FORM APPROVED

Fom3160-3 RE@E%\\'Q E® _

(August 2007) 20“' 2 |
xpires July 31, 2010
UNITED STATES ocT 19 "
DEPARTMENT OF THE INTERIOR 3 |jesh€Lease Serial No

pian
) ol Land
BUREAU OF LAND MANAGEMENT @urgi:m“gmﬁe\d(

APPLICATION FOR PERMIT TO DRILL OR REENTER

{NMF078977
6. If Indian, Allotee or Tribe Name

T 1 Unitor CA Agreement, Name and N
la. Typeofwork [/]DRILL I REENTER mt or gre;nen ame and No

8. Lease Name and Well No.

Ib. Type of Well: DOil Well Gas Well DOther DSmgle Zone Multiple Zone | Reya No. 2
' 9. API Well No.

3p -0us 34422 -

2 Name of Operator \McElvain Oil & Gas Properties, Inc.

3a Address 4450 17th Street, Suite 1800 3b. Phone No. (inciude area codes 10. Freld and Pool. o Exploratgry . .
Denver, CO 80265-1801 303.893.0933X302 Basin Fruitland’CoalIHﬁL&d—P@. Hi
4. Location of Well Report location clearly and i accordance with any State requirements.*) 11. Sec., T.R. M. or Blk.and Survey or Area
Atsurface 683' FSL - 711' FWL, Section 20, T30N, R13W, NMPM Section 20, T30N, R13W, NMPM
At proposed prod. zone same W\
12. County or Panish 13. State

14. Distance in miles and direction from nearest town 0r post office®

5 miles northwest of Farmington, NM San Juan NM

15. Distance from proposed* 634 ft 16 Noggf acres 1n lease 17. Spacing Umt dedicated to this well
focation to neatest : 2553.
roperty o lease lne, fi, 683 ft S/2-320.0 acs/ SW4- 160.0 acim s
?Also tonearest drig. unit line, 1f any) BRIV RS ;
18. Distance from proposed location™ 1200 19. Proposed Depth 20. BLM/BIA Bond No. on file
to nearest well. dnlling, completed, N
: < lace 1409 ft COBOge4s CIFE e Tl
applied for. on this lease, ft. Lisg aebibuly. dei R
P 00000 1 :
21 Elevations (Show whether DF, KDB, RT, GL, etc.) 22 Approximate date work will stast* 23, Estimated duration
5460' GL 11/01/2007 10 days I P
Pz

24. Attachments

The following. completed in accordance with the requirements of Onshore Oil and Gas Order No. I, must be attached to this form:

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

1. Well plat certitied by a registered surveyor.
Item 20 above).

2. A Drilling Plan.

3. A Surface Use Plan (if the location is on National Forest System Lands. the 5. Operator certification
SUPO must be filed with the appropriate Forest Service Office). 6. Such other site specific information and/or plans as may be requued by the
) BLM.
25. Signature Ve Name (Printed/Typed) Date
@uf é M_. Robert E. Fielder 10/18/2007
Title
Agent P -

Approved by (Sig Name (Printed/Typed) Date

o/ 2o T
77 I

Moty AEM [fFO

Application approval does W’fvarram or certify that the applicant holds legal or equutable title to those rights m the subjectlease which would entitle the applicantto

conduct operations thereon.
v Conditions of approval, if any, are attaclied.

Title Office

Title 18 US.C. Section 1001 and Title 43 US.C. Section 1212, make ita 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 jursdiction.

T e B NO i lFY AZTEC C}GEB ﬁ?ﬁﬁg *(Instructions on page 2)
, o PRIOR TO CASBUS & m WECEPTANCE OF THIS
Obtain a pit l wAS &%1&% EVE THE LESSEE AND

- permit from N
Prior 0 constructing o MOCD OPERATOR FROM OBTAINING ANY OTHER
0n AUTHORIZATION REQUIRED FOR OPERATIONS

7 ‘z NMOCD i ON FEDERAL AND INDIAN LANDS
s | e, NOV 2 a7 AV

xfxols action is subject to technicat and 1 CRILLING OPERATIONS AUTHORIZED ARE
procedural review pursuant to 43 G 3165 3 2| SUBJECT TO COMPLIANCE WITH ATTACHED

d
#n¢ &ppeal pursuant to 43 CFR 3165 4 “GENERAL REQUIREMENTS™.



istriet |

1625 N Franch Dr. Hobbs, NM 88240

Digtrict §

301 W, Grard Ava. Artesio. NM 882K

Gistrict §

A Rio Brozes Rd. Aztec, NM 87410

Dustrict I

220 & 5t Froncis Dr. Santa Fe. NM 87505

Enargy. Minards & Mining Resources Department

State of New Mexico

QL CONSERVATION DIVISION

2040 South Pacheco
Santa Fe, NM 87505

Form C - 102
Revised October 12 2005
Sdomt 10 Appropidte Dustrict Office

State Leass ~ 4 Copies
Foe Lease - I Copes

[JAMBNDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

APA Number Pod Coda Pool Noms
30-045-34472 71629/78160 Basin FruitlandCoal/Harper Hill Fruitland Sand P
Frepory Godo Froperty Mave Wel N
36593 Reya 2
JORID No. Qperator Nae Hevation
22044 McElvain O & Gas Properties, Inc. 5460° GL
Surface Location
W oor Lot | Sec. Tup. Rge. Lot ki, | Feat froms> [North/South [Feet from> | Ecst/West Catnty
M 201 ION 13 W. / 68% SOUTH ST West SAN JUAN
Bottom Hole Location i Different From Surfoce
Weor Lot | Sec. | T Rge. Lot K, | Fesl Trom> [Nor/South |Feet Trom> | Ecat/West Coanly
Dodicoted Acres Jont or hil Contaldation Codo | Order No. 0L CONS. DIV,
§2-320/SW4-160 Y DICT 0O

No allowable wil be assigned 1o this completion unil ol nterests

vzzzzza 78160 spacing unit

have been consolidated or @ non-standard wnit has been goprovéd by the dvision.
s 71629 spacing unit

OPERATOR CERTIFICATION

| hereby certfly that the nformation contaned
heron is true cnd complete to the best of my
knowledge and balief. and that this organization
either owm o vorking nferest or uwnkedsed
mnerd interest in the kand inchidng the

bottom hole location or has a right to drd this
wel of ths location pursuont to g conlroct wth
on owner of such o mnerd or workng terest
ar to a vohntary | agreemant or @
compuiso(;y pooing order "heretofore enfered
by the division

ALl

Signature 4 7’/07
Robert E. Fielder
Printed Name
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SURVEYQOR CERTIFICATION

| hersby certfy that the wel locaton shos on
this plat vos platted from feld notes of ccrud

survoys made by me or under my superviean

t the same # ree ad cerrect to the

best of my bekof,

Certificote Nunber 6844




District 1

1625 N. French Dr.,

District T¥

Hobbs, NM 88240

1301 W. Grand Avenue, Artesia, NM 88210

District ITT

1000 Rio Brazos Rd., Aztec, NM 87410

District IV

1220 S. St. Francis Dr., Santa Fe, NM 87505

WELL LOCATION AND ACREAGE DEDICATION PLAT

State of New Mexico
Energy, Minerals & Natural Resources Department
OIL CONSERVATION DIVISION
1220 South St. Francis Dr.
Santa Fe, NM 87505

Form C-102

Revised October 12, 2005

Submit to Appropriate District Office

State Lease - 4 Copies

Fee Lease - 3 Copies

[] AMENDED REPORT

* API Number ? Pool Code ? Pool Name {’ [chet /(
: . ) vl vtz L.
0045 2 D 1629128888 7/26° Bas-an[En@gW &
* Property Code 5 Property Name L ¢ Well Number
36593 Reya 0CT 1 9 2007 2
"OGRID No. ® Operator Name B * Elevation
22044 McElvain Oil & Gas Properties, Inc. umﬁ’i of ﬂ;and'_i\lianagemem 5460’ GL
10 < R N TV RW T T )
Surface Location
UL or lot no. Section { Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
M 20 30N 13w 683 South 711 West San Juan
11 . -
Bottom Hole Location If Different From Surface

UL or lot no. Section | Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
2 Dedicated Acres |" Joint or Infill |™ Consolidation Code |'* Order No.
S$2-320/SW4-160 Y

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. e, 78160 spacing unit 71629 spacing unit

6 90706 588°17°W

2620.96 !

NED® W

NO°25'E

2642, (e‘*l"

7 OPERATOR CERTIFICATION

1 hereby certify that the imformunon comuained herewn is true and complete 1o the
best of my knowledge and belief, and that this organization euher owns a
working interest or unleased mineral tnterest i the land including the proposed
hottom hole location or has a right to drill this well at this locanton pursuant 1o
a contract with an owner of such a muneral or workang interest, or to a

voluntary pooling agreement or a compulsory pooling order heretofore entered

Wégﬁ{ ?«%‘ /0/ 12/07

Signature

Printed Name

CyeC e

oy = WP . n

# BSURVEYOR CERTIFICATION

[ hereby certify that the well location shown on this plat was

plotted from field notes of actual surveys made by me or under

my supervision, and that the same is true and correct lo the
best of my belief.
5/15/2003

[l

NM3FoT78917

__5256.90

- e ———

Date of Survey
Signature and Seal of Professional Surveyor:
Location originally surveyed by Gerald Huddelston

6844

Certificate Number




g\;}tzmlt 3 Copies To Appropniate District State of New Mexico Form C-103
ice

District | Energy, Minerals and Natural Resources May 27, 2004
1625 N French Dr, Hobbs, NM 88240 WELL API NO.
District 11 30-045-34472
1301 W Grand Ave , Artesia, NM 88210 OIL CONSERVATION DIVISION 5. Indicate Type of Lease
District 111 1220 South St. Francis Dr. STATE [] FED X
. 1000 Rio Brazos Rd , Aztec, NM 87410
District IV Santa Fe, NM 87505 6. State Oil & Gas Lease No.
1220 S. St Francis Dr., Santa Fe, NM
87505
SUNDRY NOTICES AND REPORTS ON WELLS 7. Lease Name or Unit Agreement Name

(DO NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO A
DIFFERENT RESERVOIR. USE "APPLICATION FOR PERMIT" (FORM C-101) FOR SUCH

PROPOSALS.) Reya

1. Type of Well: Oil Well [ ]  Gas Well X Other g Well Number

2. Name of Operator 9. OGRID Number

McElvain Qil & Gas Properties, Inc. 22044

3. Address of Operator 10. Pool name or Wildcat

1050 17" Street, Suite 1800, Denver, CO 80265-1801 Basin Fruitland Coal/Harper Hill Frt. PC

4. Well Location
Unit Letter M ;683 feet from the __ South lineand _ 711 feet from the __ West line
Section 20 Township 30N Range 13W NMPM San Juan Count

11. Elevation (Show whether DR, RKB, RT, GR, etc.)

| 5460’ GL
Pit or Below-grade Tank Application X or Closure [ ]

Pit type_ Drilling__ Depth to Groundwater__30-70 ft_Distance from nearest fresh water well_>1000 ft_ Distance from nearest surface water_400 ft

Pit Liner Thickness: 12 mil Below-Grade Tank: Volume bbls; Construction Material

12. Check Appropriate Box to Indicate Nature of Notice, Report or Other Data

NOTICE OF INTENTION TO: SUBSEQUENT REPORT OF;
PERFORM REMEDIAL WORK ] PLUG AND ABANDON [ REMEDIAL WORK [0 ALTERING CASING [
TEMPORARILY ABANDON [J] CHANGE PLANS O COMMENCE DRILLING OPNS.[] PANDA O
PULL OR ALTER CASING [0 MULTIPLE COMPL O CASING/CEMENT JOB ]
OTHER: Pit Permit X OTHER: O

13. Describe proposed or completed operations. (Clearly state all pertinent details, and give pertinent dates, including estimated date
of starting any proposed work). SEE RULE 1103. For Multiple Completions: Attach wellbore diagram of proposed completion
or recompletion.

McElvain Oil & Gas Properties, Inc. proposes to construct a lined 25 W X 80’ L X 8” D reserve pit in conjunction with the construction
of this location.

RCUD MOV 13707
OIL CONS. DIV,

P T

I hereby certify that the information above is true and complete to the best of my knowledge and belief. I further certify that any pit or below-
grade tank has been/will b rycted or closed according to NMOCD guidelines [], a general permit [] or an (attached) alternative OCD-approved plan [].

SIGNATURE TITLE Agent DATE 11/12/07

Type or print name Robert E. Fielder E-mail address: pmci@advantas.net Telephone No. 505.320.1435
For State Use Only

Deputy Qil & Gas Inspector, NV 19 2007
APPROVED BY:M W TITLE District #3 DATE

Conditions of Approval (if any):




McElvain Oil & Gas Properties, Inc.
Reya No. 2
683’ FSL & 711’ FWL
Section 20, T30N, R13W, NMPM
San Juan County, New Mexico

TEN POINT DRILLING PROGRAM

Surface Formation: 0Ojo Alamo

Surface Elevation: 5460’GL.

Estimated Formation Tops:

Formation Top - feet Expected Production
Ojo Alamo surface

Kirtland 609

Fruitland 1009 GAS

Pictured Cliffs 1259 GAS

TOTAL DEPTH 1409

Surface Hole Program:

Bit: Drill an 12%" hole to 200' 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 - 200 8.6 or less 9.0-9.5 40 - 50 No Control

Casing and Cementing: A string of 8%" 24 ppf J-55 or K-55 ST&C casing
will be set and cemented to the surface in a single stage with 140 sacks
(165.2 cf) of Class "B" cement (yield = 1.18 cf/sk) containing 3% CaCl,
and 1/4 1lb/sack celloflake. Slurry volume assumes 100% excess over
calculated hole volume. If cement does not circulate to surface, cement
will be topped off using 1" pipe down the 12%" by 8%" annulus. Minimum
clearance between couplings and hole is 1.3125". 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.

WOC 12 HOURS. Nipple up 11” 2000# BOPE. Pressure test BOPE to full
working pressure using a test plug. Drill out cement to within five feet
of surface casing shoe. Test surface casing and BOPE to a minimum of 600
psig for 15 minutes.

Centralizers: Run two (2) 8%” X 12%” regular bowspring centralizers.
Install first one on stop ring in middle of shoe joint.

Float Equipment: Cement nose guide shoe thread locked. Also thread lock
connection between first and second joint run.



Drilling Program

McElvain Oil & Gas Properties, Inc.
Reya No. 2

Page Two

5. Production Hole Program:

Bit: Drill a 7%” hole to 1409’ using a TCI, IADC Class 447 bit. WOB: 30-
35K. RPM: 60 - 75. Hold RPM at 55 - 65 through Ojo Alamo.

Mud: Use a fresh water base polymer and water system to drill this
section. If hole conditions dictate, mud up with a fresh water base LSND
mud with the following properties:

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

200 - 1409 8.6 — 8.8 9.0-9.5 28 - 35 10 - 12

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 surface pit
will be visually monitored and recorded on a routine basis.

Note: If mud up is required, raise viscosity to 55 - 60 for logging.
Thin to 40 - 45 viscosity to run casing.

PH is 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.

Lost Circulation 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 full working pressure. Surface casing and BOPE will be
tested to a minimum of 600 psig before drilling out from under
surfac4 casing. Mechanical operation of pipe rams will be checked
daily and blind rams will be checked on each trip out of hole. 5"
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: Dual Induction and Epithermal Neutron/Formation Density
logs will be run from TD to the surface casing shoe.

Casing and Cementing Program: Run 5%” 15.5 ppf J-55 production casing
from surface to TD and cement in a single stage with 100 sacks (212.0
cf) of 65/35 Class B Poz containing 5 pps Gilsonite and 0.25 pps
celloflake. Lead slurry mixed at 12.1 PPG to yield 2.12 cf/sk. Tail in
with 130 sacks (153.4 cf) of Class B with 2% CaCl, and 0.25 pps
celloflake mixed at 15.6 PPG to yield 1.18 cf/sk.



Drilling Program

McElvain Oil & Gas Properties, Inc.
Reya No. 2

Page Three

5. Production Hole Program: —-continued

Slurry volumes assume a 50% excess over gauge hole volume to circulate
to surface. Minimum clearance between couplings and hole is 0.9125".
Safety factors utilized in the design of this casing string were: burst
= 1.1; collapse = 1.125; and tension = 1.8.

Centralizers: 5 - 5%” X 7%” bowspring centralizers will be run
across all prospective pays and 3 - 5%" X 7%” turbolizers will be
spaced such that one (1)is just below the base of the Fruitland
coal, one just below the base of the Ojo Alamo and one (1) in the
Ojo Alamo.

Float Equipment: Cement nose guide shoe, 1 joint 4%" casing, and float
collar.

Auxiliary Equipment:

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

Logging Program:

Dual Induction and Epithermal Neutron / Formation Density will be run
from TD to surface casing shoe. Bulk density will be presented on a 5 "
scale through the coals. Deep induction curve will be merged onto the
porosity log.

Coring and Testing Program:

No cores or drill stem tests are planned.

Abnormal Pressure:

Although not expected, abnormal pressures are possible in the
Fruitland formation.

Estimated Bottom Hole Pressure:

250 - 300 psig.

9. Anticipated Starting Date:

November 1, 2007

Duration of Operations: It is estimated a total of 6 days

will be required for drilling operations and 5 days for the
completion operation.



O et stoke & iath

82 JURTSIAN
foft — .

'ln_ﬂ::GmCone'2

welf pad ond cection

...54

. .. 53.

exuting rood

Abiar=t1) pog N
s6cHON

V4 Cor.

Si9 |5 20

*3 COZ00 S

S
0-Q0 - BOU ot 4
exittng river on &
mafar run <}

\ %4

NW/4 Sw/4

J9-0334

L5¢
- = e —
&

> Pl121K0:34 %9

C V4 Cor

$ 20

i

Baww of Beaorm:
(P4 s1ote plone coordnater
rotored

U 9SS 2-5389 i

8 M
LY
90134 L f / P14 40330
L4h
{

4 ¥
3 679 4 ’§\J
3,

NE/4 SW/4

T

SE/4 Sw/4 0 500

'"?_‘o \(o L7 proposed ppelne L._l____j
N Sede T = 500
0/'\‘ Pl 11443010
"~ ~
s, L8 ‘
E < SR =16-1379 - LOL ot @ {ad sind BLM monument
< d well pad
g / \* P P O coleulated corner
,\b e pa:Po(\:nd o 2‘
14 on .
//*b’\l\b’ locaton « {rom BUM plat of record
9 &+ !
//\‘“'\ ) . W74 Sw/4 . survey ceatécine Pl
swis2o City_of Farmington
—4 il l S04 vac
s301s 20 B N 2954 we 262204 s 29 o
Bau of Beorng
LINE DESCRIPTION TABLE
(LINE NG DIRECTION . I 1ENGIH
A { N7 T30 B 1138 06 ]
Vi S Sl 173 F 135 33
3 S &6 40°44" E 179 32
g (S "8 )CaS Q3° 6 33
e 24 RIE]
I S 05 23" 30008
7 S 831 445 /1
L] S 32 11729 33_5¢

YATES PETRO( FUM

Propoted Miler Gas Com 8-2 ppeine
right+of-way -

SW/4q of Socton 20

TION RiIZ w NMPM

Son Jon County New Maxcco

revised May 2003
February 2003
HIODTLSTONUAND SWRVEYRG

PO ORAWLR K 7 CLORTLZ CO M3 /7 970 565 3330




PRESSURE CONTROL

Wellhead Assembly

1l

2" FILL UNE 55 | | = Q FLOWLINE

=

:g PIPE RAMS
) C

)
:E BLIND RAMS S::

2" LINE to
MANIFOLD

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

Choke Manifold

TO Mud Pit 5 < i) 2" ADIUSTABLE

CHOKE

>

TO Reserve Pit fx_“.“ <« < DZR.I’LI[:}II\\IIE fSxi)o(;I(l)L

2" POSITIVE
CHOKE

McElvain 0il & Gas Properties, Inc.

Reya No. 2
683" FSL — 711" FWL

Section 20, T30N, R13W, NMPM
San Juan County, New Mexico




