NEW MEXICO ENERGY, MINERALS and
NATURAL RESOURCES DEPARTMENT

BILL RICHARDSON Mark E. Fesmire, P.E.
Governor Director
Joanna Prukop Oil Conservation Division
Cabinet Secretary

February 18, 2005

RB Operating, Company
777 Main St., Suite 800
Fort Worth, TX 76102
Attn: Sandra Stiles

RE: RB Operating, Company: South Culebra Bluff 23 # 14, located in Unit N
(990’ FNL & 1650’ FEL) of Section 23, Township 23 South Range 28 East Eddy County,
New Mexico. API # 30-015-33607

Dear Ms. Stiles,

The New Mexico Oil Conservation Division (NMOCD) is in receipt of the regulatory reports for the
above noted well.

Please re-submit subsequent reports and indicate the pressure tests for both the 8 5/8” and 5 2" casing
along with the time conducted for each tests.

In addition, we have not received a complete set of logs, which were run. Please submit the CNL/LD log
Also, please calculate the maximum displacement of the well-bore as the deviation exceeded 5%.

If the maximum displacement exceeds the distance to the nearest outer boundary line of the appropriate
unit, then shut said well in immediately and run a directional survey in order to determine the location of
the producing interval

I have included the NMOCD Rules the your company is in violation of so that you and your company
review and understanding.

Please call our office if you have any questions regarding this matter.
19.15.3.107 CASING AND
TUBING REQUIREMENTS:

A. Any well drilled for oil or natural gas shall be equipped with such surface and intermediate casing strings
and cement as may be necessary to effectively seal off and isolate all water-, oil-, and gas-bearing strata and other strata
encountered in the well down to the casing point. In addition thereto, any well completed for the production of oil or natural
gas shall be equipped with a string of properly cemented production casing at sufficient depth to ensure protection of oil- and
gas-bearing strata encountered in the well, including the one(s) to be produced.

B. Sufficient cement shall be used on surface casing to fill the annular space behind the casing to the top of the
hole, provided however, that authorized field personnel of the division may, at their discretion, allow exceptions to the
foregoing requirement when known conditions in a given area render compliance impracticable.

C. All cementing shall be by pump and plug method unless some other method is expressly authorized by the
division.

D. All cementing shall be with conventional-type hard-setting cements to which such additives (lighteners,
densifiers, extenders, accelerators, retarders, etc.) have been added to suit conditions in the well.

E. Authorized field personnel of the division may, when conditions warrant, allow exceptions to the above

paragraph and permit the use of oil-base casing packing material in lieu of hard-setting cements on intermediate and
production casing strings; provided however, that when such materials are used on the intermediate casing string,
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conventional-type hard-setting cements shall be placed throughout all oil- and gas-bearing zones and throughout at least the
lowermost 300 feet of the intermediate casing string. When such materials are used on the production casing string,
conventional-type hard-setting cements shall be placed throughout all oil- and gas-bearing zones and shall extend upward a
minimum of 500 feet above the uppermost perforation or, in the case of an open-hole completion, 500 feet above the
production casing shoe.

F. All casing strings shall be tested and proved satisfactory as provided in Subsection I. below.

G. After cementing, but before commencing tests required in Subsection I. below, all casing strings shall stand
cemented in accordance with Option 1 or 2 below. Regardless of which option is taken, the casing shall remain stationary
and under pressure for at least eight hours after the cement has been placed. Casing shall be "under pressure” if some
acceptable means of holding pressure is used or if one or more float valves are employed to hold the cement in place.

(1) Option 1 Allow all casing strings to stand cemented a minimum of eighteen (18) hours prior to
commencing tests. Operators using this option shall report on Form C-103 the actual time the cement was in place
before initiating tests.

(2) Option 2 (May be used in the counties of San Juan, Rio Arriba, McKinley, Sandoval, Lea, Eddy, Chaves,
and Roosevelt only.) Allow all casing strings to stand cemented until the cement has reached a compressive strength of at
least 500 pounds per square inch in the "zone of interest” before commencing tests, provided however, that no tests shall be
commenced until the cement has been in place for at least eight (8) hours.

(a) The "zone of interest" for surface and intermediate casing strings shall be the bottom 20 percent of
the casing string, but shall be no more than 1000 feet nor less than 300 feet of the bottom-part of the casing unless the casing
is set at less than 300 feet. The "zone of interest" for production casing strings shall include the interval or intervals where
immediate completion is contemplated.

(b) To determine that a minimum compressive strength of 500 pounds per square inch has been attained,
operators shall use the typical performance data for the particular cement mix used in the well, at the minimum temperature
indicated for the zone of interest by Figure 107-A, Temperature Gradient Curves. Typical performance data used shall be
that data furnished by the cement manufacturer or by a competent materials testing agency, as determined in accordance with
the latest edition of API Code RP 10 B "Recommended Practice for Testing Oil-Well Cements."

(See Temperature Gradient - Page 17A)

H. Operators using the compressive strength criterion (Option 2) shall report the following information on
Form C-103:

(1)  Volume of cement slurry (cubic feet) and brand name of cement and additives, percent additives used, and
sequence of placement if more than one type cement slurry is used.

(2) Approximate temperature of cement slurry when mixed.

(3) Estimated minimum formation temperature in zone of interest.

(4) Estimate of cement strength at time of casing test.

(5) Actual time cement in place prior to starting test.

I All casing strings except conductor pipe shall be tested after cementing and before commencing any
other operations on the well. Form C-103 shall be filed for each casing string reporting the grade and weight of pipe
used. In the case of combination strings utilizing pipe of varied grades or weights, the footage of each grade and
weight used shall be reported. The results of the casing test, including actual pressure held on pipe and the pressure
drop observed shall also be reported on the same Form C-103.

(1) Casing strings in wells drilled with rotary tools shall be pressure tested. Minimum casing test
pressure shall be approximately one-third of the manufacturer's rated internal yield pressure except
that the test pressure shall not be less than 600 pounds per square inch and need not be greater than
1500 pounds per square inch. In cases where combination strings are involved, the above test
pressure shall apply to the lowest pressure rated casing used. Test pressures shall be applied for a
period of 30 minutes. If a drop of more than 10 percent of the test pressure should occur, the casing
shall be considered defective and corrective measures shall be applied.

19.15.3.111 DEVIATION
TESTS AND DIRECTIONAL WELLS:

(2) Excessive Deviation. 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. When the
maximum possible horizontal displacement exceeds the distance to the nearest outer boundary line of the appropriate
unit, the operator shall run a directional survey to establish the location of the producing interval(s).



19.15.13.1105 WELL
COMPLETION OR RECOMPLETION
REPORT AND LOG (Form C-105):

A. Within 20 days following the completion or recompletion of any well, the operator shall file form C-105
with the division. It must be filed in quintuplicate and each copy accompanied by a summary of all special tests conducted
on the well, including drill stem tests. In addition, one copy of all electrical and radio-activity logs run on the well must
be filed with form C-105. If the form C-105 with attached log(s) and summaries is not received by the division within the
specified 20-day period, the allowable for the well will be withheld until this rule has been complied with.

Re%tfully yours, :

Bryan G? Arrant :

PES

CC: Tim Gum-District Supervisor-Artesia

Daniel Sanchez-Compliance and Enforcement Manger-Santa Fe
Well File



