L

~ R-111-POTASH ATS —10 - b

Form 3160-3 @@ P V QCD'ARTEE%

FORM APPROVED

OMB No. 1004-0137
(August 2007) UNITED STATES Expires1 J?leOSOl‘T %10
DEPARTMENT OF THE INTERIOR S LemseSerd Mo o iod 9T
BUREAU OF LAND MANAGEMENT s¥ NM-05346757
6. If Indian, All Tribe Ni
APPLICATION FOR PERMIT TO DRILL OR REENTER dian, Allotee or Tribe Name
la. Typeof wark: DRILL - D REENTER 7 If Unit or CA Agreement, Name and No.

v
Ib. Type of Well: ~ [/]oit Weit [] Gas Well []Other

-

l:l Single Zone D Multiple Zone

8. Lease Name and Well No.
FORTY NINER RIDGE UNIT #14 «

2. Name of Operator :
peralor STRATA PRODUCTION COMPANY ( & |7\ )

9. APl Well No.

Ja. Address po pRAWER 1030

3b. Phone No. (include area code)

ROSWELL, NM 88201-1030 575-622-1127

10. Field and Pool, or Exploratory
FORTY NINER RIDGE DELAWARE

26-015~ 339D v
/

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

Atsurface 330 FSL & 2480' FWL
At proposed prod. zone 360" FNL & 1470' FEL

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

SHL SEC. 10, T23S-R30E
BHL SEC. 9, T23S-R30E

14. Distance in miles and direction from nearest town or post office* 12. County or Parish 13. State
~12 MILES EAST OF LOVING, NM EDDY NM .

15. Distance from proposed* 330" 16. No. of acres in lease 17. Spacing Unit dedicated to this well

location to nearest LEASE/ UNIT 280

property or lease line, ft. 600 /3840

{Also tonearest drig. unit line, if any) ‘
18. Distance.from proposed location* 7 19. Proposed Depth o~ 20. BLM/BIA Bond No. on file

to nearest well, drilling, completed, , !

apptied for, on this lease, fi. 12435 7/ lf{ ‘1 \/ B 0OGB-0870

21, Elevations (Show whether DF, KDB, RT, GL, etc.)
GL 3141' v

22. Approximate dat_p work will start*
12/01/2010 .

23. Estimated duration
30 DAYS

24. Attachments

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.

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

Item 20 above).

3. A Surface Use Plan (if the location is on National Forest System Lands, the 5. Operator certification
6. }g‘]]fb'}{ other site specific information and/or plans as may be required by the

SUPO must be filed with the appropriate Forest Service Office).

25. Signature f Name (Printed/Typed) Date
D A . Fimsb S. Moscpy o8 os /10
Title
Usce. Pres. S : ' ,
Approved by (Signature) se/ Linda S.C. Rundell Name (Prmted/.Typed) DatEB ] .' 20"

Title

STATE DIRECTCR

Office

NM STATE OFFICE

Application approval does not warrant or certify that the applicant holds legatorequitable title to those rights inthe subjectlease which would entitle the applicantto

APPROVAL FOR TWO YEARS

conduct operations thereon.
Conditions of approval, if any, are attached.

Title 18 U.S.C. Section 1001 and Title 43 U.S.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 jurisdiction.

{Continued on page 2)
Carlsbad Controlled Water Basin

SEE ATTACHED FOR
CONDITIONS OF APPROVAL

RECEIVED
FEB 28 201

NMOCD ARTESIA

*(Instructions on page 2)

—

APPROVAL SUBJECT TO
GENERAL REQUIREMENTS
AND SPECIAL STIPULATIONS
ATTACHED

N



HOLE PROGNOSIS
FORM 3160-3 APPLICATION FOR PERMIT TO DRILL
STRATA PRODUCTION COMPANY
FORTY NINER RIDGE UNIT #14
330" FSL & 2480' FWL
SECTION 10-23S-30E
EDDY COUNTY, NEW MEXICO

In conjunction with Form 3160-3, Application for Permit to Drill,
Deepen, or Plug Back, Strata Production Company submits the
following items 1in accordance with Onshore 0il and Gas Order
Numbers 1 and 2, and all other applicable federal and state
regulations.

1. Geologic Name of Surface Formation:
Permian
2. Estimated Tops of Geologic Markers:
TVD MD
Rustler Surface Surface
Top of Salt 700" 7007
Base of Salt 3380" 33807
Delaware 3600" 36007
KOP - slant hole 36507 36507
KOP - curve 7150 7300
EQC 7419" 7790'
TD 7339" 124357
3. Estimated Depths of Anticipated Fresh Water, 0il or Gas:
Surface 150" Fresh Water
Delaware 3600' - TD 0il or Gas

No other formations are expected to produce 0il, gas or fresh
water in measurable guantities. The surface fresh water sands
will be protected by setting 13 3/8" casing at ~500' and
circulating cement back to surface. Potash will be protected
by setting 9 5/8” casing at ~3600’ and circulating cement back
to surface. The Delaware pay intervals will be isolated by
setting 7” casing at the EOC at ~77390’ and cementing back to
surface in two stages. A 6 1/8” lateral hole will be drilled
to TD and 4 1/2" production casing with hydraulic set packers
will be run for the completion. The top of the 4 1/2" liner
will be set ~100’ above the KOP of the curve.



Hole Prognosis
Forty Niner Ridge Unit #14

Page 2
4. Casing & Cementing Programs: f@
See
Hole Size Depth D Csg Weight,Grade,Collars,New/Used
17 172" 227 g% 13 3/8" 48%, H-40, STC, New
12 1/4” 3600" 9 5/8" 404, J-55, 8STC, New
8 3/4" 7790" 7 " 26#, HCP-110, LTC/BTC, New
6 1/8” o = al 4 1/2” 11.6#, HCP-110, BTC, New

/2468

Minimum Casing Design Factors: Collapse 1.125, Burst 1.0, Joint Strength 1.8

Cementing Program: ' é;@ébéiZDz%

Surface Casing: 13 3/8" casing will be set at ~580
and cemented with ~250 sx lead of Cl
“C”, 12.9 density, 1.97 yield, 10.88
gal/sk H20. ~200 sx tail, 14.8
density, 1.33 _yield, 6.36 gal/sk
H20. Cement in sufficient gquantities
to circulate to surface will be
utilized”

Intermediate Casing: 9 5/8" casing will be set at ~3600'
and cemented with ~790 sx lead of
35/65 C1 “C” Blend, 12.6 density,
2.06 yield, 11.56 gal/sk H20. ~200
sx tail of Cl1 “C”, 14.8 density,
1.33 yield, 6.35 gal/sk H20. Cement

in sufficient quantities to
circulate to surface will |Dbe
utilized. -

Intermediate Casing: 7” casing will be set through the

curve at ~7790’ and cemented in two
stages with the DV_ tool set at

5 e ~4500’. ~450 sx lead of 50/50 Poz/H
s m———) . .

Blend, 11.8 density, 2.56 vyield,

14.9 gal/sk H20. ~400 sx tail of

0 PVL, 13.0 density, 1.4 yield, 7.23

gal/sk H20. Cement 1In sufficient

quantities to circulate to surface
will be utilized.

Production Casing: No cement. 4 1/2” casing will be run
open hole to TD with hydraulic set
packers. Top of the 4 1/2” will be
at approximately 72007 .



Hole Prognosis
Foxty Niner Ridge Unit #14
Page 3 ‘

5. Minimum Specifications for Pressure Control:

The blowout preventer equipment (BOP) shown in Exhibit "A"
will consist of a double ram-type (3000 psi WP) preventer and
a bag-type (hydril) preventer (3000 psi WP).  Both units will
be hydraulically operated and the ram-type preventer will be
equipped with blind rams on top and 4 1/2" drill pipe rams on
¢  bottom. Both BOP's will be nippled up on the 13 3/8" surface
(:lz%klcasing and used continuously until TD is reached. -AIZ—B&ETs

3 | . + PN | o e WA WA Mg | ) I =y
-k S-S5SO EC}”"{“”‘Q“‘*’ Witi—pe—teSte—To Ut P S e e TS e —

Before drilling out of
intermediate casing, the ram-type BOP and accessory equipment
will be tested to 3000 psi and the hydril to 70% of rated
working pressure (2100 psi).

Pipe rams will be operationally checked each 24 hour period.
Blind rams will be operationally checked on each trip out of
the hole. These checks will be noted on the daily tour
sheets. A 2" kill line and 3" choke line will be included 1in
the drilling spool located below the ram-type BOP. Other
accessories to the BOP equipment will include a kelly cock and
floor safety wvalve (inside BOP) and choke lines and choke
manifold with 3000 psi WP rating.

6. Proposed Mud System:

Depth ,  Type MW FV PV YP FL Ph

FW/Native  8.4-8.7 28-32 4-8 4-6 NC 9-9.5
70’ -3600" Brine Wtr  9.7-10  28-30 NA NA NC 9.5-10

o
Zj? 3600'-7800'Cut Brine/ 8.8-9 28-30" NA NA NC 9.5-10
: Gel Sweeps : '

7800’ -TD  Cut Brine/. 9-9.5 34-38 12-16 4-8 8  9.5-10
Poly-Starch

Sufficient mud materials to maintain mud properties and meet
minimum lost circulation and weight increase requirements will
be kept at the wellsite at all times..
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Hole Prognosis
Forty Niner Ridge Unit #14
Page 4

60*

s

10.

Auxiliary Well Control and Monitoring Equipment:

A. A kelly cock will be kept in the drill string at all

times.
B. A full opening drill pipe stabbing valve (inside BOP)
with proper drill pipe connections will be on the rig

floor at all times.

Testing, Logging and Coring Program:

Two (2) man Mudlogging unit from top of Delaware to TD DLL-
MSFL, CNL-Density, Gamma Ray, Caliper.

Mudlogging unit will be employed from approximately 3600' (Top
of Delaware) to TD. The Dual Laterolog will be run from TD
back to the 1intermediate casing and the Compensated
Neutron/Density and Gamma Ray logs will be run from TD back to
surface. In some cases, Strata elects to run rotary sidewall
cores from selected intervals dependent upon logging results.

RAbnormal Conditions, Pressures, Temperatures and Potential
Hazards: ‘

No abnormal pressures or temperatures are anticipated.

Loss of circulation is possible in the Delaware section of the
hole, however, no major loss circulation zones have been
reported in offsetting wells.

Strata has drilled and completed eighteen (18) wells in the
immediate area. To date, Hydrogen Sulfide has not been
encountered. However, if Hydrogen Sulfide is encountered, a
Hydrogen Sulfide alarm on the drilling rig would be activated.
All personnel have had Hydrogen Sulfide training and
appropriate breathing apparatus 1is located on site. 1If
necessary, the well can be shut in utilizing the blow out pre-
venter and other equipment to prevent the migration of
Hydrogen Sulfide to the surface.

Anticipated Starting Date and Duration of Operations:

Work will not begin until approval has been received from the
BLM. The anticipated spud date is December 1, 2010. Once
commenced, the drilling operation should  be finished
inapproximately 30 days. If the well is productive, an
additional 15 days will be required for completion and testing
before a decision is made to install permanent facilities.
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EXHIBIT "E"
Forty Niner Ridge Unit #9, #13, & #14

Pad Dimensions are Approximate Scale

Additional wells are planned to be drilled from this drilling island so pad
~reclamation will not take place until alt drilling is completed.
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TELEPHONE (575) 622-1127
FACSIMILE (575) 623-3533

POST OFFICE DRAWER 1030
ROSWELL, NM 88202-1030

1301 NORTH SYCAMORE AVENUE
ROSWELL, NEW MEXICO 88201
www.stratanm.com

September 27, 2010

Bureau of Land Management
620 E Greene St

Carlsbad, NM 88220-6292

Re: 3162.4 (P0220),NM104965,ATS-10-622
Forty Niner Ridge Unit #14 APD

Gentlemen:
Included below and attached are responses to your concerns in order to complete our APD:

1. BTC will be run through the curve from 7300° - 7790’. LTC will be run from surface to 7300'.
2. Choke Manifold Schematic:

R opersiad
or?d‘:::lzbh choke

; . T X
To pit andior mud/gas
. separstors

3" Nominal \V;

A

- 2 . .
. it 2.

L |E|—‘ l A 1To mud/gas saparator

- rd l..,.I X -_t, ar?dlor

2" Nominal
Remotely operatad
or adjustabla choke

3. Bottom hole pressure should not exceed 3225 psi and bottom hole temperature should not
exceed 135 F.

4. Emergency contact list is attached.

5. Per phone discussion with Debbie McKinney th|s morning we understand the Onsite has been
completed and is satlsfactory

If you have any other questions please do not hesitate tb call.
Regards, , ‘ '
~ Frank Morgan - |
Drilling Superintendent
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EXHIBIT “A”

BLOWOUT PREVENTER EQUIPMENT DESCRIPTION

All equlpment should be at least 3 000 psi WP or hlgher unless otherwise

1.

-2).

3).
4).
5).
6).

specified.
1. Bell nipple
2. Hydril bag type preventer
3. Ram type pressure operated blowout preventer with blind rams.
4. Flanged spool with one 3"and one 2"(minimum) outlet.
5. 2"(minimum) flanged plug or gate valve.
6. 2"x'2"x 2"(minimum) flanged.
7. 3"gate valve.
8. Ram type pressure operated blowout preventer with pipe rams.
g. Flanged type casing head with one side outlet.
10. 2" threaded (or flanged) plug or gate valve. Flanged on 5000# WP,
threaded on 3000# WP or 1less.
11. 3" flanged spacer spool.
12. 3"x 2"x 2"x 2" flanged cross.
13. 2" flanged plug or gate wvalve.
14. 2" flanged adjustable choke.
15. 2" threaded flange.
16. 2" XXH nipple.
17. 2" forged, steel 90° Ell.
18. Cameron (or equal) threaded pressure gauge.
19. Threaded flange.
20. 2" flanged tee.
21. 2" flanged plug or gate valve.
22. 2'1/2" pipe, 300' to pit, anchored.
23. 2 1/2" SE valve.
24. 2 1/2" line to steel pit or separator.
NOTES:

Items 3,4 and 8 may be replaced with double ram type preventerl
with s1de outlets between the rams.

The two valves next tho the stack on the fill and kill line to be

closed unless drill string is being pulled. ,

Kill line is for emergency use only. This connection shall not
"be used for filling.

Replacement pipe rams and bllnd rams shall be on location at all-
" times.

Only type U, LSW and QRC ram type preventers with secondary sealsgj*'-

are acceptable for 5000 psi WP and higher BOP stacks. . :
Type E ram-type BOP's with factory modified side outlets may be
used on 3000 psi or lower WP BOP stacks. _



