ARALEX

Resources, Inc.

607 10th Street, Suite 208

P.O. Box 338
Golden, Colorado 80401 | | \gnacio, Colorado 81137
(303) 278-7505 ‘ o ) ‘ (970) 563.4000°
FAX (303) 278-7520 C - August 1, 1995 ‘ !

‘ FAX (970) 563-4116

CERTIFIED MATI, - RETURN RECEIPT REQUESTED

'State of New Mex1co
Energy, Minerals & Natural
Resources Dept.

0il Conservation D1v1s1on
-2040 S. Pacheco. .

Santa Fe, NM 87505

Attn. Mr. Michael Stogner

RE: Appllcatlon for -~ Non-Standard
Proration Units o L
~Township - 26 North, Range 13 West
‘Sections 18 and 19 o L
‘San Juan County, New Mexico

."Dear Mr. Stogner:

Per our letter of May 22, 1995, and our subsequent
telephone conversation, enclosed again please find copies of
the APD's for the four wells which are to be dedicated to the
four subject units. Please approve these applications as
soon as possible. ' ‘

If you have any questions or need anything further,
please do not hesitate to contact me at the Golden telephone
number shown above.

Sincerely,
'MARALEX RESOURCED, INC.

Jennyifer A. Ritcher, CPL -
-Land” Manager

Enclosures




Form 3160-5 ' UNITED STATES

FORM APPROVED
{Junc 1990) DEPARTMENT OF THE INTERIOR

‘Budget Burcau No. 1004-0135 -
Expires: March 31,199)

j...l}‘{\c Designation and Scrial No.
- NM| 013492

BUREAU OF LAND MANAGEMENT 1!

SUNDRY NOTICES AND REPORTS ON WELLS T

Do not use this form for proposals to drill or to deepen or reentry to a different reservoir.
Use “"APPLICATION FOR PERMIT—" for such proposais

G.BI:Lndian. Allotice or Tribe Name
3
-

7. I Unit or CA, Agrcement Designation
SUBMIT IN TRIPLICATE
t. Type of Well .
31“ D 31':u D O(her 8. Wcrll Name and No,
2. Name of Opcerator W ""‘BISTI 26—13-19 #2
SG INTERESTS I. LTD : 9. APL Well No.
3. Address and Telephone No. , 30"?045 29087
. PO Box 338, Ignacio, CO 81137 (303) 563-4000 10..Field and Pool, or Exploratory Arca

4. Location of Well (Footage, Sec., T., R., M., or Survcy Description) BaSl‘n Fruitland Coal

' ll.\Co\mty or Parish, Statc

1190' ‘FSL, 1190' FWL (SWSW) Sec 19—T26N—R13W %
2 San Juan, New Mexico
1. CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION TYPE OF ACTION
D Noticc of Intet D Abandonment Change of Plans
),,'_ Recompletion . New Construction
D Subsecquent Re'l‘):on D Plugging Dack Non-Routine Fracturing
N Casing Repair Water Shut-Off
D Final AbaMoyﬁcnl Notice Altering Casing Conversion o Injection

oncrRequest for Extension E] Dispose Water
Of APD approv al , (Note: Report results of multiple completion an Well

+ Completion or Recampletion Repost and 1.0g (orm.)
13. Describe Proposed or Completed Operations (Clearly state all pestinent details, and give pertinent dates, including cstimated date of starting any proposed work. If well is dircctionally drilled,
give subsurface Ioca(ions and measurcd and teue vertical depths for all markers and zones pertinent o this work.)*

An APD approved February .8, 1994 was extended to August 8, 1995, SG did not drill this

SG is requesting‘ that APD approval be extended another six months to ,g ve us add1t:10na1
time to drill this well.

Ul

. 'c::
All drilling plans, proposed access roads, ets., remain the same as- 1n~the erginal APD.

All stipulations and conditions will be followed as stated in the app ed A‘PD, ;3:
, . = M
o o ZTZ
o i
e ‘—G Lo}
&
AL EXPIRES __JAN 3 0 1086 < .
Agent for SG. Interests, I Ltd
e Production Technician % pawe June 21, 1995

(This space for Federal or uic ol |ce"usc) Hj—’ i~ Vg /{J Y, [’.‘Z w

Approved by Title T T
Conditions of approval, if any: P .

o U ANIA A
Title 18 U.S.C. Scction 1001, makes it & crime for any person knowingly and willfully to make 1o any department or agency of the United States any falsc, fictitious or fraudulent statements
or rcpresentations as to any matter within its jurisdiction,

n.on Roverse Side
PRCAA R



{Yorme~'y 9--3310C)

= ; vv'~"""1'r‘P -
. DEPAR l"ri /l = A NS g 5. LEASE DESIGNATION AND SIRILL Nu.
BURH Wi @MEM *\/\\ ENT
' : .
APPLICATlON FOR PE M‘l TO DRILL, ,pEE‘aL NI OR PLUG BAK
la. TYPE OF WORK H:b V1990 LJ ' i _ )
DRILL [x] DEEPEN [, PLUG BACK [J
b. TYPE OF WELL . — sCimpry
, cag i KINCL CLTIPLE i
Ve O . FARMINGTON s} &0 s O
2, NAME OF OPLRATOL -
. . o e (505) 225-5599
SG INTERESTS I/MARALEX RESOURCES, TNC. .
3. ADDREXBS OX OPLRATOR . .
PO Box 421, Blanco, NM 87412-0421 w.wmoawlvw,M\wwrw
1. LOCATION or WELL (iteport locatlon clearly and In nccordance with uny State requirements.”) Ba Sl'(\ F_r1u 7. "nd Coal
At surince 11, SEC., Tl M., 0R
1190" FSL, 1190' FWL (SW SW) Sec 19-T26N-R13W AND SUBYEY On A
At proposed prod. zone
Same
14, BIKRTANCE IN MILEZE AND DINECTION FEOM NYAREST TOWN QO o8y Oryicsn?
Approx 20-1/2 miles southeast of Farmington, NM |
15. DISTANCEL rit0M PHROFUBLD® b LG, NO. LF AURES IN LEASE i 17, No, or .\c{r.fzs’ ASSIGNED
LOCATION TO NEAREST \ i TO TIIS WILL
PROPEETY OR LEASE LINE, FT. f ‘ "
(Also to nearest drlg. unlt ilne, If any) 1190 { 2320 I 320 :
18, DISTANCE YROM I'ROI'OSED LOCATION® 19, PROTVOSED DEPTH 20, ROTARY On CALLE TOOLS
TO NEAREST WILL, DRILLING, COMPLETZED, . ]
OR APPLIED YOR, ON THIS LZASE, FT. 680" | 1797 ‘. Rotary
21, 2LEVATIONY (Show whether DIS, RT, GI, ¢lc.) : i 22, Al‘l'u();. DALE WORM Win
i .
GL 6522 This astien 15 subiact 5 teehninal gn | UponZiBLYM Avpproval

24,

and 8ppeal pursupnt 1o 43 CER-31e5

Procedural revic piropnaity GOSTIR BYREOEMEN

A IRILUING OFE .<ATIU‘NSTUW’UVW

NG PROC
\nw.pu.) (IJ!P! IANCE WITH ATTACKED

SIZE OF ROLE

4
A5 T 23

8172y OF CAYING WEICHT PER Y207 ‘ SETTINGC DEDPTIH \“!.!“L i ﬂ!rgllh”“\"‘
8-3/4" 7" 208 3=55 120" 50 SK Cass B
6-1/4" -1/2" 10,58 J-55 | D __ RS5O X CUAS 8B
Maralex Resources, Ingc. preopogces to drill a vertical we’lvgo develop

the Fruitland Ccal Tormation at the ahove described
and surface use programs

with

An archaeological survey will

sites.

ALl
no right-of-way

IN ANOVYE 8STACE DESCRIBE TROTOYED I'MOGIAM @

the attached -dxilling
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APPROVYED RY

CONDITIONS OF APPROVAL, 1¥ ANY :

Title 18 U.S.C. Section 1001, makes it a crime for any person knoivingly and willfully to
United States any false. fictitious or fraudulent statements
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1.

“

Zi o
]
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4.

Estimated Tops of ITwportant Geologico Markers:

0jo Alamo '
Kirtland :
Fruitland ’
Fruitland Coal '
Pictured Cliffs '

Estimated depths of anticipated wator, oil, gas, or mlhor‘m~nu111

bearimg formations which are expected o be encountered:

Water and Gas 1477 ; Water 1622

Minimum RPlowout Control Svecificanions:

Double ram tLvpe 3000 psi working pressure BCOPR with a"ht“11nq
head. See the attached exhibits {(#1 through #3) formde ails
on the BOP eguipment. ALY ram tvpe preventers and., ;eﬁdtec
equipment will be hvdraulically tested at nlpwln—vo aﬁd atter
any use under pressurce to L0000 psi. The blind ram-wlll he
hvdraulically activaraed and choeoked for erational readluufv
cach time pipe is pulled out of the 1(!& All VHovk‘
BOP stack and eguipment will be noted on the daily £
report. The BOP equipment will dnclude a kelly COCﬁ’
safety valve, and choke manifold all rated to 3000 psh

Supplementary Information:

Cementing of both suvrface and production strings d ‘casing
will be accomplished iv separate sgingle stage opepations.
All cement voluwes are calculated to cilirculate ém nt to

5
s
(&

..a‘

surrace.

Casing Cement Tvoe and Volumes Casi

7", 20§, J-55 50 Sx Class
W /l’m Cadl
(59 cu.

3 ﬂontr:;L

and fifth
4\’ h,

4-1/2",10.5%#,3-55 Class B w/7% Standard guide = shoe
t — EAYa - o . ~ - -7 , n
plus 100 and f£loat collaraw/ten

Bow/2% CaCl  centralizers %pyced out
ft.) to  just  above e  Ojo
Alamo gand on everv other

joint starting won the

1 hotiomn ]uiu;.
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Proposed Circulating sediuvm:

hole will be drilled wi

muda .

The surface
fresh water

dispersed frecsh water mud. The
barite. The maximum mud weight
water Jlogss will be reduced to less t
the Fruitland.

hlanned
rav,
15

tools are
gamma

T.D.

No cores or drill stem
suite of logs, inciuding

resistivity, will be run after

The maximum expected bottom
pressure will be contained as gspeci
potential hazards avre anticipated.
Optimum solids control equipment will be
good shape.

Che will Dbecgin

Construction of waellpad

approved.

.

welghting material i

[ “

reached.

hoa gel and line

non-

5.0 The
han 10 cc at thélitop of

i
Lk AT

fall
and

for this

density

This
~other -

18

950 psii
No. 5 )\

above.,

ed to kKeep the .11
ag soon  ag is
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SG INTERESTS I/ MARALET “ESOU URCES, INC.

WEST BISTI 26-13-19 Neo. 2
1190"'" FSL, 1190' FWL
SEC 19-T26N'R13W
SAN JUAN COUNTY, NEW MEXICO

ADJUSTABLE CHOKE : ' nY NOMIENAL

T BT

N,

STACK QUTLET

_
L T
Pl '|J —
(L v \ §
ADJUSTABL 01(5__/:‘ I~ o NOMINAL

olie el H . Arpaamt b b ey — .
UPPER KELLY COCK 'V AL VE WITH HANDLE AVAL

SAFETY.VALVE AND SUBS TO FiT-ALL DRILL
ABLE '

N USE WILL BE AVAIL

s ey
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6.

The new location will be iwmediately adjavsw« Lo an

RESOURCES
NO. 2
Fwl,

RLISW

W MEATCO

Existing roads and aring wells are shown on Attached P1a

OXL#tln
road and no new road congstruction will be “WUJPGG
the location. The exislting acoess TOs
leagt the current condition to provide
proposed well.

See No. 1.

sAduction facilities
ached Plat No. 2.

The location of the anticipatbed p

oft the well pad ave shown on ALC

Water will be Fruitiand Ceal Seam produced water,
nearby existing well:

o
Materials for the construction of ihe location 0
limited to the materials 1te. Fill material will be ta

, B y
material taken out of

All waste materials will be buried mn_]ocﬂtbwu
will be allowed to dry and then spread evenly in the resg;
and buried. Garbage and nonflammable waste produced du¥ing the
drilling or testing will be handled in a traxh Hin. Afl filui dﬁ
will be handled in the reserve pit. Filuide
evaporate before the reserve pit isg rﬁclnjmoq.
will be fenced on three sides while the drilling rig is
with the fourth side being L«
drilling rig.

ey

i

enced immediately upon remova

No camp or airscrip will be constructed for the drilling
well.

The well site Lavoul Lo ahown on Attached Plat No. 3.

The location will he cleaned up, the rsserve pit will be f@’ 2l and
leveled after drying, the unused portion of the locatio ) be

reseeded with geed mixture ~o. 2, all permanent

equipnent will be painted BLM tan, and the road and 1ooa¢
he maintained until such time as the well 1g abandoned.




11. The surface is owned by the Uniteaed

the Navajo Tribe.

s
[\

The primary

location. An archaeologloe
report detailing the survey

archaeclogist to the BLM. The
- the Sur
to beginning conslruction of

with an approved copy of
prior

=
[o%)
.

Operator's Reprugentative:

A, M. (Mickev) O'Hare
-P.0O. Box 421

B1 anco, N 87412-0421
{505) 325 *):Uq

Certificarcion:

I hereby
supervision,
that I am familiar with the cond
statements made in this plan are.
correct; and that the work assc

certliy  that

will be performed byv SG Interwﬁrﬂ
1ts contractors and subconty tors

terms and conditions undeyr

surface nse iz for
has been spotted so as Lo minimize
nearest dwellings are several mniles
survey  1s

..L. £

_(1( [ U

have incgpected the r%womsed well

Ltd.,J?L
conformity
which it

sone: Mt o |

. Reimers,
ﬁaralex Regources, ITha.

Agent for S8G Interests I, Lud.

Engineering Mar.

Stateg of America,. 1in

farming and g

Ea
damages Lo
from this

¥w> submitte

e Plan

O pPersons
which

with oper

alex

approved

!
Date: CZ?% g
/

JeLl)

fae contrachu;
: and any
the location.

site
currently ex
*u@ best of my Know 7

atjonn

witn ths

for

¥ -4 .
a/qu The:dlocation

the surfag The

and a
“rom  the
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stipulations

conducted
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and nfcé s route;
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12 and
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- PLAT NO.2
FACILITIES SCHEMATIC |
) > GAS SALES
TANK BATTERY { PROD. UNIT \,
WELLHEAD
‘ MARALEX RESOURCES INC
WEST BISTI 26-13-19 No. 2
1190" dmﬁ 11907 FWL
SEC 19, awm:, R13W
COUNTY, NEW MEXICO

SAN JUAN




PLAT NO.3
EMATIC

Pipe Racks

ﬁ Hog anwmy @msmw%ow

Engine & - & Fuel Tank
Draw Works

Cat Walk

: : Mud 150°
Mud Pit Pump
10° Reseve
, Pit MARALEX RESOURCES INC.
WEST RISTI 26-~13-19 No. 2
g 80° 1190' FSL, 1190' FWL
. SEC 19, T26N, R13W
E SAN JUAN COUNTY, NEW MEXTCO



POV T

COMPANY: MARALEX RESOURCES
LEASE: W. BISTI 26—13—19 NO. 2
FOOTAGE: 1190 FSL, 1190" FWL

SEC.:_l.g_____., TWN: _T.26 N. , RNG: R.13 W. .NMPMT
ELEVATION: 69522

(W)
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5 B8O'x40* & il
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& Daggelt durveymmg, Inc.
<
3639 E. J0th, Strest Suite XQ:.“W Pb. (605) 32861772
Farmington, New llixhy 87401




BLM CONDITIONS OF APPROVAL

£
Mt
I

Operator _SG Interests I/Maralex Resources, Inc. Well Name 2 West Bisti 26-13-19

1.“

Legal Location _1190° FSI./1190’ FWL, T. _26 N. R. 13 W Sec. 19

Lease Number _ NM-013492 Field Inspection Date 1'- 09/93

o
i

The following stipulations will apply to this well unless a particular Surface Managing Agency or
private surface owner has supplied to BLM and the operator a contradictory environmental
stipulation. The failure of the operator to comply with these requirements may result in the
assessment of liquidated damages or penalties pursuant to 43 CFR 3163.3 or 3163.4. A copy of these
snpulatxons shall be present on location during construction, drilling and reclamatlon\actlvuy

An agreement between operator and fee landowner will take precedence over BLM surface
stipulations unless 1) the BLM determines that the operator’s actions will affect adjacent Federal or
Indian surface (43 CFR Part 3160), or 2) the operator does not maintain the well area and lease
premises in a workmanlike manner with due regard for safety, conservation and appearance (43 CFR
Part 3162.7-4), or 3) no such agreement exists (43 CFR Part 3160), or 4) in the event of well
abandonment, minimal Federal restoration requirements will be required (43 CFR P@rt 3162.7-2).

as agreed upon during on-site inspection.

4. The final cut slope shall not exceed a 3:1 ratio. The final fill slope shall not exceed a 3:1
ratio. To obtain this ratio, pits and slopes shall be backsloped into the pad upon completion of
drilling and prior to setting production equipment. Construction slopes can be much;steeper during
drilling, but will be contoured to the above final slopes upon reclamation. e

5. Paint color tan seed mix 4 .
Pure Live Seed (PLS) = Germination X Purity. Recommended Seed Mixture (PLS) for BLM
administered lands is for the hand seeding rate. For drilled seed, the PLS rate rnayﬂfp;e cut in half.

Seed Mix No. 4--NIIP

Indian Ricegrass . ... ... .. .. .. ... .
Sand Dropseed . . ... ... .. .. ... e
Galleta . ... ... ... . . . e i

I. LOCATION AND ACCESS ROAD

A. Well area and lease premises will be maintained in a workmanlike manner with due regard
- to safety, conservation and appearance. All liquid waste, completion fluids and dnllmg products
B?




approved access road. ,;.f:;a

C. Mud pits and blow pits will be constructed so as not to leak, break, or allow discharge of
liquids or produced solids. At least half of the capacity of reserve pit must be in cut. The top of the
outside wall of reserve pit should be smoothed-off with a minimum of one blade of width. The pit
should have adequate capacity to maintain 2 feet of free board. Pits are not to be located in natural
drainages. Pit walls are to be "walked down" by a crawler-type tractor following construction and
prior to usage. Any plastic material used to line pits must be removed to below-ground level before
pits are covered. The final grade of reserve pit (after reclamation) shall allow for dramage away
from the pit area. 2

D. All unguarded pits (reserve/production/blow pits) containing liquids will be fenced with
woven wire. Drilling pits will be fenced on three sides and once the rig leaves location, the fourth
side will be fenced. All fencing must be a legal fence in accordance with New Mexico State Law.
Liquids in pits will be allowed to evaporate, or be properly disposed of, before pits are filled and
recontoured. (This office will be notified 24 hours prior to fluid hauling). Under no circumstances
will pits be cut and drained. Aeration of pit fluids must be confined within the pit area. Upon
completion of the well the reserve pit will be covered with screening or netting and remained covered
until the pit is reclaimed. All production pits 16 feet in diameter or larger will be_covered with
screening or netting. ’

E. No gravel or other related minerals from new or existing pits on Federal ‘land will be used
in construction of roads, well sites, etc., without prior approval from the Surface Managmg Agency.

F. Berms or firewalls will be constructed around all storage facilities sufficxent in size to
contain the storage capacity of the tanks, or the combined capacity of tanks if a rupture could drain
more than one tank. Berm walls will be compacted with appropriate equipment to:assure proper
construction. ;

G. All roads on public land must be maintained in good passable condition'“f‘?g‘

H. A proposed use of pesticide, herbicide or other possible hazardous chemlcal on BLM land
shall be cleared for use prior to application. i

II. CULTURAL RESOURCES (ARCHAEQOLOGY)

A. DISCOVERY OF CULTURAL RESOURCES IN THE ABSENCE OF MONITORING
If, in its operations, operator discovers any previously unidentified historic or prehistoric cultural
resources, then work in the vicinity of the discovery will be suspended and the discovery promptly
reported to the BLM District Manager. BLM will then specify what action is to be taken. If there is
an approved "discovery plan" in place for the project, then the plan will be executed. In the absence
of an approved plan, the BLM will evaluate the significance of the discovery and consult with the
State Historic Preservation Officer in accordance with 36 CFR Section 800.11. Minor recordation,
stabilization, or data recovery may be performed by BLM or a permitted cultural resources
consultant. If warranted, more extensive treatment by a permitted cultural resourc”ezgglconsultant may




be required of the operator prior to allowing the project to proceed. Further damage to significant
cultural resources will not be allowed until any required treatment is completed. Failure to notify the
BLM about a discovery may result in civil or criminal penalties in accordance W1th the Archeological
Resources Protection Act of 1979 (as amended). _:;;5;;:;

B. DISCOVERY OF CULTURAL RESOURCES DURING MONITORING: If monitoring
confirms the presence of previously unidentified cultural resources, then work in the vicinity of the
discovery will be suspended and the monitor will promptly report the discovery to the BLM District
Manager. BLM will then specify what action is to be taken. If there is an approved "discovery
plan" in place for the project, then the plan will be executed. In the absence of an approved plan, the
BLM will evaluate the significance of the discovery and consult with the State Historic Preservation
Officer in accordance with 36 CFR Section 800.11. Minor recordation, stabilization, or data
recovery may be performed by BLM or a permitted cultural resources consultant. If warranted, more
extensive treatment by a permitted cultural resources consultant may be required of the operator prior
to allowing the project to proceed. Further damage to significant cultural resources'-'wﬂl not be-
allowed until any required treatment is completed. .

C. DAMAGE TO SITES: If, in its operations, operator damages, or is found to have
damaged any previously documented or undocumented historic or prehistoric cultural resources,
excluding "discoveries" as noted above, the operator agrees at his/her expense to have a permitted
cultural resources consultant prepare and have executed a BLM approved data recovery plan.
Damage to cultural resources may result in civil or criminal penalties in accordance: w1th the
Archeological Resources Protection Act of 1979 (as amended). ~

II. RESEEDING AND ABANDONMENT

A. All surface areas disturbed during drilling activities and not in use for production
activities, will be reseeded the first July-September period after reserve pit has been filled in and/or
location abandoned. For producing locations, this should occur in the first 12 months after drilling is
completed. j;~
%, ’h’

B. After top soil has been placed on location, compacted areas of well pad will be plowed or
ripped to a depth of 12" before reseeding. The surface should be left rough to help retain rain fall.
All seeding is recommended to be done between July 1 and September 15. Seeding will be done with
a disc-type drill with two boxes for various seed sizes. The drill rows will be eight to ten inches
apart. Seed will be planted between 1/2 inch deep and 3/4 inch deep. The seeder will be followed
with a drag, packer or roller to insure uniform coverage of seed, and adequate compaction. Drilling
of the seed will be done on the contour where possible. Where slopes are too steep! for contour
drilling a "cyclone" hand-seeder or similar broadcast seeder will be used, after preparation of an
adequate seed-bed. Seed will then be covered to a depth described above by whateyer means is
practical. Mulching, excelsior netting and/or netting may be required on steep slopes

C. After seeding, remaining rocks and vegetation (trees, brush, etc.) should be placed on the
seeded areas using back hoes or rubber tired front-end loaders, so as not to detract from the natural
appearance of the area.

D. If, in the opinion of surface management agency, seeding is unsuccessful{ lessee/operator
may be required to make subsequent seedings. ‘




E. If, upon abandonment of wells, the retention of access road is not con51dered necessary for
the management and multiple use of the natural resources, it will be ripped a minimum of 12" in
depth. After ripping, water bars will be installed. All ripped surfaces are to be protected from
vehicular travel by construction of a dead-end ditch and earthen barricade at the entrance to these
ripped areas. (Reseeding of the affected areas may be required).




T'D SRR
United States Department of the Interior r——
AR
. . ?-;_
BUREAU OF LAND MANAGEMENT g0, e

Farmington Distwrict Office "
1235 La Plata Highway
Farmington, New Mexico 87401

;’IN REPLY REFER TO:

$162.3-1 (070)

New Mexico 013492
SWiSW} sec.

GENERAL REQUIREMENTS
FOR

In addition to those requirements set forth in the laws, regulations and Onshore Orders, these requirements
apply generally to all oil and gas operations on Federal and Indian leases. They apply specifically to the
above-described well. Special requirements that apply and are effective for this well, if any, are
check-marked in Section VII of these General Requirements. The failure of the operator to'comply with
these requirements and the filing of required reports will result in strict enforcement of 43 CFR 3163.1 or
3163.2. :

I. GENERAL

g
A. Full compliance with all applicable laws, regulations, and Onshore Orders, with the approved
Permit to Drill, and with the approved Surface Use and Operations Plan is required. Lessees and/or
operators are fully accountable for the actions of their contractors and subcontractors. %fs

B. Each well shall have a well sign in legible condition from spud date to final aband&‘iment The
sign should show the operator’s name, lease serial number, or unit name, well number, location of the
well, and whether lease is Tribal or allotted, (see 43 CFR 3162.6(b)). K ”2;

C. A complete copy of the approved Application for Permit to Drill, along with any Conditions of
approval, shall be available to authorized personnel at the drill site whenever active dnlhnﬁ‘opetanons are
under way. e '@;};(

D. For Wildcat wells only, a drilling operations progress report is to be submitted weekly from spud
date until the well is completed and the Well Completion Report (Form 3160-4) is filed. The report
should be on 8 1/2 x 11 inch paper, and each page should identify the well by; operator’ sgmme well
number, location and lease number. B

E. As soon as practical, notice is required of all blowouts, fires and accidents mvol /I
life-threatening m_;unes or loss of life. (See NTL-3A).




[II. DRILLER’S LOG
A. The following shall be entered in the daily driller’s log:
1. Blowout preventer pressure tests, including test pressures and results.
2. Blowout preventer tests for proper functioning.

3. Blowout prevention drills conducted.

4. Casing run, including size, grade, weight, and depth set.

5. How pipe was cemented, including amount of cement, type, whether cement cxgi;:ulated to
surface, location of cementing tools, etc.. et

6. Waiting on cement time for each casing string.

IV. GAS FLARING

A. Gas produced from this well may not be vented or flared beyond an initial, authorized test period
of __* days or 50 MMcf following its (completion) (recompletion), whichever first occurs, without the
prior, written approval of the authorized officer. Should gas be vented or flared without approval beyond
the test period authorized above, you may be directed to shut-in the well until the gas can be captured or
approval to continue venting or flaring as uneconomic is granted, and you shall be required to compensate
the lessor for that portion of the gas vented or flared without approval which is determined 0 have been
avoidably lost.

* 30 days, unless a longer test period specifically is approved by the authorized ofﬁéer The
30-day period begins when the casing is first perforated for cased holes, and when Total Depth (TD) lS
reached for open hole completion.

V. SAFETY
A. All rig heating stoves are to be of the explosion-proof type.

B. Rig safety lines are to be installed.

C. Hard hats must be utilized.

VI. CHANGE OF PLANS OR ABANDONMENT h
'14

A. Any change of plans required in order to mitigate unanticipated conditions encounﬁcred during
drilling operations, will require approval as set forth in Section L.F.. @1&

B. If the well is dry it is to be plugged in accord with 43 CFR 3162.3-4, approval of the proposed
plugging program is required as set forth in Section I.F.. The report should show the total cpth reached,
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Lessee shall carry on all operations in a good and Qﬂl‘l&\mﬁ.‘ﬂe’]Cm‘hq%ﬁr in
accordance with approved methods and practices. i '

Lessee shall abide by and conform to appropriate provisions of Titles 25, 36 and
43, Code of Federal Regulations, and any and all other applicable regulations and
manuals of the Secretary now or hereafter in force relative to surface leasing,
rights-of-way and oil and gas leases (including the National Environmental
Protection Act, as amended, and National Area Environmental Protection

guidelines; the National Historic Preservation Act of 1966, as amended, and -

Archaeological Resources Protection Act, hereinafter referred to as"NEPA, NHPA,
ARPA and other applicable laws, 36 CFR 800 and 43 CFR 7). e

a. Prior to issuing any cultural clearance, the Bureau of Land
Management shall consult with the Navajo Nation Higtoric
Preservation Department, P. O. Box 2898, Window Rock, Arizona
86515, and provide copies of all historic preservation related
documents associated with an undertaking. The Navajo :iNation
contracted under Public Law 93-638 the 'Navajo Area - Archaoology""'
Office.

b. Prior to entry upon the land or the disturbance of the surface
thereof for drilling or other purposes, Lessee shall submit a
development plan for surface use to the Area Manager, PFarmington
Resource Area, Bureau of Land Management, 1235 La Plata Highway,
Farmington, New Mexico 87401. An Environmental Analysis will be
made by the Bureau of Land Management in consultation with the BIA
Navajo Area office for the purpose of ensuring proper protection of
the surface, the natural resources, the environment and existing
improvements, and for assuring timely reclamation of disturbed
lands. Upon completion of said envirommental analysis, the 0il and
Gasg District Manager shall notify Lessee of the conditions to which
the proposed surface disturbing operations will be subject. (Note:
Prior to start of operations, Lessee shall furnish a copy of its
development plan and Bureau of Land Management conditions to the
BIA. The BIA reserves the right to require site sgpecific
archeoclogical surveys and environmental reviews on tracts selected
for development prior to giving concurrence to proposed actions(s).

The BIA will consult with the Navajo Nation prior to concurring in
such actions.) -i

The Lessee shall not use or permit to be used any part of said leased land for

any unlawful conduct or purpose whatsoever. Lassee will not use or permit to be

used any part of said leased land for the manufacture, sale, gift,

event any representative of Lessee or its contractor or subcontractor, employed
in connection with the operations on the lease premises shall be responsible for
any of the unlawful acts described in this clause, the Bureau of Land Management
shall give Lessee information as to such violation(s) with a copy of the notice
to BIA and the Navajo Nation. Lessee shall immediately take steps. to cure the
violation, including the termination or transfer of such employae. [25 CFR
162.5(g) (3); 18 U.S.C. Sections 1151, 1154 and 1156, as amended] -

Except as otherwise stated herein, copiles of correspondence and notices shall be
mailed to the Bureau of Indian Affairs in care of the Area Director, Navajo Area
Office, Attention: Branch of Real Property Management, Bureau of Indian Affairs,
P. O. Box 1060, Gallup, New Mexico 87305-1060.

~transportation,  or-storage-of-intoxicating-liquors; beverages or-drugs. ~In the~ ~ == o
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-..all.pumping-equipment.-dinstalled -by Lessee-at -any -well..-ccw - uom.

'COMPANY: SG Interests I7Ms lex Resources, Inc. LEAS '0.: Federal NM-013492
' WELL NAME: _2 West Bisti » 13-79 FOOTAGE : -/0'FSL7/TTO0TFWL
SEC: _19 ., T26 N, R13 W COUNTY: San Juan , STATE:__NM

NAVAJO NATION STIPULATIONS
Surface Management Stipulations

The surface ownership of lands contained in this lease may be all or partly
managed by the Navajo Tribe. Site specific rights-of-way clearances and/or
inventories may be required prior to entry upon the surface for operation of the
leage holdings. Prior contact with the Navajo Nation will be required prior to
operations beginning. All applicable laws of the Navajo Nation (including tax

laws, water codes, requirements of Environmental Protection.Administration, etc.)

shall be complied with by the Lessee. ,ﬁ
The Navajo Nation requires a copy of complete exploration and development data
(drilling logs, seismic data, etc.) obtained by the Lessee on the subject lands
will be provided to the Navajo Nation at no cost. All materialsidata will be

held confidential as described in 43 CFR 3162.8. i

Navajo grazing rights to the surface of the lands so leased shall be protected,
and the Nation’s rights respectlng the use of water shall be unimpaired.

Lessee shall not obtain water for use in drllling from Indian owned wells, tanks,
springs, or stockwater reservoirs without prior written permission from the
Navajo Nation. Lessee ghall not drill any water wells for its use without prior
written consent of the Navajo Nation and the Area Director. ﬁﬁ
Lessee shall compensate the Navajo Nation and itg grazing permittees (if any),
for all surface use(s) as well asg dJdamages to crops, buildings, and other
improvements of surface landowner, including loss of grazing lands, occasioned
Ly the lessee’s operations except that the lessee shall not be hald responsible
for casualties occasioned by causes beyond the lessea’s control. :Compensation
for surface use shall be negotiated by lLessee and the Navajo Nation and will be
:ased upon the duration of activity on the land.
Lessee shall not drill any well within 500 feet of any house, structure, or
reservoir of water without the Navajo Nation’s written consent. ﬁ
e
Lessee shall bury all pipelines crossing tillable lands below plow%depth unless
other arrangements are made with the Navajo Nation.

Upon the request of the Navajo Nation or if so required by the Area Director or
his authorized representative, and under the direction of the District Manager,
Bureauv of Land Management, Lessee shall condition any well drilled which doces not
produce oil or gas in paying quantities, but which is capable of producing water
satigfactorily for domestic, agricultural, or livestock use by the Navajo Nation.
Otherwise, after the expiration or termination of the lease, Lessee shall remove
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