Form 3160-3
(March 2012)
UNITED STATES

DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

APPLICATION FOR PERMIT TO DRILL OR REENTER

N.M. OIL CONSERVATION DIVISION
§11 5. FIRST STREET
ARTESIA, NM 88210

FORM APPROVED
OMB No. 1004-0137
Expires October 31, 2014

§. Lease Serial No.
NMNM-4434
6. If Indian, Allotce or Tribe Name

[ ]reenter

gDRILL
Ib. Type of Well: g Oil Well D(jas Well E]O(her

la. Type of work:

Single Zone D Multiple Zone

7. If Unit or CA Agreement, Narne and No.

8. Lease Name and Well No

Victoria Federal #4 é

2. Name of Operator
Mack Energy Corporation

e RyATY Za

2 7837> 20-005- 64188

3a. Address
PO Box 960 Artesia, NM 88211-0960

3b. Phone No. {include areu code)
(575)748-1288

10. Ficld and Pool, or Exploratory

Round Tank; San Andres £5 2 7707

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

Avsurface 2310 FNL & 2310 FEL

1. See., T. R. M. or Blk, and Survey or Arca

At proposed prod. zone 23 10 FNL & 2310 FEL

Sec. 30 TI5S R29E

14. Distance in miles and direction from nearest town or post office*
12 miles northwest of Loco Hills, NM

13. State
NM

12. County or Parish

2250

Chaves

15, DiSm’"CC from proposed* 16. No. of acres in lcase 17. Spacing Unit dedicated to this well
location to nearest
property or lease line, ft.
(Also to 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,
ﬁppllCd (0[, on this lease, ft. 1320' 3500 NMB000286
21. Elevations (Show whether DF, KDB, RT, GL, ¢tc.) 21, Approximate dale work will start 23. Estimated duration
' 3741'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:

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).

4. Bond to cover the operations unless covered by an existing boncl on rile (see
Itern 20 above),

'5. Operator certification
6. Such other site specific information and/or plans as may be required by the

25. Signature Name (Printed/Typed) Dale
Oa,uk. L{j M Jerry W. Sherrell 7/9/13
Title
Pr oductxon Clelk
Approved by (Signature) Name (Printed/Typed) Date
es , .
1S/ A "ﬂe[May ng el Vl/laucs - L | 12723-/3

e Assistant Field Manager, T GOSWELLFIELDCRRCE  ponoven FoS 2 VERRS

Laf’do And Mlnnrn!o

Application approval does not warrant or certify that the applicant holds legal or

conduct operations thercon.
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 to make to any department or agency of the United
States any false, fictitious or fraudulent statements or representations as to any matter within its jurisdiction.

(Continucd on page 2)

SR WATS saspy

APPROVAL SUBSECT TO
GENERAL REQUIREXAENTS AND
SPECIAL STIPULATIOMS ATTACHEL

CEABNT BEV4D THE , AT
CASWNG musT R C T CULATED

WITNESS

*(Instructions on page 2)

RECEIVED
DEC 26 2013

 NMOCD ARTESIA




APD CERTIFICATION

I hereby certify that L, 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. I 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: _Z-7-240/3 Signed: _ /Oaﬁ- L(J M

rry W. Sherrell
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DISTRICT I

1625 N. FRENCH DR., HOBBS, NM 88240
‘3

>

. [}
!

DISTRIAT II

1301 W. GRAND AVENUB, 4RTESIA, NM 88210

- DISTRICT III
1000 Rio Brazos Rd., Aztec, NM 87410

DISTRICT IV

1220 S. ST. FRANCIS DR., SANTA FE, NM 87505

State of New Mexico

'
Energy, Minerals and Notural Resources Department

OIL CONSERVATION DIVISION

1220 SOUTH ST. FRANCIS DR.
Santa Fe, New Mexico 87505

WELL LOCATION AND ACREAGE DEDICATION PLAT

Form C-102

Revised October 12, 2005

Submit to Appropriate District Office
State lLease - 4 Copies

Fee Lease ~ 3 Copies

O AMENDED REPORT

API Number Pool Code Pool Name ]
‘50«0 05 - 517{/3 52770 Round Tank: San Andres
Prope Code Property Name ¥Yell Number
y VICTORIA FEDERAL 4
OGRID No. Operator Name Elevation
013837 MACK ENERGY CORPORATION 3741°
Surface Location
UL or lot No. Section Township Range Lot ldn Feet from the North/South line Feet from the East/West line County
G. 30 15-S 29-E) - 2310 NORTH 2310 EAST CHAVES
Bottom Hole Location If Different From Surface
UL ar lot No. Section Township Range Lot ldn Feet from the North /South line Feet from the Eagt/West line County

Dedicated Acres

40

Joint or Infill

Consolidation Code

Order No.

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 certfy that the information
hereln (s true and complete to the best of
my knowledge and belief, and that this
organization either owns a working Iinterest
or unleased mineral interest fn the land
Including the proposed bottom hole location
or has a right to drill this well at this
location pursuant lo a contract with an
owner of such mineral or working interest,
or to a voluntary pooling agreement or a
compulsory pooling order heretofore entered

<2310

by the division.

gﬁd Shevel 12:9-08

|
CEODETIC COORDINATES
NAD 27 NME

Y=723138.2 N
X=581895.5 £

LAT.=32.987690" N
LONG.=104.066248" W

/ ngnatuge Date
3731 :Q." --——3-1743' Jerry W. Sherrell
i 1 ” Printed Name
/7
S é,/ ' Z 12310
e - i |
| l;/__BQO'__J' SURVEYOR CERTIFICATION
T 3733.9° 3748.1

I hereby certify that the well localion
shown on this plat was plotted from field
noles of actual surveys made by me or
under my supervisfon, and that the same is
true and correct to the best of my belicf.

OCIQ\B\E\R\ 22, 2008
Date S‘"’\’f}‘i/ F/PH””‘
I/’

JC

ngn p e. .&°8éél q

l Pr.Q& slongl Ml;rvqyor*' [/ %
X
g

-p B & e 9P

vl.—n‘= j:
%‘%{% 126415
oy '-d

‘/"RSDYQALD“ i EIDSON 3239

— |
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S A
" LOCATION VERIFICATION MAP

i

390" OF PROPOSED ROAD

CONTOUR INTERVAL:

BASIN WELL, N.M. — 10’
SEC._30 TWP._15-S RGE._29—-£ KING CAMP, N.M. — 10

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

PROVIDING SURVEYING SERVICES

: : SINCE 1946

N SOHN WEST SURVEVING COMPANY
412 N. DAL PASO

HOBBS, N.M. 88240

(505) 393-3117

DESCRIPTION 2310" FNL & 2310° FEL

ELEVATION 3741
MACK ENERGY

OPERATOR CORPORATICN

LEASE VICTORIA FEDERAL

U.S.G.S. TOPOGRAPHKIC MAP
BASIN WELL, N.M.




, - - - - .
SECTION 30, TOW. “HIFP 15 SOUTH, RANG 29 EAST, N.M.P.M.,
. CHAVES COUNTY, ) ) NEW MEXICO
373100 600’ A 3743.5°
150" NORTH
OFFSET
3736.2"
o 150" WEST VICTORIA FEDERAL #4 (50" EAST _
S OFFSET G O O OFFSET §
3732.9 ELEV. 3741.1’ 3741.4
LAT.=32.987690° N _
LONG.=104.066248° W
150" SOUTH
OFFSET
3744.1°
3733.9' 600" | 3748.1°
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 — ‘ i
11.0 MILES. TURN LEFT AT CO. LINE RD. AND GO colo ] =100
NORTHWEST APPROX. 4.8 MILES. VEER RIGHT AND ‘ .
GO NORTHWEST APPROX. 0.1 MILE TO A PROPOSED
ROAD SURVEY. FOLLOW RCAD SURVEY SOUTHWEST MACK ENERGY CORPORATION
APPROX. 39C FEET TO THIS LOCATION. :
VICTORIA FEDERAL #4 WELL
. P LOCATED 2310 FEET FROM THE NORTH LINE
FROVIDING SURVE NG SERVICES AND 2310 FEET FROM THE EAST LINE OF SECTION G
[ y ; y OWNSHIP 15 SOUTH, RANGE 29 EAST, NM.P.M.,
/ 4%” g SO FE. f Z 5/:7‘?0’;‘5;_}, g’gocole ANy CHAVES COUNTY, NEW MEXICO.
% HGCBES, N.M. 88240
—‘ 505) 395-3117 Survey Dater  10/22/08  |Sheet 1 of 1 Sheets
W.O. Number: 08.11.1825 |Dr By: JC {rev 11/
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[ oo [ ol

A 858 Ms

Dete: 10/24/08 |
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VICINITY MAP

Y8/ XY N

T TR SR

2 MILES

SEC. 30 TWP. 18-S RCGE._29-E

PROVIDING SURVEYING SERVICES
1 SINCE 1946 -
B JOHN FEST SURVEYING COMPANVY
412 N. DAL FASO
HOBBS, N.M. 88240
(505) 392-3117

SURVEY N.M.P.M.

COUNTY_CHAVES STATE _NEW MEXICO
DESCRIPTION 2310° FNL & 2310" FEL

ELEVATION 3741’
) MACK ENERGY
GFERATOR CORPORATION |
LEASE VICTORIA FEDERAL . -
S ARNED
LANNED



Attached to Form 3160-3

Mack Energy Corporation

Victoria Federal #4

2310 FNL & 2310 FEL, SW/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 2200°
Queen 1500°

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

Water Sand 150° Fresh Water
Yates 7700 Oil/Gas
Queen 1500° 0il/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 =~ Wt, Grade, Jt, cond, collapse/burst/tension .
12 4" 0-450° 85/8” 244#, 1-55, ST&C, New, 6.808/5.537/5.9
77/8” 0-3500 5% 17#,1L-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 ¥” 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 #4

2310 FNL & 2310 FEL, SW/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 plpe 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. = _

D Further testing procedures will be determined at TD.

10. Abnormal Conditions, Pressures, 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 #4

2310 FNL & 2310 FEL, SW/NE, Secc. 30 T158 R29E
Chaves County, NM

10.

1.

Attachment to Exhibit #10
NOTES REGARDING THE BLOWOUT PREVENTERS
Victoria Federal #4
Chaves County, New Mexico

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

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. | ltems Min. Min.
I.D. Nominal
1 Flowline 2"
2 Fill up line 2"
3 Drilling nipple
i 4 Annular preventer
5 Two single or one dual hydraulically
operated rams
6a Drilling-spoo! 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. (Alternate to 6a above)
7 Valve Gate 31/8
Plug
8 Gate valve-power operated 31/8
Line to choke manifold 3"
10 7| Valve Gate 21116
Piug
11 Check valve 21/16
12 Casing head
13 Valve Gate 113/16
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 SENERAL NOTES:
pressure of preventers to be 2000 psi 1. 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, etc., 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. Kelly equipped with Kelly cock. have mi‘nimum working
5. Inside blowout preventer or its pressure equal to rated
equivalent on derrick floor at all working pressure of
times with proper threads to fit pipe preventers up through choke
being used. valves ll:llISl be full opening
6.  Kelly saver-sub equipped with rubber and suitable for high pressure
casing protector at all times. mud ser%vice.
7. Plug type blowout preventer tester. 3. Controls to be of standard
8. Extra set pipe rams to fit drill pipe in design 2:1“(1 each marked,
use on location at all times. showing opening and closing
9. Type RX ring gaskets in place of position
Type R. 4. Chokesiwill be positioned so
as not to hamper or delay
MEC TO FURNISH: changin‘g of choke beans.
I.  Bradenhead or casing head and |
~ side valves. . ‘

2. Wear bushing. If required.

10.

Replaceable parts for
adjustable choke, or bean

-~ sizes, retainers;and choke

wrenches to be conveniently
located for immediate usc.
All valves to be equipped with
hand-wheels or handles ready
for immediate use.

Choke lines must be suitably
anchored.

Handwheels and extensions to
be connected and ready for
usc.

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

All'scamless 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

Exh:ibit #11
MIMIMUM CHOKE MANIFOLD
3,000, 5,000, and 10,000 PSI Working Pressure

3M will be used
3IMWP-5 II\AWP- 10 MWP

Below Substructtjnre

Mud Pit

Reserve Pit

* Location of separator optional

Mimimum requirements

3,000 MWP l 5,000 MWP 10,000 MWP
No. LD. | LD. L.D.
Nominal Rating! Nominal | Rating 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"x3"x 2" ! 10,000
3 Valve ?,Ial:; 318 3,000 || 31/8 5000 | 318 10,000

Valve Gate i I
4 Plug 13/16 3,000 | 113/16 5,000 113/16 10,000
4a Valves (1) 21/16 3,000 '] 21/16 5,000 21/16 10,000
5 Pressurc Gauge 3,000 | 5,000 10,000

, |

6 | Valve gﬁ:; 3118 3,000 | 31/8 5000 | 318 10,000
7 Adjustable Choke (3) 2" 3,000 1|2 5,000 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% - - - 410,000 -
| valve ?,Ialtz 318 3000 || 3178 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 Bclllot; reading compound 3,000 , 5.000 10,000

Standpipe pressurc quage i
15 Gas Scparator 2'x5' ' 2'x5' 2' x5!
16 Line 4" 1,000 4" 1,000 4" 2,000
17| Valve gl“l‘lz 318 3,000 1| 318 5000 | 318 10,000

(1) Only one required in Class 3M

(2) Gale 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.

EQUIPMENT SPECIFICATIONS AND INSTALLATION INSTRUCTION

1. Alt connections in choke manifold shall be welded, studded! flanged or Cameron clamp of comparable rating.

2. All flanges shall be APl 6B or 6BX and ring gaskets shall be APl RX or BX. Use only BX for 10 MWP.,

3. All lines shall be securely anchored. |

4. Chokes shall be equipped with tungsten carbide seats and ncedles, and replacements shall be available.

5. alternate with automatic chokes, a choke manifold pressure ;gauge shall be located on the rig floor in conjunction with the

standpipe pressure gauge. i
6. Line from drilling spool to choke manifold should bee as straight as possible. Lines downstream from chokes shall make tums
by large bends or 90 degree bends using bull plugged tees :

|
I
|
\
|
|
!

I
i
0
|
i
1
1
1
|




Hydrogen Sulfide Drilling Operations Plan

Mack Energy Corporation
MANIFOLD SCHEMATIC
Exhibit #12

Drilling Operations
Choke iVianifold
3M Service

Exhibit12 - Choke Manifold Diagram

oW
s[qeIsnipy
j2nuey

NEA
uone[os;
33(1‘!3

|
I
| 1
| 8" Nominal {  Mud Tanks
I , B i

|
Shaker

Separator
— —-Optionat- —




Attached to Form 3160-3 ’

Mack Energy Corporation ‘
Victoria Federal #4

2310 FNL & 2310 FEL, SW/NE, Sec. 30 TISS R29E
Chaves County, NM

Mack Enel’}'gy 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 mStI‘l‘lCtOl‘ in the following areas prior to commcncmg
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 plocedures

. )
In addition, supervisory personnel will be itrained in the following areas:

1. The effects of H2S on metal compénents. If high tensile tubular are to be used,
personnel well be trained in their special maintenance requirements.

2. Corrective action and shut-in pr ocedures when drilling or reworking a well and
blowout prevention and well conlrol procedures.

3. 'The contents and requirements of the H2S Drilling Operations Plan and Public

Protection Plan. ;

There will be an initial training session juslt prior to encountering a known or probable H2S

zone (within 3 days or 500"feet)'aiid‘we'ék§y H2S and well control drills for all personiiel 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 enougﬂ that a contingency plan is not required.

II. 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, jor 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:




Attached to Form 3160-3
Mack Energy Corporation
Victoria Federal #4 ]

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

i
i
i
i
!

6.

7.

8.

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. Wind dir&ection indicators as shown on well site diagram (Exhibit #8).

B. Caution/Danger signs (Exhibit #7) shall be posted 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.

S. 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.

v

Metallurgy:

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

Communication:

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

Well 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 #4

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

B. There will be no drill stem testing.

EXHIBIT #7

OFFICE

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

MACK ENERGY CORPORATION

1-575-748-1288

Warning sign @ accessroad entrance
ez

Cat Walk

Prevailing Wind Direction Flare Line
Summer - Southeast
Winter - Northeast
Closed Hoop
. equipmgnt._
Mud Substructure
) and Doghouse
10
O
1
3
1
P | Company Trailer

6 Primary Briefing Area

e

o

A4
O

B

H2S Monitors with alarms at the bell nipple

Wind Direction Indicators

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.................... 432-934-1596............... 748-1288
Donald Archer.................. T48-T875. i, 748-1288
Emilio Martinez............ ....432-934-7586............... 748-1288

Kevin Garrett.................... 432-934-7948............... 748-1288

Agency Call List (575)

Roswell '
State Police......cooovviiiiiiiiiii 622-7200
City Police......ooviniiiiii e 624-6770
Sheriff’'s Office.......coooiiiiiii 624-7590
Ambulance..........oooiiiiiiii 624-7590
Fire Department...........coooeiiiiiiiiiiiiiiiiiiiinienee 624-7590
LEPC (Local Emergency Planning Commiittee............ 624-6770
NMOCD. .. e e e, 748-1283
Bureau of Land Management...................cooooeennee 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. ..o e 746-2757

Par Five.....ooioii 748-9539

Flight For Life-Lubbock, TX..............cooooviiniin. (806)743-9911

Aerocare-Lubbock, TX...........ooooiiiiiiii (806)747-8923
-Med-Flight Air-Amb-Albuquerque, NM::.«. oo oo00:(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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Exhibit #6

1. Proposed Access Road:

Vicinity Map this is an existing location with existing road. Proposed upgrade of existing road has been built 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 fess 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 BLM 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. Mack Energy Corporation will get approval to add this well to existing off lease facility.

B. 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, 3750’ in length with a 40 psi working pressure.

i 1 v , ' Gas Meter
“t oy " " ” located in the
) SESW Sec. 19
T15S R29E
- D3 #727007
o . - .
il 500bbl 500bbl 500bbl . 500bbl
5 Oif Tank Oil Tank’ il Tank Water
© Y SRS S WY SOURUTY [ WX SR y
S N a
51 5-2 53
Waternumaead gl
Victoria Calgary Round Tank SWD
Federal Federal X
Calgary Federal TB e Mack Energy Corporation
NENE Sec. 25 T15S R28E 11344 Lovington Hwy
Lease NMNM4433 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 ° 'E-2 Closed “TE2°0pen ) ) D E-20pen” 7777 TTE-2°0pen . "E-2'Closed -
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 S-1 Closed S-1 Closed S-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. 1f 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.

B.

-

.

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

Driliing 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.

. 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 willbe required. =~~~ 7 77T )
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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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 p1t
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. Lessec’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:
CONDITIONS OF APPROVAL
PECOS DISTRICT .
Roswell Field Office
2909 West Second
Roswell, NM 88201

OPERATQRS NAME: Mack Energy Corporation |
LEASE NO: NMNM-4434
-WELL NAME & NO: Vlctorla Federal #4

_ SURFACE HOLE LOCATION:
2310’ FNL & 2310’ FEL Section 30 T15S R29E Chaves County, New Mexmo

A. GFNERAL PROVISIONS

- The approval of thc, Application For Permit To Drill (APD) is in compliance with all applicable laws
and regulations: 43 Code of Federal Regulations 3160, the lease terms, Onshore Oil and Gas Orders,

- Notices To Lessees, New Mexico Oil Conselvatlon Division (NMOCD) 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.

The Operator shall sﬁbmit a Sundry Notice (F¢rm 3160-5) to the Bureau of 'Land Managément, _
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 31te facility diagram (Onshoré Order 3, Section 111, I. and 43 CFR 3162.7- 5(d)) for the purposle ofa
site security plan (Onshore Order 3, Section III. H and 43 CFR 3162.7-5 ¢ shall be filed no later than
60 calendar days following first production.

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 drilling 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, PALEONTOLOGYA& HISTORICAL SITES

The project falls within the area covered by the Permian 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 whiéh 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 to the undertaking into an account for offsite -



. . : : . :
mitigation. Participation in the Permian Basin MOA serves as mitigation for the effects 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 drscovcry and notify thc
BLM within 24 hours as required hy the Permian Basin MOA.

D. N()XIOUS WEFDS

The opcrator shall bc held rcsponslblc if noxious weeds become established within the areas of
operations (access 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 ad]acent land
affected by the establishment of weeds due to this action. The operator shall consult with the
Authorized Officer for acccptablc weed control methods, which mc]udc following EPA and BLM
rcquuements and pohcres :

E. CONSTRU(,TI()N N()TIFI(,ATION

The BLM shall admrmster complrance and monitor construction of the access road and well pad
Notify the Roswell Field Office at (505) 627-0272 at least three (3) workmg days prior to commencing
constructron of the access road and/or well pad. ; .

When constructron operations 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
available upon request by the Authorlzed Officer. -

Construction over and/or immediately ad]acent to LX]SLmé prpe]mes shall be coordinated, and in
'tccordance with, the relevant pipeline comp'tnres policy.

Any trench left open for eight (8) hours or less is not required to have escape ramps however before
the trench is backfilled, an agency approved 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 minimum of 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 thana ’%O degree slope and spaced no more than 500 feet apart

F. TOPSOIL

The topsoil will be stripped to approximately 6 inches in depth within the area designated for
construction of the well pad. The operator shall stockpile the stripped topsoil in shallow rows adjacent
~ to the constructed well pad. The topsoil will be used for interim and final reclamation of the suiface
disturbance created by the construction of the well pad. The topsoil will not be used to construct the
containment structure or earthen dike that i is'’constructed and maintained on the outside boundaries of
the constructed well pad. :




G CLOSED L()()P SYSTEMS

- No reserve pit wrll be used.
Slcel tanks are rcqu]rcd for drlllmg opuatrons No Pits Allowed

The opuator shall ptopu ly drspose of dullm0 contcnts atan authouzcd disposal site.
H FFDERAL MINERAL MATERIALS PI T -

' 'Thc wcll pads and access roads have been constr ucted and surfaced with callche If additional
material i$ needed payment shall be made to the BLM prior'to removal of any federal mineral -
materials ftom dny site othu than the reserve ptt Call the Roswell Field Office (575) 627-0270.

I WELL PAD QURFALIN(I
' Su’rfacmg of the well pad is not requn'ed;

‘lf the operator elects to surface the well pad, the surtacmg matertal will be requ1red to be 1emoved at
the time of reclamation. : : ‘

‘The well pad shall be constructed in a manner wh1ch creates the smallest p0351ble surface drsturbance,A
. consrstent wrth safety and operational- need : :

J. QN LEASE ACCESS R()A_D_S '
Ro'ad ‘Egreés and Ingr,ess |
lThe accesd roads are constructed on corner.
| .'Ro.ad Width |
The access 1oad shall have a drwmg surface that creates thevsmallest posmble surface dlsturbance and

does notexceed fourteen (14) feet in width. The maximum width of surface dlstmbance when
constructing the access road, shall not exceed thirty (30) feet. : :

Surfacmg :

Surfacing material is not required on the new access road dri\)ing' surface. If the operator elects to
surface the new access road or pad, the. surfacmg material. w1ll be required to be removed at the time of .
reclamatton '

' Where possible, no improvements.should be made on the unsurfaced access road other than to remove
vegetatron as necessary, road irregularities, safety issues; or to f111 low areas that may sustatn standtng
water

The Authorrzed Officer reserves the right to require surfacmg of any port1on of the access road at any
-time-deemed-necessary. Surfacing may be required in the event the road deteriorates; erodes, road o
traffic increases, or it is determined to be beneficial for future field development The surfacing depth o

and type of matertal w111 be determlned at the t1me of nottftcatlon c



" Crowning
Crowning shall be done on the access road driv'ing 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:
seelmn and plans for typical road construction.
Ditching .
Ditching shall be i'equired on both sides of the road.
Turnouts
“Vehicle. turnouits shall be constructed on the road. Turnouts shall be intervisible with interval spacing -

distance less than 1000 feet. Turnouts shall be constructed on all blind curves. Tumouts shall eontorm
to the following diagram:

Standard Turnout — Plan View

14" ~-w-mmmmmme oo Centerline of Road Drividg Surface -----=-=--=---=-------

25 o ‘L RV 25 ’

50

Drainage.

Dramage control systems shall be constructed on the entire length of road (e g dltches 31deh111
,outslopmg and mslopmg, lead-off ditches, eulvert mstallatlon and low water cnossmgs)

_ A typical lead-off ditch has a minimum depth of 1 foot below and a berm of 6 inches above natural
g ground level. The berm shall be on the down slope 51de of the lead-off dltch

~ Cross Section Of Typical Lead-off Ditch

1’ Minimum Depth

6"
Berm
on.
Down Slope

Side

NaturallGround Level

'All lead-off d1tches 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 depending upon existing soﬂ'

types and centerhne 1oad slope (in %);



Formula for‘ Spacing I nterval Of Lead-off l)ilches

anmple On a°4% road slope that is 400 feet lom, the water flow shall drain water into a ltad—otl
ditch: gpaung mtcrval shall be determined by the lollowmg formula: -

400 l‘ool‘-road with 4% road slope: | 400" + 100 = 200" lead-ofT ditch inter\'lal

| Cu_lvertInst.all'ation's
- Appropriately sized culvert(s) shall be installed at any deep'waterwa’y channel flow crossing.
Cattlegnards

‘ An apptopnately sized cattleguard(s) sultluent to carry out the pI’O]BCt shall be mstalled and -
' ~mamtamed at fence crossing(s). . .

Any ex1st1ng caitle guatd(s) on the access road shall be 1epa1red 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 ot be locked or closed to public use unless closure is spec1f1cally determined fo .
© be necessary and is authorized | in wntmg by the authorlzed ofﬁcer

A 'gate shall‘ be constru_cted and fastened securely to Hébt‘a(_:es.

Fence Requirement

e Whele entry 1s required across a fence lme the fence shall be br aced and tled off on both sides of the :
_ passageway prior to cuttmg : : :

The oper ator shall notify the private. surface landownex or the g1 azing allotment holder prlor to
c105smg any fence(s) : : '

Publie Access

Pubhc access along this road will not be restricted by the holder Wlthout specific wrltten approval ~
being granted by the authorized officer. Gates or cattle giards on. pubhc lands will not be locked or -
closed to.public use unless closure is specifically determined to'be ‘necessary and i is authorlzed in
wrltmg by the authorized ofﬁcer



Figure 1 — Cross Sections and Pl‘ans For:Typ'ical.Roa'd Sections
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V. -DRILLING

A DRlLLlN(y OPERA l’l()Nq REQUIRFMFN I‘Q '

| 1_.

Call thc Roswell Field ()chc 2909 Wcst Second St., Roswcll NM 88201. Durmg OHlLL hours .
‘or after office hours call (575) 627-0205. Engmcu on call during office hours call (575) 627- .

()275 or 'u‘tcr office hours call (‘375) 626- 5749

Thc BLM is1o be notr‘ncd a minimum ot 24 houls in: advancc fora rcptcscntau\/c o witness:
. Spudding well :

o b Settmg and/or Cementmg of all casing strmgs '

" The BLM is to be notified a minimum of 4 hours in advance for a rcpresentanvc to w1tness
Coa B()PE Tests

A tollow up report on Form 3 160 S conhrmmg the date 'tnd time of the 'tctual spud shall be

submrtted to the Roswell Field Offrce w1thm 5 workmg days from the date of spud.

_ Unless the production casing has: been run and cemented or the well has been properly

. ~ plugged, the drilling rlg shall not be removed. trom over the hole w1thout prlor appxoval

Include the API N umber assr gned to Well by N MOCD on thc subsequent report of settmg the
first casmg string. - : .

' The operator will accurately measure the drllhng rate in ft /min 0 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. offrce as
well as all other logs run on the borehole 30. days from completton -

- Air, air- mrst or fresh water and nontoxic drilling mud shall be used to dr111 to the base of the ,
(usable water protection casmg sttmg(s) Any’ polymers used will be water based and non- toxrc.‘

B. ‘CASING

1. The 8 5/8 rnch usable water protection casing strmg(s) shal] be set between 380 ft. and
450 ft. in competent bedrock. In no way will operator be a]lowed to set water p1otectlon strmg in

Hahte

a.

If cement does not cnculate to the surfftce the Roswe}l Freld OfflCC shall be notrfled 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 verrfy the top of the cement. '



b: Wait on cement (WOC) tlmc for a primary cement job W|ll bc 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 alter
“bringing cement to surface or ’50() pounds compncsslon strength, whichever is greater.

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

2. The minimum required fill of cement 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. _ '

.2 If hard band drill pipe is rotated inside casing, returns will be monitored for metal. If metal is found -
~in samples, drill pipe will be pulled and rubber pr otectors which have a larger diameter than the tool
joints of the drill plpe will be installed prior to continuing drilling operations.-

4. All casing shalllbe new or reconditioned and tested» casing and meet API standards for new casing.

“The use of reconditioned and tested casing shall be subject to approval by the authorized officer.
Apploval will be contingent upon the wall thickness of any casing bemg verified to be at least 87-1/2
per cent of the nominal wall thickness of new casing.

C. PRESSURE C()NTR()L

- 1. Before drilling below the §- 5/8 inch surface casing shoe the blowout preventex assembly 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 mch surtace casing shoe minimum workmg pressure of the }
blowout preventer and related equipment (BOPE) shall be 2000 p51

3. The BOPE shall be mstalled before drilling below the 8-5/8 inch surface casmg shoe and shall
’ be tested as described in Onshore Order No. 2. Any equipmeént f1111ng to test satlsfactonly shall
be repfurcd or replaced. " .

4, The BLM Roswell Field office shall be notified a mlmmum of 4 hours in advance fora
: representatwe to witness the tests.

5. The BOP/BOPE test shall 1nclude a low pressure test from 250 to 300 p51 “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. All tests are. requlred to be recorded on a cahbrated 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 approprlate clear lqulld suitable for sub -freezing
temperatures. Use of drilling mud for testing is not perm1tted since it can mask small leaks



8. Testing must be done in a safe workman like manner. Hard line connections shall be required.

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

D. MUD PROGRAM REQUIREMENTS

The drrlling y operations 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 equrpment and its.testing, mud
system and assocmtcd equrpmcnt and the casing and cementmg

1: Sufficient quantrtres of mud materrals shall be maintained at the well site, at all trmes tor the
' purpose of assurmg well control. :

2. A mud test shall be performed at least every 24 hours after muddmg up to determme as
applrmble densrty, viscosity, gel strength filtration, and PH )

- 3. Visual mud monrtormg equ1pment shall be in place to detect volume changes rndrcatlng loss or
gain of circulating ﬂurd volume. : : ‘

L. PRODUCTION.
Placement of Production Facilities

Productron facilities should be placed on the well pad to allow for maximum interim re-contouring and
re-vegetation of the well location.

'Contamment Structures

The containment. structure shall be constr ucted to hold the capacrty of the entire contents of the largest
tank, plus 24 hour production, unless more stringent protective requirements are deemed ‘necessary by
the Authorrzed Officer.

Painting Requirement

All above- ground structures including meter housmg that are not subject to safety requrrements shall -
be painted a flat non- reﬂectrve paint color, Covert Green (Standard Environmental Color Chart June
2008). '

Venting and Flaring of Gas

Operator will follow all guldelrnes set forth under Notice to Lessees and Operators of Onshore Federal
.Oil and Gas Leases (NTL-4A) regarding Royalty or Compensatron 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 submit form 3160-5 for approval prior to any
venting or.flaring of gas. :




Completion Report

In aeeondanec with 43 CFR 3160, Form 3160-4 (Well Completton or Re -completion Report tmd 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 thc drilling, completion, and/or work over opc rations, shall be mcludcd w1th Form
31 60-4. ’ » -

M. Faciltty Requirement
None
N. "INTERIM RECLAMATION . _ . B - ‘ § |

' Reelamanon earthwork for interim and/or final reclamation shall be completed w1th1n 6 months of
well completion or well plugging (weather permitting), 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 approximately the original contour, shape, function,
and configuration that existed before construction (any compacted backfilling activities 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 5o that no topsoil’s remains in the stockpile, 5) seedmg in accordance with.-
reclamation pOftIOI]S of the APD and these COA’s.

| Any subsequent re-disturbance of interim reclamatlon shall be reclalmed W1thm SiX (6) months by the
same means described herein. : ~ : ~
Prior to conductmg mterlm reclamatlon, the operator is required to:

e Submlt a Sundry Notices and Reports on Wells (NOUCC of Intent), F01m ’3160 5 pnox to conductmg
interim reclamation.

o Contact BLM at least three (3) wor king days prior to conductmg any interim 1eclamat10n act1v1t1es and
prior to seedmg :

L

Durmg reclamatlon the removal of caliche is important 0 1ncreasmg the success of revegetatmg the
site. Removed caliche may be used in road repairs, fire walls or for building 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. Commumcate with the
approprlate BLM office for any exceptlons/exemptlons 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 with -
‘ the apptoprlate BLM offlce for any except1ons/exempt10ns 1f needed.

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



~registered and mgg__,cd in accor(lanu with Qlalc law(s) Make th seed mixture labels available for
- BLM mspcclmn

PECOS DISTRICT. BLM
SEED MIX FOR

The followiug Soils or Soil associations my répresent these ecologienl sites:

BCTOR VERY C OBBLY LOAM, 3-15% SLOPE
ECTOR VERY COBBLY LOAM, DRY,, 3-15% SLOPE

Shallow SD-3 Ecological Site -
Very Shallow. CP-3 }:mlosnml Site

| APRIL 4, 2006

Connnon Nane o : ' - Pounds of Pure

and Preferred Vaniety

Scientific Nmne

Live 8sed Per Acre’

" Blue mruna {Bouteloua graeilis) L300
-Or Black gran {B. criopada)
Sideoats graumn (Boureloua eurtipendla) 2.00
" New Mexieo Feathergrass {Stipa neomexicand) 1.08
O Greeu sprangletop {Leprachlon dubid) ‘
Desert or Scm‘lct (Sphaeralcea mabigua 100
Globemallow or 8, coccinea)
Craton (Crotan spp.) 1.40
Buckwhéat (Eriogouuut spp.) 1.00

'l()l AL POUNDS PURE LIVE SELD tnl‘.j PERACRE - . 9.09
' Certifted Wead Fiee Seed . . o

Jx onue speciss 15 not available
Incrense ALL other proporsionately

Usé o less than four (4) speeies. tucluding one (1) ford,

“No less than 9 pouads pls per acre shall be applied. .

APPPROVED:_’s/ Douglas ¥ Burger
' District Manager. Pecos Distniét




© 0. FINAL ABANDONMENT

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 Subchucnt
- Report of Abandonment (Form 3160-5). To be included with this report is where the plugs
were placed; volumcs of cement used and well bore schematrc as plugpcd

2. Upon abandonment ot the well all casmg shall be cut off at the base of the cellar or 3-feet’
“ below final restored ground level (whlchever is deeper). The well bore shall then be covered
with a metal plate at least % inch thick and welded in place The followmg 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-quarter section, section,
township and range or other authorlzed survey de31gnat10n acceptable to the authorlzed ofﬂcer,'_ :
such as metes and bounds) :

3. The ()perator shall promptly plug and abandoned each newly completed, re completed
- or producmg 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 Opérator, BLM may authorize additional delays, no one of which may exceed - '
. an additional 12 months. Upon removal of drilling or producing equipment form the site of a _
well which is'to be permanently abandoned, the surface of the lands disturbed shall be
.reclaimed in accordance w1th an approved Notice of Intent for reclarmation.

' P , SU’RFACE USE -PJLAN OF OPERATIONS

- Surface Reclamation must be completed within 6 months of well plugglng The Ope1 ator shall
~submit to this offrce a Notice of’ Intent for Reclamatron with described procedures Form 3160- S

i

Q PIPELINE PR()TECTION REQUIREMENT

Precautionary measlres shall be taken by the operator during construction of the access road t0 protect
. existing plpehnes that the access road will cross over. An earthen beim; 2 feet hi gh by 3 feet w1de and
14 feet-across the access road travelway. (2' X 3' X 14", shall be constructed over existing plpehnes

" The opetator 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 p1pel1ne

The operator shall be held Hable for any, unsafe constructron operauons that threaten human hfe and/or
cause the destr uctron of equipment. ‘ : :

R. RAN GE ‘REQUIREMEN T- ’

«k’The Opetato1 shall keep traffic to.a minimum, wrth the speed limit less than 20 MPH ‘When confhcts w1th
- livestock do arise as a result of the access road and well pad constxucnon in consultatlon wrth the allottee
measures w1ll be taken to resolve the conﬂrcts :

_S. WILDLIFE REQUIREMENT"
.Nettmg storage tanks and installation of cones on separator stacks would allev1ate losses of w11d11fe spec1es :
| Locatlon is within the 2008 ‘Special Status Species RMPA There are no- known LPC or DSL locatlons or

‘habitat for either species at this time. Mitigations are not: needed at this time. If either spec1es began to ut1hze
this area in the future, necessary stipulations will apply. ~ : .



| EXHIBIT - D
BLM Suml Number: NM-131714 ‘ I
: Compdny Reluenee Mack Energy Corporation

SURFACE INSTALLED PIPELINE. STIPULATION?
: F()R THE ROSWELL FlELl) OFFICE, BLM

- The Holdu a}_,lecx to comply wnh the lollowmg sllpulatlons to the sahslactlon of the Authonzed
Ollrcu BLM :

an The Holdu shdll indemnify the United States agamst any, liability lor damage to life or property
. arising hom the occupancy or use ol pubhc lands under this authormdtlon

2. The Holder shall comply w1th qll 1pphcrlble Federal hws and regulations existing or hereflfter '

"~ 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 prpelme route or on.facilities authorized. (See 40 CFR, Part 702 799 and '
especially, provisions on: polychlorm'lted blphenyls 40 CFR 761.1-761.193.) Additionally, any =~
release of toxic substances (leaks, spills, etc.) in.excess of the 1eportable 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 1esult of a reportable release or spill of any toxic substances -

 shall be furnished to the Authorized Ofﬁcer concurrent w1th the hlmg of the repor ts to the rnvolved

‘Federal agency or State government: < - :

3. The Holder agrees to mdemmfy the United States against any liability arising from the release of -
any hazardous substance or hazardous waste (as.these terms are defined in the Comprehensrve
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 plpehne)
This agreement applies. without régard to whether a release is caused by the Holder 1ts agent or -
unrelated third partles ' '

4. If, during any phase of the construction, operetlon' maintenance, ot termmat]on of the prpelme
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 respon31b1hty of

.. the Holder, regardless of fault. Upon failure of the-holder to control, dispose of, or clean up such-

' discharge on or affectmg Federal lands, or to repairall damages to Federal lands resulting therefrom
the Authorized Officer may take such measures as deémed necessary to control and cleanup the
discharge and restore the area, including, where appropriate, the aquatic env1ronment and fish and - _
wildlife habitats, at the full expense of the Holder. Such action by the Authorized Offlcer shall not -

, reheve the Holder of any hablllty or responsxbﬂlty . :

5. Any cultural and/or paleontolog1cal resource (historic or prehlstorlc site or object) dlscovered 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 operations in the
immediate area of such discovery untrl written authorrzatron to proceed 1s issued by the. Authorlzed
- Officér. - 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 mltlgatlon measures will be
‘made.by the Authonzed Off1cer after consultmg w1th the holder. : :



© 6. The holder is hereby obligated to comply with procedures established in the Native American o
Graves Protection and Repatriation Act (NAGPRA) to protect such cultural items as human remain's‘,
- 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 rcspomiblc if noxious weeds bécome 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”

) assocmted pipelines and on adjacent lands affected by the establishment of weeds due to this action.'

The holder shall.insure that the equrpment and ot vehicles that will be used to construct maintain and
administer 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 constructlon maintenance and adminrstration of the access
roads, well pad, and. resultmg well.

'-Theiholder is r‘esporisible for consultation with the authorize'd officer and/or local authorities for
acceptable weed control methods, which include following EPA and BLM requirements and policy.

8. The holder shall be responsrble for mamtammg the site in a sanitary condition at all times; waste ~

materials shall be disposed of promptly at an approprlate waste disposal site. "Waste" means all -

~ discarded matter including, but not limited to human waste; trash, garbage, refuse, orl drums,
petroleum products ashes and equlpment .

9. The holder shall conduct all activities assocrated with the constructron operatron and termination
of the prpelme within the authonzed limits.

10. The holder shall minimize disturbance to existing fences and other improvements on public lands.
The holder is required to promptly repair 1mpacted 1mprovements 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 both sides 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 Env1ronmental Color Chart -
CC-001 June 2008.

12. The holder shall post srgns desrgnatrng the BLM serial 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, COnspicuous
-manner and will be maintained in a legible CO[ldlthIl for the term of the right-of-way




13. The Holder 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 mke
whatever steps are necessary to ensure that the plpelme route is not used as a roadway. - '

14. The hol(_ler 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 landsiides and slumps as well as wind
and water caused movement of particles) caused or substantially aggravated by any of the following
within the right-ol-way or permit area: ’ ‘

A.  Activities of the holder, including but not limited to, construction, operation,’
maintenance, and termination of the facility. '

B. Activities of other parties including but not limited to:
(1). 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

ordinary rules of negligence of the jurisdiction of in which the damage of injury occurred.

This section shall not impose strict llablhty for damage or m]ury resulting pnmanly from the neghgent' '
acts of the United States. ‘

15. No bladmg or clearing of any vegetatlon will be allowed unless approved in writing by the

" Authorized Officer.

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-tracks" 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, with no bumps dips, or

soft spots remaining m the road surface.

18. All surface pipelines laid on the surface will have sloped dirt berms built over them every 50 feet
to allow reptiles; 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 w1thm'
the Right of Way. Berms should be maintained for the life of the project.

* Note from Stipulation No. 12: Although any legible 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 14" 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.



