Torm 3160-3 ' s FORM APPROVED
- sotember 2001 _ OMB No. 10040136
{September 2001) _ N . Aol S Lypires Janvasy 31, 2004
UNITED STATES . ’Z‘;‘; NP B S R T PP
DEPARTMENT OF THE INTERIOR ko0
BUREAU OF LAND MANAGEMENT PR [
AV AIR T L V16, If Indian, Atlotee or Trihe Name
APPLICATION FOR PERMIT TO DRILL OR’REENTER
..... 7 If Unitor CA Agreement, Name and No.
la. Type of work: DRILL L reevter g :
. 8. Lease Name and Well No.
b, Type of Welk: DOH Well Gus Well D()l’her DSinglc Zone 'Muhiplc Zone Stateline Com No. {B
2. Name of Operator ) 9. API Well No. .
McEIVain 0l & Gas Propertics, Inc. %’ 0- ()¢§ 32 5 7 X
3a. Address 1050 17th Street, Suite 1800 3b. Phone No. finciude area-cide} s ~.. 10. Ficld and Pool, or Exploratory
Denver. CO 80265 303.893.0 A}j(} R > Blanco Mesa Verde/Basin Diakota
4. Location of Well (Reporr iacation dlearly and in accordace with any Sute requreny] \?‘@b’ - J _)L See.. T. R M. or Blk.and Survey or Area
At surface 2250' FSL - 2050' FEL, Scction 7, T32N, ROWAIMPM Wok @ X
£ Wl 2, ) Y Sec. 7, TI2N, ROW, NMPM
Al proposed prod. zone  Same ’ 0047 o)
14. Distance in miles aud divection from nearest wwn or post office® &t o ) ff;"‘:' County or Pavish 13. State
15.3 miles northeast of Aztee, NM _ N, NM
15, Distance from proposed® 395’ 16, No. (wl“‘:&é\ olease &
location o nearest : ™ N l
propeddy of lease line, . ! i
Also to ncarest drig. unit ling, if any) 660" 160 L FE 11 A JAIE 288.73 ucs
18. Distance from propased focation® 19. Proposed Depth ~——==""20. BLM/BIA Bond No. un file
tw nearest well. difling, completed, , cre - .
applied for, on this lease, 1. 1250 8455 LPM4138223
2L Elevations (Show whether DF, KDB, RT, GL, cie) 22, Approximate date work will start* 23. Estimated duration
6958' GL 09/01/2004 25 days
24, Attachments
‘The following, completed in accordance with the requirentents of Onshore Oil and Gas Order No. 1, shalt be attached to this form:
{. Well plat ceriilied by a registered surveyor. 4. Bond 1o cover the operations unless covered by an existing bond on file (see

2. A Drilling Plan. Item 20 above).
3. A Surface Use Plan (it the location is on National Forest Sysiem Lands, the Operator certification
SUPO shall be filed with the appropriate Forest Scrvice Office). Such other site specific information andior plans s may be required by the
authorized officer.

25, Signature Nawme (Printed/ Tvped) Date
/ 2 _ [i p Robert E. Ficlder 051242004
ya

Name Printed/Typed) Date / /
. </1/er
{lice

Application appoval does not warrant of certify that the applicant holds legal o equitable fitle to those rights in the subjectTease which would entitle the applicant to
conduct opetations thereon,
Conditions of approval, if any, are attached.

> n

Title 18 G.S.C. Section 1001 and Tile 43 (S.C. Scetion (212, make it 2 crime for any person knowingly and willfully 1o make to any' department or ageney of the United
States any false. fictitious or fraudulent statements or representations as fo any matter within its jurisdiction,

*insructions on page 2j
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. District 11

PO Orawer DD. Art951a NM BB8211-07148

District III

1000 Rio Brazos Rd. Aztec, NM 87410

District IV

PO Box 2088, Santa Fe, NM 87504-2088

OIL CONSERVATION DIVISION

PO Box 2088

Santa Fe, NM B7504-2088

Instructions on back

Submit to ADDPOpPlatE District Office

State Lease - 4 Copies
Fee Lease - 3 Copies

[ ] AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

*API Number

50'@5 223758

72319 / 71599

¢Pool Code

*Pool Name

BLANCO MESAVERDE / BASIN DAKOTA

“Property Code *Property Name *well Number
21 oll STATELINE COM 1B
"0GRID No. *Operator Name *Elevatian
22044 MCELVAIN OIL & GAS PROPERTIES 5958°
a 10 Surface Location
W. or lot no. Section Township Range Lot Ion Feet from the North/South line Feet from the gast/NeSt Jine Caunty
J 7 32N Sk 2250 SOUTH 2050 EAST SAN JUAN
1 Bpttom Hole Location If Different From Surface
‘ . o~ lot no. Section Township Range Lot Ion Feet from the North/South line Feet from the East/West line County

% pedicated Acres

288.73 Acres - Entire Section

Bnint or Infill |3 Consolidation Code

Y

5 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
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7 OPERATOR CERTIFICATION

I hereby certify that the information
contained herein is true and complete
to the best of my knowledge and belief.

Lt E Tl

Signature

Robert E.
Printed Name
Agent
Title
May 21,

Date

Fielder

2004

®SURVEYOR CERTIFICATION

I hereby certify that the well location
shown on this plat was plotteg from fiela
notes of actual surveys made by me or under
my supervision, and that the same is true
and correct to the pest of my belief.

Date of Survey: MARCH 24, 2004

Signature and Seal of Professional Surveyor

JaSod C. EDwARDS
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McElain 0il & Gas Properties, Inc.

Wellsite Layout
Stateline Com No. 1B
2250" FSL — 2050 FEL
Section 7, T32N, R9W, NMPM
San Juan Co., New Mexico
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McElvain Oil & Gas Properties, Inc.
Stateline Com No. 1B
2250’ FSL & 2050’ FEL
Section 7, T32N, RO9W, NMPM
San Juan County, New Mexico

TEN POINT DRILLING PROGRAM

1. Surface Formation: San Jose

2. Surface Elevation: 6958’'GL.

3. Estimated Formation Tops:

Formation Top - feet Expected Production
Ojo Alamo 2570

Fruitland 3320

Pictured Cliffs 3720 GAS
Lewis 4028

Intermediate TD 4088

Huerfanito 4880

Cliff House 5460 ) GAS
Menefee 5560 : GAS
Pt. Lookout 5880 GAS
Upper Mancos 6060 :

Gallup , 7045 ' GAS
Lower Mancos 7650 .

Greenhorn 8140

Graneros 8205 GAS
Dakota 8305 GAS
TOTAL DEPTH ’ 8455

4. Surface Hole Program:

Bit: Drill a 12 1/4" hole to 500' using a retip mill tooth, IADC Class
115 or 116, bit. WOB: all. RPM: 70 - 100.

Mud: Use a fresh water base spud mud with the following properties:

Interval (ft) Weight (ppg) Ph Vis (sec/qgt) Water Loss

0 - 500 8.6 or less 9.0-9.5 40 - 50 No Control

Casing and Cementing: A string of 9%" 36%# J-55 or K-55 ST&C casing will
be set and cemented to the surface in a single stage with 265 sacks of
Class "B" cement (yield = 1.18 cf/sk) containing 3% CaCl, and 1/4
lb/sack celloflake. Slurry volume assumes 100% excess over calculated
hole volume. TIf cement does not circulate to surface, cement will be
topped off using 1" pipe down the 12 1/4" by 9 5/8" annulus. Minimum
clearance between couplings and hole is 0.8125". Prior to drilling out
the shoe, casing and BOPE will be tested to a minimum of 600 psig.
Safety factors utilized in the design of this casing string were: burst
= 1.1; collapse = 1.125; and tension = 1.8 or 100,000 lb overpull,
whichever is greater.

WOC 12 HOURS. Nipple up 11" 2000# BOPE. Pressure test surface
casing and BOPE to 600 psi for 15 minutes.



Drilling Program -

McElvain 0Oil & Gas Properties, Inc.
Stateline Com No. 1B

Page Two

4.

‘5.

Surface Hole Program: - continued

Centralizers; Run three (3) 9%” X 12 ¥"” regular bowspring centralizers.
Install first one on stop ring in middle of shoe joint.

Float Equipment: Cement nose guide shoe run on bottom of first joint.
Self fill insert float valve run in top of first joint. Thread lock shoe
and connection between first and second joint run.

Intermediate Hole Program:

Bit: Drill an 8 %" hole to 4088' using TCI, IADC Class 447 bit. WOB: 35-
45K. RPM: 60 - 75. Reduce RPM to 55 - 65 through Ojo Alamo.

Mud: Use a fresh water base LSND mud with the following properties:

Interval (ft) Weight (ppg) Ph Vis(sec/gt) Water Loss
500 - 3120 8.6 - 8.8 9.0-9.5 28 - 35 10 - 12
3120 - 4088 8.9 - 9.2 9.0~-9.5 35 -~ 50 8 - 10

)

Fresh water will be used for dilution and building volume.
Sufficient materials will be on location at all times to maintain
mud properties and to control any lost circulation problem or
unforeseen abnormal pressures. The mud volume in the rig pits
will be visually monitored and recorded on a routine basis.

Note: Raise viscosity to 55 - 60 for logging. Thin to 40 - 45 viscosity
to run casing. :

PH 1s to be maintained with lime or caustic soda at the recommended
levels to assure drill pipe corrosion protection.

Drispac will be used for control of fluid loss.

Hole will be drilled to top of Fruitland using polymer and drispac
additions to water. Mud up before drilling into Fruitland.

Lost Circulation is expected and can occur in the Fruitland Coal and
Pictured Cliffs formation. Mud weights should be controlled as low as
possible with solids control equipment then as low as practical with
water dilution.

Pressure Control: A 2M psi BOP well control system will be
utilized. BOP's and choke manifold will be installed and pressure
tested to a minimum of 600 psig before drilling out from under
surface casing. Mechanical operation of pipe rams will be checked
daily and blind rams will be checked on each trip out of hole. 7"
rams will be installed before running intermediate casing.

A full opening internal blowout preventor or drill pipe safety
valve will be on the drill floor at all times and will be capable
of fitting all connections.



Drilling Program

McElvain Oil & Gas Properties, Inc.
Stateline Com No. 1B ‘
Page Three

5. Intermediate Hole Program: - continued

S

Logging Program: No logs will be run in intermediate hole.

Casing and Cementing Program: Run 7” 20#% J-55 production casing from
surface to Intermediate TD and cement in 2 stages with a mechanical DV
tool installed + thirty feet below the Kirtland top. Stage 1 (4088' -
2681') will be cemented with 90 sacks (190.8 cf) of 65/35 Class B POZ
containing 5 pps Gilsonite, and 0.25 pps celloflake mixed at 12.1 PPG to
yield 2.12 cf/sk. Tail in with 100 sacks (126.0 cf) of Class B with 2%
CaCl,, 5 pps gilsonite and 0.25 pps celloflake mixed at 15.2 ppg to
yield 1.26 cf/sk. Stage 2 (2681' - surface) will be cemented with 160
sacks (339.2 cf) of 65/35 Class - B Poz with 5 pps gilsonite and 0.25 pps
celloflake mixed at 12.1 PPG to yield 2.12 cf/sk. Followed with 50 sacks
(63.0 cf) of Class B with 2% CaCl,, 5 pps gilsonite and 0.25 pps
celloflake mixed at 15.2 PPG to yield 1.26 cf/sk.

Circulate and WOC between stages for four (4) hours.

Slurry volumes assume a 50% excess over gauge hole volume. Minimum
clearance between couplings and hole is 0.5470". Safety factors
utilized in the design of this casing string were: burst = 1.1;
collapse = 1.125; and tension = 1.8 or 100,000 1lb over pull, whichever
is greater. '

WOC 12 HOURS from plug down on first stage. Pressure test intermediate
casing and BOPE to 1500 psi for 15 minutes.

Centralizers: 10 - 7”7 X 8 3/4” bowspring centralizers will be run
across all prospective pays and 5 - 7" X 8 3/4” turbolizers will
be spaced such that one (1l)is just below the Basal Fruitland
Coal, two (2)across base of Ojo BAlamo, and two (2) across base of
Nacimiento.

Float Equipment: Cement nose float shoe, 1 joint 7" casing, float
collar, and 1 - mechanical DV tool with 2 cement baskets below the DV.

6. Production'Hole Program:

Bits: Drill a 6 1/4” hole to 8455’ feet using air hammer. WOB: 5 - 25K.
RPM: to be determined by drilling conditions. If hole gets wet use TCI,
IADC class 637 to finish hole.

Mud:égg;}rom Intermediate casing shoe to TD. If hole gets wet use a
fresh ter based low solids non dispersed system with the following
properties: Note: Pull into intermediate casing to mud up.

Interval (ft) Weight (ppg) pH Vis (sec/gt) Watér Loss

? - TD 8.6 =-4.0 9.0-9.5 28 - 40 8 - 10 cc



Drilling Program

McElvain 0il & Gas Properties, Inc.
Stateline Com No. 1B

Page Four

6. Production Hole Program: - continued

Pressure Control: A 2M psi BOP well control system will be
utilized. BOP's and choke manifold will be installed and pressure
tested to a minimum of 1500 psig before drilling out from under
intermediate casing. Mechanical operation of pipe rams will be
checked daily and blind rams will be checked on each trip out of
hole. 4 1/2" rams will be installed before running production
casing.

A full opening internal blowout preventor or drill pipe safety
valve will be on the drill floor at all times and will be capable
of fitting all connections.

Logging Program: Induction and Compensated density/Epithermal
neutron logs from TD to intermediate casing shoe. Pull gamma ray to
surface for correlation purposes.

Casing and Cementing Program: Run 4 %*” 10.5# J-55 (0 - 6700’) and 11.6#
J-55 (6700’- TD) production casing. Cement in a single stage with 115
sacks (231.15 cf) of 65/35 Class H containing 5 pps gilsonite and 0.25
pps celloflake mixed at 12,3 PPG to yield 2.01 cf/sk. Followed with 420
sacks (558.6 cf) of 50/50 Class H POZ with 2% gel, 5 pps gilsonite, 0,25
pps celloflake, .2% FR and .4% FLA mixed at 13.7 PPG to yield 1.33
cf/sk.

Slurry volumes assume a 70% excess over gauge hole volume to bring
cement back into the intermediate casing. Cement volume is subject to
change after review of open hole caliper log to caliper volume + 30%.
Minimum clearance between couplings and hole is 0.625", Safety factors
utilized in the design of this casing string were: burst = 1.1;
collapse = 1.125; and tension = 1.8 or 100,000 1lb over pull, whichever
is greater. NOTE: If cement is circulated into the intermediate casing
this casing will be cut off inside the intermediate casing and removed
after the well is completed.

Centralizers: 11 - 4 1/2” X 6 1/8” rigid centralizers will be run
across prospective pays of the Mesa Verde and Dakota.

Float Equipment: Cement nose float shoe, 1 joint 4 1/2" 11.6 # casing,
and float collar.

7. Auxiliary Equipment:

An upper kelly cock will be utilized. The handle will be available
on rig floor at all times



PRESSURE CONTROL

Wellhead Assembly -

2" FIL UNE 35 i | = FLOWLINE

Preventer and Spools are to have a
6” Bore or larger and a 2000 PSI
or higher Pressure Rating

Choke Manifold

TO Mud Pit > <= T i= ADJUSTABLE

@

2" LINE from
- <= < DRILLING SPOOL

TO Reserve Pit ox_“.“

TO Reserve Pit x_||=||’ ? CHOKE

McElvamn 0l & Gas Properties, Inc.

Stateline Com No. 1B
2250 FSL — 2050 FEL
Section 7, T32N, R9W, NMPM

San Juan County, New Mexico




P
T me1000) UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

5. Lease Designation and Serial No.
SF079048

SUNDRY NOTICES AND REPORTS ON WELLS 6. I Indian. Aliotioe or Trios Name
Do not use this form for proposals to drill or to deepen or reentry, to,a dlffergnt reservmr A1

Use "APPLICATION FOR PERMIT--" for such propoéalé _ -

7. If Unit or CA, Agreement Designation
SUBMIT IN TRIPLICATE

s Wl DRI | PR
T Type of Wef coe SRV AL - -
i 8. Well Name and No.
L Wer Well L other Stateline Com No. 1B
2. Name of Operator
McElvain 0Oil & Gas Properties, Inc. 9. APl Well No,

30-045-32378

3. Address and Telephone No.

1050 17th Street, Suite 1800 Denver, CO 80265 (303)893-0933x302 |t riand Pool o Bioraioy Area

4. Location of Well (Footage, Sec., T., R., M., or Survey Description Blanco Mesa Verde /
2250' FSL - 2050' FEL, Section 7, T32N, RS9W, NMPM Basin Dakota

11. County or Parish, State
San Juan Co., NM

12 CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION TYPE OF ACTION

D Abandonment
D Notice of Intent I:I Recompletion New Construction
D Plugging Back
D Casing Repair

D D Altering Casing
Final Abandonment Notice D
Other

Change of Plans

LI

Non-Routine Fracturing

Subsequent Report Water Shut-Off

Conversion to Injection

OO

Dispose Water

13. Describe Proposed or Completed Operations (Clearly state all pertinent details, and give pertinennt dates, including estimated date of starting any proposed work. If well is directionally drilled, give subsurface
locations and measured and true vertical depths for all markers and zones pertinent to this work.)

We changed the length and route of the proposed new access during the onsite inspection to
reduce road grades. New route is shown on the attached topographic map section. New Length is
1250 feet. This will not change any of the content of the surface use plan submitted with the
APD.The new road segment added has been surveyed by a contract archeologist and is clear. A
supplemental report is being prepared.

14. | hereby certify the foregoing is true and correct

Signed —M—é%ﬁ Title Agent Date August 25, 2004

i W S S—" / S—4 —_snS— S } "

(This space for Fgderal f /
Title ﬁcZ}%‘ ﬁ 'i [@&m Date__ 44 , ///0?

NMOCD

Approved by
Conditions of approval, If any:




McELVAIN OIL & eAS PROPERTIES STATELINE cOM #I1B

2250' FoL ¢ 2050' FEL, SECTION 7, T32N, RIAN, NMPM.
SAN JUAN COUNTY, NEW MEXICO
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