ANNUAL
REPORTS



















































































































Chavez, Carl J, EMNRD

From: Chavez, Carl J, EMNRD

Sent: Wednesday, November 18, 2009 7:02 AM

To: ‘Prather, Steve'; 'gandy2 @leaco.net’; ‘'James Millett’; ‘Clay Wilson'; '‘Bob Patterson'; 'David
Pyeatt'; 'garymschubert@aol.com’; 'Gary Schubert’

Cc: Griswold, Jim, EMNRD; VonGonten, Glenn, EMNRD; Sanchez, Daniel J., EMNRD

Subject: UIC Class lll Well Annual Report Schedule for Submittal & Content REMINDER- 2010

Attachments: Annual Reports 2010.xls

Gentlemen:

Good morning. You may recall an e-mail message from me this past Summer alerting you to the reporting provision of
your current discharge permit (permit) and how the New Mexico Qil Conservation Division (OCD) is stepping up its efforts
to track reporting under issued permits.

Please find attached a spreadsheet listing the dates that OCD expects to receive your Annual Reports and/or any ‘
reporting requirements from your permit. If you are an operator with limited reporting requirements based on your permit,
you are welcome to follow the format and content required from more recent permit renewals issued by the OCD, which
are more comprehensive and constitute a report, Any renewed permits will likely require similar content anyway.

Please plan on meeting the Annual Report submittal dates in January of 2010 as failure to submit the report will constitute
a violation under the Federal Underground Injection Control (UIC) Program and reporting to the United States
Environmental Protection Agency, which could result in the shut-in and/or plug and abandonment of your brine production
well.

Please contact me if you have questions. Thank you in advance for your cooperation in this matter.

Carl J. Chavez, CHMM

New Mexico Energy, Minerals & Natural Resources Dept.
Oil Conservation Division, Environmental Bureau

1220 South St. Francis Dr., Santa Fe, New Mexico 87505
Office: (505) 476-3490

Fax: (505) 476-3462

E-mail: CarlJ.Chavez @state.nm.us

Website: http://www.emnrd.state.nm.us/ocd/index.htm
(Pollution Prevention Guidance is under "Publications")

CC: Brine Well File “Annual Reporting”
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ANNUAL BRINE WELL REPORT

BASIC ENERGY SERVICES L.P.
EUNICE BRINE WELL # 001 BW - 002
API # 3002526884

December 15, 2011

DAVID ALVARADO
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Payment of Discharge Plan Discharge
Fees

Basic Energy Services LP has paid all known fees
needed to pursue its Class II Brine well BW-002
Eunice Brine # 001.

Permit Expiration and Renewal

Pursuant to Regulation 20.6.2.3109 NMAC Basic
Energy Services LP permit will expire on January 6,
2014 renewal will be submitted no later than 120
days before expiration date.

Permit terms and Conditions

Pursuant to WQCC Regulation 20.6.2.3104 Basic
Energy Services will ensure that all discharges shall
be consistent with the terms and conditions of the
permit. In addition Basic Energy Services LP will
apply the rules and regulations administered by
OCD pursuant to the Oil and Gas act, NMSA 1978,
section 70-2-38.

Owner / Operator Commitments

Basic Energy Services will abide by all
commitments submitted in the discharge permit any
attachments and subsequent amendments or
condition for approval.

Modifications

On 12/27/10 the Eunice Brine well was pulled and a
scraper run was conducted to a depth of 1460 ft.
12/28/2011 Gray Wire Line Co. rigged up over the
hole and a casing inspection log was run and
recorded copies were taken to the Hobbs OCD for
review. It was found that the casing shoe was at
1,454 ft. at ground level also a Cement Bond Log
was conducted and also taken with the casing
inspection log to Hobbs OCD Office for review. A
packer was set at a depth of 1,440 ft. and the
annulus was pressured to 460 PSI it had leaked 60
pounds in 45 minutes. Pump truck then placed his
hook up onto the tubing and a formation MIT test
started on the formation on 1/3/11 a MIT was run
for four hours and passed it was witnessed by OCD
Mark Whitaker. After bleeding down the well back
to the stock tanks Basic Energy Services LP
proceeded with an RBP and a pacer to determine

the leakage and found a hole 30 foot from surface.
Under OCD’s direction and advice, the casing was
excavated down to the bad pipe and was replaced,
tested and covered back. Where a MIT on casing
proceeded and passed please see C-103
Subsequence Report for further detail on all that
was performed on this well. Eunice Brine was
placed back into production on 1/19/11.

Waste Disposal and Storage

The Eunice Brine # 001 has had zero wastes that
needed to be hauled to CRI from January 2011 to
December 15, 2011 the date this report is being
made. If needed of this type of disposal is needed to
the end of the year Basic Energy Services LP will
give notice and detail of any operations to NM
OCD.

Drum Storage

All drums that might be needed at the Eunice Brine
# 001 will be contained with an impermeable
containment. All drums that might be stored will
contain their bungs and will be placed on a
horizontal plane in an impermeable containment.

Process, Maintenance and Yard Areas

The discharge lines or load lines at the Eunice Brine
Station do not have loading pads with curbs. Each
load line has a windowed cut plastic barrel
incorporated into the deign surrounding the load
line valve. This method has proven well in
containing the dripping of any brine water once the
valve is closed and hose disconnected. Each truck
loading before departure drops their hose into the
bottom of the barrel and vacuums or sucks out any
fluids.



Above Ground Tanks

Basic Energy Services LP has a twenty mill plastic
liner underneath the tanks and it over laps the berm
that surrounds the tanks and berm area. The berm
area was constructed to hold one and a half times
the amount of the total volume. The fresh water
tank also is contained with a 20 mill plastic that was
constructed and lays over a berm capable of holding
one and half times the amount of total volume.

Labeling

All tanks are marked with black stenciled paint
wording to their contents BRINE WATER, FRESH
WATER.

Below — Grade Tanks / Sumps and Pits /
Ponds

The Eunice Brine # 001 Station does not have any
below grade tanks, sumps, pits or ponds. No
modifications needs to be reported at this time and
is not applicable. Location and battery is rendered
nonhazardous to wildlife, including migratory birds.
Inspection of the system’s interring connecting
tanks lines have been tested and are in good
standing. Please see attached diagram of
Methodology of Mechanical testing sheet with
copies of charts that Beto Gonzales performed in
the testing of the lines as per request of Jim
Griswold.

Underground Process / Wastewater Lines
The facility’s production line that is connected to
the annulus and leads to the filling of the production
tanks at the Eunice Brine #001 Station was tested
on 11/16/11 and can be seen on char # 4 including
the Methodology chart and facility schematic
diagram. Please see Schematic diagram of the
facility.

Class V Wells
The Eunice Brine # 001 and its facility is only a
Class III and are not applicable to a Class V.

Housekeeping

Daily inspection and visual inspection is done daily
and recorded on a daily log by the lease operator
where it is turned into the office once a month and
recorded and filed. All monthly logs are available at
your request if needed. If any abnormalities occur
the lease operator will notify us immediately and
proper procedures are followed.

Spill Reporting

No discharge or leaks and releases have taken place
from January 2011 to December 15, 2011 date this
report was done that would require action pursuant
to WQCC Regulation 20.5.12.1203 NMAC and
OCD Rule 116 (19.15.3.116 NMAC)

OCD Inspections

No known conditions have been required on the
facility or citations from BLM or OCD. The facility
was visited by Jim Griswold and also Hobbs OCD
earlier this year.

Storm Water

A SPCC plan has been assigned to Tec-Tra-Tech.
and will be working on all of Basic Energy Services
LP Yards and SWD with Brine wells they are
scheduled to be in New Mexico after the 19™ of
December.

Unauthorized Discharge

Basic Energy services LP will abide to the WQCC
standards listed in 20.6.2.3101 NMAC or 20.6.4
NMAC (Water Quality Standards for Interstate and
Interstate Streams) no known streams exist in the
area of the Eunice Brine # 001.

Well work over Operations

On 1/15/11/ Basic Energy Services LP rigged up
over the well bore of the Eunice Brine Well # 001
and brought in a reverse unit where we drilled to a
depth of 1540 ft. this depth was obtained thru the
Dennis W Powers report on November 29, 2010.
His Study of the bore hole showed that the
production should be focused on the interval above
the MB 103 by location the tubing base near the top
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of the MB 109 an appropriate depth selected was 1,
540 feet form ground level. This can be read on
page 6 of his report and study of the Eunice Brine #
001. Detail of work can be read on Subsequence of
work reported on the C-103. Also with this report a
copy of Dennis W Powers report will be sent and
available on request if needed.

Vadose Zone and Water Pollution

Basic Energy Services LP will address and
investigate and report to OCD any discharge
pursuant to WQCC 20.6.2.4000 NMAC and will
remediate, abate and submit subsequent reports.

Additional Site Specific Conditions

Basic Energy Services LP has not received any
additional site specific conditions. It has passed its
MIT testing on Casing and Formation in January
20011 and its annual scheduled testing of formation
in September of 2011 and was witnessed by New
Mexico State Hydrologist Engineer Jim Griswold.

Brine Well Identification, Operation,

Monitoring, Bonding and Reporting
Basic Energy Services LP Identifies the well with a

sign on the location at the facility.
Eunice Brine # 1 (BW-002)
API 33 025 26884

O - Sec. 34 - T21S-R37E

Production Methods of Operations

Fresh water is injected via pump that flows thru an
in line meter registering bbls before it enters the
tubing. The base of the tubing is at a depth of 1,540
feet where it is located between MB 103 and
MB109. Flow is registered down stream thru a bbl
meter before entering the stock tanks. Both meters
are read daily and recorded on a production sheet
that is turned in daily and is recorded monthly.
Recorded with the bbls in and out are the run tickets
of sales for that day also recorded on the daily
sheet.

Well pressure limits

The maximum operating pressure of 450 PSI on the
BW-002 has never been reached. The average PSI
operating pressure recorded on a daily operation is
140 to 220 PSI it also is recorded on the lease
operators daily / monthly sheet that is recorded and
is available on requested.

Mechanical Integrity Testing

Passed in January 3, 2011 MIT Casing, Formation
Passed in September 28, 2011 Scheduled and was
witnessed by Jim Griswold.

Testing Schedule

Basic Energy Services will Schedule our next MIT
on Casing and MIT on formation per notice given to
Basic energy services LP form NM State OCD
request.

Production and Injection volumes
Production Volumes recorded in bbls in 2011 form
January 3, 2011 to December 15, 2011 totaled
127,633 bbls of Brine. Injection volumes recorded
in bbls in 2011 from January 3, 2011 to December
15, 2011 totaled 120,733 bbls of Fresh. In October
the fresh water meter was changed and showed that
the recording of fresh water was off 9%. Please
accept this adjustment of injected water to be closer
to 131,599 bbls of fresh water injected to date of
this report.

Analysis of injection fluid and Brine

Two tests were conducted in 2011 One test
conducted on the fresh water via Eunice City water
line. The other test is the brine collected out of the
well before it traveled to the stock tanks. Cardinal
out of Hobbs tested the fluids. Please see attached
analysis with this report.

Area of Review (AOR)

To date no new wells have been drilled in a %4 mile
radius of the Eunice Brine Well BW — 002 or any
other device that penetrates or may penetrate the
injection zone.
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Loss of Mechanical Integrity

Basis Energy Services LP found the integrity of the
casing to be compromised 30 feet from surface.
Where the casing was excavated and the casing cut
and re fitted with new casing. Excavation was
covered up and OCD was notified were a MIT was
performed and passed. Please see Subsequence C-
103 report and recorded chart.

Deviations from Normal Production
Methods

There were no deviations that took place in 2011.
Weather so far has held its best with only two freeze
ups that required heat tape and more insulation on
fresh water lines.

Cavity / Subsidence Information

On request from NM OCD Basic Energy Services
LP will conduct sonar to establish a true picture of
the cavity between MB 103 and MB 109.

Transfer of Discharge Permit

Pursuant to WQCC 20.6.2.5101.H Basic Energy
Services LP will provide written notice of any
transfer of the permit. Both parties will sign the
notice 30 days to any transfer of ownership, control
or possession of the facility with approved
discharge permit. The purchaser shall include a
written commitment to comply with the terms and
conditions of the previously approved discharge
permit.

Closure

Basic Energy Services LP will notify OCD when
operations of the facility are to be discontinued for a
period of six months and will submit a completed
C-103 form for plugging and abandonment. Closure
and waste disposal shall be in accordance with the
statutes, rules and regulations in effect at the time of
closure.

Bonding or Financial Assurance

Please call 432.620.5500 Lyn Sockwell for
information concerning Basic Energy Services LP
Bond or any questions related to the bonding.

Annual Reporting

A cover Sheet has been prepared and displayed in
the front. It contains the Basic Energy Services LP
as the Operator, the BW-002 as the permit # and
API 3 3002526884 for the well in formation file.

David H. Alvarado reporting this report to OCD on
December 15, 2011



Summery of Brine Well BW-002 2011

Eunice Brine well has made a great well so far with a production rate of 110 bbls per hour and producing 10 to
10.2 pounds per gal. Dennis W Powers Report on the well was on target many thanks to every ones efforts to
keep the well alive and well. Special thanks for the support form Jim Griswold in Santa Fe and Hobbs OCD
allowing Basic Energy Services the opportunity to bring in to compliance and we commit to keeping it
accordingly. With the demand of Brine increasing with the activity in South Eastern New Mexico Brine is now
a commodity and needs to be increased in price per bbl as a premium resource. Basic Energy Services looks
forward into 2012 production of brine.

Certification
Basic Energy services LP (Owner / Operator) by the Officer, whose signature appears, below, accepts this
permit and agrees to comply with all submitted commitments, including these terms and conditions contained
here. Basic Energy Services LP further acknowledges that the OCD may, for good cause shown, as necessary to
protect fresh water, public health, Safety and the environment, change the conditions and requirements of this
permit administratively.

Conditions Accepted By:

“I certify under penalty of law that I have personally examined and am familiar with the information submitted
in this document and all attachments and that, based on my information those individuals immediately
responsible for obtaining the information, I believe that the information in true accurate and complete. [ am
aware that there are significant penalties for submitting false information including the possibility of fine and
imprisonment.”

Basic Energy Services LP

Company Name — Print name Above

David H. Alvarado

Company Representative — print name

DD o

Company Representative Signature

Title: New Mexico Fluid Sales Manager

Date : 12/15/2011



















Eunice Brine Well # 001 BW - 002

Methodology of Mechanical Testing Surface Lines

Date Tested Line Name or Number Method of Testing Type of Line Size of Line API PSI Rating  Tested To
11/16/2011]Line 1 F/W Supply in Air compressor 2" Poly 2" 200 # 143 #
11/16/2011{Line 3 Discharge to well Hot Oiler water 2" Steel Std. Pipe 2" 1000 # 380 #
11/16/2011]Line 4 Discharge from annulus Air compressor 3" Poly 3" 200 # 125#
11/16/2011|Line 5 Equalizing line tanks Air compressor 6" Poly 6" 200 # 125#
11/16/2011|Line 6,7,9 Load lines Air compressor 4" Poly 4" 200 # 135#

Beto Gonzales reported that he wili need to find a way other than a air compressor to test the lines.

His attempt with the Hot oiler hit extreme pressures instantly on the steel line and was very concerned at attempting to pressure up the poly lines.

Please accept his efforts to test the lines. The thirty minute charts that were run at the pressures recorded are over the hydrostatic pressures and

line pump pressures also the fresh water line pressures for the city of Eunice. He is working on a hand held positive displacement pump for next year.
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BASIC ENERGY SERVICES

EUNICE WELL # 1 BRINE STATION BWs - 002 EUNICE NEW MEXICO

S i A AR

Metered Metered 9% Sold As per billing
13011 Brine BBLS  Fresh H20 F/W understated 2010 Brine BBLS Fresh H20 2009 BBLS 2008 BBLS
DEC 2,803 2,759 DEC DEC 4320 DEC 23963
NOV 10,104 11,154 NOV NOV 9316 NOV 24316
OoCT 20,383 22,827 OCT oCcT 9872 ocT 29282
SEP 18,479 14,930 SEP Shut in Shutin SEP 13203 SEP 5600
AUG 8,446 8305 AUG Shut in Shutin AUG 5575 AUG DOWN
JUL 12,591 10,514 JUL 1790 JUL 10143 JUL DOWN
JUN 12,124 11,344 JUN 5740 JUN 10840 JUN DOWN
MAY 12,984 11,997 MAY 18508 4390 MAY 3308 MAY 721
APR 10,067 9,153 APR 10840 3801 APR 13180 APR 2215
MAR 6,431 5,763 MAR 9111 3856 MAR 7735 MAR DOWN
FEB 11,501 10,247 FEB 8546 5328 FEB 10055 FEB 5986
JAN 1,740 1,740 JAN 25225 11262 JAN 2923 JAN 10032
127,633 120,733 10,866 bbis 42882 100470 102115
2007 BBLS 2006 BBLS
DEC 2600 DEC 16465
NOV 1080 NOV 5550
OCT 30 OoCT 3580
SEP 1908 SEP 5490
AUG 12664 AUG 9590
JUL 15430 JUL NO RECORD
JUN 15278 JUN NO RECORD
MAY 11365 MAY NO RECORD
APR 10968 APR NO RECORD
MAR 4276 MAR NO RECORD
FEB 9341 FEB NO RECORD
JAN 23133 JAN NO RECORD
108073 40675

A. MAXIMUM AND AVARAGE INJECTION PSI

140 avarage - 220 Maximum PS!



Submit 1 Copy To Appropriate District State of New Mexico Form C-103

Offi .
Dis::::tl Energy, Minerals and Natural Resources October 13, 2009
1625 N. French Dr., Hobbs, NM 88240 WELL API NO.
District II 3002526884
1301 W. Grand Ave., Artesia, NM 88210 OIL CONSERVATION DIVISION 5. Indicate Type of Lease
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 Eunice No # 001 BW - 002
PROPOSALS.)
1. Type of Well: Oil Well [] Gas Well [] Other Brine :}'1 Well Number
2. Name of Operator 9. OGRID Number
BASIC Energy Services
3. Address of Operator 10. Pool name or Wildcat
P.O. Box 10460 Midland Tx. 79702 Salado
4. Well Location

Unit Letter _ Q  : 630 feet from the South line and 2427 feet from the _East __ line

Section 34 Township 218 Range 37E NMPM County Lea

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

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  xxxxx ALTERING CASING []
TEMPORARILY ABANDON [] CHANGE PLANS O COMMENCE DRILLING OPNS.[] PANDA O
PULLORALTERCASING [J MULTIPLE COMPL O CASING/CEMENT JOB O
DOWNHOLE COMMINGLE [
OTHER: 1 OTHER: 0]

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 19.15.7.14 NMAC. For Multiple Completions: Attach wellbore diagram of

proposed completion or recompletion.

12/27/2010 Rig up WS unit ND well head NU BOP & Enviro. Pan, POH with Tbg. Tallied stands @ 1553.16 fi. lay down last three
joints(bent), RU 7” Scraper and 6 1/8 bit run to 1460 ft, POH with B/S SDFN

12/28/2010 RU Gray wire line RIH with Csg. inspection caliper tool showed shoe to be at 1454 ft. GL. ROH with tool. RIH with
tool for CBL formation tool and logged. Took copies to Hobbs OCD for review. RIH with 7 Arrow st Pkr. set @ 1440 ft. PSion
Csg. to 460 leaked off 60 psi in 45 min NU to Tbg. and started pumping brine for formation MIT. SDFN

Please see page 2 for continued report.

Spud Date: Rig Release Date:

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

/e 20!
SIGNATURE : TITLE_SENM Fluid Sales MGR. _DATE_-isiie®

Type or print name DAVID ALVARADO E-mail address: david.alvarado @basicenergyservices.com PHONE: 575.746 2072
For State Use Only

APPROVED BY: TITLE DATE
Conditions of Approval (if any):




Page 2
Continued Subsequence C-103 Eunice Brine # 1 BW-002

12/29/ 2010 Continued pumping Brine for 24 hours 12/30/10 total of 3378 bbls were pumped well
holding 320 PSI SD till Monday.

1/3/11 Ran MIT chart on well for over 4 hours showed no loss, Bleed back well to tanks recovered
2500 bbls back in 24 hours. Hobbs OCD was on location at start. Released PSI flowing back to stock
tanks

1/4/2011 Continue bleeding well down to 10 PSI RU Kill truck tried to PSI on Csg, to 675 PSI shows
slow leak released packer tested out of hole. .SDFN

1/5/2011 RIH with 7” RBP and 7~ AD-1 tension packer Set RBP@1440 ft. tested out of hole found
leak to be above 30 ft from surface notified OCD about the find. Will make arrangements to excavate
and replace bad Csg. under OCD guidance. Called Phoenix Environmental for track hoe. Will not
have one available till Friday the 7™ if Permit is approved from TX to NM State line. SDFN

1/6/11 TIH with tbg. TOH with tbg laying down, ND Enviro pan and BOP Landed 10° sub in well
head and NU well head. RD service unit and moved out of way. Call One Notified on upcoming
excavation. SDFN

1/8/11 Excavation down to 15 feet from surface was completed for this day.
1/9/11 Excavation down to 22 feet from surface was completed.

1/10/11 Notified OCD Hobbs of replacement of 7” casing with 7" 24# Hobbs OCD came out to
location. Welder made cut off and dressed casing and welded new 7” slip on collar double wrapped
casing with black pipe line tape to surface tested casing to 350 psi held for one hour good.
Released PSI covered back excavation and re packed pad. SDFN

1/13/11 RU PU w/ four matting boards TIH w/ on and off tool head released RBP @ 1440 fi. TOH
with RBP. SDFN

1/14/11 TIH with tbg. tag solid at 1470 work pipe for one hour. TOH with Tbg. closed BOP call for
Reverse unit package and 6 1/8 bit with 4 collars.

1/15/11 RU Reverse unit package TTH with 6 1/8 bit 4 collars to 1470 broke circulation and started
drilling to 1503 signs of rotted pipe metal on return POH with 4 stands SDFN

1/16/11 TIH to 1503 and drilled to 1540 ft. still cutting on old junk in hole TOH with 4 stands SDFN

1/17/11 TIH with 4 stands and tagged once more @ 1477ft TOH with Bit and TIH with 4 % Bit
welded to 2 7/8 collar tag at 1477 drilled down to 1498 TOH with 4 stands SDFN.

1/18/11 TIH with 4 stands to 1498 fi. drilled to 1540 ft. ND swivel placed TIW valve on tbg. closed
BOP start back flow to stock tanks over night. SDFN Notified OCD Via E-mail.

1/19/11 ND BOP landed tubing added two 10” subs to be at 1540 ft. per tally. Cleaned location ready
for production.

Signatufe Date /=0 —7




UnitO 630 ft South 2427 ft FEL Sec.34 - T21S - R 37 E API # 30-025-26884 Lea County NM

8 3/4 " Hole

1/10/11 replaced 22 ft 7" csg /

replaced with 7" 24 PPF

double wrapped with black pipe tape
|used slip on collar and welled in place.

20# 700 skx surf.

per old records

2 7/8 tbg. J-55
8 5/8 X 7" Model type Larkin R head (900)

Top of salt
@ 1320

!
l
|
!
|
|
|
|
!
|
|
|
!
!
|
|
i
|
|
I
I
i
|
|
1
|
1
|
]
|
l
|
|
I
1
|
|
!
|
|
'

S Csg. Shoe
@ 1454 ft.

0-4ft. Dirt
4-26ft. Cliché
26 - 800 ft. Red bed
800 - 668 ft. Shell ,Anhydrite
1320 ft. Top Salt

Per December 28, 2010 by Casing inspection log

KB GL

Landed tubing for production between MB 103 and MB109
27/8 J 55 tbg. @ 1540 ' per 1/18/11 tally

TD 1800 #
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Submit 1 Copy To Appropriate District State of New Mexico Form C-103

Offi S .
Dis;:ii” Energy, Minerals and Natural Resources @ ff ) l ) \% October 13, 2009
1625 N. French Dr., Hobbs, NM 88240 TWETL 0" )
District Il 3002526884 “'
1301 W. Grand Ave., Artesia, NM 88210 OIL CONSERVATION DIVISION 5. Indicate Type of Lease
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.) Eunice No # 001 BW - 002
1. Type of Well: Oil Well []  Gas Well [] Other Brine ; | Well Number
2. Name of Operator 9. OGRID Number
BASIC Energy Services
3. Address of Operator 10. Pool name or Wildcat
P.O. Box 10460 Midland Tx. 79702 Salado

4. Well Location
Unit Letter __O__: 630 _feet from the South line and _ 2427 feet fromthe East  line

Section 34 Township 218 Range 37 E NMPM County Lea

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

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

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

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 19.15.7.14 NMAC. For Multiple Completions: Attach wellbore diagram of

proposed completion or recompletion.

9/27/11 Close well in, hook up pressure truck pump needed amount of 10# brine to load formation not exceeding 400# psi.
9/28/11 Hook up pressure truck to annulus load formation to OCD required PSI and shut wait for OCD to witness at 10:00 am start
recording formation psi with calibrated chart recorder for required time per regulations of requirement.

Spud Date: Rig Release Date:

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

SIGNATURE ; )_A“,: ;32;{/4 TITLE_SENM Fluid Sales MGR. DATE_9/21/2011

Type or print name DAVID ALVARADO E-mail address: david.alvarado @basicenergyservices.com PHONE: 575.746 2072
For State Use Only

APPROVED BY: TITLE DATE
Conditions of Approval (if any):
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Basic Energy Brine Well — Eunice, NM

General Information

Basic Energy Services Eunice Brine Well #001]
(API# 30-025-26884) is located 630 ft fsl, 2427
ft fel of section 34, T21S, R37E, in Lea County,
NM (Figure 1). This well is being considered
for plugging and abandonment (P&A), and this
report summarizes background data on the well,
estimated geological conditions at the site and
surroundings, and proposes a plan for P&A or
restoring the well to service.

Geology

Five formations in the vicinity of the Eunice
well have been identified and marked on a log
cross-section (Figure 2) that crosses the Eunice
well location. Near-surface formations of the
Dockum Group and the Ogallala are not shown
here.

Permian Yates Formation

The Yates is the deepest formation identified
here, with upper contact estimated to be
approximately as used commonly by industry.
The Yates has historically been an enormous
producer in the area, and a large proportion

of older wells drilled in the area targeted this
formation.

Permian Tansill Formation

The Tansill (and Yates) are backreef lagoon and
related deposits that are coeval with the upper
Capitan reef fringing the Delaware Basin. The
Tansill is mainly carbonate and sulfate. It is
continuous over large areas, as is the Yates. In
this location, it is about 130 ft thick.

Permian Salado Formation

The Salado is the prinicpal salt-bearing unit
in the backreef areas. [The Castile Formation

underlies the Salado in the Delaware Basin and

overlies formations equivalent in age to the

Tansill. The Castile is restricted by definition

to the Delaware Basin.] The Salado is 1010 ft

thick in#37322 and 985 ft thick in 38333. There

is a slight trend to thin from west to east. The

Salado is estimated to be ~1000 ft thick at the

position of the brine well.

The Salado is characterized generally by a high
proportion of halite (~85%) and sulfate (~15%)
beds. A mineral analysis would be a little
different, accounting forthe minor compositions.
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Figure 1. Location map of five wells in the vicinity of the Eunice brine well (API # 26884) used
in a cross-section (Figure 2). Wells show shortened API # (30-025-xxxxx).
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The formation is organized in depositional cycles
that are a few feet thick and show characteristics
of desiccating-upward environments (Holt and
Powers, 1990). The typical cycle is caused by
initial flooding of the basin that deposits sulfate
(anhydrite or gypsum). As time passes, the
brine becomes more concentrated and halite is
deposited. Eventually the basin dries up more
frequently between flooding events, followed
by a salt pan with infrequent flooding or rainfall
and a brine table below the surface. The cycle
ends with a new major flooding period and a
new cycle begins.

A characteristic of the Salado is that some of
the sulfate beds are thicker because of longer
flooding by less evaporated brines. Within the
Delaware Basin, 45 of these, mainly those
with greatest thickness and lateral continuity)
have been numbered from 144 (lowest) to 100
(highest) and are called marker beds (MB).
In addition, there are two named similar beds
(Union and Cowden Anhydrites). Two upper
thicker marker beds in the cross-section (Figure
2) are believed to be equivalent to MB103
(upper) and MB109 (lower). A third MB from
the top of Salado is likely to be MB116, but the
correlation is less certain.

Another important correlation horizon in the
Salado is the Vaca Triste Sandstone Member. In
geophysical logs and geologic descriptions of
boreholes for potash exploration in the Delaware
Basin, this horizon is commonly well described
or interpretable. It is widespread in the Permian
Basin, and it represents a desiccation surface
that was exposed longer than other desiccation
surfaces in the formation. It is commonly more
clay-rich and thicker than other desiccation
surfaces, and it likely has poor tensile strength
although it also can show halite cements.

Halite beds in the Salado at the Eunice well are
rather pure halite, although geophysical logs
indicate some thin interbeds (< 1 ft thick).

Permian Rustler Formation

The Rustler in the Delaware Basin is divided
into five formal members, from base to top:
Los Medafios, Culebra Dolomite, Tamarisk,
Magenta Dolomite, and Forty-niner.

The lithology of Rustler members at Eunice
differs somewhat from the sequence in the center
of the depositional basin to the west (Powers,
2008). The Los Medafios is thinner and shows
some differences from mainly clastic (siltstone,
fine sandstone) beds and some halite to more
halite. The Culebra Dolomite tends to either not
be present or be of different lithology; mainly
halite and some sulfate are present in the normal
stratigraphic position of the dolomite. With this
in mind, the lower Tamarisk may either differ
or be in the place of the Culebra. The Magenta
tends to be thinner than in the Delaware Basin,
and it shows less dolomite (more anhydrite and
halite). The Forty-niner is the standard sulfate-
clastic-sulfate sequence, but thickness differs
from the Delaware Basin. A complete core
through the Rustler east of Eunice provides
good control (Powers, 2008).

In keeping with the eastern Delaware Basin,
the Tamarisk Member includes halite beds. The
top of halite in the Eunice well is estimated to
be 1235 ft below ground level. Approximately
50 ft of relatively pure halite, with two thin
interbeds of sulfate, occur in adjacent wells.
Another sulfate bed at the base of this halite
shows high natural gamma in some logs and
is interpreted as polyhalite (a sulfate mineral,
despite the name). An argillaceous zone about
10 fi thick below the polyhalite likely has halite
cements. Another 25-ft-thick zone below this
is also likely to be halite. The Los Medafios
also appears to include some halite beds and
probably also halite cements (not detectable on
geophysical logs). These are soluble parts of the
Rustler to be considered in understanding the
current well conditions.
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Permo-triassic Dewey Lake Formation

The Dewey Lake is the base of a sequence of
red bed formations ranging from Permian to
Triassic in age. In general, the Dewey Lake
appears to be low in permeability for a clastic
unit. The Dewey Lake is thinned dramatically
over the Central Basin Platform, including the
Eunice area, when compared to the eastern
Delaware Basin west of this location.

The stratigraphy of higher units at the Eunice
location, including Dockum Group and Ogallala
Formation, are not described here.

History and Current Conditions of
Eunice Well

The Eunice brine well abbreviated history here
is compiled from data posted on the NM OCD
web site as well as from information from more
recent company files. There are conflicts that
are yet unresolved (11/29/2010).

Form C-105, dated 12/2/1980, reports the
following: the well was spudded on 7/1/1980,
reached T.D. (1816 ft) on 7/7/1980, was
completed 7/17/1980, and began production
7/21/1980. Casing (7 inches, 23#) is reported to
1200 ft in a drillhole with diameter 8.75 inches.

The Job Summary by Halliburton for work
performed 7/3/1980 on the Eunice well shows
7-inch diameter casing was cemented to
1331 ft.

Form C-103 dated 7/17/1980 re-iterates that
7-inch diameter casing was run to 1200 ft and
cemented. That Form C-103 also shows the
hole was drilled to 1816 ft with a 6.25-inch bit.
Tubing was stated to have been run to 1700 ft.

Form C-103 dated 6/4/1993 reports remedial
work on the Eunice well. Existing pipe totalling

1422 ft length was pulled from the hole, 40
joints of new tubing were run into the hole and
the well was put back into production. The date
of the work is unspecified.

Form C-103 dated 6/9/1993 reports work on the
Eunice well on 6/7-8/1993. Tubing removed
from the well tallied 1450 ft. A bit was put
on (presumably to the same tubing) and they
tripped back into the hole. Drilling proceeded
for 29 ft (from unspecified depth, probably
1450 ft) before encountering “old pipe left in
hole.” On June 8, the hole was re-entered with a
2 ft 45° sub, but the assembly could not get back
to the previous bottom of hole. After tripping
out of the hole, a seating nipple and 3.875-inch
bit were put on the tubing. The hole was drilled
to 1546 ft, the seating nipple and bit were left on
the end of the tubing, and the well was put back
into production.

Several casing integrity (MIT) tests have
been conducted since the well was put into
production. These have all shown successful
tests. A formation pressure test was also
conducted in 2008, with a wellhead pressure of
300 psi. It showed no loss of pressure over the
period of the test.

A sonar survey was conducted on the Eunice
well 2/4/2009. Form C-103 dated 2/20/2009
provides details that indicate the well was
entered first with 3.5-inch tubing and bit to TD
(not specified in feet). The sonar tool “would not
go to bottom.” The hole was re-entered with 4.5-
inch casing and bit. One joint and the bit twisted
off “almost to bottom” (depth not specified).
Subsequently the hole was re-entered with 4.5-
inch hydrill tubing and a bit and “drilled to TD”
(depth unspecified). The bit was shot off and the
sonar tool was run in the hole. Following the
completed sonar, 2.875-inch tubing was “run
back in to TD” (depth not specified) and the
well was put back into production.
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Figure 2. Geophysical log cross-section from west (left) to east (right) across the location of the
Eunice well (#26884). The log of 25479 is a natural gamma - acoustic log combination through
the important intervals that is very useful for interpretation of the lithologies. Other logs are
mainly natural gamma - neutron, with helpful caliper logs. A tabloid-size version is attached to
the end of this report. End logs are part of a regional cross-section (Holt and Powers, 2010).

The annual brine well report, dated 4/22/2010,
for the Eunice well provides an undated
configuration diagram showing the casing shoe
at 1440 ft and 2.875-inch tubing to 1718 ft.

Discussion

The first point of discussion is that the sonar
survey results indicate relatively small cavern
development and diameter (of the upper
cavern) that is <0.10 the depth (~100/1470).
This is several times smaller than the empirical
relationship developed by Karimi-Jafari et al.
(2008) that indicates cratering or sudden failure
does not occur when this ratio is less than 0.67.

The lower cavern has a smaller diameter (~40 ft)
and lower ratio. From this information, it would
appear that the Eunice caverns are well below
the danger zone.

A second point of discussion is that the cavern
volume determined by the sonar survey in
2009 is far less than the apparent volume that
would be required to produce the reported
brine production from this well. There are three
obvious possible explanations of this disparity.
The first possibility is that the sonar survey,
while it looks appropriate, is incorrect or did
not accurately reflect the cavern dimensions
in the tested interval. The second is that the
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reported production volumes are incorrect. The
third is that caverns exist below or above the
interval that was tested by the survey. Some
combination of any of these possibilities may
have occurred.

While the first possibility (inaccurate sonar
survey) would provide a simple explanation,
it appears unlikely because of the apparent
internal consistency of the sonar. While a repeat
sonar survey is practical, it is not the first choice
to resolve questions about this discrepancy.

Early reported production volumes have some
uncertainty (see Griswold email to Alvarodo,
dated 6/24/2010). Barring some documentation
that provides confidence in limits to production
volumes consistent with the cavern sonar
volumes, the production volumes are taken to
indicate considerable excess of salt removal
compared to the sonar cavern volumes. The
exact differences are less important, pending
resolution of other factors, than the belief that
those differences are currently unresolved.

The last possible explanation is most attractive.
The well was reported initially to be drilled to
1816 ft, with tubing reportedly placed to a depth
of 1700 ft. The cross-section (Figure 2) indicates
that the tubing probably was placed below the
MB above the Vaca Triste. Between that MB
and reported TD (1816 ft), even considering
the higher clay content of the Vaca Triste, is a
thickness of ~110 ft of halite. Using Griswold’s
(6/24/2010) estimate that the salt volume from
this well is likely to be between 450,000 and
1 million barrels, the diameter of a equivalent
cylinder 110 ft high ranges from ~170 to 255 ft.
As an alternative, there is a thickness of ~150
ft of halite above MB103 to top of Rustler. The
equivalent volume equals a 150-ft high cylinder
of ~150 to 220 ft diameter.

It seems unlikely that a cavern with a more
regular cylinder shape would develop from

1700-1816 ft with tubing at 1700 ft. It is much
more likely that a greater-diameter disc-shaped
cavern would be created under the MB, similar
to the cavern under MB103. A larger diameter
cavern is also more likely to have caused strain
in the MB and preventing further entry and
production.

It also seems unlikely that a major cavern
would have developed in the uppermost Salado
and Rustler if the casing was actually placed
at 1440 ft, as currently has been reported. A
casing at 1200 ft, however, would likely have
created a much higher cavern. The sonar survey,
beginning at 1445 ft, would be consistent with
casing to 1440 ft.

Summary and Recommendations

The correlation and interpretation of the Rustler
and Salado from west to east across the site of the
Eimoce brine well show consistent thicknesses
of units, slight general dip to the east, and halite
beginning in the Rustler at a depth of ~1235 ft.
Bottom of Salado salt is ~2400 ft below ground
surface.

Geophysical logs show that several Salado
marker beds, consisting mainly of the sulfate
mineral anhydrite, are thick and continuous
across the section. Thin (<3 ft) anhydrite beds
are also present. The Vaca Triste Sandstone
Member is also clearly identifiable. Halite beds
between these marker beds are of high purity,
based on the natural gamma log. Thus abundant
salt is available at this location.

A sonar survey of the well conducted in 2009
indicates two main caverns located below the
top of the survey at 1445 ft. The lower cavern is
roughly 40 ft diameter and 40 ft high, is crudely
cylindrical, and is slightly larger diameter at the
top. It has a nearly flat upper boundary, most
likely because itis developed immediately below
MB109, which is less soluble and is expected to
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have a nearly planar lower boundary. The upper
cavern is more disc-like, with a larger diameter
of ~100 ft and a height of ~10 ft. Like the lower
cavern, it has a nearly planar upper boundary,
most likely because it is developed immediately
below MB103.

There are several discrepancies among reports
of the depth of the casing, placement and
depth of tubing for production, and depth of
the drilling for remedial work. There also is a
large discrepancy between the volume of the
caverns mapped with sonar in 2009 compared
to the estimated salt volume for the reported and
estimated total production of this well. Before
final recommendations can be made regarding
P&A of this well or continued operation, some
ofthese discrepancies need further investigation.
The discrepancies may not be resolved with
reasonable further work, and the decisions about
the well will have to consider this.

The first recommended activity is to confirm
the current configuration of tubing and casing
in the hole by pulling and tallying the tubing
and running geophysical logs or other tools to
determine the bottom of casing.

The second activity is to conduct geophysical
logging or other means of determining the
quality of the the casing-cement-formation
bonds from bottom of the casing to the surface.
Such a survey is expected to help define whether
significant salt adjacent to the casing has been
dissolved above the bottom of casing. If the
casing only goes to ~1200 ft, then there should
be no solution of halite behind the casing because
there is no known halite above ~1235 ft. If the
casing extends to 1440 ft, however, there is
some potential for higher cavern development.

The casing-cement-formation bond and quality
survey will also help determine what further
measures, if any, may be required to minimize
behind-casing fluid movement or connection

for either continued operation or P&A.

df the casing extends to 1440 ft and casing-
cement-formation bonds all appear very good
or requiring minimal remedial work, it may be
practical to recommend additional production
from this well before closure. That production
should be focused on the interval above MB109
and below the cavern at the base of MB103 by
locating the tubing base near the top of MB109.
An appropriate depth would be ~1540 ft, based
on the sonar survey. A previous tubing depth
report as 1565 ft likely extended into MB109,
forcing fresh water into the interval below
MB109.

In the event that the cement-formation bond
is so poor that cavern development may have
occurred within the Rustler, the best option is
probably to P&A. In addition, if the casing-
cement-formation bonds appear generally
good, with some remedial zones, the remedial
action (probably perforating and squeezing
cement) must be monitored to determine that a
seal was obtained and that cavern development
behind the casing was not connected during the
squeeze. This will be readily apparent from the
pressure monitoring.

There is little likelihood that the well can be
rescued with cavern development behind the
casing. The dimensions will be unknown, and
there is little likelihood of cutting casing and
dropping it into the cavern for ready access and
accurate cavern survey.

The highest possibility of continuing operation

of this well requires the following conditions:

1. good determination of the current well
configuration,

2. goodresults for the casing-cement-formation
bond log,

3. no cavern development indicated behind a
casing to 1440 ft or finding that the casing
shoe is at 1200 ft; rerun sonar in that case,
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4. acceptance that the discrepancy between
current sonar-based cavern volumes and salt
volume for total estimated brine production
is reasonably accounted for by production
below ~1700 ft and, if found, production
from the Rustler,

5. nofurther evidence is found that the diameter
of any salt cavern is near or exceeds the ratio
of 0.67 (diameter to depth), and

6. a clear plan of limited operation and
monitoring is presented and acceptable.

A bare bones plan for item #6 could include
reconfiguring the tubing to attempt further
development above MB109 and below the upper
known cavern combined with a plan for regular
(annual?) resurvey by sonar to determine if the
solution is proceeding near the base of the tubing
or increasing the diameter of the upper cavern.
The size of the upper cavern likely precludes
development of a “blanket” that could force
solution deeper, at least at any reasonable cost.

The activities to determine well configuration,
including depth of casing and quality of the
casing-cement-formation bonds are appropriate
regardless of further activities in the well. For
either P&A or proposals to continue operating
the well, these are necessary. An inner casing
cemented back to surface may be required,
depending on any other suitable remedial action
for the current casing, for the well to be put back
into service.

Other activities may be appropriate to consider
as a prelude to P&A. While re-entering the well,
a temperature survey, at least to 1667 ft, should
be conducted. In addition, the standard source of
injection water should have some temperature
measurements for comparison.

One of the major concerns in abandoning
brine caverns is the expansion of the brine
over a period of time as it equilibrates from a
(usually) lower temperature injection water to

the (usually) higher temperature regime within
the salt column. For larger caverns and greater
differential temperatures, the period could take
tens of years. For smaller caverns such as this,
the period could be smaller. Creep within the salt
beds and higher fluid pressures within the halite
(~lithostatic) can also contribute to increasing
fluid pressure with time. The weakest part of the
system is commonly the cement-casing-cement
system of the plug, and it will be subjected to
pressures that will increase with time, as this
part of the system may also degrade. It has been
recommended in some situations that the well
system not be P&A until after this initial pulse
of brine expansion has passed. An open well,
monitored over time to determine the decrease
in pressure buildup may provide a better
opportunity for P&A in the near future (in this
case).
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CARDINAL

La b oratories PHONE (575) 393-2326 ° 101 E. MARLAND ° HOBBS, NM 88240
Analytical Results For:
BASIC FLUID SALES (1307) Project: EUNICE #1 Reported:
P. 0. BOX 1375 Project Number: NONE GIVEN 28-Dec-11 19:17
ARTESIA NM, 88211 Project Manager: DAVID ALVARADO
Fax To: (575) 746-2435

FRESH WATER
H102712-01 (Water)

Reporting
Analyte Result Limit Units Dilution Batch Analyst Analyzed Method Notes

Cardinal Laboratories

Inorganic Compounds

Alkalinity, Bicarbonate 166 5.00 mg/L I 1120105 HM 27-Dec-11 310.1M
Caleium 80.3 1.00 mg/L 1 1122806 M 22-Dec-11 200.7 GAL
Alkalinity, Carbonate ND 0.00 mg/L 1 1120105 HM 27-Dec-11 310.1M
Chloride 64.0 4.00 mg/L 1 1122102 HM 27-Dec-11 4500-C1-B
Conductivity 654 1.00 uS/em 1 1122807 HM 21-Dec-11 120.1
Magnesium 13.2 1.00 mg/L 1 1122806 M 22-Dec-11 200.7 GAL
pH 7.60 0.100  pH Units 1 1122807 HM 21-Dec-11 150.1
Potassium 2.73 1.00 mgl 1 1122806 M 22-Dec-11 200.7 GAL
Sodium 52.8 1.00 mgl 1 1122806 M 22-Dec-11 200.7 GAL
Sulfate 68.8 10.0 mg/L 1 1122709 HM 27-Dec-11 3754
TDS 418 5.00 mg/L 1 1122108 HM 21-Dec-11 160.1
Alkalinity, Total 136 400 mgl 1 1120105 HM 27-Dec-11 310.1IM

Cardinal Laboratories *=Accredited Analyte

PLEASE NOTE: Llablity and Damages. Cardinal's llabity and dlient’s exclusive remedy for any daim ansing, whether based in contract or tort, shall be limited to the amount paid by dient for analyses. Al claims, induding those for negigence and
any oher tarst whotsoever shall be deemed wmived uriess made in writing and received Dy Cardin® within thity {30} days after completion of te applicable service. In no event shall Cardinal be lable for incidenal or consequentidl damages,
induding, without limkation, business interruptions, loss of use, or loss of profts incured by dlent, Its subsidianies, affiiates or surcessors ariing ot of or reiated to the performance of the services hereunder by Cardinal, regardiess of whether such
claim |5 based upon any of the above stated reasons or otherwise. Results relate only to the samples identified above, This report shalt not be reproduced excapt in full with written approval of Cardinal Laboratories.

&%/Z}-M

Celey D. Keene, Lab Director/Quality Manager

| Page30f10 |




CARDINAL

L' =3 b O rat ories PHONE (575) 393-2326 ° 101 E. MARLAND ° HOBBS, NM 88240
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Basic Energy Brine Well - Eunice, NM

General Information

Basic Energy Services Eunice Brine Well #001
(API# 30-025-26884) is located 630 ft fs], 2427
ft fel of section 34, T21S, R37E, in Lea County,
NM (Figure 1). This well is being considered
for plugging and abandonment (P&A), and this
report summarizes background data on the well,
estimated geological conditions at the site and
surroundings, and proposes a plan for P&A or
restoring the well to service.

Geology

Five formations in the vicinity of the Eunice
well have been identified and marked on a log
cross-section (Figure 2} that crosses the Eunice
well location. Near-surface formations of the
Dockum Group and the Ogallala are not shown
here.

Permian Yales Formation

The Yates is the deepest formation identified
here, with upper contact estimated to be
approximately as used commonly by industry.
The Yates has historically been an enormous
producer in the area, and a large proportion

of older wells drilled in the area targeted this
formation.

Permian Tansill Formation

The Tansill (and Yates) are backreef lagoon and
related deposits that are coeval with the upper
Capitan reef fringing the Delaware Basin. The
Tansill is mainly carbonate and suifate. It is
continuous over large areas, as is the Yates. In
this location, it is about 130 fi thick.

Permian Salado Formation

The Salado is the prinicpal salt-bearing unit
in the backreef areas. [The Castile Formation
underlies the Salado in the Delaware Basin and
overlies formations equivalent in age to the
Tansill. The Castile is restricted by definition
to the Delaware Basin.] The Salado is 1010 ft
thick in#37322 and 985 ft thick in 38333. There
is a slight trend to thin from west to east. The
Salado is estimated to be ~1000 ft thick at the

position of the brine well.

The Salado is characterized generally by a high
proportion of halite (~85%) and sulfate (~15%})
beds. A mineral analysis would be a little
different, accounting for the minor compositions.

Figure 1. Location map of five wells in the vicinity of the Eunice brine well (APl # 26884) used
in a cross-section (Figure 2). Wells show shortened API # (30-025-xxxxx).

1
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The formation is organized in depositional cycles
that are a few feet thick and show characteristics
of desiccating-upward environments (Holt and
Powers, 1990). The typical cycle is caused by
initial flooding of the basin that deposits sulfate
{anhydrite or gypsum). As time passes, the
brine becomes more concentrated and halite is
deposited. Eventually the basin dries up more
frequently between flooding events, followed
by a salt pan with infrequent flooding or rainfall
and a brine table below the surface. The cycle
ends with a new major flooding period and a
new cycle begins.

A characteristic of the Salado is that some of
the sulfate beds are thicker because of longer
flooding by less evaporated brines. Within the
Delaware Basin, 45 of these, mainly those
with greatest thickness and lateral continuity)
have been numbered from 144 (lowest) to 100
(highest) and are called marker beds (MB).
In addition, there are two named similar beds
(Union and Cowden Anhydrites). Two upper
thicker marker beds in the cross-section (Figure
2) are believed to be equivalent to MB103
(upper) and MB109 (lower). A third MB from
the top of Salado is likely to be MB116, but the
correlation is less certain.

Another important correlation horizon in the
Salado is the Vaca Triste Sandstone Member. In
geophysical logs and geologic descriptions of
boreholes for potash exploration in the Delaware
Basin, this horizon is commonly well described
or interpretable. It is widespread in the Permian
Basin, and it represents a desiccation surface
that was exposed longer than other desiccation
surfaces in the formation. It is commonly more
clay-rich and thicker than other desiccation
surfaces, and it likely has poor tensile strength
although it also can show halite cements.

Halite beds in the Salado at the Eunice well are
rather pure halite, although geophysical logs
indicate some thin interbeds (< 1 ft thick).

Permian Rustler Formation

The Rustler in the Delaware Basin is divided
into five formal members, from base to top:
Los Medafios, Culebra Dolomite, Tamarisk,
Magenta Dolomite, and Forty-niner.

The lithology of Rustler members at Eunice
differs somewhat from the sequence in the center
of the depositional basin to the west (Powers,
2008). The Los Medafios is thinner and shows
some differences from mainly clastic (siltstone,
fine sandstone) beds and some halite to more
halite. The Culebra Dolomite tends to either not
be present or be of different lithology: mainly
halite and some sulfate are present in the normal
stratigraphic position of the dolomite. With this
in mind, the lower Tamarisk may either differ
or be in the place of the Culebra. The Magenta
tends to be thinner than in the Delaware Basin,
and it shows less dolomite (more anhydrite and
halite). The Forty-niner is the standard sulfate-
clastic-sulfate sequence, but thickness differs
from the Delaware Basin. A complete core
through the Rustler east of Eunice provides
good control (Powers, 2008).

In keeping with the eastern Delaware Basin,
the Tamarisk Member includes halite beds. The
top of halite in the Eunice well is estimated to
be 1235 ft below ground level. Approximately
50 ft of relatively pure halite, with two thin
interbeds of sulfate, occur in adjacent wells.
Another sulfate bed at the base of this halite
shows high natural gamma in some logs and
is interpreted as polyhalite (a sulfate mineral,
despite the name). An argillaceous zone about
10 ft thick below the polyhalite likely has halite
cements. Another 25-ft-thick zone below this
is also likely to be halite. The Los Medafos
also appears to include some halite beds and
probably also halite cements (not detectable on
geophysical logs). These are soluble parts of the
Rustler to be considered in understanding the
current well conditions.




Basic Energy Brine Well — Eunice, NM

Permo-triassic Dewey Lake Formation

The Dewey Lake is the base of a sequence of
red bed formations ranging from Permian to
Triassic in age. In general, the Dewey Lake
appears to be low in permeability for a clastic
unit. The Dewey Lake is thinned dramatically
over the Central Basin Platform, including the
Eunice area, when compared to the eastemn
Delaware Basin west of this location,

The stratigraphy of higher units at the Eunice
location, including Dockum Group and Ogallala
Formation, are not described here.

History and Current Conditions of
Eunice Well

The Eunice brine well abbreviated history here
is compiled from data posted on the NM OCD
web site as well as from information from more
recent company files. There are conflicts that
are yet unresolved (11/29/2010).

Form C-105, dated 12/2/1980, reports the
following: the well was spudded on 7/1/1980,
reached T.D. (1816 ft) on 7/7/1980, was
completed 7/17/1980, and began production
7/21/1980. Casing (7 inches, 23#) is reported to
1200 ft in a drillhole with diameter .75 inches.

The Job Summary by Halliburton for work
performed 7/3/1980 on the Eunice well shows
7-inch diameter casing was cemented to
1331 ft.

Form C-103 dated 7/17/1980 re-iterates that
7-inch diameter casing was run to 1200 ft and
cemented. That Form C-103 also shows the
hole was drilled to 1816 ft with a 6.25-inch bit.
Tubing was stated to have been run to 1700 ft.

Form C-103 dated 6/4/1993 reports remedial
work on the Eunice well. Existing pipe totalling

1422 ft length was pulled from the hole, 40
joints of new tubing were run into the hole and
the well was put back into production. The date
of the work is unspecified.

Form C-103 dated 6/9/1993 reports work on the
Eunice well on 6/7-8/1993. Tubing removed
from the well tallied 1450 ft. A bit was put
on (presumably to the same tubing) and they
tripped back into the hole. Drilling proceeded
for 29 ft (from unspecified depth, probably
1450 ft) before encountering “old pipe left in
hole.” On June 8, the hole was re-entered with a
2 ft 45° sub, but the assembly could not get back
to the previous bottom of hole. After tripping
out of the hole, a seating nipple and 3.875-inch
bit were put on the tubing. The hole was drilled
to 1546 fi, the seating nipple and bit were left on
the end of the tubing, and the well was put back
into production.

Several casing integrity (MIT) tests have
been conducted since the well was put into
production. These have all shown successful
tests. A formation pressurc test was also
conducted in 2008, with a welthead pressure of
300 psi. It showed no loss of pressure over the
period of the test.

A sonar survey was conducted on the Eunice
well 2/4/2009. Form C-103 dated 2/20/2009
provides details that indicate the well was
entered first with 3.5-inch tubing and bit to TD
(not specified in feet). The sonar tool “would not
go to bottom.” The hole was re-entered with 4.5-
inch casing and bit. One joint and the bit twisted
off “almost to bottom™ (depth not specified).
Subsequently the hole was re-entered with 4.5-
inch hydrill tubing and a bit and “drilled to TD”
(depth unspecified). The bit was shot off and the
sonar tool was run in the hole. Following the
completed sonar, 2.875-inch tubing was “run
back in to TD” (depth not specified) and the
well was put back into production.
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Figure 2. Geophysical log cross-section from west (left) to east (right) across the location of the
Eunice well (#26884). The log of 25479 is a natural gamma - acoustic log combination through
the important intervals that is very useful for interpretation of the lithologies. Other logs are
mainly natural gamma - neutron, with helpful caliper logs. A tabloid-size version is attached to
the end of this report. End logs are part of a regional cross-section (Holt and Powers, 2010).

The annual brine well report, dated 4/22/2010,
for the Eunice well provides an undated
configuration diagram showing the casing shoe
at 1440 ft and 2.875-inch tubing to 1718 ft.

Discussion

The first point of discussion is that the sonar
survey results indicate relatively small cavern
development and diameter (of the upper
cavern) that is <0.10 the depth (~100/1470).
This is several times smaller than the empirical
relationship developed by Karimi-Jafari et al.
(2008) that indicates cratering or sudden failure
does not occur when this ratio is less than 0.67.

The lower cavern has a smaller diameter (~40 ft)
and lower ratio. From this information, it would
appear that the Eunice caverns are well below

the danger zone.

A second point of discussion is that the cavern
volume determined by the sonar survey in
2009 is far less than the apparent volume that
would be required to produce the reported
brine production from this well. There are three
obvious possible explanations of this disparity.
The first possibility is that the sonar survey,
while it looks appropriate, is incorrect or did
not accurately reflect the cavern dimensions
in the tested interval. The second is that the
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reported production volumes are incorrect. The
third is that caverns exist below or above the
interval that was tested by the survey. Some
combination of any of these possibilities may
have occurred.

While the first possibility (inaccurate sonar
survey) would provide a simple explanation,
it appears unlikely because of the apparent
internal consistency of the sonar. While a repeat
sonar survey is practical, it is not the first choice
to resolve questions about this discrepancy.

Early reported production volumes have some
uncertainty (see Griswold email to Alvarodo,
dated 6/24/2010). Barring some documentation
that provides confidence in limits to production
volumes consistent with the cavern sonar
volumes, the production volumes are taken to
indicate considerable excess of salt removal
compared to the sonar cavern volumes. The
exact differences are less important, pending
resolution of other factors, than the belief that
those differences are currently unresolved.

The last possible explanation is most attractive.
'The well was reported initially to be drilled to
1816 ft, with tubing reportedly placed to a depth
of 1700 ft. The cross-section (Figure 2) indicates
that the tubing probably was placed below the
MB above the Vaca Triste. Between that MB
and reported TD (1816 ft), even considering
the higher clay content of the Vaca Triste, is a
thickness of ~110 ft of halite. Using Griswold’s
(6/24/2010) estimate that the salt volume from
this well is likely to be between 450,000 and
I million barrels, the diameter of a equivalent
cylinder 110 ft high ranges from ~170 to 255 ft.
As an alternative, there is a thickness of ~150
ft of halite above MB103 to top of Rustler. The
equivalent volume equals a 150-ft high cylinder
of ~150 to 220 ft diameter.

It secems unlikely that a cavern with a more
regular cylinder shape would develop from

1700-1816 ft with tubing at 1700 ft. It is much
more likely that a greater-diameter disc-shaped
cavern would be created under the MB, similar
to the cavern under MB103. A larger diameter
cavern is also more likely to have caused strain
in the MB and preventing further entry and
production.

It also seems unlikely that a major cavern
would have developed in the uppermost Salado
and Rustler if the casing was actually placed
at 1440 ft, as currently has been reported. A
casing at 1200 ft, however, would likely have
created a much higher cavern. The sonar survey,
beginning at 1445 ft, would be consistent with
casing to 1440 ft.

Summary and Recommendations

The correlation and interpretation of the Rustler
and Salado from west to east across the site of the
Eimoce brine well show consistent thicknesses
of units, slight general dip to the east, and halite
beginning in the Rustler at a depth of ~1235 ft.
Bottom of Salado salt is ~2400 ft below ground

surface.

Geophysical logs show that several Salado
marker beds, consisting mainly of the suifate
mineral anhydrite, are thick and continuous
across the section. Thin (<3 ft) anhydrite beds
are also present. The Vaca Triste Sandstone
Member is also clearly identifiable. Halite beds
between these marker beds are of high purity,
based on the natural gamma log. Thus abundant
salt is available at this location.

A sonar survey of the well conducted in 2009
indicates two main caverns located below the
top of the survey at 1445 ft. The lower cavern is
roughly 40 ft diameter and 40 ft high, is crudely
cylindrical, and is slightly larger diameter at the
top. It has a nearly flat upper boundary, most
likely becauseitis developed immediately below
MB109, which is less soluble and is expected to
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have a nearly planar lower boundary. The upper
cavern is more disc-like, with a larger diameter
of ~100 ft and a height of ~10 ft. Like the lower
cavern, it has a nearly planar upper boundary,
most likely because it is developed immediately
below MB103.

There are several discrepancies among reports
of the depth of the casing, placement and
depth of tubing for production, and depth of
the drilling for remedial work. There also is a
large discrepancy between the volume of the
caverns mapped with sonar in 2009 compared
to the estimated salt volume for the reported and
estimated total production of this well. Before
final recommendations can be made regarding
P&A of this well or continued operation, some
ofthese discrepancies need further investigation.
The discrepancies may not be resolved with
reasonable further work, and the decisions about
the well will have to consider this.

The first recommended activity is to confirm
the current configuration of tubing and casing
in the hole by pulling and tailying the tubing
and running geophysical logs or other tools to
determine the bottom of casing.

The second activity is to conduct geophysical
logging or other means of determining the
quality of the the casing-cement-formation
bonds from bottom of the casing to the surface.
Such a survey is expected to help define whether
significant salt adjacent to the casing has been
dissolved above the bottom of casing. If the
casing only goes to ~1200 ft, then there should
be no solution of halite behind the casing because
there is no known halite above ~1235 ft. If the
casing extends to 1440 ft, however, there is
some potential for higher cavern development.

The casing-cement-formation bond and quality
survey will also help determine what further
measures, if any, may be required to minimize
behind-casing fluid movement or connection

for either continued operation or P&A.

df the casing extends to 1440 ft and casing-
cement-formation bonds all appear very good
or requiring minimal remedial work, it may be
practical to recommend additional production
from this well before closure. That production
should be focused on the interval above MB109
and below the cavern at the base of MB103 by
locating the tubing base near the top of MB109.
An appropriate depth would be ~1540 ft, based
on the sonar survey. A previous tubing depth
report as 1565 ft likely extended into MB109,
forcing fresh water into the interval below

MB109.

In the event that the cement-formation bond
is so poor that cavern development may have
occurred within the Rustler, the best option is
probably to P&A. In addition, if the casing-
cement-formation bonds appear generally
good, with some remedial zones, the remedial
action (probably perforating and squeezing
cement) must be monitored to determine that a
seal was obtained and that cavern development
behind the casing was not connected during the
squeeze. This will be readily apparent from the
pressure monitoring.

There is little likelihood that the well can be
rescued with cavern development behind the
casing. The dimensions will be unknown, and
there is little likelihood of cutting casing and
dropping it into the cavern for ready access and
accurate cavern survey.

The highest possibility of continuing operation

of this well requires the following conditions:

1. good determination of the current well
configuration,

2. goodresults for the casing-cement-formation
bond log,

3. no cavern development indicated behind a
casing to 1440 ft or finding that the casing
shoe is at 1200 ft; rerun sonar in that case,
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4. acceptance that the discrepancy between
current sonar-based cavern volumes and salt
volume for total estimated brine production
is reasonably accounted for by production
below ~1700 ft and, if found, production
from the Rustler,

5. no further evidence is found that the diameter
of any salt cavern is near or exceeds the ratio
of 0.67 (diameter to depth), and

6. a clear plan of limited operation and
monitoring is presented and acceptable.

A bare bones plan for item #6 could include
reconfiguring the tubing to attempt further
development above MB 109 and below the upper
known cavern combined with a plan for regular
(annual?) resurvey by sonar to determine if the
solution is proceeding near the base of the tubing
or increasing the diameter of the upper cavern.
The size of the upper cavern likely precludes
development of a “blanket” that could force
solution deeper, at least at any reasonable cost.

The activities to determine well configuration,
including depth of casing and quality of the
casing-cement-formation bonds are appropriate
regardless of further activities in the well. For
either P&A or proposals to continue operating
the well, these are necessary. An inner casing
cemented back to surface may be required,
depending on any other suitable remedial action
for the current casing, for the well to be put back
into service.

Other activities may be appropriate to consider
as a prelude to P& A. While re-entering the well,
a temperature survey, at least to 1667 ft, should
be conducted. In addition, the standard source of
injection water should have some temperature
measurements for comparison.

One of the major concerns in abandoning
brine caverns is the expansion of the brine
over a period of time as it equilibrates from a
(usually) lower temperature injection water to

the (usually) higher temperature regime within
the salt column. For larger caverns and greater
differential temperatures, the period could take
tens of years. For smaller caverns such as this,
the period could be smaller. Creep within the salt
beds and higher fluid pressures within the halite
(~lithostatic) can also contribute to increasing
fluid pressure with time. The weakest part of the
system is commonly the cement-casing-cement
system of the plug, and it will be subjected to
pressures that will increase with time, as this
part of the system may also degrade. It has been
recommended in some situations that the well
system not be P&A until after this initial pulse
of brine expansion has passed. An open well,
monitored over time to determine the decrease
in pressure buildup may provide a better
opportunity for P&A in the near future (in this

case).
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Payment of Discharge Plan Discharge Fees

1. BASIC Energy Services has paid all known fee’s needed to pursue it’s Class III
Brine well BW - 002 Eunice Brine well # 001

Permit Expiration and Renewal

2. Pursuant to Regulation 20.6.2.3109 NMAC BASIC Energy Services Permit will
expire on January 6, 2014 renewal will be submitted no latter than 120 days
before expiration date.

Permit Terms and Conditions
3. Pursuant to WQCC Regulation 20.6.2.3104 BASIiC Energy Services will ensure
that all discharges shall be consistent with the terms and conditions of the permit. In
addition will apply the rules and regulations administered by OCD pursuant to the Qil
and Gas act , NMSA 1978, section 70-2-1- through 70-2-38

Owner / Operator Commitments
4. BASIC Energy Services will abide by all commitments submitted in the discharge
permit any attachments and subsequent amendments or condition for approval.

Modifications
5. No Modifications have taken place on the Eunice Brine #001 from January 2010
thru August 28, 2010

Waste Disposal and Storage
6. The Eunice Brine has had zero wastes that need to be hauled to CRI from January
2010 to August 28, 2010 if to be plugged all remedial with any cleaning of soil
will be taken to the proper place by Phoenix Environmental.

Drum Storage
7. All drums will be contained with an impermeable containment any drum that
might be needed to be stored will contain the bungs and will be placed on a horizontal
plane.
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Process, Maintenance and Yard Areas

8. The discharge lines at BW- 002 do not have loading pads with curbs. Each load
line has a collection device incorporated into the design to contain contaminants
from release, leaks and spills from reaching the ground surface.

Above Ground Tanks

9. BASIC Energy Services has placed a twenty mill plastic liner underneath the
tanks and over lap the berm that incubuses the facility brine water tanks. It
contains a volume of one and a half times the amount total volume. The fresh
water tank also is contained and will hold one and a half times the amount of total
volume.

Labeling

10. All tanks are marked with black stenciled wording as to their contents.

Below — Grade Tanks / Sumps and Pits / ponds

11. A. The Eunice Brine station does not have any below grade tanks, sumps, pits, or
ponds.
11. B. No modifications needed to be reported not applicable.
11. C. Location and battery is rendered nonhazardous to wildlife, including
migratory birds

11 D. Inspection of the system’s interring connecting tank lines have been tested
and are in good standing.
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Underground Process / Wastewater Lines

11. A. The facility’s production line that is connected to the annulus and leads to the
filling of the production tanks are scheduled to be tested in October 2010.

12. B. Please see Schematic diagram.
Please see Exhibit A

Class V Wells
13.  Will not apply to this Facility

Housekeeping
14. Daily inspection and visual inspection is done and recorded in daily logs of
the pumper taking care of the facility.

Spill Reporting
15. No discharge or spills, leaks and released have occurred at the facility that
Would require action pursuant to WQCC Regulation 20.5.12.1203 NMAC and
OCD Rule 116(19.15.3.116 NMAC).

OCD Inspections
16. No known conditions have been required on the facility or citations from BLM or

OCD.

Storm Water
17. A SPCC plan is to be done before the end of the year it will be assigned
to a third party as per Lyn Sockwell Director of Environmental.
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Unauthorized Discharge

18. BASIC Energy Services will abide to the WQCC standards listed in
20.6.2.3101 NMAC or 20.6.4 NMAC (Water Quality Standards for Interstate
and Interstate Streams) no known streams exist in the area of the BW-002.

Vadose Zone and Water Pollution

19. BASIC Energy Services will address and investigate and report to OCD any
Discharge pursuant to WQCC 20.6.2.4000 NMAC and will remediate, abate, and
submit subsequent reports.

Additional Site Specific Conditions

20. Because of the site specific conditions asked on the Owen # 2 and the Owen
# 4 it is not cost efficient to re enter one that is plugged and the other
abandoned. At this time no C-103 reports of the Salado were found in
records. Dennis Powers will be reporting to Basic and also OCD with his
finding on cross section studies we hope to have his results by October 15"
2010.

Brine well Identification, Operation, Monitoring, Bonding and Reporting.

21 A. Well Identification
Eunice Brine # 1 (BW —002)
API 3002526884
0-Sec 34-T21S-R 37E

Page 4



Well Work over Operations

21 B No well work over have taken place down hole in 2010.
A copy of the well bore diagram can be seen.

Please see Exhibit F

21 B Intent to Plug was done and a C-103 with the closed loop was completed and a
copy was handed to Jim Griswold on the meeting of August 10, 2010

Dennis Powers would be hired and a study of the cross section with a plugging

procedure would be submitted by Dennis Powers.

Production Method

21. C. Fresh water is being injected down the tubing and production of brine up the
casing to where a line is entering our brine water stock tanks.
Please see Exhibit B

Well Pressure Limits
21 D. The Maximum operating surface pressure of 450 psig on the BW- 002 has
never been recorded at present the highest psig is at an average of 220 psig in
2010.

Page §



21

21

Mechanical Integrity Testing

E. On September 24, 2010 a kill truck was tied on to the wells tubing and started
pumping at a rate of 2 .5 bbl per minute after 300 bbls pumped the casing pressure
came up to 120 Psig at around 600 bbls pumped at 2 .5 bbls per minute pressure
came up to 180# Psig. The Rate of fresh water was increased to 3 bbls per minute
and the well annulus showed 180 # Psig continued to pump at this rate 400 bbls
more and the pressure never increased it stayed at 180 Psi. Well was shut in and
data recorded. Dennis Powers will be working on the cross section in this area
and data given to him for review. At this time we will not be able to run a chart
on the cavern due to the loss of pressure in 3 hours and the ability to get up the
formation to 300 will not work.

Testing Schedule
Will schedule testing if well is placed back in operating condition.

21 F. Capacity / Cavity Configuration and Subsidence Survey
At this time all we have on record is the Sonar that was done in 2009.
Dennis Powers was hired to prove the dome of the cavern
We are still waiting for his findings and his report to
OCD Santa Fe and Our Office.

Production / Injection Volumes

G. The report will show Brine that was produced and the fresh water that was
injected from January thru June for 2010. A total of 42,882 bbls was produced
and sold at the Eunice # 1 BW — 002 and a total of 38,615 bbls were recorded by
City of Eunice as sold to the facility. It was shortly closed in due to the inability
to prove the dome and the two off set wells as requested by OCD on the Owen # 2
and the Owen # 3

Please see Exhibit C
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Analysis of Injection Fluid and Brine

21 H. Two tests have been done for brine and fresh water this year.
Please see Exhibit D

Area of Review (AOR)

21 1. To date 9/29/10 no new wells have been drilled with in a % mile of the Eunice
Brine Well BW- 002 or any other devices that penetrates or may penetrate the injection
zone.

Loss of Mechanical Integrity

21 J. Basic Energy Services as the operator has no discovery of any failures to the casing
or tubing also there are no movements of fluids outside of the injection zone and will
notify OCD and cease operation to receive approval to restart injection operations.

Bonding or Financial Assurance

Please call 432.620.5500
21 K. Lyn Sockwell for information about BASiC Energy Services
Bonds or any questions related to our bonds.

Annual Report
21 L 1. A cover sheet has been prepared and displayed in the front.
It contains the BASiC Energy Services as the Operator, The BW-002 as the

permit # and API # 3002526884 for the well information file.
David Alvarado reporting this report to OCD.
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Summery of Brine well BW-002 2010

21 L 2. Production was great as we started the year of 2010 there were no
problems as we came out of winter. Because of the notice to remediate the two
wells that off set the BW- 002 research showed that the cost would not be worth
the effort due to the history of each well and the in ability to prove the dome of
the well at this point it was decided that the well should be plugged and
abandoned. A C-103 with a closed loop form was done and was handed to OCD
Santa Fe to review after a meeting was scheduled and held with Jim Griswold,
Carlos Chavez. At the meeting it was agreed that Dennis Powers be hired to work
on the cross section of the area to help verify the stability of the brine well.
Phoenix Environmental was hired to assess and take samples to remediate the
location of the brine well. Chevron was notified of our intentions for P& A the
well also.

Please see Exhibit E
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Production Volumes

21 L 3 Please refer to 21 G for running total volumes with the maximum and
average injection pressures. As explained in the 2009 report the ability to track
total volumes back in history due to change of Management was hard due to the

lack of data that was recorded.
Please see Exhibit C

Chemical Analysis

21 L4 A copy of BW-002 can be found as required in 21 H
Please see Exhibit D

Mechanical Integrity Testing

22 21 L 5. On September 24, 2010 a kill truck was tied on to the wells tubing and
started pumping at a rate of 2 .5 bbl per minute after 300 bbls pumped the casing
pressure came up to 120 Psig at around 600 bbls pumped at 2 .5 bbls per minute
pressure came up to 180# Psig. The Rate of fresh water was increased to 3 bbls
per minute and the well annulus showed 180 # Psig continued to pump at this rate
400 bbls more and the pressure never increased it stayed at 180 Psi. Well was
shut in and data recorded. Dennis Powers will be working on the cross section in
this area and data given to him for review. At this time we will not be able to run
a chart on the cavern due to the loss of pressure in 3 hours and the ability to get up
the formation to 300 will not work.
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Deviations from Normal Production Methods

21 L 6 It was ordered by VP’s that the Eunice Brine # 1 BW — 002 was to be shut
in and a C-103 for plugging be written the pump was disconnected and removed

from the premises to keep any one from producing brine for sale. Our meeting

with OCD in Santa Fe on August 10" with the discussion we agreed to have

Dennis Power look in to the stability of the cavern. Dennis will have his report to

us and also a written procedure to plug the well for the OCD office to review.

Leaks Spill Reports
21 L 7 No Leaks or spills have taken place in 2010.
Ground Water Monitoring

21 L 8 MIT not applicable at this time. Recorded test shows last tested in 2009.

Cavity / Subsidence Information
21 L9 Please referto 21 F

AOR

21 L10 No new wells or any cross digging has occurred that we are aware of in
2010.

Sign Off requirements WQCC Subsection G 20.6.2.5101

21 L 11 Can be found on page 12
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Transfer of Discharge Permit

22. Pursuant to WQCC 20.6.2.5101.H Basic Energy will provide written notice of
any transfer of the permit. Both parties will sign the notice 30 days to any
transfer of ownership, control or possession of the facility with approved
discharge permit. The purchaser shall include a written commitment to comply
with the terms and conditions of the previously approved discharge permit.

Closure

23. Basic Energy services will notify OCD when Operations of the facility are to be
discontinued for a period of six months and will submit a completed C-1-3 form
for plugging and abandonment. Closure and waste disposal shall be in accordance
with the statutes, rules and regulations in effect at the time of closure.

Certification

BASIC Energy Services, L. P. (Owner / Operator), by the officer, whose signature
appears, below, accepts this permit and agrees to comply with all submitted
commitments, including these terms and conditions contained here. BASiC Energy
Services L.P. further acknowledges that the OCD may, for good cause shown, as
necessary to protect fresh water, public health, safety, and the environment, change the
conditions and requirements of this permit administratively.
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Conditions accepted by:

“I certify under penalty of law that I have personally examined and am familiar with
the information submitted in this document and all attachments and that, based on my
inquiry of those individuals immediately responsible for obtaining the information, I
believe that the information in true accurate, and complete. I am aware that there are
significant penalties for submitting false information including the possibility of fine
and imprisonment.”

BASiIC Energy Services L.P,
Company Name - print name Above

David H. Alvarado
Company Representative — print name

Company Representative — signature

Title New Mexico Fluid Sales Manager

Date 9/30/2010
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EUNICE #1 SWBS

Serv. pole —* O

O Elec., serv., light pole

With lights

sw
1000 bbis
12p- mod.

sw
1000 bbls
12p- mod.

sw
1000 bbls
mod.

EUNICE # 1 WELL
S5)

New for 2010 WIP

Serv.pole

With lights , Main Disconect

Access sys. >

_.|_A|_ Chem. Bbl. containment

New for 2010 WIP

CEMENT LOADING RACK
WITH SUMP AND PUMP

Removable barricade
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Eunice Brine # 001 BW - 002
Production Method

From Fresh water tank

l N > To Storage tanks
2718
v
7" Csg.

1440
v

e T T AN

A A

v Set@ 1718
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EUNICE WELL # 1 BRINE STATION BWs - 002 EUNICE NEW MEXICO

BASIC ENERGY SERVICES

Sold As per billing .
[2010 Brine BBLS _ Fresh H20 2009 BBLS 2008 BBLS 2007 BBLS
DEC DEC 4320 DEC 23963 DEC 2600
NOV NOV 9316 NOV 24316 NOV 1080
ocT OCT 9872 OCT 29282 ocT 30
SEP  Shutin Shut in SEP 13203 SEP 5600 SEP 1908
AUG  Shutin Shutin AUG 5575 AUG DOWN AUG 12664
JuL 1730 1266 JUL 10143 JUL  DOWN JUL 15430
JUN 5740 8712 JUN 10840 JUN  DOWN JUN 15278
MAY 18508 4390 MAY 3308 MAY 721 MAY 11365
APR 10840 3801 APR 13180 APR 22156 APR 10968
MAR 9111 3856 MAR 7735 MAR  DOWN MAR 4276
FEB 8546 5328 FEB 10055 FEB 5986 FEB 9341
JAN 25225 11262 JAN 2923 JAN 10032 JAN _ 23133
42882 38615 100470 102115 108073
|2006 BBLS
DEC 16465
NOV 5550
ocT 3580
SEP 5490
AUG 9590
JUL NO RECORD
JUN NO RECORD
MAY NO RECORD
APR NO RECORD
MAR NO RECORD
FEB NO RECORD
JAN _NO RECORD
40675

A. MAXIMUM AND AVARAGE INJECTION PSI

220 psi
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: . »
Analytical Laboratory Report for: u R

Account Representative:

£3 251C é peray QE reicse § Jeremy Spears

Partial Water Analysis

Listed below please find water analysis report from: Basic Eunice Brine, Sta #1 Fresh

Lab Test No: 2010145367 Sample Date: 09/20/2010
Cations: mg/L as:
Calcium 80.00 (Ca“)
Magnesium 12.00 (Mg"™)
Sodium 44 (Na')
Iron 0.74 (Fe“)
Potassium 25 (K)
Barium 6.60 (Ba")
Strontium 0.63 (Sr")
Manganese 0.02 (Mn")
Anions: mg/L as:
Sulfate 46 (50:)
Chloride 116 )
Gases:

Carbon Dioxide (co,)
Hydrogen Sulfide (H,S)
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: . »
Analytical Laboratory Report for: it Baniesh

Account Representative:

BASIC Enero Y _Qrw'/g < Jeremy Spears

Partial Water Analysis

Listed below please find water analysis report from: Basic Eunice, Sta Fresh #2

Lab Test No: 2010145368 Sample Date: 09/20/2010
Cations: mg/L as:
Calcium 79.00 (ca”™)
Magnesium 12.00 (Mg"™)
Sodium 40 (Na+)
Iron 0.20 (Fe™)
Potassium 2.4 (K")
Barium 0.66 (Ba™)
Strontium 0.61 (™)
Manganese 0.01 (Mn")
Anions: mg/L as:
Sulfate 70 (80:)
Chloride 126 (CI‘)
Gases:

Carbon Dioxide (Co,)
Hydrogen Sulfide (H,S)
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» .
» > Frac Water Analysis
BJ SERVICES Date: 04/22/10
2708 West County Road, Hobbs NM 88240 Source Water
Phone (505) 392-5556 Fax (505) 392-7307 1
Analyzed For
Company Well Name County State
Eunice Fresh
Specific Gravity 1.000 SG @ 60 °F 1.002
pH 8.15 Sulfides Not Tested
Temperature (°F) 69 Reducing Agents Not Tested
Cations B )
Sodium (Calc) in Mg/L 241 in PPM 240
Calcium in Mg/L 40 in PPM 40
Magnesium in Mg/L 7 in PPM 7
Soluable tron (FE2) in Mg/L 0.0 in PPM 0
Anions
Chlorides in Mg/L 160 in PPM 160
Sulfates in Mg/L 200 in PPM 200
Bicarbonates in Mg/L 268 in PPM 268
Total Hardness (as CaCO3) in Mg/L 130 in PPM 130
Total Dissolved Solids (Calc) in Mg/L 916 in PPM 915
Remarks Fresh Water
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23

Water Analysis
BJ SERVICES Date: 27-Apr-10
2708 West County Road, Hobbs NM 88240
Phone (505) 392-5556 Fax (505) 392-7307
Analyzed For
Company Well Name County State i
Basic P& S Lea New Mexico
Sample Source Swab Sample Sample # 1
Formation Depth
Specific Gravity 1.200 SG @ 60 °F 1.202
pH 7.01 Sulfides Absent
Temperature (°F) 70 Reducing Agents
Cations
Sodium (Calc) in Mg/L 115,075 in PPM 95,736
Calcium in Mg/L 2,800 in PPM 2,329
Magnesium in Mg/t 720 in PPM 599
Soluable lron (FE2) in Mg/L 0.0 in PPM 0
Anions
Chlorides in Mg/L 182,000 in PPM 161,414
Sulfates in Mg/L 2,200 in PPM 1,830
Bicarbonates in Mg/L o8 in PPM 81
Total Hardness (as CaCQ3) in Mg/L 10,000 in PPM 8,319
Total Dissolved Solids (Calc) in Mg/L 302,892 in PPM 251,990
Equivalent NaCl Concentration in Mg/L 251,498 in PPM 209,233
Scaling Tendencies
*Calcium Carbonate Index 273,280
Below 500,000 Remote / 500,000 - 1,000,000 Possbte / Above 1,000,000 Probable
*Calcium Sulfate (Gyp) Index 6,160,000

Below 500,000 Remote / 500.000 - 10,000,00 Possible / Above 10,000,000 Probable

*This Calculation is only an approximation and is only valid before treatment of a well or several weeks after
treatment.

Remarks RW=.04@70F

Report # 3132
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Submut 3 Copies To Appropriate District State of New Mexico FForm C-103
Office

Distnet | Energy, Minerals and Natural Resources < May 27, 2004
1625 N. French Dr., Hobbs, NM 88240 ;Vhol;l; ::g;;slo. |
District 11 0-025-26884

ljll'lln\'.' Grand Ave, Artesia, NM 88210 OIL CONSERVATION DIVISION 5. Indicate '|'\,-pc ol Lease i
Distnet 1l 1220 South St. Francis Dr. TATE . :
1000 LRm Brazos Rd.. Aztec. NM 87410 . ok Sl/_\IE £ FEE [ FED |
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

. Eunice Brine Well
PROPOSALS.)

, ! v
1. Type of Well: Oil Well ] Gas Well []  Other Brine 8. Well Number 001 ,|
| 2. Name of Operator 9. OGRID Number |
Basic Energy Services 246368 |
| 3. Address of Operator 10. Pool name or Wildcat
. P.0. Box 10460 Midland, TX 79702 BSW; Salado
4. Well Location
' Unit Letter 0] : 630 _feet from the South line and 2427 feetfromthe _ East__line
Section 34 Township 21-S Range 37-E NMPM Lea  County
id ¥ £H ]] I'1. Elevation (Show whether DR, RKB, RT, GR, ¢tc.) { i SE
| R g 4 3426 GL. | i
Pitor Below-grade Tank Applieation [ or Closure []
it type Depth to Groundwater Distance from nearest fresh water well Distance from nearest surface water_ N/A
Pit Liner Thickness: mil Below-Grade Tank: Volume bibls:  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 [J  PLUG AND ABANDON REMEDIAL WORK [0 ALTERING CASING [J
TEMPORARILY ABANDON  [J CHANGE PLANS O COMMENCE DRILLING OPNS.[] P AND A a
PULLORALTERCASING [J MULTIPLECOMPL [ CASING/CEMENT JOB a
_ OTHER: O | oTHER: O

13. Describe proposed or completed operations. (Clearly state all [;crlincnl 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.

1) SetCIBP @ 1,380",

2) Tbgto 1,380 — Circ hole w/ MLF. Cap BP w/ 100sx emt. WOC-Tag.
3) PUH to 500" — Spot 50sx cmt. WOC-Tag.

4)  PUH to 100" = Spot 25sx emt to surface.

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 be cﬂmlrymnliug to NMOCD guidelines (5, a general permit [J or an (attached) alternative OCD-approved plan CJ.
SIGNATURE / TITLE P&A Tech (Basic Energy Services) DATE _ 8/5/10

u
Type or print name:  Greg Bryant E-mail address:  greg.bryant@basicenergyservices.com  Telephone No. 432-563-3355
For State Use Only
APPROVED BY: TITLe. DATE

Conditions of Approval (if any):
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8.3/4° Hole
7" Csg.
238 700 okx sur.
4
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™\, Csg. Shoe
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District ] State of New Mexico Form C-144 CLEZ

1625 N French Dr., Hobbs, NM 88240 Energy Minerals and Natural Resources July 21, 2008
District 11 i

1301 W. Grand Avenue, Artesia. NM $8210 ) l)cpanf‘null . For closed-loop systems that only use above
District 111 i Oil Conservation Division ground steel tanks or haul-off bins and propose
1000 Rio Brazos Road, Aztee, NM 87410 1220 South St. F isD to implement waste removal for closure, submit
District IV =20 5outh St Francis Dr. to the appropriate NMOCD District Office.

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

Closed-Loop System Permit or Closure Plan Application
(that only use above ground steel tanks or hanl-off bins and propoese to_implement waste removal for closure)

Type of action: [ Permit Closure
yp

Instructions: Please submit one application (Form C-144 CLEZ) per individual closed-loop system request. For any application request other than for a
closed-loop system that only use above ground steel tunks or haul-off bins and propose to implement waste removal for closure, please submit a Form C-144.

Please be advised that approval of this request does not relieve the operator of liability should operations result in pollution of surface water, ground water or the
environment. Nor does approval relieve the operator of its responsibility to comply with any other applicable governmental authority's rules, regulations or ordinances.

| Operator: Basic Energy Services OGRID #: 246368
| Address: 1O, Box 10460 Midland, TX 79702
Facility or well name: Eunice Brine Well #001
| APl Number: 30-025-26884 OCD Permit Number:
! /L or Qu/Qur (0] Section 34 Township ____ 21-S  Range _ 37-E___ County: Lea
| Center of Proposed Design: Latitude __ 32.429824545503  Longitude  -103.150191595848 NAD: [J1927 [ 1983

Surface Owner: [X] Federal [J State [ Private [ Tribal Trust or Indian Allotment

-

Closed-loop System:  Subsection H of 19.15.17.11 NMAC
Operation: [ Drilling a new well CJ Workover or Drilling (Applies to activities which require prior approval of a permit or notice of intent) & p&aA
! Above Ground Steel Tanks or [X] Haul-off Bins

| &
| Sipns:  Subsection C of 19.15.17.11 NMAC

[ 127 247, 2" lettering, providing Operator’s name, site location. and emergency telephone numbers
i1 Signed in compliance with 19.15.3.103 NMAC

4

| Closed-laop Systems Permit Application Attachment Checklist:  Subsection B ol 19.15.17.9 NMAC
Instructions: Each of the following items must be attached to the application. Please indicate, by a check mark in the box, that the documents are
attached.

Design Plan - based upon the appropriate requirements of 19.15.17.11 NMAC

Operating and Maintenance Plan - based upon the appropriate requirements of 19.15.17.12 NMAC
_ Closure Plan (Please complete Box 5) - based upon the appropriate requirements of Subsection C of 19.15.17.9 NMAC and 19.15.17.13 NMAC
i [ Previously Approved Design (attach copy of design) API Number:
l' [ Previously Approved Operating and Maintenance Plan APl Number:

Waste Removal Clasure For Closed-loap Systems That Utilize Above Ground Steel Tanks or Haul-off Bins Only: (19.15.17.13.D NMAC)

Instructions: Please indentify the facility or facilities for the disposal of liquidy, drilling fluids and drill cuttings. Use attachment if more than nvo
| facilities are required.

Disposal Facility Name: Gandy-Marley In¢ Disposal Facility Permit Number: NM-01-0019
Disposal Facility Name: CRI Disposal Facility Permit Number: NM-01-0006

Will any of the proposed closed-loop system operations and associated activities occur on or in areas that will not be used for future service and operations?
[ Yes (If yes. please provide the information below) [ No
| Required for impacted areas which will not be used for future service and aperations:

(] Soil Backfill and Cover Design Specifications - - based upon the appropriate requirements of Subseetion H of 19.15.17.13 NMAC
Re-vegetation Plan - based upon the appropriate requirements of Subsection 1 of 19.15,17.13 NMAC

|
|
Ij Site Reclamation Plan - based upon the appropriate requirements of Subsection G of 19.15.17.13 NMAC
| &

Operator Application Certification:

I hereby certify that the information submitted with this application is true, securate and complete 1o the best of my knowledge and belief,

| Name (Print): Greg Bryvant _ Title: P&A Tech
Signature: /éa/ Date: 8/5/10
— a
| e-mail address: greg.bryant@ basicenergyservices.com Telephone: (432) 563-3353
form =144 011 / N o e 1 of 2

EXHIBIT E



%
OCD Approval: [J Permit Application (including closure plan) [ Closure Plan (only)

OCD Representative Signature: Approval Date:
Title: OCD Permit Number:

T —

Clasure Report (required within 60 days of closure completion): Subsection K of 19.15.17.13 NMAC

Instructions: Operators are required to obtain an approved closure plan prior to implementing any closure activitles and submitting the closure repon.
The closure report is required to be submitted to the division within 60 days of the completion of the closure activities. Please do not complete this
section of the form untll an approved closure plan has been obtained and the closure activitles have been completed.

[ Closure Completion Date:

B Repe sure i'o pied-icop Systems | hat Uttlze Above LANKS 1 ne
Instructions: Please indentify the facility or facllltles for where the liguids, drilling flulds and drill cuttings were disposed. Use attachment if more than
two facilitles were utilized

Disposal Facility Name: Disposal Facility Permit Number:
Disposal Facility Name: Disposal Facility Permit Number:

Werc the closed-loop system operations and assoclated activities performed on or in arcas that will not be used for future service and operalicns?
O Yes(ifyes, pleasc demonstrate compliance to the items below) [] No

Required for impacted areas which will not be used for future service and operations:
B Site Reclamation (Photo Documentation)
Soil Backfilling and Cover Installation
[J Re-vegetation Application Rates and Secding Technique

_— e —

(L8

Onerator Closare Certiftcatlon:

I'hereby centify that the information and attachments submitted with this closure report is true, accurate and complete to the best of my knowledge and
belief. 1also certify that the closure complies with all applicable closure requirements and conditions specified in the approved closure plan.

Name (Print); Title:

Signature: Date:

c-mail address; Telcphone:
EXHIBIT E
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l Design Plan

Above ground steel tanks will be used for the management of all plugging
fluids.

i Operations and Maintenance Plan

Basic Energy will operate and maintain all of the above ground steel tanks
involved in plugging operations in a prudent manner to prevent any spills.
If a leak develops, the appropriate division district office will be notified
within 48 hours of the discovery and the leak will be addressed. During an
upset condition the source of the spill is isolated and addressed as soon
as it is discovered. Free liquids will be removed and loose topsoil will be
used to stabilize the spill. The contaminated soil will be either bio-
remediated or excavated and taken to an agency approved disposal facility.

. Closure Plan

All plugging fluids will go to above ground steel tanks and will be hauled
by various trucking companies to an agency approved disposal facility.

Impacted areas which will not be used for future service or operations will
be reclaimed and reseeded as stated in the APD.

EXHIBIT E



Basic Energy Services
Eunice Brine Well #001
Unit O, Section 34, T21S, R37E
Lea County, New Mexico
APT# 30-025-26884

Equipment & Design:

Basic Energy Services will used a closed loop system in the plug and
abandonment of this well. The following equipment will be on location:

(1) 250 bbl steel reverse tank

Operations & Maintenance:

During each day of operation, the rig's crew will inspect and closely monitor
the fluids contained within the steel tank and visually monitor the release
that may occur. Should a release, spill or leak occur, the NMOCD District 1
office in Hobbs (575-393-6161) will be notified, as required in NMOCD's
rule 19.15,29.8.

Closure:
After plugging operations, fluids and solids will be hauled and disposed at

Gandy-Marley Disposal’s location, permit number NM 01-0019. Secondary
site will be CRI Disposal, permit number NM 01-0006.

EXHIBIT E



Basic Energy Services
Eunice Brine Well #001

Unit 0, Section 34, T21S, R37E
Lea County, New Mexico

API# 30-025-26884

< 150’ >
o 50 250 bbl open
8 > top steel pit
v

All distances approximate
Not to scale
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Unit O 630 ft South 2427 ft FEL Sec.34 - T21S - R 37 E APl # 30-025-26884 Lea County NM

2 7/8 tbg.
il [~
8 3/4 " Hole 0-41f Dirt
4-26ft. Caliche
26 - 800 ft. Red bed
800 - 668 ft. Shell ,Anahidrite
1320 ft. Top Salt
7" Csg.
23# 700 skx surf.
Top of salt
@ 1320
/] ™\ Csg. Shoe
@ 1440 ft.
o 27/8J55tbg. @ 1718

EXHIBIT F



ANNUAL CLASS III WELL REPORT

BASIC ENERGY SERVICES L.P.
BW - 002

API # 3002526884

EUNICE BRINE WELL # 001

MAY 28, 2014

DAVID ALVARADO



Payment of Discharge Plan Discharge Fees

Pursuant to 20.6.2.3114 NMAC

Basic Energy Services LP has paid all known filing fees
needed to pursue its Class III Brine well BW-002 Eunice
Brine # 001. We still await the Permit. We have
requested a check request for the permit fee of
$1,700.00 and will be mailed to Water Quality
management Fund in care of OCD at 1220 South St.
Frances Drive in Santa Fe, New Mexico 87505.

Permit Expiration and Renewal

Pursuant to Regulation 20.6.2.510F NMAC Basic
Energy Services LP permit will expire on November 8,
2018 renewal will be submitted no later than 120 days
before expiration date.

Modification and Terminations

Basic Energy will notify the OCD Director and OCD’s
Environmental Bureau of facility expansions or Process
modifications as per 20.6.23107C. No change in our
solution mining has occurred. The same amount of
storage is still being used. Basic Energy has installed an
integrated system to monitor security and actuation
valves.

Transfer of Class III well Discharge Permit

Basic Energy Services L.P. Understands under
20.6.2.5101H NMAC Director will receive notice 30
days prior to the transfer date. The OCD Director may
object prior to the proposed transfer date. OCD may
require modifications to the discharge permit as a
condition of transfer, and may require demonstration of
adequate financial responsibility. The Permittee and the
succeeding Permittee shall include an acknowledgement
that the succeeding Permittee shall be responsible for
compliance with the Class III well discharge permit
upon taking possession of the facility. A specific date for
transfers coverage of liability and information relation to
the succeeding Permittee’s financial as per20.6.2.5210B
(17)NMAC

Compliance and Enforcement

Basic Energy Services L.P. will comply with any
compliance order that requires immediately or within a
specified time period and subject to penalty as per 74-6-
10 NMSA 1978 also under 74-6-10.2 NMSA 1978
falsifying, tampering, with or rendering inaccurate any
monitoring

devices or record required by a Discharge Permit issued
pursuant to a state or federal law or regulation.

Quarterly Monitoring Requirements for Class III wells
Basic Energy Services L.P. will comply with the
Analyze please see attached water analyze.
Unfortunately the order to follow the old permit ruling
was dropped due to a communication failure on our side,
it fell thru the cracks. We are now on track with
WADCO our chemical people and will provide the last
dated analyzed data and one that is now being taken
5/20/14 so that comparison may be done,

Solution Cavern Monitoring Program

Basic Energy Services L.P. has a program in place.
Construction Surveying Services in Alamogordo NM
88311 placed a total of eight monuments for future
monitoring. Please see the attached and proposal sent to
NM OCD on August 29" s 2013 by Permit West. We
will do our next survey in June of 2014.

Solution Cavern Characterization Program

Basic Energy L.P. is looking into different geophysical
methods to give a good and reliable account of size and
shape of BW-002 Eunice Brine. I will be pushing for
Magneto telluric survey or some kind of electrical
resistivity. We will notify OCD with in 180 days of
Permit once it is in. Due to the loss of records prior to
2009 Basic Energy has keep an accurate count of
produced brine and fresh water injected and has turned
in such totals for each month and will continue to send
monthly totals of injected fresh water and extracted brine
water.

Annual Certification

Basic Energy Services L.P. has reviewed the BW-002
CBL and shows good continuity between the outer most
casing and the bore hole wall. A 5 ; liner was run to the
shoe of the 8/5/8 and cemented in place to surface
assuring that the Rustler and upper water is protected.
Basic Energy Services L.P. placement of the mining area
is in marker bed 9 and is continuing to mine in this
Halite bed by water induction thru inter most tubular and
extracting thru the 5 % * liner. BW-002 is monitored
and operates with 250 psi at surface down the tubing.
Please see the attached well diagram and C-103
subsequence report of work done to well bore
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Contingency Plans

Basic Energy Services L.P. has implemented an
integrated system that monitors levels with in the storage
vessels by using GWR (guided wire radar} system and
Sonar guided with in the fresh water tanks. This system
will shut down the pump if levels that are set hit critical.
They send an alarm via satellite and received by
telephone. The operation will then be looked at and once
all systems are clear operations will reset computer back
in operation. Unloading pads were placed where Brine is
sold with actuation valves are opened once a security
number is activated at the systems PLC. Flow meters
were installed on the sales line. Allowing the party
buying the Brine inters the exact amount of barrels to be
bought this will keep any human failure to occur while
loading. The facility has a burm around the tanks and
lined with a 20 mi liner it will contain 110% of total
fluid stored at the facility. -Also the location has a burm
to secure any failure. Please see the attached automation
isotope that is in operation.

Closure

Pursuant to 20.6.2.5209 NMAC Basic Energy Services
L.P. will submit for OCD’s approval a closure plan, a
completed form C-103 for plugging and abandonment of
the Class III well. Basic Energy Services L.P. will
submit a Pre- closure notification to OCD
Environmental Bureau30 days prior to the date that it
proposed to close or to discontinue operation of its Class
III well as pursuant 20.6.2.5005B NMAC and await the
OCD’s Environmental Bureau approval of all well
activities be fore implementing its proposed closure
Plan. Basic Energy Services L.P. will proved the
Environmental Bureau with the Name of the facility,
Address of facility, name of the Permittee, Address of
the Permittee, Contact person, Phone number, Well
number, Type of well, Year of the well construction,
Well construction details, Type of discharge, Average
flow per day in gallons, closure activities of fluid
samples, sediments, appropriate disposal of remaining
fluids/sediments, soil contaminated clean up, installation
of plugs, ground water and vadose zone, Proposed date
of well closure, Name of Preparer and date.

Plugging and Abandonment Plans
Pursuant to 20.6.2.5209A NMAC Basic Energy Services

L.P. will submit to OCD a plugging and abandonment
plan that meets the requirements of 20.6.2.3109C
NMAC, 20.6.2.5101C NMAC and 20.6.2.5005 NMAC,
for protection of ground water. Basic Energy Services
L.P. will comply with 20.6.2.5209 NMAC and
understands if requested by OCD Basic Energy Services
shall submit for approval prior to closure a revised or
updated plugging and abandonment plan also the
obligation to implement the plugging and abandonment
plan as well as the requirements of the plan survives the
termination or expiration of this Discharge Permit.

Record Keeping

Basic Energy Services L.P. has maintained its records of
all inspection, Surveys, investigations, etc. and will keep
them at hand for five years at the Artesia NM office for
OCD inspection review.

Release Reporting

Basic Energy Services L.P. will report unauthorized
releases of water contaminants in accordance with any
additional commitments made in its approved
Contingency Plan that may exceed the standard specified
at 20.6.2.3103 NMAC then the OCD’s Environmental
Bureau will be notified with a report.

Oral Notifications

Basic Energy Services L.P. will notify the OCD’s
Environmental Bureau and provide them with the name,
address, and telephone number of the person in charge of
the facility, and the owner of the facility including the
name and location, date, time, and the duration of the
discharge.

The source and cause of the discharge, description of the
discharge, including its chemical composition, with the
estimated volume of the discharge and any corrective or
abatement action taken to mitigate immediate damage
from the discharge will be provided to the OCD
Environmental Bureau.

Written Notification

Basic Energy Services will send written notice on form
C-141with all attachments with in one weck of a
discharge to OCD’s Environmental Bureau verifying
prior oral notification.



Other Requirements

Basic Energy Services L.P. welcomes any authorized
OCD representative and will assist with any needed
information or help in data gathering as pursuant to
Section 74-6-9 NMSA 1978. Hobbs OCD District IT will
be given 65 days notice if any environmental sampling
to be performed pursuant to the Discharge Permit
including plugging, abandonment or decommissioning
of any equipment associated with Basic Energy Services
LP. BW-002 Class III well. Per 20.6.2.3107B
environmental sampling and sent off for analytical
laboratory data will be done by an accredited National
Environmental Laboratory Accreditation
Conference(NELAC) Laboratory. The Permittee shall
submit data summary tables, all raw analytical data and
Laboratory QA/QC.

Bonding or Financial Assurance

Pursuant to 20.6.2.5210B(17) NMAC Basic Energy
Services L.P. has in place all bonding for the BW-002
discharge Permit and documented in OCD file. Please
see attachment Blanket Plugging Bond # RLB0011488
And Surface Improvement damage Megabond #
RLB0012472

2013 Summary of Class III BW-002

2013 was a wonderful year of brine sales for Basic
Energy Services L.P. The total brine sold in 2013 was
374,437 bbls with 4000 bbls in storage. Fresh water
from the City of Eunice is still being used and totaled
383,508 bbls for 2013. Showing 97.6 % Brine to Fresh
extraction.

Brine sales in 2013 generated $655,264.75 of revenue.
With the increase of drilling in the South Easter part of
the State also came with the increase of trucking
customers hauling brine.

Basic Energy Services L.P. only allowed new costumers
with good credit standing to purchase Brine at the Bw-
002. In 2012 we had 26 customers and by the end of
2013 a total of 40 were purchasing brine thus an increase
of 153%.

Request to have security and automation installed was in
the works. An isotope plan was sent to Jim Griswold and
BES PBU VP Wigington for build of an integrated
system with loading pads and security cameras. It was
finished and is working very well we can track each
customer’s data and filter data for almost any request.

A meeting at District II with Jim Griswold was
conducted and the new Discharge plan was to be set in
place. During the meeting placing Monuments around
the well location Basic Energy Services L.P. moved
quickly and placed an order with Construction
Surveying Services form Alamagordo, NM 88311.

A plan was executed on August 29" 2013 of a Vertical
Control Monument Installation in Cardinal directions
from the well head.
1. Two Monuments east and west at a distance of
75 feet from the well.
2. Two Monuments north and south at a distance of
150 feet from the well.
3. Two Monuments east and west at a distance of
300 feet from the well.
4. Two Monuments north and south 600 feet from
the well.
All information of the plan is attached with this
report.



Monthly Fluid Injection and Brine Production

Please see attachment with this report for totals on each
year also the separate data sheect for 2013 and first
quarter of 2014. The operating pressure recorded with
the field gauge installed at the well head is constant at
240 PSL.

When the Pump is not running a static constant pressure
on tubing is 140 PSI.

The total brine sold in 2013 was 374,437 bbls with 4000
bbls in storage. Fresh water from the City of Eunice is
still being used and totaled 383,508 bbls for 2013,
Resulting 97.6 % Brine extraction to Fresh induction.

Water Analyzes on Brine and Fresh Water

Water Analyzes on Brine and Fresh Water was a failure
for 2013 the last water analyzes was taken on 9/12/12
WADCO had not received the order for testing for 2013
due to change of field personnel leaving and not relaying
the need to take samples.

1 apologize for the break down of communications.
Basic Energy Services L.P. is back on track with the
testing please accept the 9/12/12 testing and the latest on
taken on 5/21/14 for comparison and average for 2013.

Formation MIT

Five year MIT was done on 1-3-11 and pasted. BW-002
next test will be January 3, 2016. Basic Energy has
tested the formation on 5/27/14 BW-002 took 800 bbls
to load and maintained 210 PSI for 4 hours as due
diligence to keep a closer account of data until OCD
MIT Formation date January 3, 2016 is done or if
requested sooner. Please accept our field in house testing
as data for your records also a copy of the OCD required
1-3-11 test chart. Basic Energy Services L.P. will
continue conducting in field test and will notify OCD
before conducting future testing and invite OCD Officer
to witness our testing in the future.

This was one of the topics discussed during the meeting
that was held at the District Il in being proactive in
ground water protection.

Deviations of Operations

No production deviations have occurred in 2013 at the
BW-002 Brine well. We are injecting down our most
inner tubular that being 2 7/8 plastic coded J-55 and
extracting up our 5.5 casing to our production tanks.

A flow meter is installed down stream for the well
before the 10# brine water is stored in the facilities 4-
1000 bbl tanks.

Leaks and Spills
No leaks or spills occurred during 2013.

AOR Review of BW-002

No activity has been shown in the area we had the
survey Crew show an areal of the area and no new wells
of pipe lines have been noted. Please see the areal of the
BW-002 Area.

Summery of Surveys

Basic Energy Services L.P. is still looking in on what the
best practice will be for gathering data needed to have a
good account of the size and shape of the well bore. The
past has shown that the Sonar Survey did not depict a
true assessment. Literature read from the survey done on
the 1&W Brine well in Carlsbad. It showed a closer
depiction as to the size and width of the mine well. I feel
that the Magneto Telluric Survey by DMT Technology
needs to be looked at closely or some other type of
electric resistivity survey might be used.

The setting of the eight Monuments by our surveyors
will allow us to see if any deviation as occurred. I await
their report and will file it to Jim Griswold as soon as [
get the report. Please find the plan in place attached with
this report.



Water Ratio Injected to Produced Brine

A total of 378,437 bbls of brine was produced in 2013
and a total of 383,508 bbls of fresh water was recorded
to produce the Brine. This shows a 98.7 % Brine water
to fresh water. This is in line with our given guide lines
0f 90% and 110%.

Facility Activity and events

The increase of sales shows a demand for our 10#
Quality Brine and is attributed to the increase of drilling
in the SENM area. Recommendations were made to
automate the facility and integrate the system with
alarms and stop and open actuation valves allowing the
system to fill the Fresh water tanks and closing at a set
height. The demand for pump operation is being
controlled with the GWR set in the Storage tanks
opening the actuation valve and allowing the pump to
start injecting water down tubular. This was passed and
the approval was given it is in operation and is working
well. Security codes were also give to our customers and
will not allow any unauthorized visitors to access the
system. With this better lighting was installed and
security cameras over look the facility.

Certification

Basic Energy services LP (Owner / Operator) by the Officer, whose signature appears, below, accepts this permit and
agrees to comply with all submitted commitments, including these terms and conditions contained here.

Basic Energy Services L.P. will continue to monitor all placed guides lines to insure a safe and environmental operation to
the public and its surrounding. Basic Energy Services LP further acknowledges that the OCD may, for good cause shown,
as necessary to protect fresh water, public health, Safety and the environment, change the conditions and requirements of
this permit administratively. '



Conditions Accepted By:

“I certify under penalty of law that I have personally examined and am familiar with the information submitted in this
document and all attachments and that, based on my information those individuals immediately responsible for obtaining
the information, T believe that the information in true accurate and complete. I am aware that there are significant
penalties for submitting false information including the possibility of fine and imprisonment.”

Basic Energy Services LP
Company Name — Print name above

David H. Alvarado
Company Representative — print name

") 04

Company Representative Signature

Title: New Mexico Fluid Sales Manager

Date: 5/28/14



v1/01/y paiewoiny Ajing
[BULLLIZ) BPEIS 10§ §D| W04} Id Joj Buniem 4T/8z/€ uo dupnpoud payels
sped Buipeot / walsAs uojiel8ajul Jo Buip|ing 104 YIST g34 UMop Inys

¥10Z |4dy Joj uoneziinn %T'LT

0103 AD3L
J2ag
nopN

10
das
1snbny
Anr
unr
Aoy
z'zoT LOECE 2901 0S¢ 68LCE 97901 4dy
0001 #2901 0 0s¢ ¥¢90T 0 10N
8'€0T Z6EVT 0 0S¢ EVerT 0 934
86 90zZ1ZE Z6v60¢ 8SCTIE 18400 uor
auug puam/4 HeISM/4 ISd pu3 uels yiuow
0y M/41%

ISd Xe

T0-Md | #dupg Muny $Iog 0] S[EI0 L



"|qg 080286 IndySnouyy teap Aujigede) siq9 0v8‘T8 Aujiqedes Ajyuo Al [I9M

€T0Z 40} uonezinn %18
—_— (0303 40
- Z6Y60€ YSIVLT 0st 18L00€ 589997 23q
196 vSIYLT 8Y00YZ 0sZ 589997 80LEET AON
156 8700¥T 896461 0sz 8OLEET 0SYE6T »o
96 896/61 06665T 0SZ 0SYE6T ¥LEIST dag
L'L6 066651 ST9L0T 0s? ¥LEYST 061S0T snbng
846 ST9L0T SLEOL 0sz 061501 19/89 Aing
786 SLEOL 16907 0sZ 19489 LT96€ unf
166 16907 X4 1{0]4 05z LT96€ ¥956T
L6 12107 0 o0sz ¥956T 0
696 LSTIE 0 0st 7S0S€E 0
YESTZ 0 0st LEOTT 0
= - 5Z09T 0 0st SLS9T 0
auLg 03 M/ % a _m.uo 1 puI M/4 UEeIS M/4 ISd pu3 e

T0-M9 [ #2duug 9muny €107 10J S[EI0 L,



65T'LLl S69'ZZ ££2'0Z) ££9°LZ) z88zy
Z91'9 62Z'9 NVl orLL ovL') NYT 29241 57Z5¢C NVT
LP90) £L2'0L g34 ¥T04 LOS'L1 g34 8¢S 9¥58 g34
Y8001 591°0} HYW £92'S LEF'D MY 958¢ LB HYW
981'G1 ore'yL HdV £61'6 19001 Hdv 108 0ve0L Hdv
£50'21 rAZMA} AVI 166'LL 8621 AVI 06EY 80581 AVA
Pre'SH 6€6'GL NOr YPELL ¥ZHZI NOP opLs NOP
14891 8.8'o1 ne #15'0} 16521 ne 0621 nr
18411 9.0'L} any S0E8 ory's any unys urnys Ny
0£6'v1 6.+81 d3s 0£6'71 6L7'84 d3s unys unys d3s
vrLEL TLS L 100 1287 £9€'0Z 100 190
00L'6L GPE'6l AON ¥SL b v01'01 AON AON
196'G2 11292 03a 65L'C £08°2 230 03a
OZH usauy 5788 auug ZLoz OZH usaid s78d auug (74 OZH usaid 5794 auug 010z
passlap paJolany pasiap pasajapn
0.¥001 SLIZ0L £2030} 5.90¥
£Z6¢ NYT A £ELET NYT Qu003Yy ON NYr
55004 g34 9885 834 HPEE g34 ayoD3ad ON 934
SELL HYW NMOQ oYW 9.z HYW a¥023d ON YW
081EL Ydv g1zZ Hdv 8960} Hdv Q¥0O3H ON Udy
BOEE AVI 1zL AV qocl ) AYW aso23d ON AV
0r80L NOP NMOQ NOP 84251 NAP 40234 ON NOFP
£rI0b nr NMOQO nr 0E¥S | nr Y003y ON nr
G55 ony NMOG ony v99Z} any 0656 onvy
£0ZE) d3s 0095 d43s 806 d3s 06¥5 d3s
zZ186 100 Z8T62 100 o€ 130 08¢ 120
91£6 AON alEve AON 0801 AON 0555 AON
ocEw 230 £96€Z 230 0092 030 S9¥9l 230
s1ag 6007 s18d 800Z s1aa 2002 s18d 9002

LOOT- 2007 SIBI0L 1BIA



Company:

Well Number:
Lease:
Location:
Date Run:
Lab Ref #:

Hydrogen Sulfide
Carbon Dioxide
Dissolved Oxygen

Calcium
Magnesium
Sodium
Barium
Manganese

Hydroxyl
Carbonate
BiCarbonate
Sulfate
Chloride

Total Iron

MITCHELL ANALYTICAL LABORATORY

2638 Faudree

Odessa, Texas 79765-8538

561-5579

12-sep-w32435

(H2S)
(CO2)
(02)

(Ca++)
(Mg++)
(Na+)
(Ba++)
(Mn+)

(OH-)
(CO3=)
(HCO3-)
(S04=)
(Cl-)

(Fe)

Total Dissolved Solids
Total Hardness as CaCO3
Conductivity MICROMHOS/CM

pH

6.720

CaS04 Solubility @ 80 F.

CaCO3 Scale Index
70.0
80.0

90.0

«1,232
-1.102

-.882

WadeCo Specialties, LLC

Eunice #1 Fresh Water Station
Basic Energy
WC6584

Dissolved Gases
NOT ANALYZED
NOT ANALYZED

Cations

NOT ANALYZED

Anions

Sample Temp:
Date Sampled:
Sampled by:
Employee #:
Analyzed by:

Mg/L
.00

76.38
2.44
52.05

.00

.00

.00
219.96
49.00
59.06

0.09
458.99
200.95

668

70
9/6/2012

Wade Havens

GR

Eq. Wt.
16.00

20.10
12.20
23.00

27.50

17.00
30.00
61.10
48.80
35.50

18.60

Specific Gravity 60/60 F.

18.65MEq/L,

100.0 -.882
110.0 -.642
120.0 -.642

130.0
140.0
150.0

CaS04 scale is unlikely

=372
-.372
-.142

WadeCo Specialties, LLC

MEq/L
.00

3.80

.20
2.26

.00

.00
.00
3.60
1.00
1.66

.00

1.000



MITCHELL ANALYTICAL LABORATORY

2638 Faudree
Odessa, Texas 79765-8538
561-5579

Company:

Well Number:

Lease: Basic Energy
Location: ‘WC22271

Date Run:

Lab Ref #: 14-may-h14756

Hydrogen Sulfide (H2S)
Carbon Dioxide (C02)
Dissolved Oxygen (02)
Calcium (Ca++)
Magnesium (Mg++)
Sodium (Na+)
Barium (Ba++)
Manganese (Mn+)
Strontium (Sr++4)
Hydroxy! (OH-)
Carbonate (CO3=)
BiCarbonate (HCO3-)
Sulfate (504=)
Chloride (CI-)
Total Iron (Fe)

Total Dissolved Solids
Total Hardness as CaCO3
Conductivity MICROMHOS/CM

pH 7.700

CaS04 Solubility @ 80 F.

CaCO3 Scale Index
70.0 -.185
80.0 -.055
90.0 .165

Eunice Brine Station- Fresh Water Sample

WadeCo Specialties, LLC

Sample Temp:
Date Sampled:

70

5/21/2014

Wade Havens

GR

Eq. Wt.
16.00
22.00

20.10
12.20
23.00

27.50

17.00
30.00
61.10
48.80
35.50

18.60

Sampled by:
Employee #:
Analyzed by:
Dissolved Gases
Mg/L
5.00
40.00
NOT ANALYZED
Cations
80.24
14.59
78.79
NOT ANALYZED
.00
NOT ANALYZED
Anions
.00
.00
244.40
46.00
72.08
3.3
584.40
260.42
674
Specific Gravity 60/60 F.
18.53MEq/L, CaS04 scale is unlikely
100.0 .165 130.0 .675
110.0 .405 140.0 .675
120.0 .405 150.0 .905

WadeCo Specialties, LLC

MEq/L
.31
1.82

3.99

1.20
3.43

.00

.00
.00
4.00
.94
2.03

.18

1.000



MITCHELL ANALYTICAL LABORATORY

2638 Faudree
Odessa, Texas 79765-8538
561-5579

Company: WadeCo Specialties, LLC

Well Number: Eunice #1 Brine
Lease: Basic Energy
Location: WC6580

Date Run: 9/12/2012

Lab Ref #: 12-sep-w32436

Hydrogen Sulfide (H2S)
Carbon Dioxide (C02)
Dissolved Oxygen (02)

Calcium (Ca++)
Magnesium (Mg++)
Sodium (Na+)
Barium (Ba++)
Manganese (Mn+)
Hydroxyl (OH-)
Carbonate (CO3=)
BiCarbonate (HCO3-)
Sulfate (S04=)
Chloride (Cl-)
Total Iron (Fe)

Total Dissolved Solids
Total Hardness as CaCO3
Conductivity MICROMHOS/CM

pH 6.830

CaS04 Solubility @ 80 F.

CaCO03 Scale Index

70.0 1.186
80.0 1.306
90.0 1.846

Water Station Sample Temp:
Date Sampled:
Sampled by:
Employee #:
Analyzed by:

Dissolved Gases
Mg/L
.00
NOT ANALYZED
NOT ANALYZED

Cations
3,143.64

819.84
95,885.51

NOT ANALYZED
1.40

Anions
.00

.00
146.64
3,700.00
153,168.30

4.34
256,869.68
11,220.44
358,800

70
9/6/2012

Wade Havens

GR

Eq. Wt.
16.00

20.10
12.20
23.00

27.50

17.00
30.00
61.10
48.80
35.50

18.60

Specific Gravity 60/60 F.

68.00MEg/L, CaSo4 scale is likely

100.0 1.846 130.0 3.106
110.0 2.326 140.0 3.106
120.0 2.326 150.0 3.106

WadeCo Specialties, LLC

MEq/L
.00

156.40

67.20
4,168.94

.05

.00

.00

2.40
75.82
4,314.60

.23

1.179



Company:

Well Number:
Lease:
Location:
Date Run:
Lab Ref #:

Hydrogen Sulfide
Carbon Dioxide
Dissolved Oxygen

Calcium
Magnesium
Sodium
Barium
Manganese
Strontium

Hydroxy!l
Carbonate
BiCarbonate
Sulfate
Chloride

Total Iron

MITCHELL ANALYTICAL LABORATORY

2638 Faudree
Odessa, Texas 79765-8538
561-5579

Eunice Brine Station- Brine Sample WH
Basic Energy
WC22272

14-may-h14755

(H2S)
(Co2)
(02)

(Ca++)
(Mg++)
(Na+)
(Ba++)
(Mn+)
(Sr++)

(OH-)
(CO3=)
(HCO3-)
(SO4=)
(Cl-)

(Fe)

Total Dissolved Solids
Total Hardness as CaCO3
Conductivity MICROMHOS/CM

pH

L

040

CaS04 Solubility @ 80 F.

CaC03 Scale Index
70.0
80.0

90.0

1.281
1.431

2.031

WadeCo Specialties, LLC

Sample Temp:
Date Sampled:
Sampled by:
Employee #:
Analyzed by:

Dissolved Gases
Mg/L
5.00
38.00

NOT ANALYZED

Cations
1,222.08

4,523.76
93,830.30

NOT ANALYZED
5.04

NOT ANALYZED

Anions
.00
.00
195.52
3,600.00

157,372.92

7
260,799.62
21,602.62
193,800

70
5/21/2014
Wade Havens
GR

Eq. Wt. MEq/L
16.00 31
22.00 1.73
20.10 60.80
12.20 370.80
23.00 4,079.58
27.50 .18
17.00 .00
30.00 .00
61.10 3.20
48.80 73.77
35.50 4,433.04
18.60 .38

1.181

Specific Gravity 60/60 F.

91.13MEq/L, CaS04 scale is unlikely
100.0 2.031 130.0 3.031
110.0 2.651 140.0 3.031
120.0 2.651 150.0 3.031

WadeCo Specialties, LLC
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PERmEES WEST

PROVIDING PERMITS for LAND USERS

37 Verano Loop, Santa Fe, New Mexico 87508 (505) 466-8120

August 29, 2013
Jim Griswold
NM Qil Conservation Divison
1220 South St. Francis Dr.
Santa Fe, NM 87505

Dear Jim,

I'am submitting a draft surface subsidence monitoring plan for Basic Energy
Services’ Eunice 1 (30-025-26884) and Salado 2 (30-025-32394) brine wells.

Please let me know if you want any changes. Once we have incorporated your
ideas, then we will contact the surface owners (see attached air photos). If we
are unable to obtain permission to install a monument, then we will contact you
and formulate an alternate plan.

Thank you,

@Jﬁ)

cc: Alvarado



Construction Surveying Services
PO Box 2295, Alamogordo, NM 88311

August 29, 2013
VIA EMAIL: brian@permitswest.com
Permits West, Inc.
37 Verano Loop
Santa Fe, NM 87508
Attn: Brian Wood

Re: Proposal for Subsidence Measurement at Brine Wells
Dear Mr. Wood:

As requested, we’ve prepared this proposal for the technique of measurement for subsidence, or the lack
thereof, for brine wells. For each well, we propose that eight (8) monuments be set to the standard set forth
in the attached document entitled, “Vertical Control Monument Installation” in Cardinal directions from the
well head as follows:

1) Two monuments, east and west, at a distance of 75 feet from the well.

2) Two monuments, north and south, at a distance of 150 feet from the well.
3) Two monuments, east and west, at a distance of 300 feet from the well.
4) Two monuments, north and south, at a distance of 600 feet from the well.

All monuments would be installed and, using static global positioning surveying methods, coordinates would
be determined using the Online Positioning User Service (OPUS) at ngs.noaa.gov for the initial elevations of
each vertical control monument. A ninth elevation would be obtained at the top of each well head. Further,
the relative elevations of all monuments and the well head would be measured using a digital level with an
accuracy of a 1/250% of a foot (+/-0.004ft). This measurement of relative elevations would then be repeated
two to three weeks later to ensure that other factors, such as the effect of actually setting the vertical control
monument or any other installation-specific anomalies, can be reasonably eliminated from each individual
monument. Then, data collection will begin and measurements would be taken at three months, six months,
and a year, or at any other interval required, for monitoring of any elevation changes that may occur. Should
you have any questions or require more information, please do not hesitate to call.

Sincerely,

Steven J. Sandoval, NMPS 12351
Principal Surveyor

Attach: Vertical Control Monument Installation

Phone: (575) 443-6202 Fax: (575) 443-1151 www.constructionsurveyingservices.com
Field Mobile: (575) 491-2371 email: CSSAlamo@aol.com




Top Security™ 3-D Rod Monument Installation Instructions

MONUMENT INSTALLATION INSTRUCTIONS

FOR TOP SECURITY™ GPS 3-DIMENSIONAL ROD MONUMENT SYSTEM

***CAUTION: Before beginning any monument installation, contact your local
ONE-CALL Utility Location Service to verify the safety of your chosen location***

X IMPORTANT - Read all instructions completely and thoroughly before starting

installation. ***

MATERIALS REQUIRED FOR SETTING MONUMENT:

D i

Top Security™ Rod with thread

Aluminum rod sections with thread

Spiral drive point

Aluminum survey cap (special combination compression fit/threaded cap)
OPTIONAL: DISC-LOCK vibration-proof lock washers (pair)

BMAC Access Cover (BMAC-5 for 5" PVC pipe or BMAC-6 for 6" PVC pipe)
PVC Pipe (5" or 6", Schedule 40)

Steel Stamp Set (for marking information on survey cap)

Concrete mix

. Water

. Trowel

. Eclectic® UV-6800 Adhesive

. Caulking gun for UV-6800 Adhesive
. Fine-grained washed or play sand

. Installation tools

16.

Reciprocating driver (Pionjar 120, Cobra 148, or Wacker BHB 25)
a. Driving Adapter (MDA with sledge hammer, PDA with reciprocating

driver)

DPA Steel Drive Pin

Lubricating oil for driving adapter and stainless drive pin

Vise grip pliers (2) OR Pipe Wrench (two 6" wrenches)

Hacksaw

File

Post Hole Digger or Auger

Shovel

Work gloves and proper eye protection and clothing

e O



INSTALLATION

1. THE TIME REQUIRED TO SET AN AVERAGE MARK USING THESE
PROCEDURES IS 30 TO 45 MINUTES.

2. Using the Eclectic UV-6800 aghesive, glue BMAC Access Cover to a 24-inch
(600 mm) long section of PVC pipe. This will allow the glue to set while
continuing with the following setting procedures.

3. IMPORTANT: Use proper eye and ear protection! Using a post hole digger,
auger, or shovel, dig or drill a hole in the ground at your site, approximately 12
inches (300 mm) in diameter and 36 inches (915 mm) deep.

4. Attach the spiral drive point to one end of the aluminum rod section with a
stainless steel thread. On the opposite end of the aluminum rod attach the
Stainless Steel Drive Pin (hand tighten both the drive point and the SS Drive Pin).
The SS Drive Pin will be used as the impact point for the Driving Adapter in
driving the rod into the ground. Drive this section of the rod with a reciprocating
driver (Pionjar 120, Cobra 148, Wacker BHB 25). Be certain that the
reciprocating driver is in the BREAKER position for driving the rod (see owner's
manual for setting). Drive the rod section until the Driving Adapter is within
approximately 1-inch (25 mm) of ground level e., with approximately 4-inches
(100 mm) of rod showing above ground).

5. Remove Driving Adapter and Stainless Steel Drive Pin from installed rod
section. Attach another section of aluminum rod. Tighten securely (using DISC-
LOCK washers if desired) with two pipe wrenches to rod section already

installed. Attach SS Drive Pin and Driving Adapter to top of rod section and
continue driving rod sections (see STEP 4) until installation of rod sections slows
to the REFUSAL rate (defined as a driving rate of more than 1 minute to drive the
rod 1 foot (25 mm) in the ground), IMPORTANT NOTE: TO MEET NGS
REQUIREMENTS FOR "REFUSAL" YOU MUST ONLY USE A
RECIPROCATING DRIVER. Rod should be driven completely into the ground
(and 3 inches {75 mm] below ground level).

6. The last section of rod should now be marked for removal (so the top of the last
rod section will be 3 inches [75 mm] below ground level) from the top of the
monument assembly. Remove the rod by attaching a pipe wrench on either side of
the common joint with the next lower rod section and carefully untighten the top
rod from this assembly. IF YOU WERE ABLE TO DRIVE THE LAST
SECTION ROD 3 INCHES (75 mm) BELOW GROUND LEVEL, YOU CAN
SIMPLY REPLACE THIS ROD SECTION WITH A COMPLETE TOP
SECURITY ROD SECTION - GO TO STEP 9.



7. Take the rod section you removed in STEP 6 and place it next to a Top
Security™ rod section. Using a hacksaw, cut off the portion of Top Security rod
section marked. When this is completed, remove approximately 3 inches (75 mm)
of the "fins" from cut end of Top Security rod section. Recommended procedure
is to use a vise grip pliers and "peel" the fins (take the vise grip pliers and peel the
fins and break them off the remaining rod portion by coming down from the top
of the rod and bending each fin "back and forth" until the fin is removed). This is
best done in 1-inch (25 mm) sections.

8. Use a file to remove any burrs from cut end (and slightly BEVEL the cut end of
the Top Security rod section). GO TO STEP 10.

9.1F YOU DID NOT NEED TO CUT LAST SECTION OF ROD IN STEP 6
AND HAVE REPLACED THIS ROD WITH A TOP SECURITY ROD, you can
use the Threaded Insert to attach the survey cap to the rod assembly. To do this
take the SS Drive Pin, attach it to the Treaded Insert, and then drive the Threaded
Insert into the socket of the survey cap. Be certain that the Threaded Insert has
been driven completely into the socket. Take the completed survey cap, remove
the SS Drive Pin, and using the DISC-LOCK washer (composed of two washers
mated together so the beveled sides are placed together to form a "ratchet"
appearance) attach the survey disk to the Top Security rod section by screwing the
cap down onto the Top Security rod section. Tighten firmly and securely using a
wrench. Goto STEP 11.

10. IF THE TOP SECURITY ROD SECTION NEEDS TO BE CUT, use the
compression-fit survey cap {with socket) to attached to the Top Security rod.
Make a mark approximately 1-inch (25 mm) from the top of the rod (this is where
the bottom of the survey cap socket should be driven to). Taking the compression-
fit cap, carefully tap the cap onto the Top Security rod using a rubber or urethane-
faced hammer and driving the cap completely onto the rod until it reaches the
mark on the rod. Be sure the cap is "square” on the rod.

11. Backfill and pack with fine-grained washed or play sand around rod section
(sand should be filled to about 20 inches (500 mm) below ground level). Place the
PVC pipe and BMAC Access Cover assembly over and around the rod. Tamp
BMAC assembly so it is flush with the ground. The survey cap on the rod should
be 3 inches (75 mm) below the BMAC Access Cover.

12. Prepare and place the concrete mix around the outside of the PVC pipe and
around the BMAC Access Cover, up to the top of the Cover. Trowel the concrete
until a smooth and neat finish is produced. Make certain that the concrete has not
"seeped" into the Cover or Cover screw. Remover the Access Cover Lid from the
Cover Frame and using water, rinse the frame and screw areas to insure no
concrete mix residue remains in these areas.



13. Continue to backfill and pack with sand inside the PVC pipe around the rod to
about 6 inches (150 mm) below ground level.

14. Remove all debris and excess dirt to leave area in original condition.

15. Install CARSONITE® model CBM-250 Boundary Marker Post to witness
and protect the monument assembly.

16. IMPORTANT: Whenever opening the BMAC Access Cover, protect the
threaded opening of the Access Cover Frame by using a piece of duct or masking
fape to cover this opening, when exposed, to prevent foreign objects from falling
into it. Take care in reinstalling the Access Cover Lid to prevent foreign objects
Jrom falling into the threaded opening while tightening screw of Access Cover Lid
into Access Cover Frame.

QUESTIONS? PLEASE CALL US FOR ASSISTANCE. CALL TOLL-
FREE IN THE U.S.A,,
CANADA, AND THE CARIBBEAN ISLANDS AT 1-800-356-7388.
OUTSIDE THE U.S.A., CALL 1-608-249-8549.
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Submit 1 Copy To Appropriate District State of New Mexico Form C-103

Qffice
District 1 Energy, Minerals and Natural Resources October 13, 2009
1625 N. French Dr., Hobbs, NM 88240 [ WELL API NO.
.
e rand Ave, Antesia, NM 82210 OIL CONSERVATION DIVISION ~ [-2002526884
Diswrict 01 1220 South St. F is Dr 5. Indicate Type of Lease
1000 Rio Brazos Rd., Aztec, NM 87410 - Francis Ur. STATE [] FEE xx[]
District IV Santa Fe, NM 87505 6. State Oil & Gas Lease No.
1220 8. St. Francis Dr., Santa Fe, NM
87505 ,
SUNDRY NOTICES AND REPORTS ON WELLS 7. Lease Name or Unit Agreement Name
(DC NOT USE THIS FORM FOR PROPOSALS TO DRILL OR TO DEEPEN OR PLUG BACK TO A
?'%m §£ssxvom USE "APPLICATION FOR PERMIT* (FORM C-101) FOR SUCH Eunice No # 001 BW - 002
1. Typeof Well: Oil Well []  Gas Well [] Other PBrine :-lwe" Number
2. Name of Operator 9. OGRID Number
BASIC Energy Services :
3. Address of Operator 10. Pool name or Wildcat
P.O. Box 10460 Midland Tx. 79702 Salado
4. Well Location
UnitLetter _ O : 630 feet from the South line and _ 2427 feet fromthe _East __line

Section 34 Township 218§ Range 37E NMPM County Lea
11. Elevation (Show whether DR, RKB, RT, GR, etc.)

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 ||
TEMPORARILY ABANDON [J CHANGE PLANS a COMMENCE DRILLING OPNS.[] PANDA O

FULLORALTERCASING [] MULTIPLECOMPL [J CASING/CEMENT JOB ]
DOWNHOLE COMMINGLE [J

OTHER: a OTHER: RUN 5.5 15.5# FJ J-55 FLA4S thread.

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 19.15.7.14 NMAC. For Multiple Completions: Attach wellbore diagram of

proposed completion or recompletion.
Weight of brine has fallen to 9.8, 9.9 Ibs/ gal might have lost integrity in & joint above btm hole assembly @ 1492.49' causing fresh water to comingle with brine on the way

up the casing.

8-7-12 MI EQUP RU well flowing back brine at fast rate bleeding back to stock tanks SDFN

8-8-12 ND WELL PCH LAYING DOWN TBG. CALL FOR NEW 2 7/3 J-55 PC TUBING 1540’ RIH W/scraper and 6 '4” bit POH

RIH with 7" PKR. sct @ 1390° was not able 1o hold psi on casing. Moved packer one joint higher same result POH with PKR. SDFN.

8-9-12 TIH W/Pkr. fplug set plug at 1375" test plug will not hold continued to move plug and pkr up hole to surface. Casing is in tact but orange pealed SDFN

8-10-12 Changed to softer element on packer set plug at 1250 tested up hole will psi to 500 then communicate around pkr. Notified Jim Griswold OCD and BES L.P. Sr.

VP Newman. SDFN
8-13-12 POH pla.fplug order 13755 %47 15.54 FJ J-55 FLAS waiting on AFE approval.

8-22-12 RIH with CIBP on wire line set @ 1390" bail dump 2sx on top wait on cmt. RIH tag top @ 1380°SDFN

8-23-12 Cut off 7" casing redregsed with Larken 92 77X 5.5 head. Csg on location and racked. SDFN

8-24-12 RIH w/ float shoe and collar. Shoe @ 1375’ Float Collar @ 1334.19" waiting on Cmt. Dress 5.5 Csg. W/ Larken K 5.5X 2 7/8 head.
8-25-12 RU BES LP cmt crew circulated twice volume capacity head away with 102 sx net C to surface circulated 25sx to pit. SDFN

8-27-12 RU Reverse unit TIH with 4 - 3.57 collars to top of shoe drill out to 1365' call OCD for MIT on Casing. SDFN

8-28-12 OCD Mark Whitnker gave approval to run MIT. Called Mark back after MIT good psi @ 400# for 35 min. drill down to 1507.5” SDFN. Please see MIT chart.
8-29-12 TD at 1550" left well flowing to stock tanks (psi oo formation due to conventional drilling) SDFN

8-30-12 NU well bead and placed back 1o production brine icsting at 10.1 # per gal will test for a few days.

9-6-12 9617 bbls fresh in 9284 bbls brine out show of 10 % brine to fresh. Testing from 8-30-12 to 9-6-12

Spud Date: Rig Release Date:

I hereby certi at the information abgye is true and complete to the best of my knowledge and belief.
SIGNA . ' TITLE_SENM Fluid Sales MGR. DATE_ @& /&

Type or print name DAVID ALVARADOQ E-ma:il address: david.alvarado (@basicenergyservices.com PHONE: 575.746 2072
For State Use Only

APPROVED BY: TITLE DATE
Conditions of Approval (if any):




Basic Energy Services LP

Eunice Brine # 001 Bw-002

630' FSL, 2427' FEL, Unit {O), Sec 34, T21S, RITE
API # 30-025-26884

CURRENT
112212014

278"

Surface Hole
Bit Size N/A

Inter. Hole
Bit Size NI/A

Ceamant Data:

Lead -

Tail -

Note -

Bit siza 8 3/4"

— S oy e mE P ww a

tm s am e mm s

TD @ 1818'

Tree Conection 2 7/8 J-55 PC TBG.

Production 2 7/8" J-55 PC TBG

Setting Depth 1544'

Surface Casing: NONE

SettingDepth @  N/A

Interm. Casing: NONE
Sotting Depth: NONE
Liner Casing 5.5 15.5% FJ
1028x "C" 20sx excess cir surf.
Sefting Depth 1375
Preduction Csg.: 7" 244 1 20%

700SX CIR, SURF
Setting Depth @ 1450’

PBTD: NO PBTD
OPEN HOLE yes
DEPTH OH 1300°




Submit To Appropriate Dustrict Office : R
Two Copies State of New Mexico - Form C-105
Digtrict | Energy, Minerals and Natural Resources Revised August 1, 2011

16_25_N. French Dr., Hobbs, NM 88240 1. WELL API NO.

Diistriet {1
811 S. First St., Artesia, NM 88210 : s Toror 3002526884
Dt I (il Conservation Dl\flslon 5 Tyve of Lease
1000 Rio Brazos Rd., Aztec, NM 87410 1220 South St. Francis Dr, [] state  [OFee [JFED/ANDIAN
1220 8. St. Francis Dr., Santa Fe, NM 87505 Santa Fe, NM 87505 3. State Oil & Gas Lease No.
WELL COMPLETION OR RECOMPLETION REPORT AND LOG  faiwnsn - R T
4. Reason for filing: S.  Lease Name or Unit Agreement Name
EUNICE BRINE BW-002
[} COMPLETION REPORT (Fill in boxes #1 through #31 for State and Fee wells only) &, Well Number:

[0 C-144 CLOSURE ATTACHMENT (Fill in baxes #1 through #9, #15 Date Rig Released and #32 and/or | #001

#33; artach this and the plat to the C-144 closure report in accordance with 19.15.17.13.K NMAC)

7. Type of Completion:
O New WELL JJIWORKOVER [] DEEPENING [JPLUGBACK [ DIFFERENT RESERVOR [JJOTHER SET 5.5 LINER IN 7"

8. Name of Operator  BASIC ENERGY SERVICES L.P. 9. OGRID

10. Address of Operator  P.O.10460 MIDLAND TX 79702 11. Pool name or Wildcat SALADO

12.Location | UnitLtr Section Township Range Lot Feet from the | S Linc Feet from the | E Line County
Q 34 218 37E 630° 2427 LEA
Surface;
BH:
13. Date Spudded | 14. Date T.D. Reached 15. Date Rig Released 16. Date Completed (Ready to Produce) 17. Elevations (DF and RKB,
7/1/80 7/7/80 T/17/80 RT, GR, etc.}
3426.5°
18. Total Measured Depth of Well 19. Plug Back Measured Depth 20. 'Was Directional Survey Made? 21. Type Electric and Other Logs Run
1816" N/A CBL, CIL
22. Producing Interval(s), of this completion - Top, Bottom, Name SALADO 1320° -
23. CASING RECORD (Report all strings set in well)
CASING SIZE WEIGHT LB./FT. DEPTH SET HOLE SIZE CEMENTING RECORD AMOUNT PULLED
7" 24 1450’ 8 %" 700 S§X SURF.,
24, LINER RECORD 25. TUBING RECORD
SIZE TOP BOTTOM SACKS CEMENT | SCREEN SIZE DEPTH SET PACKER SET
5.515.5# SURF. 13757 120sx “C"” 14.8 27/8J-55PC | 1544 N/A
8/25/12 PPG SURF,
26. Perforation record (interval, size, and number) OFEN HOLE 27. ACID, SHOT, FRACTURE, CEMENT, SQUEEZE, ETC.
DEPTH INTERVAL AMOUNT AND KIND MATERIAL USED
N/A N/A
28. PRODUCTION
Date First Production Production Method (Flowing, gas lift, pumping - Size and type pump) Well Status (Prod. or Shut-in)
FRESH WATER INDUCED THRU TBG. PROD.
Date of Test Hours Tested Choke Size Prod'n For 0il - Bbl Gas - MCF Water - Bbl. Gas - Oil Ratio
Test Period
Flow Tubing Casing Pressure Calculated 24- Gil - Bbl, Gas - MCF Water - Bbl. Oil Gravity - API - (Corr.)
Press. Hour Rate |
29 Disposition of Gas (Sold, used Jor fuel, vented, etc ) 30. Test Witnessed By
31. List Attachments
J2. 1t a temporary pit was used at the well, attach a plat with the focation of the temporary pit.
33, T an on-site burtal was used at the well, report the exact location of the on-site bunal:
Latitude Longitude NAD 1927 1983




I hereby cerlify that the z‘nformw on both sides of this form is true and complgte 1o the best of my knpwledge and belief _ , . /ia
Printed s ' 4 // )")‘_A-’rd/\‘
). AP s L et et Dot 7 =

Signatufe Name Title

E-mail Address 30/ ¥

INSTRUCTIONS

This form is to be filed with the appropriate District Office of the Division not later than 20 days after the completion of any newly-drilled or
deepened well and not later than 60 days after completion of closure. When submitted as a completion report, this shall be accompanied by one
copy of all electrical and radio-activity logs run on the well and a summary of all special tests conducted, including drill stem tests. All depths
reported shall be measured depths. In the case of directionally drilled wells, true vertical depths shall also be reported. For multiple
completions, items 11, 12 and 26-31 shall be reported for each zone.

INDICATE FORMATION TOPS IN CONFORMANCE WITH GEOGRAPHICAL SECTION OF STATE

Southeastern New Mexico Northwestern New Mexico

T. Anhy 668’ T. Canyon T. Ojo Alamo T. Penn A"

T. Salt 1235’ T. Strawn T. Kirtland T. Penn. "B"

B. Salt 240’ T. Atoka T. Fruitland T. Penn. "C"

T. Yates T. Miss T. Pictured Cliffs T. Penn. "D"

T. 7 Rivers T. Devonian T. Cliff House T, Leadville

T. Queen T. Silurian T. Menefee T. Madison

T. Grayburg T. Montoya T. Point Lookout T. Elbert

T. San Andres T. Simpson T. Mancos T. McCracken

T. Glorieta T. McKee T. Gallup T. Ignacio Otzte

T. Paddock T. Ellenburger Base Greenhorn T.Granite

T. Blinebry T. Gr. Wash T. Dakota

T, Tubb T. Delaware Sand T. Morrison

T. Drinkard T. Bone Springs T.Todilto

T. Abo T. T. Entrada

T. Wolfeamp T. T. Wingate

T. Penn T. T. Chinle

T. Cisco (Bough C) T. T. Permian

OIL OR GAS
SANDS OR ZONES
No., Lfrom...cocovrvivviiniiieien, 10 T No. 3, from....ooovvinviiiiiinnn, B0 e
No. 2, from........ooovviviiiinnnns L0 T TR . No. 4, from..........oonn 10t
IMPORTANT WATER SANDS
Include data on rate of water inflow and elevation to which water rose in hole.
NO. L oM. 1o O (= SRR
NO. 2, froM. e e (o T =1 SRS
No. 3, from.....oo oo eans 0 S |11 PR URTTR
LITHOLOGY RECORD (Attach additional sheet if necessary)
From | To | Thiekness Lithology From | To | Tekness Lithology
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COPRY -

Adopted 6-17-77
Revised 12-15-05

STATE OF NEW MEXICO
$50,000 BLANKET PLUGGING BOND

BOND NQO. RLB0011488

File with the OIL CONSERVATION DIVISION, 1220 South St. Francis, Santa Fe, New Mexico 87505

KNOW ALL MEN BY THESE PRESENTS:

That Basic Energy Services, L.P. , (an individual — If dba, must read - Example: John Doe
dba ABC Services) (a corporation) (a general partnership), (a limited liability company) (a limited partnership)
organized in the State of Texas , and authorized to do business in the state of New Mexico, as
PRINCIPAL, and RLI Insurance Company , a corporation organized and existing under the
laws of the State of Illinois and authorized to do business in the State of New
Mexico, as SURETY, are firmly bound unto the State of New Mexico for the use and benefit of the Oil
Conservation Division of the Energy, Minerals and Natural Resources Department (or successor agency) (the
DIVISION) pursuant to NMSA 1978, Section 70-2-14, as amended, in the sum of Fifty Thousand Dollars
(850,000) for the payment of which the PRINCIPAL and SURETY hereby bind themselves and their
successors, jointly and severally, firmly by these presents.

The conditions of this obligation are such that:

WHEREAS, the PRINCIPAL has commenced or may commence the drilling of a well or wells to
prospect for and/or produce oil or gas, carbon dioxide gas, helium gas or brine minerals, or an injection or other
service well or wells related to such exploration or production, on privately owned or state owned lands within
the State of New Mexico, or does own or operate, or may acquire, own or operate such a well or such wells, the
identification and location of said wells being expressly waived by both PRINCIPAL and SURETY.

NOW, THEREFORE, if the PRINCIPAL and SURETY or either of them or their successors or assigns,
or any of them, shall cause all of said wells to be properly plugged and abandoned when dry or when no longer
productive or useful for other beneficial purpose, in accordance with the rules and orders of the DIVISION,
including but not limited to Rules 101 [19.15.3.101 NMAC] and 202 [19.15.4.202 NMAC], as such rules now

exist or may hereafter be amended;

THEN AND IN THAT EVENT, this obligation shall be null and void; otherwise, and in default of
complete compliance with any and all of said obligations, the same shall remain in full force and effect.

PROVIDED HOWEVER, that 30 days after receipt by the DIVISION of written notice of cancellation
from the SURETY, the obligation of the SURETY shall terminate as to wells acquired, drilled or started, or of
which PRINCIPAL assumes operation, after said 30-day period, but shall continue in effect, notwithstanding
said notice, as to wells theretofore acquired, drilled, started or operated.

Basic Enexqgy Services, L.P. RLI Insurance Company

PRINCIPAL SURETY
400 West Illinois, Suite 800 8 Greenway Plaza, Suite 400
Midland, TX 79701 Houston, TX 77046
Address Addrﬁs7 i
{ = / 2 7" Q-Y v
By By %"// ; ’
Signature Attorney-in-Fact

Paul M. O'Sullivan
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Form O & G B-B

ACKNOWLEDGMENT FORM FOR INDIVIDUAL
(If dba, must read — Example: John Doe dba ABC Services)

STATE OF )
COUNTY OF o

This Instrument was acknowledged before me on this day of
by

(Name of Individual)

Notary Public

SEAL

My Commission Expires

ACKNOWLEDGMENT FORM FOR CORPORATION, PARTNERSHIP, OR LIMITED LIABILITY

COMPANY
STATE OF )
SS.
COUNTY OF )
This Instrument was acknowledged before me on this day 20
by as
(Name of Person Signing Instrument ) (Capacity, e.g. President, Partner, Manager, Member)

of

(Name of Corporation, Partnership, Limited Liability Company)

Notary Public
SEAL
My Commission Expires
ACKNOWLEDGMENT FORM FOR CORPORATE SURETY
STATE OF Texas )
SS.
COUNTY OF Harris )
This Instrument was acknowledged before me on this __10th day of April 20 pq
by Paul M. O'Sullivan , as Attorney-in-Fact for RLI Insurance Company
(Name of Attorney-in-Fact) (Name of Corporaléu%
) LK ':;_; Notary Public >
J : / Robbie’” Duxbury
SEAL
01-05-2009

My Commission Expires



RLB0011488

Mo s s o POWER OF ATTORNEY

RLI Insurance Company
Know All Men by These Presents:

That the RLIINSURANCE COMPANY, a corporation organized and existing under the laws of the State of Illinois, and authorized and licensed
to do bus;iness in all states and the District of Columbia does hereby make, constitute and appoint: PAUL M. O'SULLIVAN
in the Citb' of _HOUSTON , State of _TEXAS , as Attorney-in-Fact, with full power and authority hereby conferred upon him to sign,

execute, q’cknowledge and deliver for and on its behalf as Surety and as its act and deed, all of the following classes of documents to-wit:
$50,000.00

Indemnity, Surety and Undertakings that may be desired by contract, or may be given in any action or proceeding in any court of law
or equin; policies indemnifying employers against loss or damage caused by the misconduct of their employees; official, bail and
surety and fidelity bonds. Indemnity in all cases where indemnity may be lawfully given; and with full power and authority to
execute consents and waivers to modify or change or extend any bond or document executed for this Company, and to compromise
and setkle any and all claims or demands made or existing against said Company.

The RLI IFSURANCE COMPANY further certifies that the following is a true and exact copy of a Resolution adopted by the Board of
Directors ;of RLI Insurance Company, and now in force to-wit:

“All bomds, policies, undertakings, Powers of Attorney, or other obligations of the corporation shall be executed in the corporate
name of the Company by the President, Secretary, any Assistant Secretary, Treasurer, or any Vice President, or by such other officers
as the Joard of Directors may authorize. The President, any Vice President, Secretary, any Assistant Secretary, or the Treasurer may
appoint Attorneys-in-Fact or Agents who shall have authority to issue bonds, policies, or undertakings in the name of the Company.
The co:lporate seal is not necessary for the validity of any bonds, policies, undertakings, Powers-of-Attorney, or other obligations of
the corporation. The signature of any such officer and the corporate seal may be printed by facsimile.”

{Blue shaded areas above indicate authenticity)

IN WITNESS WHEREOF, the RLI Insurance Company has caused these presents to be executed by its ___PRESIDENT _ with its
corporate|seal affixed this
i gy,

ATTEST:

o
SIS oRPORG, G2 RLI INSURANCE COMPANY
e K 2z - \""VLL
et At T0E MR
s “ SEAL R § \J presioent
&

U CORPORATE SECRETARY s e
- .
’/ .l
State of llingis ) “, "tagen®’
S R T
County of Pegria ) ”"”Humll“‘\“

On thisl 0 ‘day of April 2008 before me, a Notary Public, personally appeared Michael J. Stone and Jean M. Stephenson. who being by me
duly sworn, acknowledged thal they signed the above Power of Attorney as President and Corporate Secretary, respectively, of the said RLI INSURANCE
COMPANY, and acknowledged said instrument to be the voluntary act and deed of said corporation.

OFFICIAL SEAL

CHERIE L. MONTGOMERY
COMMISSION EXPIRES 02/02/12

YYYYYYYY

UICS 904 (02/08)
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ONLINE ) ersion
NEW MEXICO STATE LAND OFFICE - 0Oil, Gas, and Minerals Division
BOND FOR CONTRACT PERFORMANCE AND SURFACE OR IMPROVEMENT DAMAGE
Surface Improvement Damage Megabond
BOND NO. RLB0012472
(For use of Surety Company;

BOND NO.

Know all men by these presents (For use of State Land Office)
Basic Energy Services, LP ‘ , as Principal,

and RLI Insurance Company , as Surety, a corporation organized,

existing and doing business under and by virtue of the laws of the State of lllinois and

authorized to transact a surety business in the State of New Mexico, are held and firmly bound unto the New Mexico
Commissioner of Public Lands in the sum of Twenty-five Thousand Dollars ($25,000) for the following uses:

1. For the use and benefit of the Commissioner, to secure the performance of said Principal as lessee under
one or more state leases or permits for minerals, oil and gas, coal or geothermal resources or as holder under one or
more state rights-of-way or easements which Principal has heretofore executed or may hereafier execuie with the
Commissioner; and

2. For the use and benefit of the Commissioner, state surface lessees, state land contract purchasers, state
patentees, and their successors and assigns, lo pay for damages to the surface of lands subject to a siate lease or permi!
for minerals, oil and gas, coal or geothermal resources or a state right-of-way or easement held by Principal, or for
damages to surface improvements located thereon, suffered by reason of Principal's operations under a state lease or
permit for minerals, oil and gas, coal or geothermal resources or under a state right-of-way or easement.

For the payment of said sum, well and truly to be made, Principal and Surety bind themselves, their heirs,
execuiors, administrators, successors and assigns, jointly and severally.

The conditions of the foregoing obligations are:

1. If the above bound Principal or its successors or assigns shall well and truly perform and keep all terms.
covenants, conditions, and requirements of all state leases for minerals, oil and gas, coal or geothermal resources and
of all state rights-of-way and easements heretofore or hereafter executed by the Commissioner and Principal, including
the payment of royalties when due and compliance with all established mining plans; and

2. If Principal or its successors or assigns shall in all respects make good and sufficient recompense,
satisfaction or payment to the Commissioner of Public Lands for damages to the surface of lands subject io a state
lease or permit for minerals, oil and gas, coal or geothermal resources or a state right-of-way or easement held by
Principal and for damages to livestock, water, crops, tangible improvements or surface improvements of any kind
located thereon suffered by reason of Principal’s operations under such state lease, permit, right-of-way or easement
heretofore or hereafier executed by the Commissioner and Principal;

THEN, the obligation to pay the sum of Twenty-five Thousand Dollars ($25,000) shall be null and void.

If. however, Principal shall default or otherwise fail in performance under such state lease, permit, right-of-
way or easement, including the failure to pay royalties when due or to comply with established mining plans, or if
Principal shall fuil or refuse to make good and sufficient recompense, satisfaction or payment to the Commissioner for
damages to the surface of the above designated lands or to improvements located thereon, then the obligation to pay
said sum shall remain in full force and effect.

The liability of Surety upon this bond shall not expire upon the termination of any stalte lease or permit or any




COPRY

renewal or extension thereof for minerals, oil and gas, coal or geothermal resources or any state right-of-way or
easement or any renewal or extension thereof which Principal or its successors or assigns has heretofore executed or
may hereafier execute with the Commissioner, but shall be and remain in full force and effect until released in writing
by the Commissioner of Public Lands.

Principal and Surety further agree that in the event an action is brought on this bond and a court of competent
Jurisdiction determines Principal or Surety is in breach of the agreements contained in this bond, Principal or Surety or
both of them shall pay to the Commissioner the costs associated with the recovery of the amounts due hereunder,
including reasonable attorneys' fees.

This bond is executed pursuant 1o the laws of the State of New Mexico, including Sections 19-8-24, 19-9-12,
19-10-26, 19-13-19, and 46-6-1 through -9, NMSA 1978,

The premium for which this bond is written is — Dollars.
In witness whereof we hereunto set our hands this 261 _day of March = 20 09

Basic Energy Services, LP RLI Insurance Company
PRINCIPAL SURETY
P.Q. Box 10460, Midland, TX 79702-7460 8 Greenway Piaza, Suite 400, Houston, TX 77046
Address Address v ( - ; /.
BY BY 2 27). O (é—\
Signature Attorney-in-Fact Signature Paul M. O'Sullivan
Title
{(Note: Principal, if corporation, affix (Note: Corporate surety, affix
Corporate seal here.) Corporate seal here.)

ACKNOWLEDGMENT FORM FOR NATURAL PERSONS

STATE OF )
)88
COUNTY OF )
On this day of , 20
before me personally appeared , to me known to

be the person(s) described in and who executed the same as (his, her, their) free act and deed.

IN WITNESS WHEREOF, 1 have hereunto set my hand and seal on the day and year in this certificate first above written.

My commission expires Notary Public name Signature, notary

(Noitary Seal)

Revised for Web October 2004 ONTINE VERSION - Megabond 2
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ACKNOWLEDGMENT FORM FOR CORPORATION

STATE OF )
) 8S.

COUNTY OF )

On this day of , 20

before me personally appeared . to me personally known, who, being by

me duly sworn, did say that s/ he is of
and that this instrument was signed and sealed on behalf of said corporation by authority of its board of directors, and

acknowledged said instrument to be the free act and deed of said corporation.
IN WITNESS WHEREOF, | have hereunto set my hand and seal on the day and year in this certificate first above written.

My commission expires Notary Public name Signature notary
(Notary Seal)
ACKNOWLEDGMENT FORM FOR CORPORATE SURETY
STATE OF Texas
. ) ss.
COUNTY OF Haris )
Onthis__ 281 dayof March ,20_08
before me personally appeared Paul M. O'Sullivan , to me personally known, who, being
by me duly sworn, did say that s/ he is Attorney-in-Fact of RLI Insurance Company

and that this instrument was signed and sealed on behalf of said corporation by authority of its board of directors, and

acknowledged said instrument to be the free act and deed of said corporation.
IN WITNESS WHEREOF, I have hereunto set my hand and seal on the day and year in this certificate first

above wrilten.
July 22, 2008 Nancy Cruz
My commission expires Notary Public name
St el maEets ataath s 0 ot altied e
APPROVED this day of , 20

COMMISSIONER OF PUBLIC LANDS

NOTE: File before development or operations are commenced, with:
Commissioner of Public Lands
New Mexico State Land Office, OGMD
P.O. Box 1148 or 310 Old Santa Fe Trail
Santa Fe, New Mexico 87504-1148 Santa Fe, NM 87501-2708

Revised for Web October 2004 ONLENE V] RNION 3
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RLI .

RLI Surety POWER OF ATTORNEY

A division of RLI insurance Company
RLI Insurance Company
Know All Men by These Presents:

Thal the RLI INSURANCE COMPANY. a corporation organized and existing under the laws of the State of Illinois, and authorized and licensed
PAUL M. O’SULLIVAN

lo do business in all stales and the District of Columbia does hereby make, constitute and appoint:

in the City of _HOUSTON . State of TEXAS ., as Attorney-in-Facl, with full power and authority hereby conferred upon him to sign.

execute, acknowledge and deliver for and on its behalf as Surety and as its acl and deed, all of the following classes of documents to-wit:

$25,000.00

indemnity, Surety and lindertakings that may be desired by contract, or may be given in any action or proceeding in any court of law
or equily; policies indemnifying employers against loss or damage caused by the misconduct of their employees; official, bail and
surety and fidelity bonds. Indemnity in all cases where indemnity may be lawfully given; and with full power and authority to
execule consents and waivers to modify or change or extend any bond or document executed for this Company, and to compromise
and settle any and all claims or demands made or existing against said Company.

The RLI INSURANCE COMPANY further cerlifies that the following is & true and exact copy of @ Resolution adopted by the Board of
Inirectors of RLI Insurance Company, and now in force to-wit:

“All bonds, policies, undertakings, Powers of Attorney, or other obligations of the corporation shall be executed in the corporate
name of the Company by the President, Secretary, any Assistant Secretary, Treasurer, or any Vice President, or by such other officers
as the Board of Directors may authorize. The President, any Vice President, Secretary, any Assistant Secretary, or the Treasurer may
appoint Attorneys-in-Fact or Agents who shall have aulhority to issue bonds, policies, or undertakings in the name of the Company.
The corporate seal is not necessary for the validity of any bonds, policies, undertakings, Powers-oi-Attorney, or other obligations of
the corporation. The signature of any such officer and the corporate seal may be printed by facsimile.”

(Blue shaded areas above indicate authenticity)

IN WITNESS WHEREOF, the RLI Insurance Company has caused Lhese presents to be executed by its PRESIDENT with its

corporate seal affixed this
‘““l‘illljr”“

/s,
N y
\\ \\ QhN. Ll .?OQIJ’I
ATTEST: S5 o®P0Rg, Y2 RLI INSURANCE COMPANY
Sy c "2z
7’1 X3 — o~ s =
y ' : ~SEAL: ¢ N
CORPORATE SECRETARY Z e F s PRESIDENT
Z . 5 N
State of [linos J ) ‘e, " W >
) oss UL 0N
County of Peoria ) ""u,““ m\\‘“\\

(m this 26 day of Mar. 2009 before me, u Notary Public, personally appeared Michael J. Slone and Jean M. Stephenson, who being by me
duly sworn, acknowledged that they signed the above Power of Atlorney as President and Corporate Secretary, respectively, of the said RLI INSURANCE

COMPANY, and acknowledged said instrumenl to be the voluntary act and deed of said corporation.

Chings ({Mmf?w?ﬁ

Notary Public !

“OFFICIAL SEAL”

CHERIE L. MONTGOMERY
COMMISSION EXPIRES 02/02/12

NOTARY
PUBLIC
STATE OF
ILLIND'S

FIYYPYYYYYY S

UICS 904 (02/08)
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Chavez, Carl J, EMNRD

From: Chavez, Carl J, EMNRD

Sent: Friday, September 25, 2009 1:48 PM

To: ‘Prather, Steve'; ‘gandy2 @leaco.net'’; 'James Millett'; 'Clay Wilson'; 'Bob Patterson'; 'Blevins,
Sam'; 'David Pyeatt'; 'garymschubert@aol.com'

Cc: Sanchez, Daniel J., EMNRD; VonGonten, Gienn, EMNRD; Griswold, Jim, EMNRD; Jones,
William V., EMNRD

Subject: New Mexico Oil Conservation Division Class Il Solution Mining Well Operator Notice--

ANNUAL REPORTS

Gentlemen:
Re: Annual Reporting

You are receiving this message because you are currently operating a Underground Injection Control (UIC) Class IlI
Solution Mining Well in New Mexico under an Qil Conservation Division (OCD) Discharge Permit. You may be aware of
the most recent events related to OCD Class !l Wells in New Mexico and can find out more by visiting the OCD’s Webste
at http://www.emnrd.state.nm.us/OCD/brinewells.htm and OCD Brine Well Work Group Website at
http://ocdimage.emnrd.state.nm.us/imaging/AEOrderFileView.aspx?appNo=pCJC0906359521.

The OCD is writing to inform you that it will be monitoring the receipt of your “Annual Reports” under the applicable
section of your OCD discharge permit. The OCD has been deficient in tracking reporting obligations in the past; however,
the OCD has recently upgraded our online system to track operators who are not meeting the reporting requirements
specified in OCD Discharge Permits. Please plan on submitting the report with the required information by the date
required in your discharge permit.

To access your OCD Discharge Permit Online for the date of submittal and contents of the report, please go to OCD
Online at http://ocdimage.emnrd.state.nm.us/imaging/AEOrderCriteria.aspx (enter “Order Type” as BW and your “Order
Number”). If you have not submitted an Annual Report (report) for your well, a historical review of your injection and
production records will be required in order to provide cumulative injection and production information in this year’s
report.

Please contact me if you have questions or need assistance.

Thank you in advance for your cooperation in this matter.

Copy: Brine Well Files BWs 2, 4, 8, 22, 25, 27, 28, 30 & 31

Carl J. Chavez, CHMM

New Mexico Energy, Minerals & Natural Resources Dept.
Oil Conservation Division, Environmental Bureau

1220 South St. Francis Dr., Santa Fe, New Mexico 87505
Office: (505) 476-3490

Fax: (505) 476-3462

E-mail: CarlJ.Chavez @ state.nm.us

Website: http://www.emnrd.state.nm.us/ocd/index.htm

(Pollution Prevention Guidance is under "Publications”)




