Name of Surface Formation:

Permian

Estimated Tops of Important Geologic Markers:

Top of Salt 550~
Base of Salt 675"

7-Rivers 1050~
Queen 1690~
Grayburg 22257
S. A. 2580

Estimated Depth of Anticipated Fresh Water, Oil or Gas:
Vs
Water Sands 200/-250" Fresh H20

7-Rivers 1200 0il & Gas
Queen 1800~ 0il & Gas
Grayburg 2300 0il & Gas
S. A. 27007+ 0il & Gas

Fresh water sands are protected by running 8 5/8" casing
to a minimum depth of 350’ and circulating cement. All
other zones will be isolated - by running 5 1/2"
production casing and circulating cement.

Casing Program:

Hole Size Interval OD csg Weight Grade Jt Cond Type

12 1/4" 0-350" 8 5/8" 244%#, J-55, New
7 7/8" 0-TD - 5 1/2" 14#4-15.50#, J-55, Used



DUNN B #38 DRILLING PROGRAM
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APDDB37,.FRM

Cement Program:

8 5/8" surface casing: Cemented to surface with 250 sx
of Class C with 2% CaCl and 1/4
#/sx Flocele and 100 sx of Class
"C" with 2% CacCl.

5 1/2" production Cemented with 300 sx of 50/50
casing: Class "C" POZ with 6# salt/sx
and 6% Halad 322 and 400 sx of
Lite "C" with 3# salt/sx and 1/4
#/sx flocele. This should
circulate cement to the surface.

Minimum Specifications for Pressure Control:

The blowout preventer equipment (BOP) shown in Exhibit
#1 will consist of a bag-type (hydril) preventer (2000
psi WP). Unit will be hydraulically operated. BOP will
be nippled up on the 8 5/8" surface casing and used
continuously until TD is reached. BOP and accessory
equipment will be tested to 1000 psi before drilling out
of surface casing. A 2" kill 1line and a 2" choke line
will be included in the drilling spool. Other
accessories to the BOP equipment will include a kelly
cock.

Types and Characteristics of the Proposed Mud System:

The well will be drilled to TD with a combination of
fresh water and brine water mud system. The applicable
depth and properties of this system are as follows:

Weight  Viscosity  Waterloss

Depth Type (ppa) (sec) (cc)
0-350" Fresh water 8.5 40 - 45 N/C
(spud)

350-TD Brine water 10.0 30 24
SWG, Starch o

Sufficient mud materials to maintain mud properties and
meet minimum lost circulation and weight increase’
requirements will be kept at the wellsite at all times.



DUNN B #38 DRILLING PROGRAM
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APDDB37.FRM

Auxiliary Well Control and Monitoring Equipment:

A. A kelly cock will be kept in the drill string at all
times. ‘ :

B. A mud logging unit complete with H2S detector will

be continuously monitoring drilling penetration rate
and hydrocarbon shows from 1000/ to TD.

Logging, Testing and Coring Program:

“A. Drillstem tests will be run on the basis of drilling

shows.

B. The electric logging program will consist of GR-Dual
Laterolog and GR-Compensated Neutron-Density from TD
to surface casing.

C. Conventional coring may be performed in select
intervals in the Queen-Grayburg and/or San Andres.

D. Further testing procedures will be determined after
the 5 1/2" production casing has been cemented at TD
based on drill shows and log evaluation.

Abnormal Conditions, Pressures, Temperatures, &
Potential Hazards:

No abnormal pressure or temperatures are anticipated.
The estimated bottom hole temperature (BHT) at TD is 94
F and estimated maximum bottom-hole pressure (BHP) is
1200 psigqg. No abnormal concentrations or hydrogen
sulfide or other hazardous gases or fluids have been
encountered, reported or are known to exist at this
depth in this area. All H2S operation precautions will
be followed (see attached H2S drilling operations
plans). No major 1loss circulation zones have been
reported in offsetting wells.

Anticipated Starting Date and Duration of Operations:

Road and location work will not begin until approval has
been received from the BLM. The anticipated spud date
is December 1, 1994. Once commenced, the drilling
operation should be finished in approximately 10 days.
If the well is productive, an additional 30 days will be
required for completion and testing before a decision is
made to install permanent facilities.



HYDROGEN SULFIDE DRILLING OPERATIONS PLAN
SDX Resources, Inc.
Dunn B Federal #38
1330’ FNL & 2583’ FEL
Unit G Sec. 10, T18S, R28E
Eddy County, New Mexico

I. Hydrogen Sulfide Training

All personnel, whether reqularly 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:

1. The hazards and characteristics of hydrogen sulfide
(H2S).
2. The proper use and maintenance of personal protective

equipment and life support system.

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

4. The proper techniques for first aid and rescue
procedures. '

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

1. The effects of H2S on metal components. If high
tensile tubulars are to be used, personnel will be
trained in their special maintenance requirements.

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

3. The contents and requirements of the H2S Drilling
Operations Plan and the Public Protection Plan.

DUNNB#38.FRM




DUNN B FEDERAL #38 - H2S PLAN
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There will be an . initial safety session just prior to
commencing operations on the well. The initial session shall
include a review of the site’s 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.

II. H2S SAFETY EQUIPMENT AND SYSTEMS
Note: All H2S safety equipment and systems will be

installed, tested, and operational when drilling
reaches a depth of 500 feet.
1. Well Control Equipment:

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

B. Auxiliary equipment to include: annular preventer.

2. Protective equipment for essential personnel:
A. Mark II Surviveair 30-minute units located in the
dog house. -
3. H2S detection and monitoring equipment:

A. 1 - portable H2S monitor positioned on location for
best coverage and response.

B. Mud logging trailer shall have H2S monitoring
equipment.
4. Visual warning systems:

A. Guy lines will be flagged and a wind sock will be
positioned on location.

B. Caution/Danger signs shall be posted on roads
providing direct access to location.

DUNNB{#38.FRM
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rMud program:

The mud program has been designed to minimize the
volume of H2S circulated to the surface. Proper mud
weight, safe drilling practices, will minimize hazards
when penetrating H2S bearing zones.

Metallurgy:

All drill strings, casings, tubing, wellhead, blowout
preventers, drilling spool, kill lines, choke manifold
and lines, and valves shall be suitable for H2S service
as necessary.

Communication:

Radio communications in company vehicles including
cellular telephone and 2-way radio.

Well Testing:

No DST’s are planned.
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SURFACE USE AND OPERATING PLAN
SDX RESOURCES, INC.
Dunn B Federal #38
1330’ FNL & 2583’ FEL
Unit G Sec. 10, T18S R28BE
Eddy County, New Mexico

Existing Roads:

A.

The well site and elevation plat for the proposed
well is shown in Exhibit #2. It was staked by Dan
Reddy, Carlsbad, New Mexico.

All roads to the location are shown in Exhibit #3.
The existing roads are labeled and are adequate for
travel during drilling and production operations.
Upgrading of the road prior to drilling will be done
where necessary as determined during the on-site
inspection. -

Directions to location: Go east 14 miles from
Artesia, New Mexico on Hwy 62/180, turn south on Hwy
360, go to MP22 1/4 and turn west at SDX DUNN B
sign. Take right fork and go approximately 1/4
mile. Take a right again and follow road 1-1/2
mile, turn left and follow road to location.

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.

Proposed Access Road:

Exhibit #3 shows the existing road.

Exhibit #5 shows the new access road to be constructed.
The road will be constructed as follows:

A.

The maximum width of the running surface will be
15, The road will be crowned and ditched and
constructed of 6" of rolled and compacted caliche.
Water will be diverted where necessary to avoid
ponding, prevent erosion, maintain good drainage,
and to be consistent with local drainage patterns.
BLM may specify any additions or changes during the
on-site inspection.
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B.

C.

D.

The average grade will be less than 1%.
No turnouts are planned.

No culverts, cattlegquards, gates, low-water
crossings or fence cuts are necessary.

Surfacing material will consist of native caliche.
Caliche will be obtained from the nearest approved
caliche pit. Any additional materials that are
required will be purchased from the dirt contractor.

The proposed access road as shown in Exhibit #3 has
been center-line flagged by Dan Reddy, Carlsbad, New
Mexico.

Location of Existing Wells:

Exhibit #4 shows all existing wells within a one-mile
radius of this well.

Location of Existing and/or Proposed Facilities:

A.

SDX Resources, Inc. operates two separate production
facilities on this lease. They are as follows:

Dunn B Fed. - Tank Battery - NW/4 NW/4 of Sec. 11
Dunn B Fed. - Satellite Tank Battery - Unit Letter
O, Sec. 12. ,

If the well is productive, contemplated facilities
will be as follows:

1. 2" SDR - 11 plastic flow line will be laid to an
existing flowline shown in Exhibit #5.

2. Any additional construction materials will be
purchased from contractors.

3. Power will be required if the well is
productive. Proposed power line right of way is
shown in Exhibit #5.

If the well is productive, rehabilitation plans are
as follows:

1. The reserve pit will be back-filled after the
contents of the pit are dry (within 120 days
after the well is complete).
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2. Topsoil removed from the drill site will be used
to re-contour the pit area to the original
natural level, as nearly as possible and
reseeded as per BLM specifications. .

D. In the event that production is established flow
line right of way has been staked where necessary by
Dan Reddy and is shown in Exhibit #5.

Location and Type of Water Supply:

The well will be drilled with a combination brine and
fresh water mud systems as outlined in the drilling
program. The brine water will be obtained from
commercial water stations in the area and hauled to the
location by transport truck over the existing and
proposed access roads shown in Exhibit #3. A commercial
fresh water source is nearby and facile will be 1laid
along existing roads and fresh water pumped to the well.
No water well will be drilled on the location.

Source of Construction Materials:

All caliche required for construction of the drill pad
and any new access road will be obtained from the
drilling pits and/or on site when possible. Any
additional caliche will be obtained from approved
caliche pits. All roads and pads will be constructed of
6" of rolled and compacted caliche.

Methods of Handling Water Disposal:

A. Drill cuttings not retained for evaluation purposes
will be disposed into the reserve pit.

B. Drilling fluids will be contained in plastic 1lined
pits. The reserve pit will contain any excess
drilling fluid or flow from the well during
drilling, cementing and completion operations. The
reserve pit will be an earthen pit, approximately
80’ x 55’ x 6’ deep and fenced on three sides prior
to drilling. It will be fenced on the fourth side
immediately following rig removal. The reserve pit
will be plastic lined (5-7 mil thickness) to
minimize loss of drilling fluids and saturation of
the ground with brine water.

e.-
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Water produced from the well during completion may
be disposed into the reserve pit after the well is
permanently placed on production.

Garbage and trash produced during drilling or
completion operations will be collected in a trash
trailer by a contractor. All water and fluids will
be disposed of into the reserve pit. Salts and
other chemicals produced during drilling or testing
will be disposed into the reserve pit. No toxic
waste or hazardous chemicals will be produced by
this operation. '

After the rig 1is moved out and the well is either
completed or abandoned, all waste materials will be
cleaned-up within 90 days. No adverse materials
will be left on the location. The reserve pit will
be completely fenced and kept closed until it has
dried. When the reserve pit 1is dry enough to
breakout and f£fill, and as weather permits, the
unused portion of the well site will be leveled and
reseeded as per BLM specifications. Only that part
of the pad required for production facilities will
be kept in use.

Ancillary Facilities:

None

Well Site Layout:

A.

The drill pad 1layout is shown in Exhibit #6.
Dimensions of the pad and pits and location of major
rig components are shown. Top soil, if available,
will be stockpiled per BLM specifications as
determined at the on-site inspection. Because the
pad is almost level no major cuts will be required.

Exhibit #6 shows the planned orientation for the rig
and associated drilling equipment, reserve pit,
trash pit, pipe racks, turn-around, parking areas
and access road. No permanent living facilities are
planned but a temporary foreman/toolpusher’s trailer
will be on location during the drilling operations.

The reserve pit will be 1lined with high-quality

"plastic sheeting (5-7 mil thickness).
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Plan for Restoration of the Surface:

A.

Upon completion of the proposed operation, if the
well is to be abandoned, the pit area, . after
allowing to dry, will be broken out and leveled.
The original top soil will be returned to the entire
location which will be leveled and contoured to as
nearly the original topography as possible.

Pit lining will be buried. All trash and garbage
will be hauled away in order to leave the 1location
in an anesthetically pleasing condition. All pits
will be filled and the 1location leveled within 120
days after abandonment.

The disturbed area will be revegetated by reseeding
during the proper growing season with a seed mixture
of native grasses as recommended by the BLM.

Three sides of the reserve pit will be fenced prior
to and during drilling operations. At the time that
the rig is removed, the reserve pit will be fenced
on the rig (fourth) side. The fencing will remain
in place until the pit area is cleaned-up and
leveled. No oil will be left on the surface of the
fluid in the pit.

Upon completion of the proposed operations, if the
well is completed, the reserve pit area will be
treated as outlined above within the same prescribed
time. The caliche from any area of the original
drill site not needed for production operations or
facilities will be removed and used for construction
of thicker pads. Any additional caliche required
for facilities will be obtained from an approved
caliche pit. Topsoil removed from the drill site
will be used to re-contour the pit area and any
unused portions of the drill pad to the original
natural level and reseeded as per BLM
specifications.

Surface Ownership:

The wellsite and lease is located entirely on Federal

surface.
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Other Information:

A. The area around the well site is grassland. The
vegetation is native scrub grasses with abundant
catclaw and mesquite.

B. There is no permanent or live water in the immediate
area.

C. An Archaeological Survey has been requested and will
be forwarded to your office in the near future.

Lessee’s and Operator’s Representative:

The SDX Resources, Inc. representative for assuring
compliance with the surface use plan is as follows:

Chuck Morgan

SDX Resources, Inc.
P. O. Box 1302
Artesia, NM 88210
505-748-9724 Office
505-748-9814 Home

Certification:

I hereby certify that I, -or persons under my direct
supervision, have inspected the proposed drill site and
access route; that I am familiar with the conditions
which currently exist; that the statements made in this
plan are to the best of my knowledge, true and correct;
and the work associated with the operations proposed
herein will be performed by SDX Resources, Inc. and its
contractors and subcontractors in conformity with this
plan and the terms and conditions which it is approved.

INC.

pate: Il /l/% ' Signed: SDX RESOURCES

325n D. Pool

Vice President °
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o PR _ NOTICE OF STAXING
(Hat to be used in place of Appiication for Permit to Drill Form 3160-3)

1. Of1 Well _x  Gas Well ___

Other 6. Lease Jlumber
(Specity) -
NM-54 184

2. Name of Operator:
SDX RESOURCES, INC.

Tribe Name

7. If Indlan, Allcttes op

3. MName of Specific Contact Merson:

CHUCK MORGAN

d. Unit Agrecment Hame

4. Address § Phone No. of Operator or Agent
511 W. OHIOAVE./SUITE 601

505

365-769 1 DUNN B FEDERAL

9. Farm or Leasc Name

MIDLAND, TEXAS 79701

5. Surfacc location of Well
* 1330" FNL
2583' FEL

Attach: a) Sketch showing road entry into
°  pad, pad dimensions, and reserve

pit.

bj Topagraphical ar other accnptable
map showing location, accass road,

and lease boundari es.

10. Kell Ho.

1. Fleld or Wildcat

Ha'me

and Survey or

12. Sec., T., R., M., or Ok

Area

SEC. 10, T18S, R28E

15. Formation bjective{s)[16. Estimated Well [13. County, Parish|{ 14, State
. Depth . or Borough
QUEEN/GRAYBURG 4000 EDDY NEW MEXICO

17.

BLM~CARLSBAD OFFICE

s

Additional Informatfon {as appropriatz; must {nclude surfacz owner’'s name,
address, and telephone number).

18, Slgned- Q«u /ﬁ//%

NM PROFESSIONAL ENGINEER

Title ;@ op cunvB¥oR————— U038 J10/25/04

Nate:

accordingly.
prior to the onsite.

Operators must consider the followiag prior to the onsite:

a) HZS Potential

b ) Cul tural Resources Mrc‘xcoiogy)
c) Federal Right of Way or 5Specidl Use Permit

Upon recaipt of this Hg;ce, the Dureau of Land Management (DLH) wil]

chedule the date of the-unsite predri]l {nspection and notify you
The location must-te sr.aked and access road must be fTAgged

4



ARCHAEOLOGICAL SURVEY of the SDX RESOURCES, INC.
DUNN "B" FEDERAL WELL NO. 38 and ACCESS ROAD R/W
T18S, R28E, SECTION 10 (SW%NE%

[1336 FNL, 2583 FEL]. EDDY COUNTY . NEW MEXICO

FEDERAL LAND SURFACE
[U.S.G.S. 7.5 minute series, RED LAKE, NEW MEXICO, 1955]

ASC Report 94-192

and James V. Sciscenti, Project Archaeologist

ARCHAEOLOGICAL SURVEY CONSULTANTS
P.0O. Drawer D Roswell New Mexico 88202
[505] 623-5012

PERMIT NO.: 18-2920-93-G

November 2, 1994

Prepared for:

SDX Resources, Inc.
P.0O. Box 5061
Midland, Texas 79704

Attention: Chuck Morgan

Distribution:
—8DX Resources, Inc.,

(1)
BLM - Carlsbad Resource Area (2)
Sciscenti (1)



A}

oy
4 - el

ARCHAEOLOGICAL SURVEY CONSULTANTS " QULTURAL RESOURCES EXAMINATION

on lands administered by : ASC PERMIT NO.: 18-2920-93-G.
the Department of the Interior ' ASC Job No.: 94-192. SDX Re-
Bureau of Land Management, sources, Inc., Dunn "B" Fed.
Roswell District, New Mexico Well No. 38&AméRoadR/W
' 7 |

1. ABSTRACT: mtmsiveaxduaeologimlanveyofﬂ:emxm Inc., Dunn "B" Federal
Well No. 38; a well pad (400ft. sq.,367acres)andm (415ft. long x 100 ft.
wide, wiﬁ1a150ft.sggai_re 1.12 acres), with a total £ land surface of 4.79
-acres, were inspected tural remains.

survey of the SDX Resources, Inc., Durm"B“FederalWellbb.38andAccess
fgmgesnxm .,Dmm"B"FedexalWellhb.i%SarxiAccess R/W is REOOM-
2. LEGAL LOCATION: T18S, R28E, Sectionlosw (1330 FNL, 2583 FEL). ACCESS ROAD R/W
LOCATION: T18S, R28E, Section 10 (NEXNWY)- County, New Mexico.

MapRefenmce U.S.G.S. 7.5 minute series, RED LAKE, NEW MEXICO, 1955. ‘
Land Status: BIM, Roswell District, CarlsﬁadeomoeArea New Mexico. '

-B.MDMIPTI(N. a well pad (garedﬁo' 3.67 acres) and access road R/W (415 ft.
1 x 100 ft. wide, with a 150 ft. ,112acres),wiﬁ1atomlfederalland .
aaaof4793c:&swexe for cultural s

- TOPOGRAPHY : situatedmtheSEslopeofaSEprmjectmgrdg?mi between 2 SSE
draws, within an area of shallow loam float, particularl
in the NEandtgrtsofﬁleSEquadrantofthemllpad a.'l.c:ng't:heac:c:essroadR/wy
ectarealsvexylow with the exception of ice and

coppioedmwoflow Surface visibility is very high. Soils: Sinrma—Blpsz
canplex. Permanent Wa'ber'PecosRiver ca. 8.6 miles W/SW. Potential Water:
Palmilla Draw, ca. 1.5 miles SSE. Elevation: 3623 ft. to 3641 ft. Slope: 0.56° to
1.64°. nspect 140° to 180°. Lithic Resource Material: nortlocnlly available.
Vegetat:.t?l gmssla:ﬂfonratim desert grassland or scrub-grass scrub disclimax

4. EXAMINATION PROCEIXJRE: t & no ter than 15 metres
gart.  Wack Hrs, on Geound: Zignﬁmum Staies by CLigne Visinilic
¢ ground, ca. 75% to 90%; weather

5. FINDINGS: ARMS records indicate the recording of LA 35489 & LA 105112 in Section
10 [T18S, RZ28BE]; the sites will not be by construction activity.

Atd\aeologigal survey of the SDX Resources, Inc.,Dm"B“FedaalWe.llbb.38andAm
mtrevealanycultxralm

6. REOCOMMENDATIONS: archaeological CLEARANCE for the SDX Resources, Inc., Dunn "B"
Federal Well No. 38 and Access Road R/W is REOOMMENDED.

Date of Examination: November 1, 1994

Project Archaeologist: D MG | P IV, Scscanstt.

Principal Investigator: b.m %'
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- BEFORE THE OIL CONSERVATION COMMISSION
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING

CALLED BY THE OIL CONSERVATION S
COMMISSION OF NEW MEXICO FOR ~ =~ - = 7
THE PURPOSE OF CONSIDERING:. '

- GABE No. 3202
Order No. R-2869

APPLICATION OF INTERNATIONAL OIL & GAS
CORPORATION FOR A WATERFLOOD PROJECT, . - - -
EDDY COUNTY, NEW MEXTCO. ~° i

ORDER OF THE COMMISSION

BY THE commxssxon:““

27 '1965 at Santa Fe, New MBXLCO, before Examlner Elv;s A. Utz.

NOW, on this_ llth day of. February, 1965 the Commission, a
quorum being .Present, having considered the testimony, the record,
and the recommendatlons of the Examlner, and being fiilly advised

in the prem;ses,
FINDS:

a(lj{ffﬂat due:fubiic hotice'baVinéfbeEﬁbéiveh ee'required by
law, the Commission has jurisdiction of this cauBe and the subject
matter thereof.

(2) That the appllcant, Internatlonal Oil & Gas Corporation,
seeks permission to institute a waterflood pro:ect in the Artesia
Pool by the injection of water into the Queen, Grayburg, and San
- Andres formations through nine injection wells in Sections 10 and

11, Township 18 South Range 28 East, NMPM, Eddy County, New
Mexico. : : o '

”(3)>“That“the'wells in the project area are in an advanced
state of depletion and should properly be classified as "strlpper"
wells._ )

3 S
i (4) That the proposed waterflood pro:ect should result in
the recovery of otherwxse unrecoverable oil, thereby preventlng
waste.. . : - — -

(5) That the subject application should be. approved'and the
project should be governed by the provisions of Rules 701, 702, and
703 of the Commission Rules and Regulatxons. o : : -



-2- : o N T T SR nE
CASE No. 3202 ’ IR
Order No. R-2869

IT IS THEREFORE ORDERED; -

(1) That the applicant, Intefnatidnai'biiﬁﬁ Gas: cOnporation[

is hereby authorized to institute a waterflood project in the
Artesia Pool by the injection of water into the Queen, Grayburg,
and San Andres formations through nine wells at the following-
described locations in Eddy County, New Mexico: .. .. . ...

WELLS ' LOCATION  SECTION

Internatlonal-Yates-Dunn ‘ug" Pederal

Well No. 13 - “NE/a NE/a 10
Well No. 17 . = NE/4 NW/4 10

Well No..15 =~ =~ =~ " " SW/4 NW/4 . 10
"Well No. 19 * ** =" ""'sw/4a NE/4 —~ 10
. Well No. 24 - NE/4 SE/4 10 -
© ‘Well No. 18 ~ - “-———- - "NE/4 NW/4 11
' _Well No. 21 *° "™ ' sW/4 NW/4 =~ Il
‘Well No. 29 7 ™ =% ""SW/4 NE/4 11
Well No. 30 (undrilled). NE/4 SW/4 T 1

- (2) That the subject waterfloot pro:ect shall be governed
. by the provisions of Rules 701 702, and 703 of the COmmLSSLOn
Rules and Regulatlons..“f._,}LTJ‘FA """ o .

(3) That monthly progress reports of thefﬁateffldod project

herein authorized shall be submitted to the Comm1551on in accord- R

ance with Rules 704 and 1120 of the CommlsSLOn Rules and Regula-
tlons.- :

I,

(4) That jurlsdlctlon of tbls -ause is retalned for the _
entry of such further orders as the Commission may deem ‘necessary.

DONE at Santa Fe New Mex;co, on the day and year herein-
above desmgnated. R -

STATE OF NEW MEXICO.
OIL CONSERVATION COMMISSION
JACK M. CAMPBELL, Chairman
- - GUY'TON B. HAYS, Member
SEAL ber

esr/ - '~ A. L. PORTER, Jr., Member & Secretary

11!&:‘:." -



BEFORE THE OIL CONSERVATION COMMISSION .. .-
OF THE STATE OF NEW MEXICO

IN THE MATTER OF THE HEARING
CALLED BY THE OIL CONSERVATION
COMMISSION OF NEW MEXICO FOR
THE PURPOSE OF CONSIDERING:

CASE No. 3747
Order No. R-2869-A

APPLICATION OF DEPCO, INC., FOR AN
AMENDMENT TO ORDER NO. R-2869, EDDY
COUNTY, NEW MEXICO.,

ORDER OF THE.COMMISSION

BY THE COMMISSION:

This cause-came on for hearing at 9 a.m. on April 17, 1968,

at Hobbs, New Mexico, before the 0il Conservation Commission of
New Mexico, hereinafter referred to as the "Commission."

_NOW, on this_ 29th day of April, 1968, the Commission, a

'quoium being present, having considered the testimony presented

and the exhibits received at said hearlng, and being fully
advised in the premises, : . ‘

FINDS:

(1) That due public notice having been given as required by
law, the cOmmlsslon has Jurlsdlctlon of this cause and the subject
" matter thereof. :

-(2) That by Order No. R-2869, International 0il & Gas
Corporation was authorized to institute a waterflood project
in the Artesia Pool by the injection of water into the Queen,
Grayburg, and San Andres formations through nine wells in Sec-
tions 10 and 11, Township 18 South, Range 28 East, NMPM, Eddy
County, New Mexico.

(3) That the applicant, Depco, Inc., as successor to
International Oil & Gas Corporation, seeks the amendment of
said Order No. R-2869 to substitute the following-described
water injection wells: ‘
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CASE No. 3747
Order No. R-2869-A

'EDDY COUNTY, NEW MEXICO -
TOWNSHIP 18 SOUTH, RANGE 28 EAST, NMPM

WELL ) LOCATION ‘ SECTION
Dunn "B" No. 5 NE/4 SE/4 11
Dunn "A" No. 1 SW/4 NE/4 12
Dunn "B" No. 6 SW/4 SW/4 12

in lieu of the followzng-descrlbed wells whlch were lncluded in

‘the originally-authorized water 1nject10n wells._

EDDY COUNTY, NEW MEXICO
TOWNSHIP 18 SOUTH, RANGE 28 EAST, NMPM

WELL LOCATION =~ SECTION
Dunn "B" No. 15 - SW/4 NW/4 10

" Dunn "B" No. 19 - SW/4 NE/4 ‘10

" ‘Dunn "B" No. 21 -«SW/!\NW/4 11

(4)  That approval of the subject application will not
violate correlative rights and should increase the efficiency
of the waterflood project and result in greater ultlmate recovery
of oil, thereby preventing waste. o :

(i)'frhat @feerluo.OREZBG? is hereby amended by deleting
from the water injection wells authorized therein the following-
described wells:

S - EDDY COUNTY,. NEW MEXICO R
TOWNSHIP 18 SOUTH, RANGE 28 EAST, NMPM

WELL | LOCATION  SECTION
' Dunn "B" No. 15  SW/4 NW/4 10

Dunn "B" No. 19  SW/4 NE/4 - 10

Dunn "B" No. 21 SW/4- NW/4 11

r’ X N )
and substituting in lieu thereof as water injection wells the
following~described wells:

Bl = e mme e e
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CASE No. 3747
Order No. R~2869-A

EDDY COUNTY, NEW MEXICO
TOWNSHIP 18 SOUTH, RANGE 28 EAST, NMPM

WELL LOCATION SECTION
Dunn "B" No. 5 NE/4 SE/4 11
Dunn "A" No. 1 SW/4 NE/4 12

Dunn "B" No. 6 SW/4 SW/4 12

(2) That jurisdiction of this cause is retained for the
entry of such further orders as the Commission may deem neces-

sary.

DONE at Santa Fe, New Mexico, on the day and year hereinabove
designated. '

P

STATE OF NEW MEXICO
OIL CONSERVATION COMMISSION

DAVID F. CARGO, Chairman

GUYTON B. HAYS, Member

A. L. PORTER, Jr., Member & Secretary

SEAL

esr/



N 7. State of New Mexico

ENERGY, MINERALS and NATURAL RESOURCES DEPARTMENT
Santa Fe, New Mexico 87505

~ OIL CONSERVATION DIVISION ==DRUG ,.-%E =

A

January 17, 1995

SDX Resources, Inc.
P. O. Box 5061
Midland, TX 79704

Attention: Chuck Morgan

Administrative Order NSL-3465
Dear Mr. Morgan:
Reference is made to your application dated October 26, 1994 for elevén unorthodox oil well
locations for the purpose of completing an efficient injection/production pattern on your Dunn

"B" Federal Lease within the International Oil & Gas Queen-Grayburg-San Andres Waterflood
Project Area, established by Division Order No. R-2869 dated February 11, 1965.

These eleven wells are to be located in Township 18 South, Range 28 East, NMPM, Artesia-
Queen-Grayburg-San Andres Pool, Eddy County, New Mexico.

1330’ FNL -2583’ FEL SW/4 NE/4

1319’ FNL - 60" FEL NE/4 NE/4
330" FNL - 1309’ FWL _ NE/4 NW/4
330’ FNL - 2583’ FEL | NW/4 NE/4

VILLAGRA BUILDING - 408 Galisteo ’ 2040 South Pacheco
- Farestry and Resources Conservation Division Oftice of the Secretary
P.O. Box 1848 87504-1848 - 827-5850
827-5830 . Administrative Services
Park and Recreation Division 827-5925
P.0. Box 1147 87504-1147 Energy Consetvation & Management
827-7485 827-5900
Mining and Minerala

827-5970

Oil Conservation
827-110



By the authority granted me under the provisions of General Rule 104 F.(1), the above-described
unorthodox oil well locations are hereby approved.

Sincerely,

AL

William J. LeMay

42 330’ FNL -'1192’ FEL 0 | A NE/4 NE/4
43 1330’ FNL - 1509’ FWL 10 F SE/4 NW/4
44 2310° FNL - 1309° FWL 10 F SE/4 NW/4
45 2310° FNL - 2583’ FEL 10 G SW/4 NE/4
46 2500° FNL - 1330° FEL 10 G SW/4 NE/4
47 2595°.FSL - 10’ FEL 10 1 NE/4 SE/4

50 1310’ FNL - 1300° FWL 11 D NW/4 NW/4

Director

WIL/MES/kv

cc:

0il Conservation Division - Hobbs

US Bureau of Land Management - Carlsbad




APPLICATION OF DEPCO, INC.

TO EXPAND ITS DUNN COOPERATIVE
WATER FLOOD PROJECT IN ARTESIA ' ' '

POOL IN EDDY COUNTY, NEW MEXICO. ~ - ADMINISTRATIVE ORDER WFX NO. 381

ADMINISTRATIVE ORDER
OF THE OIL CONSERVATION COMMISSION

Under the provioions'of Order No: R-2869-A,; Depco; Inci, has made appli-
cation to the Commission on October 16, 1972, for permission to expand its
Dunn Cooperative Water Flood Project in the Artesia Pool, Eddy County, New: Mexicod.

NOWQ on this 313t ddy of October; 1972; the Secretary-Director finds:
~ 1. Thht application has been filed in due form:

2. That satisfactory information has been - provided that all offset
operators have been duly notified of the application.

3. That no objection has been received within the waitihg period as
prescribed by Order No. R-2869-A.

4., That the proposed injection wells are eligible for conversion to
water. injection under the terms of Order No. R-2869-A.

5. That the proposed expansion'of the’above-referenced water flood
project will not cause waste nor impair correlative rights.

6. That the application should be approved.

.IT IS THEREFORE ORDERED:

That the applicant, Depco, Inc., be'ahd the same is hereby authorized
to inject water into the Queen, Grayburg, San Andres formation through the
following described wells for purposes of secondary recovery, to wit:

Dunn "B" Well No. 8 located in Unit O of Section 12,
nunnngB" Well No. 15 lgggggg in Unit E of Section 10,

= ——————d
—_

—_—a.n

>







