oy | A N 105
g‘/{j N'M O” COha.sa%ﬂm{aTE* FORM APPROVED

Form 3160-3

Tely 1992 ¥ i ions on OMB NO. 1004-0136
Uty ) UNITED S}ﬁ%‘g W- G I an@%ws Expires: February 28, 1995
DEPARTMENT OF Tm.ﬁa,l W 882 1 0 5. LEASE DESIGNATION AND SERIAL NO.
BUREAU OF LAND MANAGEMENT NM 106714
APPLICATION FOR PERMIT TO DRILL OR DEEPEN 0. fFINDIAN. ALEOTTEE, OR TRIEE RAME
la. TYPE OF WORK .
DRILL X DEEPEN [] 7. UNTT AGREEMENT NAME 3 &~ 7@
b. TYPE OF WELL - East Shugart Delaware Unit
Wi B gas o OTHER o [ RECEIVED |5 FARMOR LiASE NAME, WhLL NO.
7 NAME OF OPERATOR . Well # 25
St. Mary Land & Exploration Company yX-X4 4{,25’ JUL 1472005 [oarwewo
3. ADDRESS AND TELEPHONE NO. . i i GPF:MTSQ 3 3o -0t LYl
580 Westlake Park Blvd., Suite 600, Houston, TX 77079; 281 677-2800 : 10. FIELD AND Pool,, Olt WILDCAT
4, LA?%QE?& OF WELL (Report location ciearly and In accordance wﬁhoa;ysﬁ;tate ;equlrements,: ) Sh;]gart; Delaware East
250'FNL & 1125'FYL, Lot# ¥ andard Location RS iRV R
At proposed prod. zone
proposed p SUBJECT TO LIKE APPROVAL BY STATE | __ jgf 1185, R31E
T4. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE® 12, COUNTY OR PARISH | 13. STATE
8 miles South of Maljamar Eddy NM
T3. ‘L’LSJA‘}IS";, l;%olﬁaE it;g;gsm' 16. NO. OF ACRES IN LEASE 17.‘ ¥8’ _19}5 g%lgisLASSIGNED
1 gﬁﬁ%ﬁ%ﬁﬁuﬁme, Ifany) 1125 1280 20
T3, BISTANCE FROM PROPOSED LOCATION® I9. PROPOSED DEPTH 20. ROTARY OR CABLE TGOLS
TO NEAREST WELL, DRILLING COMPLETED,
OR APPLIED FOR, ON THIS LEASE, FT. 150" 5550 Rotary
22 APPROX. DATE WORK WILL START"

21 BLEvaTioNs (Show whether DF, RT, GR, etc.)

3716 7-7-05
3 PROPOSED CASING AND CEMENTING PROGRAM  (Mgmflan Controliad Water Bash
SIZE OF HOLE GPADE oF SIZEQFCASING WEIGHT PER FOOT SETTING DEFTH QUANTITY OF CEMENT )
12 /4" 8 5/8" 24# 850" 225+ sx PP (sufficient to circulate) MES'
7T 7/8" 512" 15.5# 5550 095sxCIC&H o

Plan to drill to 850' and cement with approx 225 sx PP w/2% CaCl2 .25#/sk celloflake mixed @ 14.8 ppg having a yield of 1.34 cu fi/sk. This is
100% excess and will be adjusted to actual setting depth using sufficient cement to circulate to surface.

Will drill t0 approximate total depth of 555¢, run 5 /2" casing to 'lgﬁrp&:%w thh éii%]gc&u ?8(1 330 sx Super H cement.

WOC. Prepare for completion.

Estimated duration for drilling & completion is 18 days JENERAL Raquaﬁﬁa&imm m
ion ing & ¢ on is 2 SPECIAL Sanmmm
This is a five spot waterflood unit. Bond # 6041872, ATTAGHED

Pits for drilling will be in compliance with BLM and OCD rules and reguilations. This is not an H2S area.

Form supplied by Carlsbad district office June 2005, . -
2 Uy Sa =

IN ABOVE SPACE DESCRIBE PROPOSED PROGRAM: If proposal is to de give data on present productive zone and proposed new productive zone. I f proposal is to drill or
deepen directionally, give pertinent data on subsnrface locations and measured and true vertical depths. Give blowout preventer prograrn, if any,

4.
SICNED ‘_:! 3 niree Alan D. Means, Operations Engineer parg &-13-05
(This space for Federal or State office use)
PER-M IT NO. APPROVAL DATE

Application approval does not warrant or certify that the applicant holds legat or Nuitable fitle to those rights in the subject lease which would entitle the applicant to conduct operations thereon.

ﬂﬂcf”j’y
=z FIELD MANAGER DATE JUL 1 2 2005

smoveosy_____ IS/ Joe G. Lara-
*See Instructions On Reverse Side APPROVAL FOR 1 YEAR

Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfirlly to make to any department or agency of the
United St;tes any false, fictitious or fraudulent statements or representtions as to any matter within its jurisdiction.

CONDITIONS OF APPROVAL, IF ANY:




Form C-144

i State of New Mexico
625 N. Frepah Dr.. I I obbs, NM 88240 . N .
‘ és:gd_um ° Energy Minerals and Natural Resources June 1, 2004
130! W..Onand Avenue, Artesie. NM 88210 R _ ., . .
. Distriet il : ; 4 . For dnilling and production facilities, submit to
*.. 1000 Rio Brazoz Road. Aztec, NM 87410 Oil Conserv. éhbn D“flsmn pn&g.gNM&D Diistrict Office. -
District IV ' 1220 South StgFrancis Dr. &fdownmam facilities, submit to Sante Fe
s [ OIfce
1220 8, 8¢ Francis Dr., Sants Fe. NM 87504~, Sanm Fe.j.' 87505
wmy —— : " . iy
Bit or Below-Grade Tank Registration or Closure
Is pit below-grade taok covered by a ™ eneral plan” Yes [ ] No
Tuepe of sction Registration of a pit or below-grade tank A Closures of a pit of below-grade tagk
Operatars St Maty Land & Exploration COmMpANy reieptone: e-mall address:
Address: _S_S_mES_ﬂakePaﬂ;Bmm,Houstou TX 77079
Facility or well name: East Shugart Delaware Unit  4pr4 pendmﬁgs UIL or QIriQI See T "
s EDND Latitudo Longitude NAD: 1927 [] 1983 ] Surfuce Owner Foderal X State [] Pivat=[] IndimD
Sec 19, T18S, R32E, Wells #24, ) : B
‘{ platsattached 455 418 425
Fit :
T'ype: Drilling X _Production [] Dispasat [ Volumie: bbI Type of fluid:
Workover B Emegency D Construction materiak
Lined [53 Unlined [ ] Double-wallad, with leak datection? Yes O i not, explain why not.
Linertype: Syntaetic X Trickness 12 mame Clav ] . ~ RECEIVED
Pit Volume 3500 gy u
Less than §00 foet @0 points) "M'_Hﬂeﬁ-J
Depth to grotnd water (ractioal dixmnce from botkon: of plt o omscnel £high i foct or toare, build Jess then 100 foct 20 potats) Qhu.m-l-ge! n
watcr ehovation of ground water,) 400°
: X0 feat o molp 100 ft. (0 polnts} g
Wellkoad " Yes @0 polnts)
oad protection ares: (Lovs than 200 fovt from a privels domestic
wrater souree, oF Jess then 1002 fet from nll other watcr sources.) Ne No { 0 points) 0
Distoneo to scrfas watsr: (harizontal dictance fo el wetlands, playas, Les than 200 fost (30 points)
200 foet or more, bot Jess than 1000 feet (10 polnts)
irrigation canaks, ditches, and perenuini and ephemeral waleropurses.)
[0t feetormers 1000 ft or more (0 points) ny
Banking Seore (Total Points) 0 Poinfs . . ]
; t and tanke. (2} Indicate disposal looafiom: (check &e'hmito_box -

Iz this np oil cloeupe, ( I ) attach o disgram of the facility showing the pit‘s relstionship to ether equip
you ars burying it place) onaite: [[] cffsite O 1t ottuite.name of facility {3) Attach & genersl description of ramcdial astion taken including,
remedistion sisrt dais =nd end date (4) Groundwater encountered: No 0 ves D If yes, show depth below ground susface FL and sttach sample results, {5}

Attach coll sample results and » dizgram of semple locations and excavations.

Additional Comments:
by
T heroby cartity that the information above is truc and compiste to the best of my knowledge and belief. 1 d PP hepbove-described pit or below-grade tank has
been/will byconsthucted or dosed sccording to NMOCD guidelines X . # genersi pennit, . p fatyd el [D-approved plan .
Date: ’ [
Alan D. Means, Operations Manager
Stgmtain A Lt

Printed Namé title -
Y our certification and NMOCD spproval of this xpplication/clesure docs not relleve the operator of liabllity shauld 1he contentd of the pit or tank contnminate gromnd water or
otherwize endanger public health or the environment. Nor does it relicve the operator of s responsibility for cumplisnce with any other fedaral, viate, ar local ewe and/or

Les-uum R
Approvak z "5 / Aﬂ @ g /‘W mmJUN 2 9 2005
\ P/ % LI

Privted Name/Titly




DISTRICT I

State of New Mexico

1825 N, FRENCH DR.. B08BS, NM 88240 hem.mmhmmlm:mmlﬂﬂ‘ Form C—10
Revised JUNE 10, 200
DISTRICT ‘H I OIL CONSERVATION DIVISION Submit to Appropriate District Offic:
nitiaeiae 1220 SOUTH ST. FRANCIS DR. e foee  § Cowee
DISTRICT [iI Santa Fe, New Mexico 87505
1000 Bio Brasos R4., Astec, NM 87410
v
e e g oa_ s . smesWELL LOCATION AND ACREAGE DEDICATION PLAT O AMENDED REPORI
AP1 Number Pool Code _ Pool Name
0Ye, SYAIE J}wqaf"f; ﬂe/q.warf_ East
Property Code Property Name Well Number
E.S.D.U. 25
OGRID No. Operator Name Elevation
ST. MARY LAND & EXPLORATION COMPANY 3718’
Surface Location
UL or 1ot No. Section | Township Range Lot Idn Peet from the North/South line Feet trom the Bast/West line County
A 24 18-S} 31—-E 250 NORTH 1125 EAST EDDY
Bottom Hole Location If Different From Surface
UL or lot No. | Section | Township Range Lot Idn Peet from the North/South line Feet from the East/West Line County
Dedicated Acres Iolnt or Infill Consolidation Code Ovder No,

Y0

Lateriooa OUni V-

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTI
OR A NON-STANDARD UNIT HAS BEEN AP

L ALL INTERESTS HAVE BEEN CONSOLIDATED
PROVED BY THE DIVISION

I

T 7 I
| DETALL g ! -
N 1125 —
3”700 3719.7°
r=——=—-= ] SEE /]
: : DETAIL
o0
| 1
_600" <
3722.2° 3716 |

|
|

|
GEODETIC COORDINATES

NAD 27 NME

Y=633137.7 N

X=658591

LAT.=32°44'22 31" N
LONG.=103'49'03.22" w

|
3E ’
|
|

—_—_b_—___

OPERATOR CERTIFICATION

!Mnby«nwmmwm
wmnmmwaum
bﬂlcfmthwww

Title

OS-15-05

Date

SURVEYOR CERTIFICATION

Ihmby“rmﬁdthcmubutbum
mthﬁptuwpbuadfnnnﬁddm!uof
sctual surveys made by wma or under my
fupervizon, and {hat the same fs true and
correct lo tha bast of my beliaf

AUGUST 5, 2004

Date S i JR
= ©. & S-t"u,
Signat 4 -G&Ii"ot_ ¢l”l
Profefplon on, Y
geetanal Megon, L
= s & (a7} %
Z re 0% 2
T : Z
(823 /0y

0778
N =

(A N =
Cerdf%pﬂo. . W 12641
i"hh\RGFE- ] \g‘a"f EIDSON 3239

L




SECTION 24, TOWNSHIP 18 SOUTH, RANGE 37 EAST, N.M.PM,

EDDY COUNTY, NEW MEXICO

3717.0° 600° 3719.6'
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!
| |
|
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——— —

T e e
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T e
— — s
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37222 &go0’ 3711.6°

DIRECTIONS TO LOCATION

A ROAD ON THE

WEST.
100 0 100 200 Feet
. — E£S.0.U 25 wrre
Scole 7 = 160" LOCATED 250 FEET FROM THE NORTH LiNE
AN 1125 FEET FROM THE EAST LNE OF SECTION 24,
P 18 SOUTH, RANGE 31 EAST, NM.PM,
mwm EDDY COUNTY, NEW MeEXICo,
JOHN %snme COMPANY Survey Dote:  08/05/04 | Sheel 7 of 7 shence
’”g:'“’,f“ WO._Number 04.11.0221 Or 8 7 rvero |Rev 1:04
i Date: 08,06/04 |Disk: cOf10 | 04110727 | Scate:1=100"




VICINITY MAP

SEC._24 TWP. 18-S RGE. 31-E

SURVEY N.M.P.M.

COUNTY EDDY ‘
DESCRIPTION 250" FNL & 1125" FEL
ELEVATION 3716"

ST. MARY LAND &
OPERATOR _EXPLORATION COMPANY

LEASE E£.S.D.U.
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LOCATION

VERIFICATION MAP
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SCALE: 1”7 = 2000’

SEC._24 TWP. 18-S RGE._31-E

SURVEY N.M.P.M.

COUNTY, EDDY
DESCRIPTION 250" FNL & 1125' FEL
ELEVATION 3716°

ST. MARY LAND &
OPERATOR _EXPLORATION COMPANY

LEASE E.S.D.U.

U.5.G.5. TOPOGRAPHIC MAP
GREENWOOD LAKE, N.M.

CONTOUR INTERVAL:
GREENWOOD LAKE, NM. — 10’

NORTE



Thirteen Point Plan for Surface Use

(Additional data for form 3160-3)

St. Mary Land and Exploration Company

E.S.D.U. #25

250 FNL, 1125 FEL; Sec 24, T18S, R31E

East Shugart Delaware Unit — Property Code 25743
Shugart (Delaware) East Field

Eddy Co., NM

NM-106715

1. EXISTING ROADS - A “VICINITY MAP” and a “LOCATION VERIFCATION
MAP” by John West Surveying are attached which show the location of existing roads
and the area topography.

The road log to the location is as follows:

a) From the intersection of State Hwy #529 and County Road #126, go South and
Southwest on County Road #126 for 4.1 miles to the yellow cattleguard.

b) Turn West through cattleguard and go 0.1 miles on caliche road, then go NW 0.3
miles then West 0.6 miles

¢) Go South 0.2 miles then SW 0.34 miles. Turn left (East) and go 0.9 miles to the road
on the left.

d) Tumn left (North) and go 500 feet.
d) Proposed location is 200 feet to West.
2. PLANNED ACCESS ROAD —Access will be directly from existing road.

LOCATION OF EXISTING WELLS - EXHIBIT B shows the location of other wells
within a mile radius of the proposed location.

4, LOCATION OF EXISTING OR PROPOSED FACILITIES — A fiberglass injection line
will be laid to the well from ESDU #20 injection facility, which is located 1289 feet to

the Northwest of the proposed location.

5. LOCATION AND TYPE OF WATER SUPPLY - All water (fresh or otherwise) needed
for the drilling and completion of this well will be purchased from a commercial source
and trucked to the location via the existing and proposed access road. No water source
wells will be drilled, and no surface water will be utilized.

6. SOURCE OF CONSTRUCTION MATERIALS - Construction material (caliche)
required for the preparation of the drill site is available from a local source 3 % miles



Nine Point Drilling Plan
(Supplement to BLM 3160-3)

St. Mary Land and Exploration Co.

ESDU #25

250 FNL, 1125’ FEL; Sec 24, TI8S, R31E

East Shugart Delaware Unit — Property Code 25743
Shugart (Delaware) East Field

Eddy Co., NM
NM-106715
1. The geologic surface formation is quaternary.
2. Name and estimated tops of geologic horizons
Yates 2400°
Queen 3500°

Grayburg 4020°
San Andres 4420°
Delaware 4575°

3. Protection of possible useable water will be achieved by setting 8.625” surface casing @
350°F7- and cementing it to surface. The Queen-Grayburg are oil and gas productive in
this area in addition to the targeted Delaware-Brushy Canyon. Isolation will be achieved
by setting 5.5” casing @ 5500” +/-, and cementing back to surface.

4. Specifically the casing string referenced in #3 above will consist of the following:
Surface: 8.625” 0D, 24#/ft, 55, STC, new pipe @ 850’+/- in 12.25” hole.
Production:  5.50” OD, 15.5#/ft, IS5, LTC, new pipe @5550°+/- in 7.875 hole

Cementing programs for the above casing strings are:

Surface: 225 sx Premium Plus w/ 2% CaC12, .25#/sk celloflake mixed at 14.8
ppg, and having a yield of 1.34 cu ft/sk

The above volume represents 100% excess over calculated hole volume, and will be
adjusted lo actual setting depth of casing. The slurries will be preceded by a fresh water
spacer, and displaced with brine water.



Production: (a) 365 sx Interfill C cement mixes @ 11.9 ppg and having a yield of 2.45
cuft/sk

(b) 330 sx Super H cement w/2.5]bm salt, 0.3% CFR-3, 00.3% Lap-1, 5
Ibm Gilsonite mixed at 13.2 ppg and having a yield of 1.63 cuft/sk

The above are Schiumberger products with 50% excess volume - actual volumes will be
adjusted to the open hole caliper of this wellbore. The cement slurries will be preceded
by 12 bbls cement wash for mud removal and displaced with fresh water. Equivalent
products from another vendor may be substituted for Schlumberger depending on

price/availability.

The well control equipment to be employed during the drilling of this well is as illustrated
on EXHIBIT A. This equipment includes a pipe and blind rams, an annular preventer
and a choke manifold of comparable pressure rating. Equipment will be rated for a
minimum of 3000 psi, and will be tested to 80% of that pressure rating prior to drilling

out of the 8.625 "surface casing.

It is anticipated that this well will be drilled to TD utilizing the fluids shown below:

0-850°: Gel/Lime “spud mud” 8.6-9.0 PPG. Utilize native solids to maintain
sufficient viscosity to clean hole. Mix paper as required to control
seepage loss.

850-5000°: Brine 9.9 -10.0 PPG. Circulate thru reserve pit for gravitational solids
solids removal. Add paper as required to control seepage loss.
Maintain pH using Lime,

5000-5550°:  Salt gel 10-10.01 PPG Confine circulation to steel pits. Discontinue

Lime, and mix starch for filtration control. Maintain water loss @ 10-15
cc. Sweep hole with Loloss at TD to clean hole for logging operations.

Auxiliary equipment will include an upper kelly cock valve, safety valve to fit drill pipe
and pressure gauges.

No drill stem testing is planned for this wellbore. Coring the Brushy Canyon is being
considered and may be proposed if economically feasible.

A one-man mud logging unit will be utilized from 3000 to TD to record geological tops,
collect samples, and monitor drilling fluids for hydrocarbons. GR/Caliper , Density
Neutron and Dual Induction Laterologs will be run at TD to evaluate porosity and
saturations. A cased hole GR/CB/CVL will be run during the completion for correlation

and to evaluate cement quality.



The estimated BHP at TD is not expected to exceed 1500 psi, and a BHT of 105 F is
anticipated. There is no H2S present in the hydrocarbons being produced from the other
wells in this section. Should such unexpected circumstances be encountered the operator
and drilling contractor are prepared to take necessary steps to ensure safety of all
personnel, and environment. Likewise, if a water flow is experienced while drilling
through the Penrose-Grayburg (which has an active waterflood) the appropriate steps will
be taken. Lost circulation is not expected to be a serious problem in this area, and hole
seepage will be compensated for by additions of small amounts of LCM in the drilling

fluid.

It is estimated that this well will be drilled and cased in 10-11 days. Drilling will
commence as soon after approval is received and services can be contracted.
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CONDITIONS OF APPROVAL - DRILLING

Operator's Name: St. Mary Exploration & Land Co.

Well Name & No. East Shugart Delaware Unit #25
Location: 250’ FNL, 1125 FEL, Section 24, T. 18 S,, R. 31 E., Lea County, New Mexico
Lease: NM-106714

------------------------------------------------------------------------------------------------------------------------------------------------------------

. DRILLING OPERATIONS REQUIREMENTS:

1. The Bureau of Land Management (BLM} is to be notified at the Carlsbad Fieid Office, 620 East Greene St., Carisbad,
NM 88220, (505) 361-2822 for wells in Eddy County in sufficient time for a representative to witness:

A. Well spud

B. Cementing casing: 8-5/8 inch _§-1/2 _inch

C. BOP tests

2. Unless the production casing has been run and cemented or the well has been properly plugged, the drilling rig shall not
be removed from over the hole without prior approval.

3. Submit a Sundry Notice (Form 3160-5, one original and five copies) for each casing string, describing the casing and
cementing operations. Include pertinent information such as; spud date, hole size, casing (size, weight, grade and thread
type), cement {type, quantity and top), water zones and problems or hazards encountered. The Sundry shall be submitted
within 15 days of completion of each casing string. The reports may be combined into the same Sundry if they fall within
the same 15-day time frame.

4. The API No. assigned to the well by NMOCD shall be included on the subsequent report of setting the first casing string.

lIl. CASING:

1. The 8-5/8 inch surface casing shail be set at approximately 850 feet and cement circulated to the surface. If cement
does not circulate to the surface the appropriate BLM office shall be notified and a temperature survey or cement bond log
shall be run to verify the top of the cement. Remedial cementing shall be completed prior to drilling cut that string.

2. The minimum required fill of cement behind the §-1/2 inch production casing is to reach at least 500 feet above the

top of the uppermost hydrocarbon productive interval,

lll. PRESSURE CONTROL.:

1. All BOP systems and related equipment shall comply with well control requirements as described in Onshore Oil and
Gas Order No. 2. The BOP and related equipment shall be installed and operational before drilling below the 8-5/8 inch
casing shoe and shall be tested as described in Onshore Order No. 2. Any equipment failing to test satisfactorily shal! be
repaired or replaced.

2. Minimum working pressure of the blowout preventer and related equipment (BOPE) shall be_2000 psi.
3. The appropriate BLM office shall be notified in sufficient time for a representative to witness the tests.

The tests shall be done by an independent service company.
The results of the test shall be reported to the appropriate BLM office.
Testing fluid must be water or an appropriate clear liquid suitabie for sub-freezing temperatures. Use of drilling mud for
testing is not permitted since it can mask small leaks.
¢ Testing must be done in a safe workman-iike manner. Hard line connections shall be required.

6/29/05
acs



