PECOS DISTRICT 20 01903206
CONDITIONS OF APPROVAL

OPERATOR’S NAME: | YATES PETROLEUM CORPORATION
LEASE NO.: | NM88136 - ~
WELL NAME & NO.: | 3H CORRAL DRAW AQH FEDERAL
SURFACE HOLE FOOTAGE: | 330’ FSL & 2310 FWL
BOTTOM HOLE FOOTAGE | 330’ FNL & 1980° FWL .
» ' LOCATION: | Section'13, T.24 S., R.29 E., NMPM
COUNTY: | Eddy County, New Mexico
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GENERAL PROVISION S

The approval of the Appllcauon For Permit To Dnll (APD)is in compllance with all
applicable laws and regulations: 43 Code of Federal Regulations 3160, the lease terms,
Onshore Oil and Gas Orders, Notices To Lessees, New Mexico Oil Conservation
Division (NMOCD) Rules, National Historical Preservation Act As Amended, and
instructions and orders of the Authorized Officer. Any request for a variance shall be
submitted to the Authorized Officer on Form 31 60 5, Sundry Notices and Report on
Wells. - ‘ »

,PER'MIT EXPIRATION

If the permit terminates prior to'drilling and drilling cannot be commenced within 60
days after expiration, an operator is required to submit Form 3160-5, Sundry No‘uces and
Reports on Wells, requesting surface reclamation requirements for any surface ‘
disturbance. However, if the operator will be able to initiate drilling within 60 days after
the expiration of the permit, the operator must have set the conductor pipe in order to .
allow for an extension of 60 days beyond the expiration date of the APD. (Filing of a
Sundry Notice is required for this 60 day extension.) :

ARCHAEOLOGICAL, PALEONTOLOGY & HISTORICAL SITES

Any cultural and/or paleontological resourcé discovered by the operatof or hy any person
working on the operator s behalf shall immediately report such findings to the Authorized

‘Officer. The operator is fully accountable for the actions of their contractors and

subcontractors. The operator shall suspend all operations in the immediate area of such

discovery until written authorization to proceed is issued by the Authorized Officer. An

evaluation of the discovery shall be made by the Authorized Officer to determine the
appropriate actions that shall be required to prevent the loss of significant cultural or .
scientific values of the dlscovery The operator shall be held responsible for the cost of

"the proper mitigation measures that the Authorized Officer assesses after consultation

with the operator on the evaluation and decisions of the discovery. Any unauth'orized'

- collection or disturbance of cultural or paleontological resources may result in a
g shutdown order by the Authorlzed Officer.

IV, NOXIOUS WEEDS

~ The operator shall be held responsible if noxious weeds become established w1th1n the

areas of operations. Weed control shall be required on the disturbed land where noxious

- weeds exist, which includes the roads, pads, associated pipeline corridor, and adjacent -

land affected by the establishment of weeds due to this action. The operator shall consult
with the Authorized Officer for acceptable weed control methods which mclude :
foi]owmg EPA and BLM requlrements and policies.
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V. SPECIAL REQUIREMENT(S)
Cave and Karst

*x Dependmg on locatron addmonal Drilling, Casing, and Cementing procedures may be requrred
by engmeermg to protect crrtlcal karst groundwater recharge areas. ,

Cave/Karst Surface Mlggatlon

The following stipulations w111 be appl1ed to minimize impacts during constructron drlllmg and
production. '

C onstructlon

In the advent that any underground vords are opened up during construction act1v1t1es
- construction activities will be halted and the BLM wrll be not1f1ed immediately.

: No Blastlng

No blasting ‘will be utilized for pad construction. ‘The pad will be constructed and leveled
‘by addrng the necessary fill and caliche.

Pad Bermmg

- The pad will be bermed to-prevent oil, salt and other chemical contammants from
* leaving the pad All sides will be bermed '

Tank Battery Liners and Berms: - .

Tank battery locations will be lined and bermed 'A 20 mil permanent lmer will be.
- installed with a 4 oz. felt backing to prevent tears or punctures. Tank battery berms must
- be large enough to contain 1 %2 times the content of the largest tank.

" Leak Detection System: .
A method of detecting leaks is required. The method could 1ncorporate gauges to
measure loss, situating values and lines so they can be visually inspected, or installing

electronic sensors to alarm when a leak is present. Leak detection plan will be subm1tted
to BLM for approval. :

Automatlc Shut-off Systems: :
Automatic shut off, check values, or similar systems will be installed for prpelmes and -
tanks to minimize the effects of catastrophrc line failures used in production or drilling.

Cave/Karst Subsurface Mltlg_tlon

. The following stipulations will be applied to protect cave/karst and ground water
 concerns:

: Rotary Drllhng wrth Fresh Water:
. Fresh water will be used as a circulating medium in zones where caves or karst features _
- are expected SEE ALSO Drilling COAs for this well.
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Directional Drilling: - A -
" Kick off for directional drilling w1ll occur at least 100 feet below the bottom of the cave .
occurrence zone. SEE ALSO Drlllmg COAs for this well.

Lost Clrculatlon

ALL lost circulation zones from the surface to the base of the cave occurrence zone w1l] be
logged and reported in the drxlllng report.

Regardless of the type of drlllmg machmery used, if a void of four feet or more and
circulation losses greater than 70 percent occur simultaneously while drilling in any cave-
bearing zone, the BLM will be notified immediately by the operator. The BLM will

~assess the situation and work with the operator on corrective actlons to resolve the
'problem :

‘Abandonment Cementmg
Upon well abandonment in high cave karst areas additional pluggmg conditions of -

approval may be required. The BLM will assess the situation and work with the operator
to ensure proper plugging of the wellbore

' Pressure Testing: ~
Annual pressure monitoring will be performed by the operator on all casing annuli and
reported in a sundry notice. If the test results.indicated a casing failure has occurred,

- remedial action will be undertaken to correct the problem to the BLM’s approval. .

Vlsual Resources Management

To minimize the v1sual impacts the following COA(s) w1ll apply:
Above-ground structures including meter housing that are not subject to safety

requirements are painted a flat non-reflective palnt color Shale Green, Munsell Soil Color
No. 5Y 4/2” o

Low-profile tanks not greater than eight feet high shall be used to minimize visual
impacts to the natural features of the landscape.

_The pro‘posed‘ construction will be limited to the approved pad size. |

' Any existing tanks will be replaced with a low profile tank and painted the sarne eelor.as.
the proposed tanks. '

Upon completion of the well and installation of the production facilities (if the well is a
producer) the pad will be reclaimed back to a size necessary for production operations
only. The edges will be recontoured and the extra caliche and pad material will be hauled
off-site. The BLM may require additional reclamatlon dependmg upon vegetation *

. Tecovery. :
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The reclaimed area will be recon"tﬁiifé&:‘éﬁd reseeded éi‘céording to vegetation and soil
©type. ‘ : '
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VI1.. CONSTRUCTION

A. - NOTIFICATION

The BLM shall administer compliance and monitor construction of the access road and ‘
~well pad. Notify the Carlsbad Field Office at (575) 234- 6235 at least 3 working days
prior to commencing construction of the access road and/or well pad.

When construction operatlons are being conducted on this well, the operator shall have
the approved APD and Conditions of Approval (COA) on the well site and they shall be
made avarlable upon request by the Authorized Officer.

B. TOPSOIL

The operator shall stockpile the topsoil in a low proﬁle manner in order to prevent
- wind/water erosion of the topsoil. The topsoil to be stripped is approximately 4 inches in
depth. The topsoil will be used for interim and final reclamation.
C.  CLOSED LOOP SYSTEM
Tanks are required for drilling operations: No Pits.
The operator shall properly dispose ol drilling contents at an authorized disposal site.

D. F EDERAL MINERAL MATERIALS PIT

Payment shall be miade to the BLM prror to removal of any federal mineral materrals
Call the Carlsbad Field Office at (575) 234-5972.-

E. WELL PAD SURFACING
- .Surfacing of the well pad is not requrred

If the operator elects to surface the well pad, the surfacmg material may be requlred to be’
removed at the time of reclamation.

The well pad shall be constructed in a manner which creates the smallest possrble surface '
disturbance, consistent with safety and operational needs.

F. ON LEASE ACCESS ROADS

" Road Width .
The access road shall have a driving surface that creates the smallest possrble surface
disturbance and does not exceed fourteen (14) feet in width. The maximum width of
. surface disturbance, when constructing the access road, shall not exceed twenty (20) feet.
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Surfacmg - Gl RVNRY

Surfacing material is not requlred on the new access road driving surface. If the operator
~ elects to surface the new access road or pad, the surfacmg materlal may be requ1red to be
removed at the time of reclamatlon S

Where p0551ble no 1mprovements should be made on the unsurfaced access road other

‘than to remove vegetation as necessary, road irregularities, safety issues, or to fill low
areas that may sustain standmg water.

The Authorized Officer reserves the right to require surfacing of any portion of the access -
road at any time deemed necessary. Surfacmg may be required in the event the road
deteriorates, erodes, road traffic increases, or it is determined to be beneficial for future

field development. The surfacing depth and type of material will be determined at the
time of notification. «

Crowning : -

- Crowning shall be done on the access road drlvmg surface The road crown shall have a
grade of approximately 2% (i.e., a 1" crown on a 14’ wide road). The road shall conform
to Figure 1; cross section and plans for typical road construction.

Ditching‘ .
Ditching shall be required on both sides of the road.

. Turnouts :

Vehicle turnouts shall be constructed o the road. Turnouts shall be intervisible with
interval spacing distance less than 1000 feet. Turnouts shall be constructed on aIl bllnd
curves. Turnouts shall conform to the following diagram: B

.Standard Turnout - Plan‘Vi'ew )

(147 mewmseemsomaex Centedine of Road DAving Surfage === === mu e me s e nsemnin
¥
. [ ) . Y 3
25\ lm* /»/%
500
" Drainage

Drainage control systems shall be constructed on the entire length of road (e.g. dltches K
.sidehill outsloping and insloping, lead-off ditches, culvert mstallatron and low water
. crossmgs)

A typical lead off ditch has a minimum depth of 1 foot below and a berm of 6 inches
above natural ground level. The berm shall be on the down slope side of the lead off
' d1tch ’

Cross Section of a Typical Lead-off Ditch
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1! Minimtlrn Depth

‘Natural Ground Level,

on .
- Dowhn Slope
“Side

All lead-off ditches shall be graded to drain water with a 1 percent minimum to 3 percent
‘maximum ditch slope. The spacing interval are variable for lead-off ditches and shall be
determined according to the formula for spacing intervals of lead-off ditches, but may be
amended depending upon existing soil types and centerline road slope (in %);

" Formula for Spacing Interval of Lead-off Ditches

Example On a 4% road slope that is 400 feet long, the water flow shall drain water
into a lead-off ditch. Spacmg interval shall be deterrmned by the followmg formula

. 400 foot road with 4% road slope: _400' + 100" =200 lead off dl'[Ch mterval
‘ ‘ : 4%

‘ Culvert Installations
' Appropr1ately sized culvert(s) shall be installed at the deep waterway channel flow

erossmg
Cattleguards ‘
An appropr1ately sized cattleguard(s) sufficient to carry | out the prOJect shall be 1nstalled -
and mamtamed at fence crossing(s). :

Any existing cattleguard(s) o'n the access road shall be Are‘poired or replaced if they a;e |
damaged or have deteriorated beyond practical use. The operator shall be responsible for
the condition of the ex1st1ng cattleguard(s) that are in place and are utilized during lease :
operations. :
A gate shall be constructed and fastened éecurely to H-braces.

Fence Requirement

Where entry is requlred across a fence lme the fence shall be braced and tled off on both
' s1des of the passageway prior to cuttmg :

" The operator shall notlfy the prlvate surface landowner or the grazing allotment holder
prior to crossing any fence(s) ' -

Public 'Access
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Publlc access on this road shall not be restrlcted by the operator without spec1ﬁc written
approval granted by the Authorlzed Ofﬁcer

Figure 1 - Cross Sections and. Plans For Typical Road Sections
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VIL DRILLING e
A.  DRILLING OPERATIONS REQUIREMENTS

The BLM is to be notlf ed a minimum of 4 hours in advance for a representatlve to
witness: -

Spuddmg well

a
' b. Setting and/or Cementing of all casmg strings -
c¢. BOPE tests

X Eddy County
"+ Call the Carlsbad Field Office: 620 East Greene St Carlsbad, NM 88220,
(575) 361-2822

1. Although Hydrogen 'Sulfide has not been reported in the‘area, it is always él,
potential hazard. If Hydrogen Sulfide is encountered, please report measured
amounts and formations to the BLM. - :

2. Unless the production casing has been run and cemented or the well has been
properly plugged, the drilling rig shall not be removed from over the hole w1thout
prior approval. If the drilling rig is removed without approval — an Incldent of
Non-Compliance will be written and will be a “Major” violation.

3. Floor controls are requlred for 3M or Greater systems. These controls w1ll be on the
rig floor, unobstructed, readily actessible to thé driller and will be operational at all
times during drilling and/or completion activities. Rig floor is defined as the area
immediately around the rotary table; the area immediately above the substructure on_
which the draw works is located, this does not include the dog house or stairway area.

4. The record of the drilling rate along with the GR/N well log run in the vertical

- portion of hole shall be submitted to the BLM office as well as all other logs run -
on the borehole 30 days from completion. If available, a digital copy of the logs
is to be submitted in addition to the paper copies. The Rustler top and top and
bottom of Salt are to be recorded on the Completion Report

B.  CASING
:Changes to the'épp'roved APD casnhg and cement program require submitting a
sundry and receiving approval prior to work. Failure to obtain approval prlor to

~work will result in an Incident of Non- Compllance bemg issued.

iCentr'alizers r‘equired on surface casing per Onshore Order 2.1ILB.1.f.
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Wait on cement (WOC) time prlor to drlllmg out for a prlmary cement job will be'a ,
* minimum 18 hours for a water basin, 24 hours in the potash area, or 500 pounds
compressive strength, whichever is greater for all casing strings. DURING THIS
WOC TIME, NO DRILL PIPE, ETC. SHALL BE RUN IN THE HOLE. Provide
compressive strengths including hours to reach required S00 pounds compressive
strength prior to cementing each casing string. See md1v1dual casmg strings for
details regardmg lead cement slurry requlrements :

No pea gravel permltted for remedlal or fall back remedial without prior
authorlzatlon from the BLM engineer.

Medium cave/karst ‘ : . h
Possible lost circulation in the Delaware and Bone Springs formations

I. The 13-3/8 inch surface casing shall be set at approximately 500 feet (a minimum -
of 25 feet into the Rustler Anhydrite and above the salt) and cemented to the

surface. If the salt is encountered at a shallower depth, the casmg must be set 25’
_above the top of the salt.

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

to verify the top of the cement. Temperature survey will be run a minimum of

six hours after pumping cement and ideally between 8-10 hours after
completing the cement job.

'b. Wait on cement (WOC) time for a prlmary cement job is'to mclude the
lead cement slurry

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

d. If cement falls back, remedlal cementmg will be done prior to drilling out that
string. . '

2. The minimum required fill of cement behind the 8-5/8” inch intermediate casing is:
‘The intermediate should be set in the Fletcher Anhydrite or Lamar leestone at
_approximately 3150 feet.

X Cement to surface. If cement does net circulate see B.1 .a, c-d above. Wait on
- cement (WOC) time for a primary cement job is to include the lead

cement slurry due to cave/karst.

Centrallzers requlred on horlzontal leg, must be type for horlzontal serviceand a -
minimum of one every other joint.
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3. The minimum required fill of cement behind thie 5-1/2 inch production casing is:
a. First stage to DV tool, cement shall:

- | Cement to circulate. If cement does not circulate, contact the approprlate
BLM office before proceeding with second stage cement job. - Operator should
have plans as to how they will achieve circulation on the next stage.

b. Second stage above DV tool cement shall:

Cement to circulate. If cement does not circulate, contact the appropriate
BLM office before proceeding with the third stage cement job.

c. . Third stage above second DV tool, cement shall:

@ Cement to surface. If cement does not c1rculate contact the appropnate BLM
office. :

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

C. - PRESSURE CONTROL

1. All blowout preventer (BOP) and related equipment (BOPE) shall co‘mply with well
control requirements as descrlbed in Onshore Oil and Gas Order No. 2 and APIRP 53
~Sec. 17. . 4 -

2. Minimum working pressure of thé blowout preventer (BOP) and related equipment
(BOPE) required for drilling below the surface casing shoe shall be 3000 (3M) psi. -

3.. The appropriate BLM office shall be notified a minimum of 4 hours in advance for a R
' representative to witness the tests.

a. In a water basin, for all casing strings utilizing slips, these are to be set as soon
as the crew and rig are ready and any fallback cement remediation has been
done. The casing cut-off and BOP installation can be initiated four hours after
installing the slips, which will be approximately six hours after bumping the
plug. For those casing strings not using slips, the minimum wait time before

" cut-off is eight hours after bumping the plug. BOP/BOPE testing can begin
after cut-off or once cement reaches 500 psi compressive strength (including
- lead when specified), whichever is greater. ‘However, if the float does not
_ hold, cut-off cannot be initiated until cement reaches 500 psi compressive
strength (including lead when spec1ﬁed)
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b. The tests shall be done by an mdependent service company utilizing a test
plug not a cup or J- packer ‘

¢. . The results of the test shall be reported to the appropriate BLM ofﬁae.
‘d. All tests are required to be recorded on a calibrated test chart. A copy of the
BOP/BOPE test chart and a copy of independent service company test .
_will be submitted to the appropriate BLM office. : '
e. The BOP/BOPE test shall include a low pressure test from 250 to 300 psi. )
The test will be held for a minimurn of 10 minutes if test is done with a test
plug and 30 minutes without a test plug.

D. DRILL STEM TEST

If drill stem tests are performed, Onshore Order 2.I11.D shall be followed.

“E. WASTE MATERIAL AND FLUIDS
All waste (i.e. drilling fluids, trash, salts, chemicals, sewage, gray water etc.) created as a
_result of drlllmg operations and completion operations shall be safely contained and .

. disposed of properly at a waste disposal facility. No waste material or fluid shall be
disposed of on the well locatlon or surroundmg area.

‘ Porto-Johns and trash containers w1ll be on-location durmg fracturing operatlons or any
~other crew-intensive operations.

TMM 11/5/2011
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VIIL

PRODUCTION (POST DRILLING)
A; WELL STRUCTURES & FACILITIES
Placement of Productmn Faclhtles

Production facilities should be placed on the well pad to allow for maximum 1nter1m
recontourlng and revegetation of the well location.

Contamment Structures -

The containment structure shall be constructed to hold the capacnty of the entire contents‘
of the largest tank, plus 24 hour production, unless more strmgent protectlve N
requ1rements are deemed necessary by the Authorized Officer.

Painting Requirement : : .

All above-ground structures mcludlng meter housing that are not subject to safety

- requirements shall be painted a flat non-reflective paint color

IX.

Shale Green, Munsell Soil Color Chart #‘ 5Y 4/2

VRM Facility Requirement
Low profile.tanks not greater than e1ght feet- hlgh shall be used.

B. PIPELINES (not applled for in APD)

C. ELECTRIC LINES (not applled for in APD)

INTERIM RECLAMATION :

During the life of the development, all disturbed areas not needed for active support of .
production operations should undergo interim reclamation in order to minimize the ’
environmental impacts of development on other resources and uses. ‘

Within six (6) months of well e'om'pletion‘, operators should work with BLM surface - | ‘
management specialists (Jim Amos: 575-234-5909) to devise the best strategies to reduce

. the size of the location. Interim reclamation should allow for remedlal well operations, as

well as safe and efficient removal of 011 and gas.

Durmg reclamation, the removal of caliche is important to increasing the success of
revegetating the site. Removed caliche that is free of contaminants may be used for road

‘repairs, fire walls or for building other roads and locations. In order to operate the well or

complete workover operations, it may be necessary to drive, park and operate on restored
interim vegetation within the previously disturbed area. Disturbing revegetated areas for
production or workover operations will be allowed. If there is significant disturbance and
loss of vegetation, the area will need to be revegetated. Communicate with the .

appropriate BLM office for any exceptions/exemptions if needed.
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All dxsturbed areas after they have been satlsfactorlly prepared need to be reseeded w1th
the seed mixture prov1ded below: -

Upon completion of interim reclamation, the operator shall submit a Sundry Notices and
Reports on Wells, Subsequent Report of Reclamation (Form 3160-5).

X. FINAL ABANDONMENT & RECLAMATION

At final abandonment, well locations, production facilities, and access roads must
undergo "final" reclamation so that the character and productivity of the land are restored.

Earthwork for final reclamation must be completed within six (6) months of well
plugging. All pads, pits, facility locations and roads must be reclaimed to a satisfactory
revegetated, safe, and stable condition, unless an agreement is made w1th the landowner
or BLM to keep the road and/or pad intact. '

After all disturbed areas have been satisfaétorily prepared, these areas need to be
revegetated with the seed mixture provided below. Seeding should be accomplished by
drilling on the contour whenever practical or by other approved methods. Seeding may
need to be repeated until revegetation is successful, as determined by the BLM.

Operators shall contact a BLM surface protection specialist prior to surface abandonment
operations for site specific objectives (Jim Amos: 575-234-5909).
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'Seed Mixture 2, for Sandy Sites .., 7

The holder shall seed all disturbed areas with the seed mixture listed below. The seed
mixture shall be planted in the amounts specified in pounds of pure live seed (PLS)* per
acre. There shall be no primary or secondary noxious weeds in the seed mixture. Seed
will be tested and the viability testing of seed will be done in accordance with State law
(s) and within nine (9) months prior to purchase. Commercial seed will be either certified
or registered seed. The seed container will be tagged in accordance with State law(s) and
available for inspection by the authorized officer.

Seed will be planted using a drill equippe& with a depth regulator to ensure proper depth
of planting where drilling is possible. The seed mixture will be evenly and uniformly
planted over the disturbed area (smaller/héavier seeds have a tendency to drop the bottom
-of the drill and are planted first). The holder shall take appropriate measures to ensure
this does not occur. Where drilling is not possible, seed will be broadcast and the area
shall be raked or chained to cover the seed. When broadcasting the seed, the pounds per
acre are to be'doubled. The seeding will be repeated until a satisfactory stand is
established as determined by the authorized officer. Evaluation of growth will not be
made before completion of at least one full growing season after seeding.

Species to be planted in pounds of pure live seed* per acre:

Species ' Ib/acre
Sand dropseed (Sporobolus ctyptandrus) 1.0
Sand love grass (Eragrostis trichodes) 1.0
Plains bristlegrass (Setaria macrostachya) ' 2.0

*Pounds of pure live seed:

'Pounds of seed x percent purity X percent germination = pounds pure live seed -
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