T SECRETARY'S POTASH
Fosngy > SEP 14 a0 OCD-ARTES, 1015

UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

APPLICATION FOR PERMIT TO DRILL OR REENTER

. OCD-ARTESIA

ATs-0T7-481

FORM APPROVED
OMB No, 10040157
Expires March 31, 2007

5. Leass Senal No.
NM-22080
6. I Indian, Allotes or Tribe Name

. Typeof work: @ DRILL D REENTER

. Tvpzof Well: @Oil Well DG&S Well DOther

@Singl: Zons D.‘v{ultiplc Zone

7 If Unit or CA Agreement, Name and No.

8. Leass Name and Well No.
FEDERAL "1" # 4

2 Nameof Operzior  REEF EXPLORATION, L.P.

(JOHN MULLOY 432-687-0323)

9. API Well No.

30 - 0/5 35743

3b. Phone NO. (include area code)
432-687-0320

3a. Adéress 508 WEST WALL SUITE 700
MIDLAND, TEXAS 79701

10. Field and Pool, or Exploratory
LIVINGSTON RIDGE DELAWARE SO.

¢ Location of Well (Report locauon clearly und in accordance wuh cry Sczie requrements. )

660' FNL & 1980' FWL SECTION 1 T23S-R31E
At propased prod. zone SAMF, CARLSBAD CONTROLLED WATER BASIN

Atswiace

11. Sec,, T.R. M. or Blk.and Survey or Area

SECTION 1 T23S-R31E

\~

14. Distaace n miles and direction from nearest town or post office*

Approximately 27 miles East Southeast of Carlsbad New Mexico

13. Siate

NM

12. County or Pansh
EDDY CO.

15. Disiance from propesed” 16. No.of acres in lease

location t0 nearest

17. Spacing Unit dedicated 1o this well

propzrty or lease line, fl. 660" 1280 40
(Als0 1o nzarest drig. enit line, if any)
13 Disiance from proposed location* 19. Proposed Depth 20. BLM/BIA Bond No. on file A
10 nearast well, dalling, completed, . )
2ol for o Gis fedse, fL 1320 8,500" REB=0616378 WM BooaH 8D

applizd for, on this Jease, ft.

2l

-4,

Elevaions (Show whether DF, KDB. RT. GL. etc)
3468' GL

WHEN APPROVED

22 Approximate dat2 work will sian®

23, Esumatad duration

24, Atachments

The following, completsd 1n 2ccordance with the reguirements of Oasherz Ol 2nd Gas Order No.l, shall te

attached to this form:

1. Well plat cenified by a registerzd survevor. 4. Bond to cover the operaticns unless coversd by an existing bond en {ils (se2
2 A Drilling Plan. [tem 20 above).
3 A Surfzce Use Plaa (if the Jocation is on Naticnal Forast System Lands, the 5. Operator cenification
SUPQ shall be filedayith the zppropriate Forest Service Office). 6. Such other site specific informaticn and'or plans as may be required oy the
3 , autherized officer.
o A B ”
23\ Slzn/:fI // Name (Printed Typed Date
012
Joe T. Ja

Loz [ AL nica 07/11/07

RUE v
gent /
A"
Date

sogrlved oy (Signaimre) Name (Printed Typed)

QAN TN Nuen

Q107

Title Oifice

Cor STATE DIRECTOR

NM STATE OFFICE .

Application approval does not wi

conduct operations thereon. If earthen pits are used in :

association with the drilling of this

:10 those rights in the subjectleasa which would eatitle the applicantic
|

APPROVAL FOR TWO YEARS

Conditions of approval, if any, ar

Tide 18 USC. Secion 100l mat; el an OCD pit permit must be
obtained prior to pit construction. -

Statesany false, ficttious o fraud Iv..risc\ic:jon.

T e ) S
wingly and willfully (0 make t0 any deparment or agency of the Lnuted

*(Insiructions on page 2)

SEE ATTACHED FOR
CONDITIONS OF APPROVAL

VAL SUBJECT TO
o REQUIREMENTS
PULATIONS

APP AL
GENERA
AND SPECIAL STI
ATTACHED

calnam



A

1625 N. Freach Dr., Hobbs, NM 88240

State of New Mexico

Energy, Minerals & Natural Resources Department

,L']ZIS.'IBISZLH
1301 Y. Grand Avenue, Artesia, NM 88210
DRISTRICT 10j
1000 Rio Brazos Rd., Aztec, NM 87410

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

OIL CONSERVATION DIVISION

1220 South St. Frances 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
N

0 AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT
API Number Pool Code Pool Name
39380 LIVINGSTON RIDGE-DELAWARE SOUTHEAST
Property Codg Property Name Well Number
30733 FEDERAL "1 4
OGRID No. Operator Name Elevation
246083 REEF EXPLORATION, L.P. 3468’
Surface Location
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
C 1 23 S 31 E 8660 NORTH 1980 WEST EDDY
Bottomm Hole Location If Different From Surface
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
Dedicated Acres | Joint or Infill Consolidation Code Order No.
40

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

t————-—-rr'———--.'i
458,7'____8____ 3467.6
3 3

}

1980’

3465.2°

34721

NM-22080

in

= 685,366.7

= 487,484.6
Lat. 32°20°19.62" N
Long. 103°43'59.35" W

(NAD *27)

1

—re.

V1

OPERATOR CERTIFICATION

I hereby certrfy the the mformation contmned herewn 15 true and complele (o

the best of my Enowledge and belef, and that this organwzafon ather owns ¢
working witerest or unlegsed muneral tlereshn the land sncludig the proposed
bottom Aole locatom or has @ mght fo drll thyy well af thus locahon pursuant to
o contract wrth an owner of such o mneral or workwng wilerest or fo g
volunlary pooling agreement or o compulsory pooling order heretofore entered by
the dwswon.

fz/

|~
7‘7'1gnature

Joe T. J ca

Date

07/11/07

Printed Name”

Agent

SURVEYOR CERTIFICATION
I hereby certify that the well location shown
on this plat was plotted from field notes of
wrveys made by me or under my
son and that the same 1s true and
to the best of my belief

May 23, 2007

NOTE:

1) Plane Coordinates shown hereon are Transverse
Mercator Grid and Conform to the "New Mexico

Coardinate System”,
American Datum of 1927, Distances shown hereon cre
mean horizontai surfoci values.

New Mexico East Zone, North

Date of Survey LVA

Signature & Seal of Professxonal‘Surveyor

W.0. Num. 2007-0580

Certificate No.

MACON McDONALD *

12185

EXHIBIT "A"
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SECTION 1, TOWNSHIP 23 SOUTH, RANGE 31 EAST, NNM.P.M.
EDDY COUNTY NEW MEXICO S
2
3458.7' 600' 3457.6' $
>
150" NORTH
OFFSET
Elev. 3467.1"
]
8 o o o u] g
© 150" WEST FEDERAL ™1" #4 150" EAST ©
OFFSET Gr. El. 3468.3 OFFSET
Elev. 3464.6’ Lat. 322019.62" N Elev. 3466.5'
Long. 103'43'59.35" W
(NAD °27)
, 0
150" SOUTH
OFFSET
Elev. 3466.5%
2290 L.F. OF NEW/
ACCESS ROAD
3465.2" 600 3472.1"

DRIVING DIRECTIONS

FROM THE INTERSECTION OF STATE HIGHWAYS 18 AND 128 IN JAL,
NM, GO NORTHWEST ON STATE HIGHWAY 128 APPROXIMATELY 35
MILES TO RED RD. ON NORTH (RIGHT) SIDE OF HIGHWAY, THEN GO
NORTH ALONG RED RD. 5.0 MILES TO MILLS RANCH RD. ON EAST
(RIGHT) SIDE OF ROAD, THEN GO EAST ALONG MILLS RANCH ROAD
0.6 MILE TO A LEASE ROAD ON NORTH (LEFT) SIDE OF ROAD, THEN
GO NORTH ALONG SAID LEASE ROAD 0.2 MILE TO A WELL PAD,
CONTINUE NORTH ANOTHER 0.2 MILE TO ANOTHER WELL PAD, THEN
TURN EAST (RIGHT) AND GO 0.2 MILE TO A NORTH-SOUTH LEASE
ROAD, THEN GO NORTH ALONG LEASE ROAD AT 0.1 MILE PASS A
WELL PAD, CONTINUING IN ALL 0.3 MILE TO AN EXISTING WELL PAD
AND THE PROPOSED FEDERAL "1" #1 LOCATION, THEN GO NORTH
ALONG A PROPOSED ACCESS ROAD 0.2 MILE TO THE PROPOSED
FEDERAL "1" #2 LOCATION, THEN GO WEST (LEFT) 0.2 MILE TO THE
PROPOSED FEDERAL "1” #3 LOCATION, THEN CONTINUE WEST 0.2

MILE TO THE PROPOSED LOCATION.

3 110 W. LOUISIANA, STE. 110

COM NY MIDLAND TEXAS, 79701

432) 687-0865 — (432) 687-0868 FAX
oSMndland, Inc. (432) (432)

100 0 100 200
e e
Graphic Scale in Feet

LL

REEF EXPLORATION, L.P.

FEDERAL *1" #4

Located 660° FNL & 1980’ FWL, Section 1
Township 23 South, Range 31 East, N.M.P.M.
Eddy County, New Mexico

Drawn By: LVA Date: May 31, 2007

Scale: 1"=100" Field Book: 369 / 59-61
Revision Date: Quadrangle: Bootleg Ridge
W.0. No: 2007-0580 Dwg. No.: L—-2007-0580-A




APPLICATION TO DRILL

- REEF EXPLORATION, L. P.
FEDERAL "1" #4

UNIT "C" SECTION
T23S-R31E EDDY CO.

In respounse to questions asked under Sscticn II of Bulletin NTL-6, the following
informztion on the zbove will Is provided for your information
1. LOCATION 1980' FWL & 660" FNL SECTION 1 T23S-T31E EDDY CO. NM
2. ZLZVATION A30VZI SzZA LIVZL 3468' GL
3. GZOLOGIC NAMEI OF SURTACE TORMATION: Quaternery A20lizn Desosits
L. ?RI?L;NC TOOLS AND ASSOQOCIATED EQUIPMINT: Conventionel rotary drilling rig using
crilling mud es & circuleating mediuvm for solicds removazl from hols
5. 220Z0SID DRAILLING DIZTEH 8500'
5. ZSTIMATZID TOP2S OF GILOOGICAL M2rXEI3S
Rustler Anhydrite 764" Cherry Canyon 5863
Castile 1189' Brushy Camyon 6678"
San Andres 51527 Bone Spring 8375
7. P08SI3LZ MINI2AL BIARING FTORMATION:
Delaware 0il1
3. CASING 220C2:M
ncle Size Ingazvel CD of Casing Walzhz  Threzd  Celleas Crzca
f 26" 0-40" 20" NA NA NA Conductor
8 173" 0-860" 13 3/8" 483 8-R ST&C E-40  New
n" 0-4500" jlﬁf <( 8 5/8" 324 8-R ST&C .J-55 New
;i3
7 778" 0-8500" [0\ 5y AT em imec 5055 N
Collapse 1.125 Burst 1.00 Tension 1.8 Body Yield 1.5

Page 1
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JoWLMULLOY ASSOCIATES, iNC.
Frgir »

TP tre

SUEINANY RATEL Ty

Presoctent

August §, 2007

Wesley Ingram
BLM

Attached are casing designs that Reef Exploration, L.P. will utilize on the following
wells:

Section 1. T-23-S, R-31-E  Federal =17 Well #1. 2,3 & 4
Section 12. T-23-S. R-31-E  Tederal “12” Well# 1 & 2

The intermediate casing will be:
4300° of 8 5:87 0D, 32 #/ft. J-55. ST&C New Casing
200" of 8 5/87 OD, 32 #/ft,.5<957 LT&C New Casing
L5 &5
The production casing will be:

8500° of 514" OD 17 #/ft I80/L80 LTC R3 New Casing

Thank you for yvour assistance in this matter and should you have additional questions.
please let us know.




APPLICATION TO DRILL

REEF EXPLORATION, L. P.
FEDERAL "1" #4

UNIT "C"
T23S-R31E

SECTION 1
EDDY CO. NM

]

CLSING CEMZNTING & SETTING DEPTES:

s-

20" Concductor Set L0' of 20" concductor pipe and cement to surfzce with
Pedi-nix.

13 3/8" Surface Set 860'= 13 3/8" 48# E-40 STEC casing. Cemant with250 Sx.
of Premium Plus cement 27 CaCl, + .12515z/Sx. Poly-I-Tizke,
12.615/Gal, yield 1.93 cufc/Sx., tili in with 545 Sx. of
Clzss "C" Premium Plus cement + 27 CaCl yield 1.34cuft/Sx
circulzte cement to suriace.

§ 5/8" Intermedizte Set £500' of 8 5/8" 32# J-55 ST&C caing. Cement with $70 Sx.
0f interfill Cizss "C'" cement + 1/815/Sx yield 2.435 cuft/Sx.
Teil in with 300 Sx. of S41b/Sx Premium PLus cezZent + 17
CaCl. yield 1.33 cuft/Sx. cizculate cement to suriace

33" Procduction Sez 8500" of 33" 17 & 15.5# J-35 LT&C casing. Cemant with
255 Sx. of Interfill cement + zdditives, vield 2.45 cult/Sx.
Teil in with 405 Sx. of 50/50 20Z premium cement +27 Gal +
5 1b-salt/Sx. +.4% F2lad(R)-9 return top of cement to at
lezst 300' into Intermedizte casing. Yield 1.31

10. PRESSURE CONTROL EQUIPMENT: cExhibit "E" shows a2 900 Sexries 3000 PSTI working
pressure 3.0.P. comnsi g pe preventor, middle blind rexs,

and bottom pipe 5. Th 1 d up on the 13 3/8" casing and

tested to API sp ficetions .0. e operated at least once in each

24 hour period and the blind rems will be operazted when the drill pipe is ocut of

the hole on trips. rfull opening stabbing valve and upper kelly cock will be

eaveilable in case of need.Exhibit "E-1" shows a hydraulically operated closing

unit end a 3" 5000 PSI working pressure choke manifold with duazl adjustable

chokes. No zbnormal pressures or temperztures are expected while drilling of this

well, ‘

11. PROPOSED MUD CIRCULATING SYSTEM:

DEPTH MUD WT. VISC. FLUID LOSS TYPE MUD SYSTEM

£0-g60" 8.6-8.¢9 32-3% NC Frash watar Spud mudé edd
caper to contrcl seegeze

850-¢500' 10.0~10.1 28-265 NC 3Brine water add paper to

: control seespage, and high
Viscosity sweeps to clean
holia. )

£500-8500' g.0-6.2 28-31 . NC o Iresh water going to cut

legg tnan ; LT :

38 e brize, use nigh viscesizy
sweeps to clazzn hole.Scarch
to cén::ol watcer leoss.

SufZicient mud materials will be kept on location at all times in order to combatilost
c?:culation, cr unexpected kicks. In ordér to rua DST's, opea hole logs, zad casizg
the viscosity and/or the water loss mzy have to be adjusted to mest these needs.
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APPLICATION TO DRILL

REEF EXPLORATION, L. P.
FEDERAL "1" #4

UNIT "'C" SECTION 1

T23S-R31E  EDDY CO. NM

bs
~

. LOGGING, CO2ING, AND TESTING PROGRAM:

A. Open hole logs: Dual Laterolog, LDT, CNL, MSFL, Gamma Ray, Caliper from TD
back to 8 5/8" casing shoe. Gamma Ray , CNL from 8 5/8" casing shoe back to
Surface.

B. Mud logger on hole at 4600t' and remain on hole to TD.

C. No cores or DST"s are planned at this time.
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FLOW LINE

A
T B
— —
1 L
[ R-BLIND RAMS ]
LT { ]

R-F.PE RAMS j Options
(&
—

DRILLING
J/}'}lSPOOLJ'“\i’

T‘/\ —~—Spcecels ogtional
€
\l\\ch\U

Qg C 1
, j):n'

™~
=70 Choke Manifold ——

= 3" outlets
AL

PRNWNS
Lf‘\(\ ARRANGEMENT SRRA
900 Series
3000 2SI W=

EXHIBIT "E"
SKETCH OF B.0.P. TO BE.USED ON

REEF EXPLORATION, L. P.
FEDERAL "1" #4

UNIT "¢" SECTION 1

T23S-R31E EDDY CO. NM
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37 Cadizay

TC AT ANTCOR
WUCOAS SETARATIR Y]

DRILLING MANUAL

PTICMAL AR CAIVEN

T ANNULAR
PREVENTER YALVE(S)

>< : TC 241 PRIVENTIA
' T vayves
3

T

FIGURE X4l Typiaal thoxe wmamufold asembly for $M mated working
pressure setnce — jurface msalaues.

EXHIBIT "E-1"
CHOKE MANIFOLD & CLOSING UNIT

REEF EXPLORATION, L. P.
FEDERAL "1" #4

UNIT "'C" SECTION 1

T23S-R31E EDDY CO. NM

i
RECYII



13-A

HYDROGEN SULFIDE DRILLING OPERATINNS PLAN

1. A’l Company and Contract personnel admitted on location must be trained by a
qualified H,S safety instructor to the following:

A. Characteristics of HjS

B. Physical effects and hazzards

C. Proper use of szfety equipment and life support systems.

D. “*’nc1p1e and operation of E3S detectors, warning system
and briefing arezs.

E. Evacuation procedure, routes andé first zid.

F. Proper use of 30 minute pressure demand air pack.

2. HpS Detection and Alarm Systems

rm svstem to be located zt bell nlpple,

A. EpS detectors and audi
) and on derrick floor or doghouse

u
end of blooie line (mu

rY[\l

3. Windsock and/or wind screzmers

zrez should be high enough to be visidble.
iefing zrea should be high enough to be visible.
2 & windsock at entrance to location.

.

Windsock at mudpic
Windsock at brief
. There should

O w

r
b

4. Condition Flags aad Signs

A. Warning sign on access road to location.

B. TFlags to be displaved on sign at entrance to location. Green flag,
normal szfe condition. Yellow flag indicates potentizl pressure and
cdanger. Red flazg, danger, H2S present in dangerous concentration.
Only emergency personnel adcitted to locaztion.

A. See exhibit "E

6. . Communicatieon

Wnile working under masks chalkbcazds will or
Eand signals will be used where chalk board iZs inzppropria
] -4 :

O w o

. Two wayv radio will be used to communicate o0ff locat
emergency.help is required. In most cases celluler P
be available at most drilling foreman's traziler or living guarters.

en Testin

~3
v}
"
3
'—b
=]
n
t

o
o

3
»
.

Exhausts will be watered.

B. Flare line will be equipped with an EIECL*1c ignitor or a2 propane
pilot light in casas gas reaches the surf ace. S

c. 1f location is near any dwelling a closead D.S5.T. will be performed.



13-4

HYDROGEN SULFIDE DRILLING OPERATIONS PLAN

8. Drilling contractor supervisor will be required to be familiar with the effects
H,S has on tubular goods and other mechanical equipment.

9. If H,S is encountered, mud system will be altered if necessary to maintain

control of formation. A mud gas seperator will be brought into service along
with H,S scavengers if necessary.

Page 3-B



SURFACE USE PLAN

REEF EXPLORATION, L. P.
FEDERAL "1" #4
UNIT "cC" SECTION 1
T23S-R31E EDDY CO. NM

1. EXISTING AND PROPOSED ROADS:
S

Exhibit "B" is a reporduction of a County General Hi-way map showing existing
roads. Exhibit "C" is a2 reproduction of a USGS topographic map showing exist-
ing roads and 2nd proposed roads. All existing roads will be maintained in

a condition equal to or better than current conditions. All new roads will
be constructed tc BLM specifications.

.

B. Exhibit "A" shows the proposed well site as staked.

C. Directions to location: From Hobbs New Mexico take U.S. Hi-way 62-180 West
toward Carlsbad New Mexico go 39imi to MP 67, turn Left (South) go 16.5 miles
Turn Left (East) go .6+ miles, turn Left (North) follow lease road North .4+
miles turn Right (East) Turn North and .55 miles, turn Left (West) go .5 miles
to location on the South side of road.

D. Exhibit "C" shows a topographic map showing proposed roads, flowlines, and power-
lines.

2. PLANNEZD ACCESS ROADS: Approximately 1250' of new road will be constructed.

A. The access roads will bz crowned and sitched to a2 14! wide travel surface,
withia 2 30' R-0O-W.

3. Gradient of zll roads will be less thaa 5%Z.

C. Turn-outs will be constructed where nacessary.

-

e with & minimun of 4-6" of celichs.

If recuire new access roads fac
t ocal source.

1
this material will be ob

d
ds will be flagged, road construction will
e

=. Center lins for new roa pe cene &s
£ield conditions require.

T. Culverts will be placed in the zccess rozd as drainage conditions raquire.
Roacs will be constructed to use low wateT crossings for drainage as raquirsd
by the topographic conditions.

3. LOCATION OF EXISTING WZLLS WITHEIN 4 ONI MILE 2WDIUS:  EXEIZIT "a-1"

A, Water wells - none known

3. Disposal wells - none known

C. Drilling wells - none known

D. Procducing wells - As shown on Exhibit "A-1"

E. Abancdonad wells - As shown on Exhibit "aA-1"

"y
m
4
‘,\

(1]



SURFACE USE PLAN

REEF EXPLORATION, L. P.
FEDERAL "1" #4

UNIT "C" SECTION 1

T235-R31E EDDY CO. NM

4, If on completion this well is a producer the operator will lay pipelines and
construct powerlines along existing road R-0-W's or other existing R-0-W's.
Exhibit "C" shows proposed roads , flowlines and powerlines.

5. LOCATION & TYPE OF WATER SUPPLY:

Water will be purchased locally from a commercial source and trucked over the
location access roads or piped to location in flexible lines laid on top of the
ground.

6. SOURCE OF CONSTRUCTION MATERIAL:

If possible construction material will be obtained from the excavation of the drill
site, if additional material is required it will be obtained from a local source
and transported over the location access roads as shown on Exhibit "C".

7. METHODS OF HANDLING WASTE:

A. All trash, junk and other waste'material will be contained in trash cages or
trash bins in order to prevent scattering. When the job is completed all con-
tents will be removed and disposed of in an approved sanitary land fill.

B. Sewage from living quatersw will be drained into holding tanks and will be
cleaned out periodically. A Porta-John will be provided for the rig crews. This
equipment will be properly maintained during the drilling operations and
removed upon completion of well.

C. Remaining drilling fluids will be allowed to evaporate in the reserve pits until
the pits are dry encugh to be broken out for further drying. If the drilling
fluids do not evaporate in a reasonable time they will be hauled off by trans-
ports to a State approved disposal site. Later the pits will be broken out to
speed drying. Water produced during completion will be stored in tanks and
disposed of in State approved disposal site. 0il and condensate produced during
completion will be put in storage tanks and sold.

D. Drill cuttings will be disposed of in resebev pits or if necessary will be
taken to a State approved landfarm and disposed of properly.

E. Any remaining salts or mud additives will be collected by the supplier and
to stock, this includes all broken bags.

8. ANCTLLARY FACILITIES:

A. No camps or air strips will be constructed on location.

Page 5



SURFACE USE PLAN

REEF EXPLORATION, L. P.
FEDERAL "1" #4
UNIT "C" SECTION 1
T23S-R31E EDDY CO. NM

WELL SITE LAYOUT:

i

Exhibit "D'" shows the proposed well site layout.

This Ex
ne
o

ib it shows the location of reserve pit, sump pits, and
livi ilic

xh
fa ies.

Mud pits in the active circulating systemn will be stesl pits and
the reserve pits will be unlined unless subsurfzce conditions
enconterad curing pit construction indicate that z plastic liner
is required to contain laterel migration.

If nee ded the reserve pits will bz linad with polyethelene. The
pit liner will be no less thzanl2 mils thick znd the liner will ba
extended at least 3 feet over the top of the dikes and secured in
place to keep edge of liner in plece.
The reserve pit will be fenced on three sides and fenced with four
strands of barbed wire during drilling and completionphases. Tne
tth side will be fenced after drilling cpzrations are complete and

the drilling rig has wmovad out.Ilf the well is a producer the mud
cits will remzin fenced in until the muc hes dried up enough to
brezk out ths pits and reclaimed esccording to BLM requiremsnts.
PLANS TOR RISTORATION OF SURFACE:
Rehebilitation of the locetion and ressars
properly, fluids mav be moved enc dispossac

7-T e&s previously noted. The pit arez will

to conform to the originzl and surrounding
eny will bz reshapad to the original con: o 3
to ellevizte furture erosicz. In casza oI wal s as & pro
vcer the drilling pad will be nacessary to-coastruct procduction facil-
itiss. After the arez has baen shaped and coatcurad top soil from tne
socil pile will be placed cover the discurbad zres to the extent possidle
so that revsgstation procedurass can bz accompliished to comply, with the
BLM spescificazions.
17 che well is & dry hole thea pec anc road arsz will be contourad

to macch the existing cerrazin. Teop scil will be sprezd to the extent
possible and revegstation will be carried out azccording te tne BLM
specificacicens.

\
Shculd the well b2 z producsr the praviously neocad procadures wiil
22plv to those areas which are net raguired fer production facilicias.




SURFACE USE PLAN

REEF EXPLORATION, L. P.
FEDERAL "1" #4
UNIT "cC" SECTION 1
T23S-R31E EDDY CO. NM

11. OTHER GENERAL INFORMATION:

A,

Topography comnsists of low lying sand dunes with a low relied f dip to
the Westerly direction. Soil is tan sand with vegetation consisting of
mesquite, snake weed, and native grasses.

. The surface and the minerals are owned by The U.S Department ot Interior,

and is administered by The Bureau of Land Management.

. A block archaeological survey has been done on the areaz that will be

impacted by this project.

There are no dwellings within two miles of this location.

. Flowlines and powerlines will be constructed along existing roads and

roads that will be constructed in conjunction with the drilling of these
wells.
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CERTIFICATION

I HEREBY CERTIFY THAT I OR PERSONS UNDER MY SUPERVISION HAVE INSPECTED
THE PROPOSED DRILL SITE AND ACCESS ROAD ROUTES, THAT I AM FAMILIAR WITH
THE CONDITIONS THAT CURRENTLY EXIST, AND THAT THE STATEMENTS MADE IN
THIS PLAN ARE TO THE BEST OF MY KNOWLEDGE ARE TRUE AND CORRECT, AND
THAT THE WORK ASSOCIATED WITH THE OPERATIONS PROPOSED HEREIN WILL BE
PERFORMED BY ! Qeef ExPievalon , P, ITS CONTRACTORS ORITS SUB-
CONTRACTORS IS IN THE CONFORMITY WITH THIS PLAN AND THE TERMS AND THE
CONDITIONS UNDER WHICH IT IS APPROVED. THIS STATEMENT IS SUBJECT TO THE
PROVISIONS OF U.S.C. 1001 FOR THE FILING OF A FALSE STATEMENT.

OPERATORS REPRESENTIVEVES:

BEFORE CONSTRUCTION DURING & AFTER CONSTRUCTION
JOET. JANICA J. W.MULLOY
TIERRA EXPLORATION, INC. REEF EXPLORATION, L. P.
P.O.BOX 2188 508 WEST WALL STREET
HOBBS, NEW MEXICO 88241 SUITE 700
OFFICE PHONE 505-391-8503 MIDLAND, TEXAS 79701-5028
CELL PHONE 505-390-1598 OFFICE PHONE 432-687-0323

NAME; JOE T. JANICA Q@é W

DATE; 07/11/07

TITLE;_AGENT




SENM-S-22

PRAIRIE CHICKENS

No surface use is allowed during the following time periods; unless otherwise specified, this
stipulation does not apply to operation and maintenance of production facilities.

On the lands described below:

T.23S.,,R.31E.
Section 01: ALL

For the purpose of: Protecting Prairie Chickens:

Drilling for oil and gas, and 3-D geophysical exploration operations will not be allowed in Lesser
Prairie Chicken Habitat during the period of March 15 through June 15, each year. During that
period, other activities that produce noise or involve human activity, such as the maintenance of
oil and gas facilities, geophysical exploration other than 3-D operations, and pipeline, road, and
well pad construction, will be allowed except between 3:00 a.m. and 9:00 a.m. The 3:00 a.m.
and 9:00 a.m. restriction will not apply to normal, around-the-clock operations, such as venting,
flaring, or pumping, which do not require a human presence during the period. Additionally, no
new drilling will be allowed within up to 200 meters of leks know at the time of permitting.
Normal vehicle use on existing roads will not be restricted. Exhaust noise from pump jack
engines must be muffled or otherwise controlled so as not to exceed 75 db measured at 30 feet
from the source of the noise.

Bureau of Land Management SENM-S-22
Carlsbad Field Office December 1997
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CONDITIONS OF APPROVAL - DRILLING

Operator's Name: Reef Exploration, LP

Well Name & No. Federal 1 #4

Location: 660°’FNL, 1980’ FWL, SEC1, T23S, R31E, Eddy County, NM
Lease: NM-22080

---------------------------------------------------------------------------------------------------------------------------------------------------------------------

I. DRILLING OPERATIONS REQUIREMENTS:

A. The Bureau of Land Management (BLM) is to be notified a minimum of 4 hours in advance for a
representative to witness:
1. Spudding well
2. Setting and/or Cementing of all casing strings
3. BOPE tests

o Eddy County call the Carlsbad Field Office, 620 East Greene St., Carlsbad, NM 88220,
(505) 361-2822

B. A Hydrogen Sulfide (H2S) Drilling Plan 1s N/A.

C. Unless the production casing has been run and cemented or the well has been properly plugged, the
drilling rig shall not be removed from over the hole without prior approval.

D. If floor controls are required, (3M or Greater) controls will be on the rig floor, unobstructed,
readily accessible to the driller and will be operational at all times during drilling and/or
completion activities. Rig floor is defined as the area immediately around the rotary table; the area
immediately above the substructure on which the draw works are located, this does not include the
dog house or stairway area.

II. CASING:
A. The 13.375 inch surface casing shall be set at 860 feet and cemented to the surface.

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

2. Wait on cement (WOC) time for a primary cement job will be a minimum of 18 hours for a
water basin, 24 hours in the potash area, or S00 pounds compression strength, whichever is
greater. (This is to include the lead cement)

3. Wait on cement (WOC) time for a remedial job will be a minimum of 4 hours after bringing
cement to surface or 500 pounds compression strength, whichever is greater.

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

B. The minimum required fill of cement behind the 8.625 inch intermediate casing is circulating
cement to the surface. If cement does not circulate see A.1 thru 4.
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C. The minimum required fill of cement behind the 5.5 _inch production casing is circulating cement
to 300 feet above the shoe of the 8.625 inch_ intermediate casing.

D. If hardband dnll pipe 1s rotated inside casing; returns will be monitored for metal. If metal is found in
samples, drill pipe will be pulled and rubber protectors which have a larger diameter than the tool I
joints of the drill pipe will be installed prior to continuing drilling operations.

III. PRESSURE CONTROL.:

A. All blowout preventer (BOP) and related equipment (BOPE) shall comply with well control
requirements as described in Onshore Oil and Gas Order No. 2.

B. The appropriate BLM office shall be notified a minimum of 4 hours in advance for a representative to

witness the tests.
1. The tests shall be done by an independent service company.
2. The results of the test shall be reported to the appropriate BLM office.
3. All tests are required to be recorded on a calibrated test chart. A copy of the BOP/BOPE test chart
and a copy of independent service company test will be submitted to the appropriate BLM office.
4. The BOP/BORPE test shall include a low pressure test from 250 to 300 psi in accordance with API
RP 53, section 17. 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. \

1V. Hazards:

1. Our geologist has indicated that there is potential for lost circulation in the Delaware and Bone Spring.
2. Our geologist has indicated that there is potential for flows in the Salado, Castile, Delaware and Bone

Spring.

Engineering can be reached at 505-706-2779 for variances.

FWright 7/31/07




