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N.M. OIL CONSERVATION DIVISION
Form 3160-3 8]1 S' FIRST STREET FORM APPROVED
OMB No. 1004-0137
(March 2012) ARTES]A’ NM88210 Expires O(élobcr 31,2014
UNITED STATES - S Loase Serial No
DEPARTMENT OF THE INTERIOR NM;J;VI 4’;‘44 ‘
BUREAU OF LAND MANAGEMENT o
6. If Indian, Allotec or Tribe Name
APPLICATION FOR PERMIT TO DRILL OR REENTER
: 7. 1f Unit or CA Agreement, Narne and No.
la. Type of work: .: DRXLL D REENTER nitor greement, Narne and No

8. Lease Name and Well N
oitweit |_Joas wett [_Joer DX single zone [ ] Multipte Zone  |Victoria Federal #3 76 « ’

Ib. Type of Well:
9. API Well No.

2. Name of Operator ' 4/5&777 34 J405- é‘/{ g1

Mack Energy Corporation

3a. Address 3b. Phone No. {include arca code) 10. Field and Pool, or Exploratory

PO Box 960 Artesia, NM 88211-0960 (575)748-1288 Round Tank; San Andres 452?707
[{.Sce.. T.R. M.orBlk, and Survc) or Area

4, Location of Well (Report focation clearly and in accordance with any State requirements. *)

Atsurface 990 FNL & 2310 FEL

At proposed prod. zone 990 FNL & 2310 FEL Scc. 30 T15S R29E
14. Distance in miles and direction from nearcst town or post office* 12. County or Parish 13. State
12 miles northwest of Loco Hills, NM : Chaves 5 NM
15. Dista'ncc from proposed® 16. No. of acres in lcase 17. Spacing Unit dedicated to this well

location to nearest .

property or lease line, f1.

(Also 10 nearest drlg. unit line, if any) 330’ 281.19 40
18. Distance from proposed location* 19. Proposed Depth 20. BLM/BIA Bond No. on file

to nearest well, drilling, completed,

applied for, on this lease, fi. 1320' 3500" NMB000286
21. Elcvations (Show whether DF, KDB. RT, GL, etc.) 72 Approximate daic work will start 23. Estimated duration

' 3735 GR  |11/1/2013 7 days
24. Attachments ROSWELL CONTROLLED WATER/BASIN

The following, completed in accordance with the requirements of Onshore Oil and Gas Order No. 1, must be attached to this form:
4. Bond to cover the operations uniess covered by an existing honcl onrile (see
Itern 20 above),

5. Operator certification
6. Such other site specific information andfor plans as may be required by the

1. Well plat certified by a registered surveyor.

2. A Drilling Plan.
3. A Surface Use Plan (if the location is on National Forest System Lands, the
SUPO must be filed with the appropriate Forest Service Office).

25. Signature Name (Printed/Typed) Date
ék) Jerry W. Sherrell 7/9/13

Title

PlOdllCth]l Clexk
Approved by (Signatyr ﬂn C[Ma e‘g NameyPrinted/Typed) Date
1S/ Ang Y Td (\/\a,chs ]27)13 (3
Tile - Assistant Field Manager, otie 2OSWELL FTELD OWPICE

is A Is
Application approval does nox warrant or certify that the applicant holds legal or

conduct operations thereon.
Conditions of approval, if any, are attached.

quitable title to those rights in the subject lease which would entitle the applicant to

Title 18 U.S.C. Section 1001 and Title 43 U.S.C. Section 1212, make it a crime for any person knowingly and willfully 1o make to any depariment or agency of the United
States any false, {ictitious or fraudulent statements or representations as to any matter within its jurisdiction.

(Continued on page 2) *(instructions on page 2)

© APPROVAL SUBJECTTO
BECLATED WATES Bashy GENERAL REQUIREIENTS AND
* SPECIAL STIPULATIONS ATTAGHED

HECE’WED
DEC 26 2913

MO Co AﬁTE@gA

CrABE ATPM4D THY

CASING #UST B (TR CUMTC D
WITNE SS il




APD CERTIFICATION

I hereby certify that I, or person under my direct supervision, have inspected the proposed drill site and
access route proposed herein; that I am familiar with the conditions which currently exist; that I have full
knowledge of State and Federal laws applicable to this operation; that the statements made in this APD
package are, to the best of my knowledge, true and correct; and the work associated with the operations
proposed herein will be performed in conformity with this APD package and terms and conditions under
which it is approved. 1 also certify that I, or the company I represent, am responsible for the operations
conducted under this application. These statements are subject to the provisions of 18 U.S.C. 1001 for the
filing of false statements,

Date: 7‘?9“020/3 Signed: OMKJ M

Jdfry W. Sherrell
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DISTRICT I .

State of New Mexico

Energy, Minerals and Natural Resources Department

1625 N. FRENCH DR., HOBBS, NM 86240 Form C—102
o Revised October (2, 2005
gglsch[gn AEI[ENUE ARTESIe. N a6210 OIL CONSERVATION DIVISION Submit to Appropriate District Office
' - 1220 SOUTH ST. FRANCIS DR. Hree Loase - 3 Copics
DISTRICT L Santa Fe, New Mexico 87505
1000 Rio Brazos Rd., Aztec, NM 87410
DISTRICT IV ' i '
DS RICT IV wwss WELL LOCATION AND ACREAGE DEDICATION PLAT O AMENDED REPORT
APl Number Pool Code Pool Name
So- 005 44/577 52770 Round Tank; San Andres
, Property Code Property Name : Well Number
VICTORIA FEDERAL 3
D No. Operator Name Elevation
013837 | MACK ENERGY CORPORATION 3735’
' ‘ - Surface Location
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
B 30 15-S 29-F ' 990 NORTH 2310 EAST CHAVES
Bottom Hole Location If Different From Surface
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
Dedicated Acres Joint or Infill Consol'ldauon Code Order No.
40

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

OPERATOR CERTIFICATION

I hereby certify that the informalion
herein is true and complete to the best of
my knowledge and belief, and that this
372773 organization efther owns a working Intarest

: - or unleased mineral interest in the land
facluding the proposed boltom hole location
or has a right to drill this well at this
2310° location pursuant to a contract with an

owner of such mineral or working interest,
| -or—-to—a voluntary pooling agreement-or a
compulsory pooling order heretofore enlered
] by the division.

3730.4°

Jerry W. Sherrell

Printed Name

GEODETIC COORDINATES l

NAD 27 NME
. ‘ SURVEYOR CERTIFICATION
I -_1 . Y=724457.9 N — N —]
X=581893.1 £ | I hereby certify that the well location
shown on this plat was plotted from field
| LAT.=32.991317 N notes ot sctual survers made by meer |
LONG.=104.066244° W true and correct to the beslt of my belief.
; 7
OCTQBERwRZ, 2008
) i Date Sut xéd‘ L‘/J T, ic
_  —— —— —_— e — Signa
I Prof;sp;e
(%{2 \\' ——
‘ ‘ '%("E‘\‘\." ﬁ
Certldé%fé’?[f“"'




SECTION 30, TOW, ‘év()/P 15 SOUTH, RANG - 29 EAST, NM.P.M.,
, CHAVES COUNTY, P ) NEW MEXICO
37273 600’ 3737.6'
—
150" NORTH
OFFSET
3733.1°
=)
\ ]
\ - - - - -
\ \ —_ - —_ - E
\ o\ - LE&;E/ -
ASIN - _
N _ — = _ VICTORIA FEDERAL #3 ,
S \ 150" WEST™_ _— . 150" EAST .
S \ OFFSET O ®) 0 OFFSET §
\J3730.7 FLEV. 3734.6" 3736.5
A LAT.=32.991317° N
W\ LONG.=104.066244° W
AN
'
B\
NN\
@\
REA 0
\ A 150" SOUTH
AN OFFSET
AN 3735.2°
N\
\ A\ e
AN
AN\
AN
AN —
3730.4" 600’ 3742.3'
DIRECTIONS TO LOCATION
FROM THE INTERSECTION OF CO. RD. #217 AND U.S. 100 0 100 200 Feet
HWY. #82, GO NORTH ON CO RD. #217 APPROX. e — ; :
11.0 MILES. TURN LEFT AT CO. LINE RD. AND GO cole ] "= 100"
NORTHWEST AFPPROX. 4.8 MILES. VEER RIGHT AND ;
GO NORTHWEST APPROX. 0.4 MILES. TURN RIGHT
AND GO NORTHEAST APFROX. 150 FEET TO THIS MACK ENERGY CORPORATION
LOCATION.
VICTORIA FEDERAL /3 WELL
S LOCATED 990 FEET FROM THE NCRTH LINE
PROVIDING SURVETING SERVICES AND 2310 FEET FROM THE EAST LINE OF SECTION 3G,
T y TOWNSHIP 15 SOUTH, RANGE 29 FAST, NM.P.M.,
g YOI FEST SURTEYING FOMPANY CHAVES COUNTY, NEW MEXICO.
HCEES, NM. 88240
(505) 393-3117 Survey Date: /0/22/08 ]Sheet 7 of 7 Sheets
W.O. Number: 08.11.1824 |Dr By: JC
Date: 10,/24/08 | = 437
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{ VICTORIA FEDERAL #3

SCALE: 1"

BASIN WELL, N.M. — 10’

SEC. 30 TWP.15—S RGE. 29—F

SURVEY N.M.P.M.
COUNTY_CHAVES STATE NEW MEXICO

PROVIDING SURVEYING SERVICES
SINCE 1946

412 N. DAL PASO
HOBBS, N.M. 88240
(505) 393-3117

DESCRIPTION 990" FNL & 2310 FEL

ELEVATION 3735’
MACK ENERGY

CPERATOR CORPORATION

LEASE VICTCRIA FEDERAL

U.5.G.S. TOPOGRAPHIC MAF
BASIN WELL, N.M.
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SEC. 30 TWF. 15-S RGE._29-F

SURVET. NM.PM.

COUNTY__CHAVES STATE_NEW_ MEXICO
DESCRIPTION 960" FNL & 2310° FEL

ELEVATICN 3735’
MACK ENERGY
OPERATOR CORFORATION

"LEASE VICTORIA FEDERAL

SCALE: 1" = 2 MILES

PROVIDING SURVEYING SERVICES
SINCE 1946
JOHN FEST SURVEVING COMPANY
412 N. DAL PASC
HOBBS, N.M. 88240
(565) 393-3117

NORTH



Attached to Form 3160-3

Mack Energy Corporation

Victoria Federal #3 ‘

990 FNL & 2310 FEL, NW/NE, Sec. 30 T15S R29E
Chaves County, NM

DRILLING PROGRAM

1. Geologic Name of Surface Formation
Quaternary

2. Estimated Tops of Important Geologic Markers:

Quarternary 760° Grayburg 1900°
Yates 770° San Andres 22000
Queen 1500° ‘ '

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

Water Sand : 150’ Fresh Water
Y ates 770° Oil/Gas
Queen 1500’ Qil/Gas

San Andres 2200° Oil/Gas

No other formations are expected to give up oil, gas or fresh water in measurable quantities.
Setting 8 5/8” casing to 450° and circulating cement back to surface will protect the surface
fresh water sand. Salt section and shallower zones above TD, which contain commercial
quantities of oil and/or gas, will have cement circulated across them by cementing 5 '4”
production casing, sufficient cement will be pumped to circulate back to surface.

4. Casing Program:

Hole Size -Interval-. .. - --OD--Casing.«—M.W.t,,(-}rade,-Jt,‘ucond,«collapse/bursf/tension-~-m -

12 4~ 0-450° 85/8” 24#, J-55, ST&C, New, 6.808/5.537/5.9
77/8” 0-3500 S5 17#,1.-80,LT&C, New, 2.698/1.817/1.773

5. Cement Program:

8 5/8” Surfac Casing: 450sx, Class C + 1% PF1, yield 1.33, wt 14.8 ppg, excess 100%

5 4 Production Casing: Lead 225sx 35/65 Poz C + 5% PF44 + 6% PF20 + .25#/sx PF46 +
125#/sx PF29 + 3% PF46, yield 2.47, wt 11.9 ppg, excess 35%, Tail 200sx PVL + 1.3%
PF44, 5% PF174 + 5% PF606 + .1% PF153 +.2% PF13, yield 1.47, wt 13.0 ppg, 35%
excess.

6. Minimum Specifications for Pressure Control:

The blowout preventer equipment (BOP) shown in Exhibit #10 will consist of a double
ram-type (3000 psi WP) minimum 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 117 BOP will be nippled up on the 8 5/8” surface casing and tested by a 3"
party to 2000 psi 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



Attached to Form 3160-3

Mack Energy Corporation

Victoria Federal #3

990 FNL & 2310 FEL, NW/NE, Sec. 30 T15S R29E
Chaves County, NM

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 a minimum 3000 psi
WP rating

7. Types and Characteristics of the Proposed Mud System:

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

DEPTH TYPE WEIGHT = VISCOSITY WATERLOSS
0-450° Fresh Water 8.5 . 28 N.C.
450°-TD’ Brine 9.1 29 N.C.

Sufficient mud materials to maintain mud properties and meet minimum lost circulation and
weight 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:

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

B Drill Stem test is not anticipated.
C. . __No.conventional coring.is.anticipated. - . _ e
D. Further testing procedures will be determined at TD.

10. Abnormal Conditions, Pressureé, Temperatures and Potential Hazards:

No abnormal pressures or temperatures are anticipated. The estimated bottom hole at TD is
120 degrees and estimated maximum bottom hole pressure is 1,515 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 November 1, 2013. Once commenced, the drilling operation should
be finished in approximately 7 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.




Attached to Form 3160-3

Mack Energy Corporation

Victoria Federal #3

990 FNL & 2310 FEL, NW/NE, Sec. 30 T15S R29E
Chaves County, NM

Attachment to Exhibit #10
NOTES REGARDING THE BLOWOUT PREVENTERS
Victoria Federal #3
Chaves County, New Mexico

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

Wear ring to be properly installed in head.

Blow out preventer and all fittings must be in good condition, 2000 psi WP minimum.

All fittings to be flanged.

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

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

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

Kelly cock on Kelly.

Extension wrenches and hands wheels to be properly installed.

. Blow out preventer control to be located as close to driller’s position as feasible.

. 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.



Mack Energy Corporation

- Minimum Blowout Preventer Requirements ’

3000 psi Working Pressure

13 3/8 inch- 3 MWP
11 Inch -3 MWP

EXHIBIT #10
Stack Requirements
NO. [ items Min. 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 tine and 3" 2"
min choke line outlets Choke
Gb 2" min. kill line and 3" min. choke line
outlets in ram. (Alternate to 6a above) -
7 Valve Gate 31/8
Plug
8 Gale valve-power operated 31/8
Line to choke manifold 3"
10 Valve Gate 2 1/16
Plug
11 Check valve 2 1/16
12 Casing head
13 Valve Gate 1 13/16
Plug
14 Pressure gauge with needle valve
15 Kill line to rig mud pump manifold 2"
OPTIONAL
[ 16 Flanged Valve 1 13/16 ¢
CONTRACTOR'S OPTION TO 10.
CONTRACTOR'S OPTION TO FURNISH:
1. All equipment and connections above  ME
bradenhead or casinghead. Working GENERAL NOTES:
pressure of preventers to be 2000 psi t.  Deviations from this drawing
minimum. may be made only with the
2. Automatic accumulator (80 gallons, express permission of MEC's
minimum) capable of closing BOP in Drilling Manager.
30 seconds or less and, holding them 2. All connections, valves,
closed against full rated working fittings, piping, ctc., subject to
pressure. well or pump pressure must
3. BOP controls, to be located near be flanged (suitable clamp
drillers' position. connections acceptable) and
4. Keclly equipped with Kelly cock. have minimum working
5. Inside blowoul preventer or its pressure cqual to rated
cquivalent on derrick floor at all working pressure of
times with proper threads to fit pipe preventers up through choke
being used. valves must be full opening
6. Kelly saver-sub equipped with rubber and suitable for high pressure
casing protector at all times. mud service.
7. Plug type blowout preventer tester. 3. Controls to be of standard
8. Extra set pipe rams to fit drill pipe in design and each marked,
usc on location at all times. showing opening and closing
9. Type RX ring gaskets in place of position

Type R.

MEC TO FURNISH:
1. Bradenhead or casing head and
side valves.
2. Wear bushing. If required.

4. Chokes will be positioned so

as not to hamper or delay -
changing of choke beans.

Replaceable parts for
adjustable choke, or bean

" sizes; retainers; and choke

wrenches to be conveniently
located for immediate use.

All valves to be equipped with
hand-wheels or handles rcady
for immediate use.

Choke lines must be suitably
anchored.

Handwheels and extensions to
be connected and ready for
use.

Valves adjacent to drilling
spool to be kept open. Use
outside valves except for
cimergency.

All seamliess steel control
piping (2000 psi working
pressure) to have flexible

joints to avoid stress. Hoses

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

Does not use kill line for
routine fill up operations.



Mack Energy Corporation

Exhibit #11
MIMIMUM CHOKE MANIFOLD
3,000, 5,000, and 10,000 PSI Working Pressure

3M will be used
3 MWP - 5 MWP - 10 MWP

Below Substructure

b

Mud Pit

Reserve Pit

* Location of separator optional

Mimimum requirements

3,000 MWP 5,000 MWP 10,000 MWD
No. L.D. I.D. LD.
Nominal Rating Nominal [ Rating Nominal Rating
) Line from drilling Spool 3" 3,000 3" 5,000 3" 10,000
2 Cross 3" x3"x3"x2" 3,000 5,000
2 Cross 3" x3"x3"x2" 10,000
3 Valve fff‘l:; 318 3000 | 318 5000 | 318 10,000
Valve Gate 1
4 Plug 13/16 3,000 1 13/t6 5,000 1 13/16 10,000
4a Valves (1) 2 1/16 3,000 21/16 5,000 21/16 10,000
5 Pressure Gauge 3,000 5,000 10,000
6 Valve f;ﬁ:; 31/8 3000 | 31/8 5000 | 31/8 10,000
7 Adjustable Choke (3) 2" 3,000 2" 5,000 2" 10,000
8 Adjustable Choke 1" 3,000 " 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
i | Ve f,'f&; 318 3,000 | 31/8 5000 | 318 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 l‘{cmotc. rcad_mg c9111|)011|1(l 3,000 5,000 10,000
Standpipe pressure quage
15 Gas Separator 2' x§' 2' x§' 2' x5
16 Line 4" 1,000 4" 1,000 4" 2,000
17| Valve f;f‘fg 318 3000 | 3178 5000 | 318 10,000

(1) Only one required in Class 3M

(2) Gate valves only shall be used for Class 10 M

(3) Remote operated hydraulic choke required on 5,000 psi and 10,000 psi for drilling.

SN —

EQUIPMENT SPECIFICATIONS AND INSTALLATION INSTRUCTION

standpipe pressure gauge.

=

by large bends or 90 degree bends using bull plugged tees

All connections in choke manifold shall be welded, studded, flanged or Cameron clamp of comparable rating.
All flanges shall be AP1 6B or 6BX and ring gaskets shall be APl RX or BX. Usc only BX for 10 MWP.

All lines shall be securely anchored.
Chokes shall be equipped with tungsten carbide scats and needles, and replacements shall be available.
alternate with automatic chokes, a choke manifold pressure gauge shall be located on the rig floor in conjunction with the

Line from drilling spool to choke manifold should bee as straight as possible. Lincs downstrcam from chokes shall make tums



Hydrogen Sulfide Drilling Operations Plan

Mack Energy Corporation

MANIFOLD SCHEMATIC
Exhibit #12

Drilling Operations
Choke Manifold
3M Service

Exhibit12 -~ Choke Manifold Dlagram

8* Nominal - Mud Tanks
i
Shaker




Attached to Form 3160-3

Mack Energy Corporation

Victoria Federal #3

990 FNL & 2310 FEL, NW/NE, Secc. 30 T15S R29E
Chaves County, NM

II.

Mack Energy Corporation
Onshore Order #6
Hydrogen Sulfide Drilling Operation Plan

HYDROGEN SULFIDE TRAINING

All personnel, 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 an characteristics of hydrogen sulfide (H2S)

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

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 tubular are to be used,
personnel well 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 Public
Protection Plan. '

There will be an initial training session just prior to encountering a known or probable H2S
zone (within 3 days or 500 feet) and weekly H2S and well control drills for all personnel in
each crew. The initial training session shall include a review of the site specific H2S Drilling
Operations Plan and the Public Protection Plan. The concentrations of H2S of wells in this
area from surface to TD are low enough that a contingency plan is not required.

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 above, or three days prior to penetrating the first zone
containing or reasonable expected to contain H2S.

1. Well Control Equipment:

A. Flare line.

B. Choke manifold.

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

D. Auxiliary equipment may include if applicable: annular preventer & rotating
head.

2. Protective equipment for essential personnel:
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Mack Energy Corporation

Victoria Federal #3

990 FNL & 2310 FEL, NW/NE, Sec. 30 T15S R29E
Chaves County, NM

A.

Mark Il Survive air 30-minute units located in the doghouse and at briefing areas,
as indicated on well site diagram.

3. H2S detection and monitoring equipment:

A.

1 portable H2S monitors positioned on location for best coverage and response.
These units have warning lights and audible sirens when H2S levels of 20 PPM
are reached.

4. Visual warning systems:

A.
B.

Wind direction indicators as shown on well site diagram (Exhibit #8).
Caution/Danger signs (Exhibit #7) shall beposted on roads providing direct
access to location. Signs will be painted a high visibility yellow with black
lettering of sufficient size to be readable at a reasonable distance from the
immediate location. Bilingual signs will be used, when appropriate. See example
attached.

5. Mud program:

A.

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

6. Metallurgy:

A.

B.

All drill strings, casings, tubing, wellhead, blowout preventer, drilling spool, kill
lines, choke manifold and lines, and valves shall be suitable for H2S service.
All elastomers used for packing and seals shall be H2S trim.

7.  Communication:

A.

B.

Radio communications in company vehicles including cellular telephone and 2-
way radio.
Land line (telephone) communication at Office.

8. Waell testing:

A.

Drill stem testing will be performed with a minimum number of personnel in the
immediate vicinity, which are necessary to safely and adequately conduct the
test. The drill stem testing will be conducted during daylight hours and formation
fluids will not be flowed to the surface. All drill-stem-testing operations
conducted in an H2S environment will use the closed chamber method of testing,.
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Mack Energy Corporation

Victoria Federal #3 .

990 FNL & 2310 FEL, NW/NE, Sec. 30 T15S R29E
Chaves County, NM

B. There will be no drill stem testing.

EXHIBIT #7

WARNING
YOU ARE ENTERING AN H2S
AUTHORIZED PERSONNEL ONLY
1. BEARDS OR CONTACT LENSES NOT ALLOWED
2. HARD HATS REQUIRED
3. SMOKING IN DESIGNATED AREAS ONLY
4. BE WIND CONSCIOUS AT ALL TIMES

5. CHECK WITH MACK ENERGY FOREMAN AT
OFFICE

MACK ENERGY CORPORATION
1-575-748-1288

Prevailing Wind Direction Flare Line
Summer - Southeast
Winter - Northeast
Closed J,o0p
equipm{nt
Mud Substructure
' Cat Walk
[Puinp, and Doghouse

O

0o
)
]
1
P

Warning sigh @ access road entrance

| Company Trailer

6 Primary Briefing Area

i DY

&

N/  H2S Monitors with alaxms at. the hell nipple
[J Wind Direction Indicators

6 Safe Briefing areas with caution signs and

breathing equipment min 150 feet from wellhead




Hydrogen Sulfide Drilling Operations Plan

DRILLING LOCATION H2S SAFTY EQUIPMENT

Exhibit # 8
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Hydrogen Sulfide Drilling Operations Plan
Mack Energy Corporation Call List, Chaves County

Artesia_(575) Cellular Office
Jim Krogman.................... 432-934-159%............... 748-1288
Donald Archer.................. 748-7875....cvveiiiinn... 748-1288
Emilio Martinez................ 432-934-7586.......... .....748-1288
Kevin Garrett.................... 432-934-7948............... 748-1288

Agency Call List (575)

Roswell
State Police......ovviiiiiiiiii 622-7200
CityPolice.....ccoviiiiiiii 624-6770
Sheriff’s Office.........coovviiiiiiiii i .....624-7590
Ambulance...........ooooiiiiiiii 624-7590
Fire Department............................... e 624-7590
- LEPC (Local Emergency Planning Committee............ 624-6770
NMOCD... . e, 748-1283
P Bureau of Land Management.......................c..c.eei 627-0272
Emergency Services
Boots & Coots IWC.................... 1-800-256-9688 or (281)931-8884
Cudd pressure Control................... (915)699-0139 or (915)563-3356
Halliburton............oooiii i 746-2757
Par Five......coooooiiiiiiiiiiiii e 748-9539
Flight For Life-Lubbock, TX...............oooivininn. (806)743-9911
Aerocare-Lubbock, TX. ... (806)747-8923
Med Flight Air Amb-Albuquerque, NM................... (505)842-4433
Lifeguard Air Med Svc. Albuquerque, NM............... (505)272-3115

Drilling Program Page 11



SURFACE USE AND OPERATING PLAN

1. Existing Access Roads

A. All roads to the location are shown in Exhibit #6. The existing lease roads are illustrated and
are adequate for travel during drilling and production operations. Upgrading existing roads
prior to drilling well,"will be done where necessary.

B. Directions to Location: From the intersection CR 217 US Hwy 82 go north 11 miles, turn left
and go west northwest 4.8 miles, go northwest .4 mile, turn right 150’ to location.

C. 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.
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1. Proposed Access Road:

Vicinity Map this is an existing location with existing road. Proposed upgrade of existing road will
be done along staked centerline survey. Necessary maintenance will be done to insure traffic stays
within proposed ROW. The road has been constructed as follows:

A. The Maximum width of the running surface will be 14°. The road will be crowned and
ditched and constructed of 6™ rolled and compacted caliche. Ditches will be at 3:1 slope
and 3 feet wide. Water will be diverted where necessary to avoid ponding, prevent
erosion, maintain good drainage, and to be consistent with local drainage patterns.

B. The average grade will be less than 1%.

C. No turnouts are planned.

D. No culverts, cattleguard, gates, low water crossings or fence cuts are necessary.

E. Surfacing material will consist of native caliche. Caliche will be obtained from the
nearest BLLM approved caliche pit.

F. The access road as shown in Exhibit #6 is existing.

2. Location of Existing Wells:

Exhibit #16 shows all existing wells within a one-mile radius of this well.




3. Location of Existing and/or Proposed Facilities:

A.
B.

Mack Energy Corporation will get approval to add this well to existing off lease facility.
If the well is productive, contemplated facilities will be as follows:

1) Round Tank;San Andres Completion: Will be sent to the Calgary Federal TB located at
the #3 well. The Facility is shown in Exhibit #13.

2) The tank battery and facilities including all flow lines and piping will be installed
according to API specifications.

3) Any additional caliche will be obtained from a BLM approved caliche pit. Any additional
construction materials will be purchased from contractors.

4) It will be necessary to run electric power if this well is productive. Power will be run by
CVE and they will send in a separate plan for power.

C. Proposed flow lines will trend west along access road to TB at Calgary Federal #3.

Flowline will be a 2” poly surface line, 3000 in length with a 40 psi working pressure.

1 R —— Gas Meter
‘" o o " located in the
SESW Sec. 19
T15S R29E
- #727007
- A [a] d
Heater . jas S00bbl " 500bb! 500bbt 500bbl
I ( ) Heater 5 Oit Tank Ol Tank Oil Tank water
e Fo1 F2oo F3 '
L e o
\_’A?-?——\.\'/g??_;\],
51 52 53
b,
Victoria Calgary Round Tank SWD
Federal federal
Calgary Federal TB Tmc\t.;?,:dmg Mack Energy Corporation
Lease NMNMA4433 Artesia, NM 88210
Production Phase . Sales Phase
Tank 1 Tank 2 Tank 3 Tank 1 Tank 2 Tank 3

F-1 Open F-1 Closed F-1 Closed F-1 Closed F-1 Closed F-1 Open
F-2 Closed F-2 Open F-2 Closed F-2 Closed F-2 Closed F-2 Closed
F-3 Closed F-3 Closed F-3 Open F-3 Open F-3 Closed F-3 Closed
E-1 Open E-1 Open E-1 Closed E-1 Closed E-1 Closed E-1 Open
E-2 Closed £-2 Ciosed E-2 Open E-2 Open E-2 Open E-2 Ciosed
D-1 Open D-1 Closed D-1 Closed D-1 Closed D-1 Closed D-1 Open
D-2 Closed D-2 Open D-2 Closed D-2 Closed D-2 Closed D-2 Closed
D-3 Closed D-3 Closed D-3 Open D-3 Open D-3 Closed D-3 Closed
S-1 Closed $-1 Closed S-1 Closed $-1 Open S-1 Closed S-1 Closed
S-2 Closed S-2 Closed S-2 Closed S-2 Closed S-2 Open S-2 Closed
S-3 Closed S-3 Closed S-3 Closed S-3 Closed S-3 Closed S-3 Open

Exhibit #13



4. Location and Type of Water Supply:

The well will be drilled with combination brine and fresh water mud system as outlined in the
drilling program. The water will be obtained from commercial water stations in the area and hauled
to location by transport truck over the existing and proposed access roads shown in Exhibit #6. If a
commercial fresh water source is nearby, fasline may be laid along existing road ROW’s and fresh
water pumped to the well. No water well will be drilled on the location.

5. Source of Construction Materials:

All caliche required for construction of the drill pad and proposed new access road (approximately
2500 cubic yards) will be obtained from a BLM approved caliche pit.

6. Methods of Handling Waste:

A.

Drill cuttings not retained for evaluation purposes will be disposed into the steel tanks
and hauled to an approved facility. :

Drilling fluids will be contained in steel tanks using a closed loop system Exhibit #12.

Water produced from the well during completion may be disposed into a steel tank. After
the well is permanently placed on production, produced water will be collected in tanks
(fiberglass) until pumped to an approved disposal system; produced oil will be collected
in steel tanks until sold.

Garbage and trash produced during drilling or completion operations will be collected in
a trash bin and-hauled to an approved landfill. All water and fluids will be disposed of
into an approved facility. 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 30 days. In the event of a dry hole only a dry hole

marker will remain.

Sewage and Gray Water will be place in container and hauled to a approved facility.

7. Ancillary Facilities:

No airstrip, campsite or other facilities will be built as a result of the operation on this well.



8. Well Site Layout:

A. The well site and elevation plat for the proposed well is shown in Exhibit #14. It was
staked by John West Surveying, Hobbs, NM.

B. The drill pad layout, with elevations staked by John West Surveying, is shown in Exhibit
#14. Dimensions of the pad are shown. Topsoil, if available, will be stockpiled per BLM
specifications. Because the pad is almost level no major cuts will be required.

C. Diagram below shows the proposed orientation of the location. No permanent living
facilities are planned, but a temporary foreman/toolpusher’s trailer will be on location
during the drilling operations. .

Note: This location has been built.
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Exhibit# 14
9. Plans for Restoration of the Surface:
A. Upon completion of the proposed operations, if the well is completed, any additional caliche

required for facilities will be obtained from a BLM approved caliche pit.

B. Plans for interim and or final remediation:



1)  Caliche will be removed, ground ripped. Stockpiled topsoil will be used to recontour
the surrounding area to the original natural level and reseeded as per BLM
specifications. Seeding will be done when moisture is available and weather permitting.

C. Exhibit #15 below shows the proposed downsized well site after Interim Reclamation.
Dimensions are estimates on present conditions and are subject to change.
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10. Surface Ownership:

The well site and lease is located entirely on Federal surface. We have notified the surface lessee of
the impending operations. According to BLM the leasee is Bogel Limited Company, PO Box 460
Dexter, NM 88230 (575) 365-2996.

11. Other Information:

A. The area around the well site is grassland and the topsoil is sandy. The vegetation is native
scrub grass with sagebrush.

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

C. A Cultural Resources Examination has been requested and will be forwarded to your office in

the near future.



12. Lessee’s and Operator’s Representative:

The Mack Energy Corporation representative responsible for assuring compliance with the
surface use plan is as follows:

Jerry W. Sherrell

Mack Energy Corporation

P.O. Box 960

Artesia, NM 88211-0960
Phone (575) 748-1288 (office)



EXHIBIT C
PECOS DISTRICT
Roswell Field Office
2909 West Second
. Roswell, NM §8201
CONDITIONS OF APPROVAL

o ()PERATBRS NAME: Mack Energy Corporation |

LEASE NO: NMNM:—4434

B WELL NAME & NO: _Victoria Federal #3'

SURFA.CE.H(')‘LE' LOCATION:

990 FNL & 2310° FEL Sectlon 30 T15S R29E Chaves County, New Mexico
| A. GENERAL PROVISIONS |

The approval of the Apphcatlon For Permit To Drill (APD) isin comphance with all applicable laws
and regulations: 43 Code of Federal Regulations 3160, the lease terms, Onshore Qil and Gas Orders,
Notices To Lessees, New Mexico Oil Conservation Division (NMOED) Rules, National Historical
Preservation Act As Amended, and instructions and orders of the Authorized Officer. Approval of the
APD does not warrant that any party holds equitable or legal title. Any request for a variance shall be
submitted to the Authorized Officer on Form 3160-5, Sundry Notices and Report on Wells. o

" The Operator shall submit a Sundry Notice (Form 3160-5) to the Bureau of Land Manzigement;
Roswell Field Office (address above) for approval prior to beginning any new surface-disturbing
activities or operations that are not specifically addressed and approved by this APD. -

A site facility diagram (Onshore Order 3, Section III, L. and 43 CFR 3162.7- 5(d)) for the purpose of a
site security plan (Onshore-Order 3, Section III. H and 43'CFR 3162.7-5 c shall be filed no later than
60 calendar days following first product:lon . :

- B. PERMIT EXPIRATION

If the permit terminates prior to drilling and drilling cannot be commenced within 60 days after
expiration, an operator is required to submit Form 3160-5, Sundry Notices and Reports on Wells,
requesting surface reclamation requirements for any surface disturbance. However, if the operator will
be able to initiate dnlhng within 60 days after the expiration of the permit, the operator must have set
the conductor pipe in order to allow for an extension of 60 days beyond the expiration date of the APD'
(Filing of a Sundry Notice is required for this 60 day extension). : :

C. ARCHAEOLOGICAL, PALEONTOLOGY & HISTORICAL SITES
The project falls within the area covered by the Perrhian Basin Memorandum of Agreement (MOA).

" The Permian Basin MOA is an optional method of compliance with Section 106 of the National
Historic Preservation Act for energy related projects in a 28 quadrangle area of the Pecos District a



portion of which is within the Roswell Field Office. The proponent chose to participate'in the Permian.
- Basin MOA by planning to avoid all known HRHP eligible and potentially eligible cultural resources.
- The proponent has contributed funds | commensurate (o the undcrtakmg into an account for offsite.
mitigation. Partlupatlon in the Permian Basin MOA serves as mitigation for the efl tects of this project.
- on cultural resources. - If any skeletal remains that might be human or funerary objects are discovered
by any activities; the project proponent will cease activities in the area of dnscovery and notlty the
: BLM within 24 hours as required by the Permian Basin:MOA. : :

D N()XI()US WFEDS

The opcrator shall be held responsrblc 1[ noxious weeds become established within the areas of

- opérations (acccss road and/or well pad). Weed control shall be required on the disturbed land where
noxious weeds exist, which includes the roads, pads, associated.pipeline corridor, and adjacent land -
affected by the estabhshment of weeds due to this action. The. operator shall consult with the
Authorized Officer for acceptable weed control methods, whrch mdude tollowmg EPA and BLM
requnemcnts and policies. . A

E. LONS l‘ RUCTION NOTIFICATION

- The BLM shall administer comphance and monitor coristr uctron of the access road and well pad

Notify the-Roswell Field Office at (505) 627-0272 at least three (3). working days prior to commencmg' .

‘constructron of* the access road and/01 well pad.

’ When constr uctron ope1 ations are being conducted on this well the operator shall have the approved
Application for Permit to Drill and Conditions of Approval on the well site and they shall be made
'avarlable upon request by the Authorrzed Officer.. ’ _ v .

Constructlon over and/or 1mmed1ate1y ad;acent to exrstmg prpehnes shall be coordrnated and in
accordance with, the re]evant plpelme compames pohcy

Any trench left open for eight (8) hours or less is. not requrred to have escape ramps; however; before
the trench is backfilled, an agency dpproved monitor shall walk the entire length of the open trench
and:remove all trapped-fauna. The bottom surface of the trench will be disturbed a minimumof 2
inches in order to arouse any buried fauna. All fauna’ will be released a ‘minimum of 100 yards from
the trench. - :

For trenches left open for eight (8) hours or more, earthen escape ramps (built at nor more than a 30
degree slope and spaced no more than 500 feet apart) shall be placed in the trench. Structures will also
be authorized within the trench’ Metal structures will not be authorized: Structures used as escape

- ramps will be placed at no more than a 30 degree slope and spaced no more than 500 feet apart. .

'F. TOPSOIL

The topsoil will be stripped to approxirnately 6 inches in depth within the area designated for
construction of the well pad. The operator shall stockplle the stripped topsoil in shallow rows adjacent
to the constructed well pad. The topsoil will be used for interim and final reclamation of the surface
disturbance’ created by the construction of the well pad The topsoil will not be used to construct the -

-containment structure or earthen dike that is constructed and maintained on the outside boundarres of
the: constructed well pad o -



G. CLOSED LOOP SYSTEMS

" No reserve nil will be used. |

Sleel'tanks are required t’or drilling operations: | No Pits Al.lewed.

Thc ()pu ator shall piopu ly dispose of drillmg contents at Aan authonzed disposal site. §
H. FEDERAL MINERAL MATERIALS PIT

| Thc well pddS and access roads.have been constructed and surfaced with caliche. If additional
material is needed payment shall be made to the BLM' prior to removal of any federal mineral 4
materials from any site other than the reserve pit. Call the Roswell Field Office (575) 627-0270.

I. WELL PAD SURFACING
| _ Surfacing of the well pdd is not required.

A. If the operator elects to qurface the well pad the surfacmg material will be required to be removed at
“the time ot reclamation. »

The well pad shall be constructed in a manner which creates the smallest p0551b1e surface dlsturbance,
. consrstent with safety and operational need :

J. ON LEASE ACCESS ROADS
Road Egress and Ingress
The acéeSS roads.are constructed on corner. - “
' Road Width -

The access road shall have a driving surface that creates the smallest possible surface disturbance and
does not exceed fourteen (14) feet in width. The maximum width of surface disturbance, when
~ constructing the access road, shall not exceed thrrty (30) feet.

Surfacing

Surfacing material is not required on the new access road driving surface. If the operator elects to
surface the new access road or pad, the surfacing material will be required to be removed at the time of
reclamatron - :

Where possrble no 1mpr0vements should be made on the unsurfaced access road other than to remove
vegetation as necessary, road 1rregu1ar1t1es safety issues, or to fill low areas that may sustain standmg '
water.

The Authorized Officer reserves the r1ght to requlre surfacing of any portion of the access road at any

- time deemed necessary. Surfacing may be required in the event the road deteriorates, erodes, road
traffic increases, or it is determined to be beneficial for future field development. The surfacing depth
and type of material will be determined at the time of nouficatlon :




. Crowning

Crowning shall be done on the access road driving surface. The road crown shall have a grade of |
approximately 2% (i.e., a 1" crown on a 14' wide road). The road shall conform to Figure 1 cross
section and plans for typlcal road construction. :

Ditching

Ditching shall be required on both sides of the road.

Turnouts

Vehicle turnouts shall be constructed on the road. Turnouts shall be mtervrsrblc with interval spacmg

distance less than 1000 feet. Turnouts shall be constructed on all blmd curves. Turnouts shall conform
to the following diagram: =

Standard Turnout — Plan View

14 --- mmeesmomme- Centerline of Road Driving Surface -----------------~---

42N . ‘LIO’ 55
— : N

¢ —>
50’ '

Drainage

Drainage control systems shall be constructed on the entire '1ength of road (e.g. ditches, sidehill
: outsloping and insloping, lead-off ditches, culvert installation, and low water crossings).

A typical lead- off ditch has a minimum depth of 1 foot below and a berm of 6 mches above nafural
ground level. The berm shall be on the down- slope side of the lead-off ditch.

Cross _Section Of Ty’picél Lead-off Ditch

1> Minimum Depth
6”
Berm
‘on
Down Slope
Side

Natural Ground Level

All lead-off ditches shall be graded to drain water with a 1 percent minimum to 3 percent maximum
ditch slope. The spacing interval are variable for lead-off ditches and shall be determined according to
the formula for spacing intervals of lead-off ditches, but may be amended dependmg upon exrstrng soil
types and centerline road slope (in %);



Formula for Spaclllg Interval Of Lead-off l)itches

Example - On a 4% road slope that is 400 feet long, the water flow shall drain water into a lead- ofl
ditch. Spacing interval shall be determined by the lollowmg formula:

400 foot road with 4% road slope: 400 + 100" = 200' lead-off ditch interval

' : : 4

~Culvert Installations

Appropriately. stzed culvert(s) shall be installed at any deep waterway channel flow crossing.
Cattleguards

An appropriately sized cattleguard(s) sufficient to carry out the project shall be instéllled and
maintained at fence crossing(s).

Any existing cattle guard(s) on the access road shall be repaired or replaced if they are damaged or
‘have deteriorated beyond practical use. The operator shall be responsible for the condition of the
existing cattle guard(s) that are in place and are utilized during lease operations. Gates or cattle guards
on public lands will not be locked or closed to public use unless closure is specifically determined to
bé necessary and is authorized in writing by the authorized officer.

A gate shall be constructed and fastened securely to H-braces.
Fence Requirement

Where entry is req u1red across a fence line, the fence shall be braced and tied off on both 51des of the
'passageway prior to cutting.

The operator shall notify the pr1vate surface landowner or the grazmg allotment holder pnor to
crossing any fence(s). :

_ 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 cattle guards on public lands will not be locked or
closed to public use unless closure is specifically determmed to be necessary and is authorized in -

wr1tmg by the authorized officer. '
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K. DRILLIN(;

A

. B.

DRILLING ()PERAT IONS REQU[REMEN I'S

Call,the Roswell Field Office, 29()9 West Second SL, Roswell; NM 88201. During office hours
or after office hours call (575) 627-0205. Engineer on call during office hours call (575) 627-
0275 or after office hours call (5375) 626-5749."

The BLM is to be notified a minimum of 24 hours in advance for a representative to witness:
a. Spudding well
b. %ttmg and/or Cementmg of all casing strings

. "The BLM is to be notified a mlmmum of 4 hours in advance for a mplesentauve to w1tness

a. BOPE Tests

A tollow up report on Form 3160-5 confirming the date and time of the actual spud shal] be
submltted to the Roswell Field Office within 5 wor kmg, days from the date of spud

Unless the pr oductlon casing has been run and cemented or the well has been properly
plugged the drlllmg rig shal] not be removed from over the hole without prlor approval

‘ Include the API Number assigned to well by NMOCD on the subsequent report of settmg the

first casing string.

-The operator will accurately measure the drilling rate in ft. /min to set the base of the usable
water protection casing string(s) opposite competent rock. The record of the drilling rate along ‘
with the caliper- gamma ray-neutron well log run to surface will be submitted to this offlce as
well as all other logs run on the borehole 30 days from completion.

Air, air-mist or fresh water and nontoxic drilling mud shall be used to drill to the base of the
usable water protection casing string(s). Any polymers used will be water based and non-toxic.

CASING

1. The 8-5/8 inch usable water protection casing string(s) shall be set between 380 ft. and .
450 ft. in competent bedrock. In no way will operator be allowed to set water protection string in

a.

" Halite.

If cement does not circulate to the surface, the Roswell Field Office shall be notified and a
temperature survey utilizing an electronic type temperature survey with surface log readout
will be used or a cement bond log shall be run to verify the top of the cement.



b. - Wait on cement (WOC) time for a pllm’lly cementjob will be a minimum 18 hours for a water
basin or 500 pounds compression strength, whichever is greater. (This is to include the lead
cement). Wait on cement (WOC) time for a remedial job will be a minimum of 4 hours after
bringing cement to surface or 500 pounds compression strength, whichever is greater.

c. If cement falls back, remedial action will be done prior to drilling out that string.

2. 'l“he minimum required fill of cément behind the 5-1/2 inch production casing is sufficient to tie

back 500 feet above the uppermost perforation in the pay zone. If cement does not circulate, a

*temperature survey utilizing an electronic type temperature survey with surface log readout will be
- used or.a cement bond log shall be run to verify the top of the cement.

3. If hard band drill pipe is iotated inside casing, returns will be monitored for metal. If metal is found
in samples, drill pipe will be pulled and rubber protectors which have a larger-diameter than the tool

‘]omts of the drill pipe will be insmlled prior to continuing drilling operations

4. All casmg shall be new or reconditioned and tested casmg and meet API standards for new casing.
The use of reconditioned and tested casing shall be subject to approval by the authorized officer.
Approval will be contingent upon the wall thickness of any casing being' verified to be at least 87 172
per cent of the nommal wall thiekness of new ca%mg "

C PRESSURE CON TROL

1. Before drilling below the 8-5/8 inch Surface casing shoe, the blowout 'preVenter aésembly shall
consist of a minimum of One Annular Preventer or Two Ram- Type Preventers and a Kelly
Cock/Stabbmg Valve. - :

2. Before drilling below the 8-5/8 inch surface casing shoe, minimum working pressure of the
blowout preventer and related equipment (BOPE) shall be 2000 psi. :

3. The BOPE shall be installed before drilling below the 8- 8-5/8 1nch surface casing shoe and shall
be tested as described in Onshore Order No. 2. Any eqmpment failing to test sat1sfactouly shall
be repaired or replaced. ;

4. The BLM Roswell Field office shall be notified a minimum of 4 hours in advance for a
representative to w1tness the tests.

s. _ Th_e BOP/BOPE test shall include a low .pressnre test from 250 to 300 psi. The test will be held -
for a minimum of 10 minutes if test is done with a test plug and 30 minutes without a test plug.

6. Al tests are required to be recorded.on ei eali_brated test chart.’A copy of the BOP/BOPE test
will be submitted to the BLM Roswell Field Office at 2909 West Second Street, Roswell, New
Mexico 88201. ‘

7. 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.




8. Testing must be done in a safe workmanlike manner. Hard line conneclions shall be required. -

9. The requested variance to test the BOPE prior to drlllmg below the 8-5/8 inch surfaee casing
to the reduced pressure of 1000 p51 using the rig pumps is approved.

8

D. MUD PR()GRAM REQUIREMENTS

- The drilling opcxatlons of this well will be conducted in accordance with the Onshore Oil and Gas
Order No. 2 as provided in 43 CFR 3164.1. This includes well control equipment and its testing, mud
system and associated eqmpment and the casing and cementmg

1. Sulﬁcmnt quantmes of mud materials shall be mamtamed at the well site, at all tlmes for the
- purpose of assuring well control. :

2. A mud test shall be performed at least every 24 hours after mudding up to determine, as
applicable density, visCosity, gel strength, filtration' and PH.

.3. Visual mud ‘monitoring equipment shall be in place to detect volume changes mdlcatlng loss or
gam of circulating fluid volume. '

L. PRODUCTI()N
: Placement of Production Facilities

Production facilities should be placed on the well pad to allow for maximum mtenm re- contourmg and
re-vegetation of the well locatlon :

Containment Structures.

The containment structure shall be constructed to hold the capacity of the entire contents of the largest
tank, plus 24 hour production, unless more stringent protective requirements are deemed necessaly by
the Authorized Officer. *

Painting Requirement

All above-ground structures including meter housing that are not ‘subject to safety requifements shall
be painted a flat non- reﬂectlve paint color, Covert Green (Standard Env1ronmental Color Chart June -

2008)
Venting and Flaring of Gas

- Operator will follow all guidelines set forth under Notice to Lessees and Operators of Onshore Federal
Oil and Gas Leases (NTL-4A) regarding Royalty or Compeiisation for Oil and Gas Lost. Under part-

* IV Venting or Flaring the operator or lessee will be required to apply for venting or flaring of gas 30
days prior to subject activity. Operator or lessee will not be required to obtain approval under these, .
conditions: Emergencies, well purging and evaluation tests, or initial production tests. To request
long-term venting or flaring operator or lessee must submlt fo1m 3160-5 for approval prlor to any

-venting or flaring of gas.



Completion 'Report-

I accordance with 43 CFR 3160, Form 3160- 4 (Well Completion or Re-completion Report and Log)
must be submitted to the Bureau of Land Management, Roswell Field Office within 30 days after

~ completion of the well or producer. Copies of all open hole and cased hole logs; core descriptions,
core analyses, well test data, geologic summaries, sample descriptions, formation test reports, .
stimulation reports, directional survey (if applicable), and all other surveys or data obtained and
compiled during the dnlllng completion, und/ol woxk over operations, shall be meluded with Form

3160-4.
M. Fale.ility Re'quire.ment‘ ‘
None |
N.  INTERIM RECLAMATION

Reclamation earthwork for interim and/or final reclamation shall be completed within 6 months of -
well completion or well plugging (weather pelmlttmg) and shall consist of: . 1) backfilling pits, 2) re-,
contouring and stabilizing the well site, access road, cut/fill slopes, drainage channels, utility-and
pipeline corridors, and all other disturbed areas, to approx1mate]y the original contour, shape, function,
and confi guration that existed before construction (any compacted backfilling activitiés shall ensure
proper spoils placement , settling, and stabilization)., 3) surface" ripping, prior to topsoil placement, to
a depth of 18-24 inches deep on 18-24 inch centers to reduce compaction, 4) final grading and
replacement of all topsoil so that no topsoil’s remains in the stockpile, 5) seedmg in accordance w1th
reclamatlon pOFtIOnS of the APD and these COA

: Any subsequent re- dlsturbance of mterlm reclamatlon shal] be reclalmed w1thm SiX (6) months by the
same means described herein.

Prlor to conductmg mterlm reclamation, the operator is required to:

° - Submlt a Sunchy Notices and Repons on We]ls (Notlce of Intent) ‘Form ?160 3, pnm to conductlng
intérim reclamation. : , . .

o Contact BLM at least three (3) wor kmg days prior to conductmg any interim 1ec]amat10n act1v1t1es .and
prior to seeding. :

During reclamation, the removal of caliche is important to increasing the success of revegetatmg the
site. Removed caliche. may be used in road repairs; fire -walls or for bu11dmg other roads and locations.
In addition, in"order to operate the well or complete workover operations, it may be necessary to drive,
park and operate on restored interim vegetation within the previously disturbed area. Disturbing
revegetated areas for production or workover operations will be allowed. If there is significant
disturbance and loss of vegetation, the area will need to be revegetated. Communicate w1th the
appropuate BLM offlce for any exceptions/exemptions if needed.

Disturbing re-vegetated areas for production or work over operations will be allowed. If there is
significant disturbance and loss of vegetation, the area will need to be re-vegetated. Commumcate w1th‘
‘the appropriate BLM office for any exceptlons/exemptlons 1f needed. :

Use a certified noxious weed-free seed mixture. Use seed tested for viability and punty in accordance
‘with State law(s) w1th1n nine months prior to purchase Use a.commercial seed mixture certlfled or



lL}_,lSlC['(,d and tagged in accmdancc with State law(s). Make the seed mixture labels available for
BLM inspection.

PECOS DISTRICT, BLM
SEED MIX FOR

The foflowing Soils or Soil ngwci‘mimls wy represent these ecologeal sites:

ECTOR VERY COBBLY LOAM. 3-15% LUDI:
ECTC )RVE'RY COBBLY LOAM, DRT 3-15% SL.OPE

Shallow SD-3 Egcloma.‘al Site
Very Shadlow. CP-4 Ecological Site |

APRIL 4, 2006

Povnds of Pure
Lave Sced Per Acic

Conuuon Nae

and Preferred Yarlety 5_!._!5_[}}»1430 \' ame

~ ‘Blue pama
- Or Black grama

{ Boutelona gracilis;') 3.00

(B. eriopoda)

Sideonts grama (ﬁcmtelmm curtipendulaj 2,00

New Mexico Featherarass ' (Snpa rwonu’w,mm) 1.00
Or Green sprangletop (Leprochiea dubic) N

© Diesert ar Sealet { Spy'mdmlcm ambigua 1.00

Globemallow or 8. coceing)

Croton A{Creton 3!).11:? 1.00

Buckwhent © {Eriogouum spp) 1,09

TOTAL POUNDS PURE LIVE SEED (pls) PER ACRE ‘ 900

Ceriified Weed Free Seed
IE oue species is not avnilable
- Imercase ALL other proportionaichy

Useno less than four (4 species, mc!lldm" oue (1) fovb

N less than 9 pouads pls per acre shall be apphed.

APPPROVED: _#3/_Douslas I Burger . _
' ‘District Manager. Pevos District -



0.

FINAL ABANDONMENT

1.

1.

Upon abandonment of the well a Notice of Intent for Plug and Abandonment describing
plugging procedures. Followed within 30 days you shall file with this office, a Subsequent
Report of Abandonment (Form 3160-5). To be included with this report is where the plug_,s
were placed; volumes of cement used and well bore schematic as plugged.

Upon abmldonment of the well, all casing shall be cut-off at the base of the cellar or 3-feet
below final restored ground level (whichever is deeper). The well bore shall then be covered
with a metal plate at least % inch thick and welded in place. The following information shall

* be permanently inscribed on the dry hole marker: Well name and number, the name of the

operator, the lease serial number, the surveyed location (the quarter-quarfer section, section,

E township and fange or other authorized survey demgnatlon acu,ptable to the authorized officer;

such as metes and bounds).

The Operator shall promptly plug and abandoned each newly completed re- completed

‘or producing well which is not capable of producing in paying quantities. No well may be

temporarily abandoned for more than 30 days without prior approval from this office. When

justified by the Operator, BLM may authorize additional delays, no one of which may. exceed

an additional 12 months. Upon remoyal of drilling or producing equipment form the site of a
well which is to be permanently abandoned, the surface of the lands disturbed shqll be

‘reclaimed i in accordance with an appl oved Notice of Intent for reclamation.

SURFACE USE PLAN OF OPERATIONS

Surface Reclamation must befco.mplet‘ed within 6 m:onthsjof well plugging. The Operator shall
submit to this office a Notice-of Intent for Reclamation with described procedures, Form 3160-

Q. PiPELINE PROTECTION REQUIREMENT |

P1 ecautlonary measures shall be taken by the operator during construction of the access road to protect -
existing p1pelmes that the access road will cross over: An earthen berm; 2 feet hlgh by 3 feet wide and .

.14 feet across the access road travel way (2' X 3' X 14"), shall be.constructed over existing pipelines.

The operator shall be held responsible for any damage to existing pipelines. If the pipeline is ruptured -
~and/or damaged the operator shall immediately cease construction operations and repair the pipeiine
" The operator shall be held liable for any unsafe.construction operations that threaten human hfe and/or
cause the destruction of equipment. -

R.

RANGE ‘REQUIREMENT

The Operator shall keep traffic to a minimum, with the speed limit less than 20 MPH. When conflicts thh

livestock do arise as a result of the access road and well pad constr uctlon in-consultation with the allottee,
measures will be taken to 1esolve the conflicts.

S.

WILDLIFE REQUIREMENT

Netting storage tanks and installation of cones on separator stacks would alleviate losses of wildlife species.

Location is within the 2008 Special Status Species RMPA. There are no known LPC or DSL locations or-
habitat for either species at this time. Mitigations are not needed at this time. If either spec1es began to utilize
th1s area in the future, necessaly stipulations will apply.



EXHIBIT -D
o ~ December 2013 -
BLM Serial Number: NM-131597 ,
Company Reference: Mack Energy Corporation

SUR'FACE INSTALLED PIPELINE STIPULATIONS
FOR THE ROSWELL FIELD OFFICE, BLM

The Holdu agrees to comply with the, lollowmg stipulations to the satlsfactlon of the Authorized
Officer, BLM.

. The Holder shall indemnify the United States against any liability for damage to life or property
arising f rom the occupancy or use of pubhe hnds under this authorization.

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 U.S.C. 2601, et. seq.) with regard to any toxic substances that are used,

~generated by or stored on the pipeline route or on facilities authorized. (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

Feder al agency or State government.

3. The Holder agrees to indemnify the United States agamst any hab1]1ty 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 pipeline).
This agreement applies without regard to whether a release is caused by the Holder, its agent, or -
unrelated third parties. :

4. If, during any phase of the construction, operation, maintenance, or termination of the pipeline,
any oil or other pollutant should be discharged, impacting Federal lands, the control and total removal,
disposal, and cleaning up of such oil 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 to Federal lands resulting therefrom,

- the Authorized Officer may take such measures as deemed necessary to control and cleanup the
dlscharge and restore- the area, 1nc1ud1ng, where appropriate, the aquatic environment and fish and

* wildlife habiiats, at the full expense of the Holder. Such action by the Authorized Offlcer shall not -
relieve the Holder of any hab111ty or respons1b1hty

5. Any. cultural and/or paleontologlcal 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 operat1ons 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.

6. The holder is hereby obligated to comply with procedures established in the Native American
Graves Protection and Repatriation Act (NAGPRA) to protect such cultural items as human remains,

" associated funerary objects, sacred objects, and objects of cultural patrimony discovered inadvertently
- during the course of project implementation. In the event that any of the cultural items listed above
are discovered during the course of project work, the proponent shall immediately halt the disturbance
and contact the BLM within 24 hours for instructions. The proponent or initiator of any project shall
‘be held responsible for protecting, evaluating, reporting, excavating, treating, and disposing of these
cultural items according to the procedures established by the BLM in consultation with Indian Tribes."

7. The holder shall be held responsible if noxious weeds become established within the area.
Evaluation of growth of the noxious weeds shall be made upon discovery. Weed control will be

" required on the disturbed lands resulting from this actions, which include the roads, pads and
associated pipelines and on adjacent lands affected by the establishment of weeds due to this action.

The holder shall insure that the equipment and or vehicles that will be used to construct, maintain and

o zidministcr the access roads, well pad, and resulting well are not polluted with invasive and noxious

- weed seeds. Transporting of invasive and noxious weed seeds could occur if the equipment and
vehicles were previously. used in noxious weed infested areas. In order to-prevent the spread of
noxious weeds, the Authorized Officer shall require that the equipment and vehicles be cleaned with
either high pressure water or air prior to construction, maintenance and -administration of the access
roads, well pad, and 1esu1tmg well.

The holder is responsible for consultation with the authorized officer and/or local authorities fof
acceptable weed control methods, which include following EPA and BLM requirements and policy.

8. The holder shall be responsible for maintaining the site in a sanitary condition at all times; waste
materials shall be disposed of promptly at-an appropriate waste disposal site. "Waste" means all

- discarded matter including, but not limited to human waste, trash, garbage, refuse, oil drums,
petroleum ploducts ashes and equlpment '

9. The holder shall conduct all activities associated with the constructlon operatlon and termination
of the pipeline within the authorlzed limits.

10. The-holder shall minimize disturbance to existing fences and other improvements on public lands.

The holder is required to promptly repair impacted improvements to at least their former state. The

Holder shall contact the owner of any improvements prior to disturbing them. When necessary to pass

through a fence line, the fence will be braced on bothsides of the passageway prior to cutting of the
fence.. No permanent gates will be allowed unless approved by the Authorized Officer.

11. All above-ground structures not subject to safety requirements shall be painted by the holder to
blend with the natural color of the landscape. The paint used shall be a color which simulates
"Standard Environmental Colors" designated by the Rocky Mountain Five-State Interagency
Committee. The color selected for this project is Juniper Green, Standard Environmental Color Chart -
CC-001 June 2008.

12. The holder shall post signs designating the BLM serlal number assigned to this authorization at
the following locations: the points of origin and completion, or entry to and exit from public lands, of
+ the pipeline and at all major road crossings. These signs will be posted in a permanent, consplcuous
manner, and will be maintained in a legible condition for the term of the right-of-way.



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

14. The holder shall be liable for damage or injury to the United States to the extent provided by 43

- CFR Sec. 2886.13. The holder shall be held to-a standard of strict liability for damage or injury to the -
United States resulting from fire or soil movement (including landslides and slumps as well as wind
and water caused movement of particles) caused or substantially ager avated by any of the following
within the rng:,hl of- way or permit area: :

T A Activities of the holder, including but nol limited to, construction, operation, maintenance, and
termination of the f'lcrhly :

" B. Activities of other parties including but not llnnled to: -
- (I). 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
ordmary rules of neghgence of the Junsdrctron of in which the damagc of injury occurred.

This section shall not impose strict llabrlrty for damag,e or m]ury resulting prrmauly from the negligent
acts of the United States. ~

15. No blading or clearmg of any vegetation will be allowed unless approved in wrmng by the
Authorized Officer. 4 .

16. 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 than suspended across these features.

17. The pipeline shall be buried a minimum of 48 inches under all roads, including "two%racks " and
~ trails. Burial will continue for 20 feet on each side of each crossing. The condition of the road, upon '
completion of the construction, shall be returned to at least its former state, w1th no bumps, dips, or

soft spots remaining in the road surface.

18. All surface pipelines laid on the surface will have sloped dirt berms built over them every 50 feet
to allow feptiles, amphibians, small mammals, ground-dwelling birds and their broods access over
them. Dirt berms should be no less than 12 inches in width and extend over all surface pipelines within
the Right of Way Berms should be maintained for the life of the project.

* Note from Stlpulatlon No. 12: Although any ]egrble means of marking your right-of-way is acceptable, even
decal appliques, most quickly wear away and become illegible, requiring frequent maintenance to remain in
compliance with the stipulation. An excellent, very long-lasting, low maintenance sign is a metal plate %" or
more in thickness, 2" to 3" high, and about 1 foot long, with the BLM ‘serial number cut into or welded onto the
" metal. When this type of sign is painted as per Standard Stipulation No. 11 and supported at least 18" above the
ground, it can remain legible and in good condition for many years without further upkeep.



