UNITED STATES
DEPARTMENT OF THE INTERIOR

\ BUREAU OF LAND MANAGEMENT
APPLICATION FOR PERMIT TO DRILL OR REENTER

ATS~0T7-17Y

FORM APPROVED

OMB No 1004-0137
Expires March 31, 2007

5 Lease Serial No

INMEE7293 5 AM 4679 3 (

6 Ifindan, Allotee or Tribe Name

1

i
la.\ Typeofwork- & DRILL

i
]

D REENTER

7 H Unut or CA Agrecment, Name and No

303783

8, Lease Name and Well No

ib Type of wett  [Douwell [ |Gas went [ Joter [ Jsingte zone [ JMuttipte zone  |Electra Federal #13
2 Name of Opesator “W—V_VII»LL CONTROLLED WATER DASIN 9 % Well No _
COG Operating LLC T AR/ T © -GIv - 35"{73

3a Address (
550 W. Texas, Suite 1300 Midland! TX 79701

3b PhoneNo (include area cade)
(505)685-4372

10 Field and Pool, or Exploratory
Loco Hills; Glonetta Yeso \\

4 Location of Well (Repurt locanon clealy andinaczormnce with any Stte yequurements ®)

i1 Sec,T.R M or Bik. and Survey or Area o

At surface 1741 FNL & 1060 FWL

Al proposed prod, zone 1650 FNL-& 990 FWL Sec 10 T17S R30E
14 Distance 1n miles and dircction from nearest town or post office* 12 County or Parish 13 State
2 miles north of Loco Hills, NM Eddy NM

15 Distance from proposed*
location to nedrest
property or lease line, £t
(Also to nearest drlg unit line, if any) 330

16 No. of acres 1n lease

640 40

17 Spacing Umit dedicated to tlus well

*
18 Distance from proposed location
to nearest well, drilling, completed,

apphed for, on this Jease,

660

1S Proposed Depth

6000

20. BLM/BIA Bond No on file

NMB000215

2 1. Elevations (Show whether DF, KDB, RT, GL, etc.)
3718 GR

22 Approximate date work will start*

1/22/06

2.3. Estimated duration
12 days

24. Attachments

The following, compleled 1n accordance with the requirements of Onshore O1l and Gas Order No. 1, shall be attached to this form.

1. Well plat certified by a registered surveyor
2. A Dofling Plan

3. A Surface Use Plan (if the location 1s on National Forest Systein Lands, the

SUPO shall be filed with the appropnate Forest Service Office).

4 Bond to cover the operations unless covered by an existing bond on file (see

ltem 20 above),

5. Operator certification
6 Such other site specific
authonzed officer

information and/or plans as may be required by the

Name (Priued/Typed)
Jerry W. Sherrell

Date
12/22/06

. fonsy- L]

Thtle
Production Clerk

Approved by (Signature)

/s/ James Stovall

Name (PpmediTyped

] Iames Stavall

Da
HAR 0 7 2007

7 YCTING FIELD MANAGER

QOftice

CARLSBAD FielD OFFICE

(o] H
conduct opcrations thereon

Conditions of approval, 1f any, ar¢ attached

Application approval docs not warrantor certify that the applicant holds lega

requitable title 10 those rights in the

subjecl lease which would eatitle the applicant to

"APPROVAL FOR 1 YEAR

Title 18US.C. Scction 1001 and Tade 43 U.S C Section 1212, make 1t 2 cnme for any person knowirilly and willfully to make to any department or agency ofihe United
States any false, fictitious or fraudulent statements or represcalations as to any matter within its juris iction

*Insnuchions un page 2)

OR
£E ATTACHED T
SCONDYHONS OF APPROVAL

If earthen pits are used in
association with the drilling of this
well, an OCD pit permit must be
obtained prior to pit construction.

APPROVAL SUBIJECT TO
GENER/J. REQUIREMENTS
AND SPECIAL STIPULATIONS

ATTACHED |




Attached to Form 3160-3

COG Operating LL.C

Electra Federal #13

1741 FNL & 1060 FWL, BHL 1650 FNL & 990 FWL
SW/4 NW/4, Sec 10 T17S R30E

Eddy County, NM

DRILLING PROGRAM

Geologic Name of Surface Formation
Quaternary

Estimated Tops of Important Geologic Markers:

Quaternary Surface
Top of Salt 500°
Base of Salt 1025’
Yates 1600°
Queen 2130°
San Andres 3050°
Glorietta 4320°

3. Estimated Depths of Anticipated Fresh Water, Oil and Gas:

Water Sand 150° Fresh Water
Grayburg 2580’ Oil/Gas
San Andres 3050° Qil/Gas
Paddock 3950° Qil/Gas

No other formations are expected to give up oil, gas or fresh water in measurable quantities.
Setting 13 3/8” casing to 425’ and circulating cement back to surface will protect the surface
fresh water sand. Salt Section will be protected by setting 8 5/8” casing to 1300’ and
circulating cement back to surface. Any shallower zones above TD, which contain
commercial quantities of oil and/or gas, will have cement circulated across them by
cementing 5 1/2” production casing, which will be run at TD,

4. Casing Program:

Hole Size Interval OD Casing Weight, Grade, Jt, Cond., Type
17 %" 0-425’ 13 3/8” 48#, H-40, ST&C, New, R-3
12 %” 0-1300° 85/8” 24#, J-55, ST&C, New, R-3
77/8” 0-TD 51/2» 17#, J-55, LT&C, New, R-3

Drilling Program Page 1




Attachked to Form 3160-3

COG Operating LLC

Electra Federal #13

1741 FNL & 1060 FWL, BHL 1650 FNL & 990 FWL
SW/4 NW/4, Sec 10 T17S R30E

Eddy County, NM

5. Cement Program:
13 3/8” Surface Casing: Circulate to Surface with Class C w/2% CaClI2.
8 5/8 Intermediate Casing: Circulate to Surface with Class C W/2% CaCl2.

5 1/2” Praduction Casing: Cement Casing with Class C w/6# Salt & 2/10 of 1% CFR-3 per
sack. We will run a hole caliper and run sufficient cement to circulate to surface.

6. Minimum Specifications for Pressure Control:

The blowout preventer equipment (BOP) shown in Exhibit #9 will consist of a double
ram-type (2000 psi WP) preventer. This unit will be hydraulically operated and the ram
type preventer will be equipped with blind rams on top of 4 1/2” drill pipe rams on bottom,
The BOP will be nippled up on the 13 3/8” surface casing and tested to 1500 psi by a 3¢
party. The BOP will then be nippled up on the 8 5/8” intermediate casing and tested by a 3¢
party to 2000 psi and used continuously until TD is reached. All BOP’s and accessory
equipment will be tested to 2000 psi before drilling out of intermediate casing. Pipe rams
will be operationally checked each 24-hour period. Blind rams will be operationally
checked on each trip out of the hole. These checks will be noted on the daily tour sheets.
Other accessories to the BOP equipment (Exhibit #10) will include a Kelly cock and floor
safety valve and choke lines and choke manifold (Exhibit #11) with 2000 psi WP rating.

7. Types and Characteristics of the Proposed Mud System:

The well will be drilled to TD with a combination of brine, cut brine and polymer mud
system. The applicable depths and properties of this system are as follows:

DEPTH TYPE WEIGHT VISCOSITY WATERLOSS
0-425° Fresh Water 8.5 28 N.C.
425-1300° Brine 10 30 N.C.
1300°-TD Cut Brine 9.1 29 N.C.

Sufficient mud materials to maintain mud properties and meet minimum lost circulation and
welght increase requirements will be kept at the well site at all times.

8. Auxiliary Well Control and Monitoring Equipment:
A. Kelly cock will be kept in the drill string at all times.

B. A full opening drill pipe-stabbing valve with proper drill pipe connections will
be on the rig floor at all times.

9. Logging, Testing and Coring Program:

Driling Program . Page 2




Attached to Form 3160-3

COG Operating LL.C

Electra Federal #13

1741 FNL & 1060 FWL, BHL 1650 FNL & 990 FWL
SW/4 NW/4, Sec 10 T17S R30E

Eddy County, NM

A The electric logging program will consist of GR-Dual Laterolog, Spectral
Density, Dual Spaced Neutron, CSNG Log and will be ran from T.D. to 8 5/8
casing shoe.

B. Drill Stem test is not anticipated.
C. No conventional coring is anticipated.
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.
10. Abnormal Conditions, Pressures, Temperatures and Potential Hazards:

No abnormal pressures or temperatures are anticipated. The estimated bottom hole at TD is
110 degrees and estimated maximum bottom hole pressure is 2400 psig. Low levels of
Hydrogen sulfide have been monitors in producing wells in the area, so H2S may be present
while drilling of the well a plan is attached to the Drilling program. No major loss of
circulation zones has been reported in offsetting wells.

11, 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 January 22, 2006. 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.

Surface Use Plan ' Page 3




COG' Operating LLC. Hydrogen Sulfide Drilling Operations Plan

Attachment to Exhibit #9
NOTES REGARDING THE BLOWOUT PREVENTERS
Electra Federal #13
Eddy County, New Mexico

1. Drilling nipple to be so constructed that it can be removed without use of a welder through
rotary table opening, with minimum I.D. equal to preventer bore.

2. Wear ring lo be properly installed in head.
3. Blow out preventer and all fittings must be in good condition, 2000 psi WP minimum.,

4. All fittings to be flanged.

5. Safety valve must be available on rig floor at all times with proper connections, valve to be
full 2000 psi WP minimum,

6. All choke and fill lines to be securely anchored especially ends of choke lines.

7. Equipment through which bit must pass shall be at least as large as the diameter of the casing
being drilled through.

8. Kelly cock on Kelly.
9. Extension wrenches and hands wheels to be properly instalied.
10. Blow out preventer control to be located as close to driller’s position as feasible.

11. Blow out preventer closing equipment to include minimum 40-gallon accumulator, two
independent sources of pump power on each closing unit installation all API specifications.

H2S Plan Page 15




COG Operating LLC : Blowout Preventer

COG Operating LL.C

Exhibit #9

BOPE Schematic
7 7/8 HOLE
T Double
< Rams
L Drilling Spool
< . Casing Spool
< Braden Head

Choke Manifold Requirement (2000 psi WP)
No Annular Required

Minimum 4" Nominal choke and kill lines

Adjustable
Choke

Blowout Preventer

Stack Outlet

Bleed line to Pit

To Pit

Adjustable Choke
(or Pusitive)

Biowout Preventers Page 16




COG Operating LLC

Blowout Preventer

COG Operating LLC

Minimum Blowout Preventer Requirements

2000 psi Working Pressure

2 MwWP
' EXHIBIT #10
Stack Requirements
NO. | ltems M. Min.
1.D. Nominal
I Flowline 2"
2 Fill up line 2"
3 Drilling nipple
4 Annular preventer
5 Two single or one dual hydraulically
operated rams
6a Drilling spool with 2" min. kill line and 3" 2"
min choke line outlets Choke
6b 2" min kill line and 3" min. choke line
outlets in ram. (Altemate to 6a above)
7 Valve Gate 31/8
Plug
8 Gate valve-power operated 31/8
9 Line to choke mantfold 3"
10 Valve Gate 2 1/16
Plug '
I Check valve 21/16
12 Casing head
13 Valve Gate 113/16
Plug
14 Pressure gauge with needle valve
5 Kill line to rig mud pump manifold 2"
1t
OPTIONAL
16 | Flanged Valve | 113116 | |
CONTRACTOR'S OPTION TO FURNISH: GENERAL NOTES:

IR

All equipment and connections above
bradenhead or casinghead. Woiking
pressute of preventers to be 2000 pst
minimuimn

Automatic accumulator (80 gallon,
minimum) capable of closing BOP in
30 scconds or less and, holding them
closed against full rated working
pressure

BOP contiols, (o be located near
drillers' position.

Kelly equipped with Kelly cock
Inside blowout preventer or its
equivalent on derrick floor at all
times with proper threads fo fit pipe
being used.

Kelly saver-sub equipped with
rubber casing protector at all tines.
Plug type blowoul preventer tester.
Extra set pipe rams to fit deill pipe in
use on location at all times.

Type RX ring gaskets in place of
Type R.

COG TO FURNISH:

1. Bradenhead or casing head and side valves.

2. Wear bushing. if iequired

Deviations from this drawing
may be made only with the
express permission of COG's
Drilling Manager.

All connections, valves,
fittings, piping, etc., subject
to well or pump pressure must
be flanged (suitable clamp
connections acceptable) and
have minimum working
pressure equal to rated
working pressuie of
preventers up through choke
valves must be full opening
and suitable for high pressure
mud service

Contiols o be of standard
design and each marked,
showing opening and closing
position

Cliokes will be positioned so
as not to hamper or delay
changing of choke beans.
Replaceable parts for
adjustable choke, or bean

;\?
iy
Biind Rams

—O

e

Pipe Rams

sizes, retainers, and choke
wrenchies 10 be conveniently
located for inunediate use.

5. All valves to be equipped with
hand-wheels or handles 1eady
for immediate use.

6.  Choke lines must be suitably
anchored.

7. Handwheels and extensions to
be connected and ready for
use,

8. Valves adjacent to ditlling
spool to be kept open. Use
outside valves except for
emeigency.

9. All scamless stec! control
piping (2000 ps) working
pressure) to have flexible
joints to avoid stress. Hoses
will be permitted.

10. Casinghead connections shall
not be used except in case of
emergency.

11. Do not use kill line for toutine
fill up operations.




COG Operating LLC

Biowout Preventer

COG Operating LLC
Exhibit #11
MIMIMUM CHOKE MANIFOLD

3.000, 5,000, and 10,000 PS1 Working Pressme ~
2 M will be used or gicater

3MWP -5 MWP - 10 MWP

Mud Pit

Below Substructure

Reserve Pit

* Location of separator optional

Mimimum requirements

3,000 MWP 5,000 MWP 10,000 MWP
No. 1.D. NOMINAL | Rating L.D. Nominal | Rating L.D. Nominal Rating
1 Line from drilling Spool 3" 3,000 3" 5,000 . 3" 10,000
2 Cross 3" x3“ x 3" x 2* 3.000 5,000
2 Cross 3" x3"x 3" x 2" 10.000
3 Valve ?,f;‘; 31/8 3,000 | 3178 5000 | 31/8 (0,000
Valve Gate 1
4 Plug 13/16 3,000 113/16 5,000 1 13/16 10,000
4a Valves (1) 2 1/16 3,000 2 1/t6 5,000 2 1/16 10,000
5 Pressure Gauge 3.000 5.000 10.000
6 Valve - Gate 318 3,000 | 318 5000 |31/8 10,000
Plug ;
7 Adjustable Choke (3) 2" 3000 | 2" 5000 | 2" 10,000
8 Adjustable Choke 1" 3.000 1" 5,000 2" 10,000
9 Line 3" 3,000 3" 5,000 3" 10,000
10 Line 2" 3,000 2" 5,000 2" 10,000
| Yalve f,‘ll:‘; 318 3,000 | 318 5000 |31/8 10,000
12 Line 3" 1,000 3" 1,000 3" 2,000
13 Line 3" 1,000 3" 1,000 3" 2,000
14 Remolg reading compound 3,000 5,000 10,000
Standpipe pressute quage
15 Gas Separator 2'x5' 2' x5' 2' x5’
16 Line 4" 1.000 4" 1.000 4" 2.000
17 | Valve Gate 31/8 3000 |31 5000 |38 10,000
Plug

(1) Only one required 1n Class 3M
(2)  Gate valves only shall be used for Class 10 M
(3) Remote operated hydiaulic choke required on 5,000 psi and 10,000 psi for dnlling

i WD —

EQUIPMENT SPECIFICATIONS AND INSTALLATION INSTRUCTION

All connections in choke mauifold shall be welded, studded, flanged or Cameron clamp of comparable rating.
All flanges shall be AP 6B or 6BX and ring gaskets shall be AP RX or BX. Use only BX for 10 MWP,

All lines shall be securely anchored.
Chokes shall be equipped with tungsten carbide seats and needles, and replacements shall be available,
Chokc manifold pressure and standpipe pressuic gauges shall be available at the choke manifold to assist in regulating chokes.

As an alternate with automatic chokes, a choke mamfold pressure gauge shall be located on the g floor in conjunction with the
standpipe pressure gauge.

6. Line from drilling spool to choke manifold should bee as straight as possible Lines downstream from chokes shall make turns

by large bends or 90 degree bends using bull plugged tees.

Rinummiit Drovasniare

Pona 102




CONDITIONS OF APPROVAL - DRILLING

Well Name & No. 13-Electra Federal
Operator's Name: COG Operating LLC

Location SHL: 1741FNL, 1060FWL, Section 10, T-17-S, R-30-E
Location BHL: 1650FNL, 0990FWL, Section 10, T-17-S, R-30-E
Lease: NM-0467931

I. DRILLI ERATION ENTS:

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

A. Spudding

B. Cementing casing: 13-3/8 inch 8-5/8 inch 5-1/2 inch

C. BOP tests .

2: A Hydrogen Sulfide (H2S) Drilling Plan should be activated prior to drilling into the Grayburg Formation. A
copy of the plan shall be posted at the drilling site. H2S has been reported in sections 12 and 15 from the
Grayburg Jackson pool measuring 500-1800 ppm.

3 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.

4. 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,

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

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

7. Gamma-Ray/Neutron logs shall be run from the base of the Salado Formation to the surface; cable speed not
to exceed 30 feet per minute,

L. ING:

1. The_13-3/8 inch surface casing shall be set at_approximately 425 feet or 25 feet into the Rustler
Anhydrite or in the case that salt occurs at a shallower depth abgve the top of the salt, below
usable water and cement circulated to the surface. If the salt is penetrated, the operator is

required to set surface casing at least 25 feet above the salt. The surface casing shoe shall be set

in the anhydrite to ensure adequate sealing. If cement does not circulate to the surface, the
operator may then use ready-mix cement to fill the remaining annulus. The operator is required
to use an excess of 100% cement volume to fill the annulus.

Possible loss of circulation in the Grayburg and San Andres formations.

Possible water flows in the Salado and Artesia Groups.

2. The minimum required fill of cement behind the 8-5/8 _ inch salt protection casing is circulate cement to

the surface. Casing to be set below the salt. Geo report indicates base of salt in surrounding
wells may be as deep as 1220 feet.

3. The minimum required fill of cement behind the _5-1/2 inch production casing is cement shall circulate
tos ce




i, p ROL;

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_13-3/8 inch casing shoe and shall be tested as described in Onshore Order No. 2. Any equipment
failing to test satisfactorily shall be repaired or replaced. BOP and BOPE when nippled up on the 13-3/8”
casing will be tested to 1500 psi by independent service company. BOP and BOPE when nippled up on
8-5/8” casing will be tested to 2000 psi by independent service company.

2. Minimum working pressure of the blowout preventer and related equipment (BOPE) is_2M 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 suitable 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-like manner. Hard line connections shall be required.

Engineer on call phone: 505-706-2779
WWI 011607




