District 1

1625 N. French Dr.. Hobbs. NM 88240
Phone: (573) 393-6161 Fax: (575) 393-0720
District {1

Ri1 S First Se. Artesia, NM 88210

Phone: (375) 74R-1283 Fax: (375) 7489720
Districi IT1

100 Ryo Brazos Road. Astec, NM 874G
Phone’ (303) 334-0178 Fax: (305) 334-6170
Distvict 1V

200 S, St Francis . Santa Fe, NM 87503
Phone: (305 476-3460 Fax: (S03) 476.3462

Energy Minerals

State of New- Me)ﬂlc&

Oil Conservation Division JUL 2 3 2015
1220 South St. Francis Dr.
Santa Fe, NM 87505

Form C-101
Revised taly 18, 2083

OIL
and Natural Resgh s g en T1OM

CJAMENDED REPORT

RECEIVED

APPLICATION FOR PERMIT TO DRILL, RE-ENTER, DEEPEN, PLUGBACK, OR ADD A ZONE

T Operator Name and Address = OGRIN Number
Owl SWD Operating, LLC 308339
8214 Westchester Dr., Ste.850, TAP] Number
. Dallas, TX 75255 30-015- 91‘35 / a
* Property Code 5 /56 F{? N.;.illl’;o wgrrl‘\df;lgwo " Well No. 1 .
™ Surface Location
UL -T.ot Section Township Range Lot Idn Feet trom N/S Line eet From /W Line County
L 6 23S 31E 2491' South 1148 West Eddy
* Proposed Bottom Hole Location
UL - Lot Section Township Range Lot Idn Feet fiom N/S Line Leet From E/W Line County

* Pool Information

Pool Name

SWD; Devonian

Pool Code

96101

Additional Well Information

" waork Type well Type " Cable/Rotary " Lease Type ' Ground Level Elevation
N S R P 3303’
" Multiple 7 Praposed Depth " Formation " Contractor  Spud Date
N 17100’ Devonian / Silurian Sidewinder 8/15/2015
Depth to Ground water Distance lrom nearest fresh water well Distance to nearest surface waler

346’ > 1 mile

unknown

[X__l\\’c will be using a closed-loop system in licu of lined pits

- Proposed Casing and Cement Program

Type Hole Size Casing Size Casing Weight/it Setting Depth Sacks of Cement Estimated TOC
Surface 24.0" 20.0" 106.5# )-55 ST&C 1000’ 1132 sx 'C' Circ. to Surf.
Intermediate 17.5" 13.375" 68.0# HPC-110 ST&C 4000’ 3286 sx 'C’ Circ. to Surf.
Intermediate 12.25" 9.875" 62.8# P-110 BT&C 11800' 2250 sx 'H’ Circ. to Surf.
Casing/Cement Program: Additional Comments
Prod. Lnr. 8.5" 7.0" 32.0# 11500'-15600' 619 sx 'H’ 11500° TOL
* Proposed Blowout Prevention Program
Type Working Pressure Test Pressure Manutacturer

Double Blind Ram Hydraulic 5000 psi

8000 psi TBD (Schaffer/Hydril Equiv.)

. — s - - -
U hereby certify that the information given above is true and complete to the
best of my knowledge and beliel.

OIL CONSERVATION DIVISION

I further certify that I have complied with 19.15.14.9 (A) NMAC D and/or

19.15:14,9 (B) NMAC D, if;lpplicahlc.i i
o/

Approved By:

Printed name: Ben Stone

e (s F A0S

Sign;l-lur.c:
Tithe: Agent for Owl SWD Operating, LLC

Approved Date: /f—/Z’? - /é ' Lxpiration Date: g- Zé - /7
e

_L-mail Address: ben@sosconsulting.us

7/23/2015 903-488-9850

I8
1 Date: Phone:

Conditions of Approval Attached
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GEODETIC COORDINATES ~ GEODETIC COORDINATES
NAD 27 NME NAD 83 NME
Y=485230.9 N Y=485290.8 N
X=658117.9E X=699300.8 E
LAT.=32.332977° N LAT.=32.333100° N
LONG.=103.821411° W LONG.=103.821901° W
3302.7' 300 33034
‘ —
= .
. 3
O -——
4
S 150° p.. 150° S
= “YMILLS SWD WELL =
ELEV. 3303.1'
s
e
NB9'48'33"F
545'02°46"W 782.5'
371 Gl PROPOSED ROAD ] :
________ _ 3301.1° 300° 3301.8'
EXISTING WELL PAD —/ l ¥
\ =3
| &
‘ Q
| la
' g
' &
| a.
|
| —~
| -
i
NOTE:
1) SEE "TOPOGRAPHICAL AND ACCESS
ROAD MAP" FOR PROPOSED ROAD
LOCATION.
7 0 100 200 Feet
DIRECTIONS TO MILLS SWD WELL: ?frr_ﬁ_q — i ;e
FROM THE INTERSECTION OF ST. HWY. 128 AND CO. RD. 802, Scale: 172100
GO NORTH ON CO. RD. 802 APPROX. 0.5 MILES TO MILLS
RANCH RD., TURN RIGHT AND GO EAST APPROX. 141 FEET TO COILF IELD WATER LOGISTICS )
EXISTING PAD CORNER. THEN FROM THE NORTHEAST PAD
CORNER FOLLOW STAKED ROAD NORTHEAST APPROX. 37 FEET MILLS SWD WELL W
THEN EAST 782 FEET TO SOUTHWEST PAD CORNER. LOCATED 2491 FEET FROM THE SOUTH LINE
: : AND 1148 FEET FROM THE WEST LINE OF SECTION 6,
PROVIDING ;z‘;‘gfl‘gg’f SERVICES h TOWNSHIP 23 SOUTH, RANGE 31 EAST, NM.P.M.,
Y INTY, NEW MEXI
JOHN WEST SURVEYING COMPANY EDDY COUNTY, co
412 N. DAL PASO  HOBBS, N.M. 88240 Survey Dote: 2/23/15 l CAD Date: 2/25/15 I Drawn By: ACK
(575) 393-3117 www,jwsc.biz
TBPLS# 10021000 kW.O. No.: 15110254' Rev: . | Rel. W.0.: ] Sheel 1 of 1
(© Anjelica\2015\0ilfield Water Logistics\Wells\15110254 Mills SWD Well
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ROM THE

POSED FAD SITVATED N THE SDUTHWEST OLA}?TD’? OF SECTION &, TOANSHIP 235 SOUTH, RANGE 31 EAST, NMPM,
iTY. NEW MEXICG ANG BEING MORE PARVICULARLY DESCRIBED AS FOLLOWS:

BECINMING AT THE SOUTHW
SOUIHWEST CORNER OF SA)) SECTION 6; THEN NOOT2°05™W 300.0 FEET THEN NSG4B25'T 300.0 FEET: THEN 500712°057F

$00.0 FEET

OSON. NEW MEXIC(HPROFES, 'v SURVEYOR Mo, 3239,
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03'W 3000
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SBO“48NS"W 300

=

ELINE
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ST CORNER UF THE PROPOSED TRACT WHICH LIES NOO14726™W 2340.8 FEET AND NBY46'

THEN SBU4B'257W 300.0 TEET TQ THE POINT OF BEGINNING AND CONTAINING 2.07 ACRES MORE OR (£SS.

IOR GRID AND CONFORM 10
MEXICO EAST ZONE™
MCES ARE SURFACE vaLUES

i ."A'“'UAI ‘UR\,LY

100 g 100
o {]

Scale: i "= 100"

7
(()ILFI‘E_LD WATER LOGISTICS )

IBPLE 10

r SURVEY FOR MILLS SWD WELL FAD )
CTTTT T SITUATED IN THE SWr OF SECTION 6,
PROVIDING SURVEYING SERVICES Y TOWNSHIP 23 SOUTH, RANGE 31 EAST, NM.PM.
ICE 1836 EDDY COUNTY, NEW MEXICO
JOHN WEST Sl’R VEYING COMPANY
412 . DM PASC HOUSS. AL §8240 Survey Doter 2/23/15 ‘ CAD Doter 2724715 l Brown By ALK
B e st AHO. Ho 15110254 | Rey: [ et wo:iainn7 [ Sneet 1 of 1)
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iy | SHD #ELL PAD &
¢+ 1
s H
= !
= :
2 7HALI P4 205917 RIL
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DESCRIPTION
SURVEY FOR A PIPEUNL (ROSSING SCCTION 6, TOWNSHIF 23 SOUTH, RANGE 31 EAST, NMPM, EDDY COUNTY, NEW MEXICC. AND BEING MORE
PARTCULARLY DESCRIBED AS FOLLOWS:

BEGINNING 4T A POINT, WHICH LIES S64°D419° 11228 FLET FROM THE WEST QUARTER CORNER: THEN SODI2722°C 7411 FEET, THEN S20°46'55°W
G4.0 FEET, THIN 541407447 930.8 FLET 10 A POINT, WHICH UES N22'5G45°C 891.4 TLLT FROM JHE SOUTHWEST CORNER.

TOTAL LENGTH EQUALS 17659 FEET OR 107.02 RODS.

SHOWN HERCON ARE MERCATOR GRID AND CONFORM 10 THE NEW LEGEND
MEXICO COORDINATE SYSIEM “NEW MEXICO EAST ZONE™ NORTH AMERICAN -
DATUM 1983 DISTANCES ARL SURFACE VALUES. @& DENOTES FOUND CORNER AS NOTED

§, RONALD . EIDSON, NEW MEXIGO-PROFESSIONAL SURVE YOR No. 3239, 1000 0 1000 2000 FEET
DO MERLBY CERTIFY THAT JHISESURVE T-AND. THE ACTUAL SURVEY W g |
ON THE GROUND UPON WHICH (T IS-BASED. WERD, PERFORMED BY MI OR Scale: 1™=1000°
UNDER MY DIRECT SUPL N, THAT 1| AMRESPONSIBLE TOR THIS
Su.re'vf‘c THAT THIS SURVEIMEETS, THE MINMUM STANDARDS FOR

SURVEYING IN NEW MEXICOZZAND THAT 11 157 TRUE AND CORRECT 10 (O]LPIELD WA TFR LOG[STICS)
m; BEST OF MY KNOWLEDCE 4N ,0 BrLHESS

. ‘ SURVEY FOR A PIPELINE TO THE MILLS
' “ ’ SWD WELL CROSSING SECTION 6,
»ﬁfi’?f’/ﬁﬂ-‘i comemens | TOWNSHIP 23 SOUTH, RANGE 31 EAST, NM.P.M.
2 5 5 3 SERVICES 5 O ; 5
ROVIBING SURVEVING SERUCE EDDY COUNTY. NEW MEXICO
JOHN WEST SURVEYING COMPANY
q12 N, DAL PASO  HOBBS, NM. 88240 Survey Doter 2/23/15 | CAL Dote: 272415 ‘ Drawn By ACK
{5755 393-3117 v jwscbsz

TPLSS 10021000 AW, No: 15110254 | Rev. . [ Rel w0 14111112 ] Sheet 1 of 1)
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SCALE: 17
DRIVING ROUTE: SEE TOPOGRAPHICAL AND ACCESS ROAD MAP
SEC. 6 TWP. 23-S RGE. 31-E

SURVEY N.M.P.M.
COUNTY __EDDY  STATE _NEW MEXICO
DESCRIPTION 2491° FSL & 1148 FWL
ELEVATION 3303

PROVIDING SURVEYING SERVICES
SINCE 1946

JOHN WEST SURVEYING COMPANY
412 N. DAL PASO  HOBBS, NM. 88240
(575) 393-3117 wwwjwsc.biz
TBPLS# 10021000

OPERATOR _QILFIELD WATER LOGISTICS
LEASE MILLS SWD

NORTH



TOPOGRAPHICAL AND ACCESS ROAD MAP

SCALE: 1" = 2000’ CONTOUR INTERVAL:
LOS MEDANOS, N.M. — 10’

SEC. _6 TWP.23-5 RGE._31-F

DIRECTIONS TO MILLS SWD WELL:

SURVEY N.M.P.M.
FROM THE INTERSECTION OF ST. HWY. 128 AND CO. RD. 802, GO
COUNTY__EDDY STATE NEW MEXICO NORTH ON CO. RD. 802 APPROX. 0.5 MILES TO MILLS RANGH RD.,
, , TURN RIGHT AND GO EAST APPROX. 141 FEET TO EXISTING PAD
DESCRIPTION 2491 FSL & 1148 FWL CORNER. THEN FROM THE NORTHEAST PAD CORNER FOLLOW STAKED
, ROAD NORTHEAST APPROX. 37 FEET THEN EAST 782 FEET TO
ELEVATION 3303 SOUTHWEST PAD CORNER.

PROVIDING SURVEYING SERVICES
SINCE 1946
JOHN WEST SURVEYING COMPANY
412 N. DAL PASO HOBBS, N.M. 88240
(575) 393-3117 www.jwsc.biz
TBPLS# 10021000

OPERATOR _ OILFIELD WATER LOGISTICS
LEASE MILLS SWD

U.S.G.S. TOPOGRAPHIC MAP
LOS MEDANOS, N.M.

NORTH



Mills Ranch SWD Well No.| - Area of Review / Overview Map..
(Attachment to NMOCD Form C-108, Application for Authority to Inject.)

~20 miles East of Loving, NM

" oy ; =
. NOTE: Well fite records indic
lateral displayed here does not exist &
Actual BHL: 660’ FNL & 1980’ FWL
Sec.7-23S-31E JRU No.14 Mr

rw Gas

Mills Ranch SWD Well No. |
.API No. 30-0)5-00000 (TBD)
© 249|' FSL & 1148 FWL

Sec.6, Twp 23S, Rng 31 E
Lat. 32.32977 Long. -103.82141

;CANCELLED, Al

Eddy County, New Mexico




RIG 224 LAYOUT
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Mills Ranch SWD No.1 - Site Layout w/ H2S & Safety Items
Sidewinder Rig 224 '

300 Feet

1. MIRU Dirilling and drilling support contractors / equipment.

2. Set up H2S wind direction indicators; brief all personnel on Emergency Evacuation Routes.

3. All contractors conduct safety meeting prior to current task.

4. If H2S levels >20ppm detected, implement H2S Plan accordingly. (e.g., cease operations, shut in well, employ H2S safety trailer
& personnel safety devices, install flare line, etc. - refer to plan.)

5. All equipment inspected daily. Repair / replace as required. :

6. Mud logger monitoring returns; cuttings & waste hauled to specified facility. CRI - LEA COUNTY

7. Spills contained & cleaned up immediately. Repair or otherwise correct the situation within 48 hours before resuming operations.
Notify OCD within 24 hours. Remediation started ASAP if required. Operator shall comply with 19.15.29 NMAC and 19.15.30
NMAC, as appropriate.

8. Sundry forms filed as needed - casing, cement, etc. - operations continue to completion
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8,600

D0

OWL SWD Operating, Inc.

Label

4
Type Surface Interm1ediate Intermzediate ProL(?;]Jec:ion
oD 20" 13.375" 9.875" 7"
WT 0.500" 0.480" 0.625" 0.453"
1D 19" 12.415" 8.625" 6.094"
Drift 1D 18.812" 12.259" 8.469" 5.969"
coD 21" 14.375" 10.625" 7.656"
Weight 106.5 Ib/ft 68 Ib/ft 62.8 Ib/ft 32 Ib/ft
Grade JIK-55, HCP-110, P-110, L-80.
ST&C ST&C BT&C BT&C
Hole Size 24" 17.500" 12.250" 8.500"
Depin 1,000 4,000 11800 | 0

Lead
Cement

13.5 Ib/gal
1.758 cfisk

12.7 Ib/gal
1.941 cfisk

11.9 Ib/gal
2.448 cf/sk

14.2 Ib/gal
1.271 cfisk

Lead
Cement
Volume

966 sks

2,921.sks

1,995 sks

619 sks

Tail
Cement

14.8 Ib/gal
1.341 offsk

14.8 Ib/gal
1.332 cffsk

"14.2 b/gal
1.267 cf/sk

None

Tail
‘Cement
Volume

166 sks

365 sks

255 sks

None

TOC

Surface

Surface

,Surface

Cement

L_Eﬁ:ess

100%

100%

50%

50%

Tubing. Information

Label 5 5

Type Produption Produ‘clion o
Tubing Tubing i

oD 5.500" 5.500"

WT 0.361" © 0.415"

1D 4.778" 4.670"

Drift ID 4.653" 4.545"

coD 6.050" 5.500"

Weight 20 Ib/ft. 23 Ibfft

cwse | oid |

o | |y

Mills Ranch SWD No. 1

Country: USA State/Province: New Mexico County/Parish: Eddy
Survey/STR: Site: Status: To Be Drilled
API No.: Field: Ground Elevation:
Texas License F-8952 State 1D No.: Project No: 1117 Date: 7/15/15
3345 Bee Cave Road, Suite 201 . : . .
oAby Drawn: MMC Reviewed: RSC Approved: SLP
Tel: 512.732.9812 ) : - .
Fax: 512.732.9816 Rev No: Notes: 9.875" intermediate 2 string used to ensure 0.422 diametrical clearance.

LACLIEHTSALCO PROVECTENOWLALEA CounTy DEVAIIN_DELAWAPE DISPOSALNMILLSG FANCH SWD #1VWIELL DESIGNAWBD_MILLS RaNCH WD No. 1_V2.875.7-15-15.0w0, 7/15/2015 4:35:L0 PM, MCANRON



Mills Ranch SWD- Wellbore_ APD_Calculation_v9.875.xlIsx

;fotals: - 1 000

w/8. 4#/3 mud, 30m|n Sfc ng Test psig:
um Required Cement Volumes

MASP
1364

Hole-Cply !
150 .

1921

sT8C 477

w/8.4#/g mud, 30min Sfc Csg Test psig: Totals
The cement volume( ) are mtended to achieve a top of 0 ft from surface ora 1 000 overfap. ¢
Annular St 1 Stage i 1 Stage | o Cale Min Dist §
Volume CuFtCmt % Excess MASP Hole-Cplg |
0.6946 6156 98 4024 156

w/8.4#/g mud, 30min Sfc Csg Test psig: 2,596

The cement volume(s) are intended to achieve a top of overtap.  §

1 Stage < Min Dist 2

Cuft Cmt Hole-Cplg «

» 5207 0 081 |}

5 'H' tail emt vid > 1.20 MASP is within 10% of 5000p5|g, need exrta eqmp? ;

e R B et

ST G RS S ST B B AT 9 VNG A A ST DI RIS Y A S AT G5 S AT AR T 4

Desngn Factor

oA AR B ST AN AP AR A

Liner w/top @
e SR

131,200

w/SVMi/g mud, 30min;fc Csg Test psig: 1,341 ) - ‘ \Tota S: 4,160 .
The cement volume(s) are intended to achieve a top of 11500 # from surface or a 300  overlap.

§

i

¢

Annular 1 Stage 1 Stage Min Dist
Volume CuFtCmt % Excess Hole-Cplg g
0.1268 787 48 [ 0.422 -
Capitan Reef est top XXXX MASP is wnthm 10% of 5000ps:g, need exrta equip? %

Carlsbad Field Office . 712212015



Owl SWD Operating, LLC
Mills Ranch SWD Well No.I
Section 6, Twp 23-S, Rng 31-E
Eddy County, New Mexico

Well Program - New Drill

Obijective: Drill new well for commercial salt water disposal into the Devonian, Silurian and
Ordovician formations. (Note: Ordovician might only be accessed for logging rathole, mudlogging
and e-logging to determine final depths.)

Note: The well site is within the Secretarial Order and R-111-P Potash Area. The site has been
selected in consent with Mosaic Potash Company and BLM mining and geological staff.

|. Geologic Information - Devonian Formation
This area of the Devonian consists of dolomites with some cherty dolomites characterized by

intercrystalline and vugular porosity. Additional porosity can be found when the well bore encounters
detrital carbonates interspersed throughout.

Estimated Formation Tops:

T/Fresh Water 346
T/Rustler 191
T/Salado 556
T/Lamar 3536
Delaware Sand 3581
Bone Spring 7384
Wolfcamp 10693
Middle Wolfcamp 11351
Strawn 12283
Atoka 12395
Morrow 12254
Middle Morrow 13520
Lower Morrow 13915
Mississippian 14662
Woodford 15122
Devonian 15291
Silurian 16200
TD *17100

*May TD approximately 17,000’ based on mudlogging.
2. Drilling Procedure

a. MIRU drilling rig and associated equipment. Set up H,S wind direction indicators; brief all
personnel on Emergency Evacuation Routes.

b. All contractors conduct safety meeting prior to current task. All equipment inspected daily.

Repair / replace as required.

Well spud operations commence.

d. Mud logger monitoring returns; cuttings & waste hauled to specified facility. (Lea Land, Carlsbad
Hwy; NMOCD permit NM1-035.)

o



Well Program - New Drrill (cont.)

After surface casing set/drilled; if H,S levels >20ppm detected, implement H.,S Plan accordingly.
(e.g., cease operations, shut in well, employ H,S safety trailer & personnel safety devices, install
flare line, etc. - refer to plan.)

Spills contained & cleaned up immediately. Repair or otherwise correct the situation within 48
hours before resuming operations. Notify OCD within 24 hours. Remediation started ASAP if
required. Operator shall comply with 19.15.29 NMAC and 19.15.30 NMAC, as appropriate.
Sundry forms filed as needed - casing, cement, etc. - operations continue to completion.

3. Casing program - Casing designed as follows:

STRING HOLE SZ DEPTH CSG SZ COND WT/GRD CLLPS/BRS TNSN
Surface 24.0” 0-1,000° 20.0" New 106.5 Ib. J/K-55 ST&C 1.125/1.1 1.8
Intermediate 17.5" 0-4,000’ 13.375” New 68 Ib. HPC-110 ST&C | 1.125/1.1 1.8
2nd Inter 12.25” 0-11,800’ 9.875" New 628 1b. P-110 BT&C 1.125/1.1 1.8
Prod/ Liner 85" 11,500°-15,600° 7.0 New 32.0Ib. L-80 BT&C 1.125/1.1 1.8
Openhole 5.875" hole | 15,600°-17,100' OH n/a n/a n/a nfa
Notes:
v" On both Intermediate casing strings, the cement will be designed to circulate to surface. Both

strings will have cement bond logs run (radial, CET or equivalent) to surface.

While running all casing strings, the pipe will be kept a minimum of 173 full at all times to avoid
approaching the collapse pressure of casing.

Based on mudlogging and e-logs, 7.0” casing shoe may be set between 15,400 and 15,600'.
Similarly, TD may be from 16,800 to 17,100’ as determined by logging and suitable porosity has
been exposed. IN ANY EVENT, maximum openhole interval would be from 15,400’ to 17,100’

4. Cementing Program:

Surface — LEAD 966 sx (13.5#; 1.76 fc'/sk); TAIL 166 (14.8#; 1.34 fc*/sk) w/ 50 % excess;
circulated to surface

Ist Intermediate — LEAD 2921 sx (12.7#; 1.94 f'/sk); TAIL 365 sx (14.8#; 1.33 ft’/sk) 50%
excess; circulated to surface

2nd Intermediate — LEAD 1995 sx (1 1.9#; 2.45 ft¥/sk); TAIL 255 sx (14.2#; 1.27 ft*/sk) 30%
excess; circulated to surface.

Prod Liner — 619 sx (14.2#; 1.27 ft’/sk) 30% excess; TOC = 11,500 calc. to Top of Liner.

Cement Program is included as an attachment to APD package. Volumes may be adjusted to
caliper log.

5. Pressure Control - BOP diagram is attached to this application. All BOP and related equipment shall
comply with well control requirements as described in NMOCD Rules and Regulations. Minimum
working pressure of the BOP and refated equipment required for the drillout shall be 5000 psi. The
NMOCD Artesia district office shall be notified a minimum of 4 hours in advance for a representative to
witness BOP pressure tests. The test shall be performed by an independent service




Well Program - New Drill (cont.)

company utilizing a test plug (no cup or J-packer). The results of the test shall be recorded oena
calibrated test chart submitted to the Carlsbad field office. Test shall be conducted at:

Installation;

after equipment or configuration changes:;

at 30 days from any previous test, and;

anytime operations warrant, such as well conditions

an o

6. Mud Program & Monitoring - Mud will be balanced for all operations as follows:

DEPTH MUD TYPE WEIGHT Fv PV YP FL Ph
0-1000' FW Spud Mud 85-9.2 70-40 20 12 NC 10.0
1000'-4000' Brine Water 9.8-10.2 28-32 NC NC NC 10.0
4000'-11,800' FW/Gel 8.7-9.0 28-32 NC NC NC 9.5-10.5
11,500'-15,600' XCD Brine Mud 11.0- 45-48 20 10 <5 9.5-10.5
15,600"-17,001" FW Mud 8.4-8.6 28-30 NC NC NC 9.5-105

Mud and all cuttings monitored w/ cuttings recovered for disposal. Returns shall be visually and
electronically monitored. In the event of H2S, mud shall be adjusted appropriately by weight and H2S
scavengers.

7. Auxiliary Well Control and Monitoring — Hydraulically remote control for BOPs.

8. H,S Safety - This well and related facilities are not expected to have H2S releases. However, there
may be H2S in the area. There are no private residences or pubic facilities in the area but a contingency
plan has been developed. Owl SWD Operating, LLC will have a company representative available to
personnel throughout all operations. If H2S levels greater than 10ppm are detected or suspected, the
H2S Contingency Plan will be implemented at the appropriate level.

H2S Safety - There is a low risk of H2S in this area. The operator will comply with all applicable rules and
regulation to ensure safety of all personnel and the public.

a) Monitoring - all personnel will wear monitoring devices.

b) Warning Sign - a highly visible H2S warning sign will be placed for obvious viewing at the
vehicular entrance point onto location.

¢) Wind Detection - two (2) wind direction socks will be placed on location.

d) Communications - will be via cellular phones and/or radios located within reach of the driller,
the rig floor and safety trailer when applicable.

e) Alarms - will be located at the rig floor, circulating pump / reverse unit area and the flareline
and will be set for visual {red flashing light) at 15 ppm and visual and audible (|15 decibel siren) at
20 ppm.

f) Mud program - If H2S levels require, proper mud weight, safe drilling practices and H2S
scavengers will minimize potential hazards.



Well Program - New Drill (cont.)

g) Metallurgy - all tublars, pressure control equipment, flowlines, valves, manifolds and related
equipment will be rated for H2S service if required. :

The H2S Contingency Plan is included as attachment to the APD and will be
implemented if levels greater than 10ppm H2S are detected.

9. Logging, Coring and Testing — Owl SWD Operating expects to run;
a. CBL (Radial, CET or equivalent) on both intermediate casing strings.
b. Standard porosity suite from TD to approximately 15,000'.
c.  No corings or drill tests will be conducted. (The well may potentially be step rate tested in the
future if additional injection pressures are required.)

10. Potential Hazards - No abnormal pressures or temperatures are expected.

No loss of circulation is expected to occur with the exception of drilling into the target disposal zone. All
personnel will be familiar with the safe operation of the equipment being used to drill this well.

The maximum anticipated bottom-hole pressure is 9000 psi and the maximum anticipated bottom-hole
temperature is 190° F.

1. Waste Management - All drill cuttings and other wastes associated with and drilling operations
will be transported to the Lea Land facility on Carlsbad Highway, permitted by the Environmental Bureau
of the New Mexico Oil Conservation Division; NMOCD permit NM[-035.

12. Anticipated Start Date - Upon approval of all permits for SWD, operations would begin within 30
days. Completion of the well operations will take six to seven weeks. Installation of the tank battery,
berms, plumbing and other and associated equipment would be occurring during the same interval. In any
event, it is not expected for the construction phase of the project to last more than 60 days, depending
on availability of contractors and equipment. At the time of this submittal, and subject to the availability
of the drilling contractor, the anticipated start date is:

August 15, 2015.

I3. Configure for Salt Water Disposal — Pursuant to SWD-1536. Subsequent and prior to
commencing any work, an NOI sundry(ies) will be submitted to configure the well for SWD and will
detail the completion workover including all work otherwise described above, any change to the
procedure noted herein and to perform mechanical integrity pressure test per OCD test procedures.
(Notify NMOCD 24 hours prior.) The casing/tubing annulus will be monitored for communication with
injection fluid or loss of casing integrity. Anticipated daily maximum volume is 25,000 bpd and average of
15,000 bpd at a maximum surface injection pressure of 3080 psi (0.2 psi/ft to uppermost injection interval,
i.e., casing shoe). If satisfactory disposals rates cannot be achieved at default pressure of .2 psi/ftc, Owl Oil
and Gas, LLC will conduct a step-rate test and apply for an injection pressure increase 50 psi below
parting pressure.



HYDRIL BOP & CLOSED LOOP - SIDEWINDER RIG 224
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CHOKE MANIFOLD DIAGRAM - SIDEWINDER RIG 224
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PRIVATE SURFACE OWNER AGREEMENT

MILLS RANCH SWD LEASE

1. Grantors: Stacey Mills, Owner
P.O. Box 1358
Loving, New Mexico 88256

2. Grantee: OwlSWD Operating, LLC
8214 Westchester Dr., Ste.850, Dallas, TX 75255

3. Effective Date: September 4, 2015
4. Duration: 12 months from the Effective Date to obtain SWD permit and begin
construction. After operations begin, the lease is perpetual unless operations ceases for

12 months. Then the lease terminates.

5. Purpose: Lease the site for the drilling and completion of a salt water disposal well and
related facilities.



C1o1Condinons Page ol

Permit Conditions of Approval

API: 30-0 /5. 4 /550

DN Arih sus #

- Condition
Reviewer
l Once the well is spud. to prevent ground water confamination through whole or partial conduits from the surface,
'&ﬁ] the operator shall drill withcut interrupgion throu-gh the fresh water zone or zanes and shall immediately set in
I cement the water protection stiing )

.



