N EA-10-85

OCD Artesia

Are- oa-ugy

FORM APPROVED

OMB NO 1004-0137

Expires: July 31, 2010
5. Lease Senal No.

NM-97127
6 If Indian, Allottee or Tribe Name

Type of Work

DRILL

[ rEENTER

. Type of Well:

Oil Well DGas Well DOther

DSmgle Zone DMultiple Zone

7 If Uit or CA Agreement, Name and No.

8. Lease Name and Well No.
Punch BJD Federal #3H

2 Name of Operator

Yates Petroleum Corporation 025575

9 API Well No.

A0 QISATH0OYN

3a  Address 3b. Phone No (include area code) 10 Field and Pool, or Exploratory
105 South Fourth Street, Artesia, NM 88210 505-748-1471 Undesignated Bone Spring

4. Location of well (Report location clearly and In accordance with any State requirements *) 11. Sec., T., R, M., or Blk. And Survey or Area

At surface

910' FNL and 330' FEL Surface Hole Location Section 6, T265-R27E
At proposed prod zone
660' FNL and 330' FWL Bottom Hole Location
14 Drstance m nules and direction from the nearest town or post office* 12. County or Parish 13 State
This well is located approximately 10 miles southwest of Malaga, New Mexico. Eddy County New Mexico

15 Dustance from proposed* 16 No of acres n lease 17 Spacing Unit dedicated to this well

location to nearest

property or lease hne, ft

(Also to nearest drlg unit line, 1f any) 330' 1039.31 N/2N/2
18 Distance from proposed location™ 19 Proposed Depth 20 BLM/ BIA Bond No on file

to nearest well, dnilling, completed, Puct o VH 6200

apphed for, on this lease, ft. TVD 8200' TMD 10622’ NATIONWIDE BOND #NMB000434
21. Elevations (Show whether DF, KDB, RT, GL, etc.) 22. Aproximate date work will start* 23 Estimated duration

3269’ ASAP 45 days

24 Attachments

The following, completed in accordance with the requirements of Onshore Oil and Gas Order No 1 shall be attached to this form:

1 Well plat certified by a registered surveyor. . 4
2 A Dnlling Plan.
3. A Surface Use Plan ( if the location 1s on National-Forest System Lands, the { 5.

item 20 above)

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

Operator certification.

SUPO must be filed with the appropriate Forest Service Office). 6. Such other site specific mformatmn and/ or plans as may be required by the
BLM
25 Signature, / Name (Printed/ Typed) Date
W Cy Cowan 10/15/2009
Title e b
Land Regulatory Agent
Approved By (Signatur, Name (Printed/ Typed)

5/ Don Peterson

PNOV 13 2009

Office

" ). FIELD MANAGER

3

ne

Apphcam‘)‘n approval does not warrant or certify that the apphcant holds legal or equ1ta\)
operations thereon.

Conditions of approval, if any, are attached.

(‘ARLQRAD FIFLD N
e to those Hghte I e sWbitc

APPROVAL FOR TWO YEARS

1828 Sehich would entitle the applicant to cc

Title 18 U.S.C. Section 1001 and Title 43 U.S.C. Section 1212, make 1t a crime for any person knowingly and wilfully to make to any department or agency of the Unitec

States any false, fictitious or fraudulent statements or representations as to any matter withmn its jurisdiction.”

* (Instructions on page 2)

Carisbad Controlled Water Basin

N

SEE ATTACHED FOR
CONDITIONS OF APPROVAL

ol

0~ APPROVAL SUBJECT T0

GENERAL REQUIREMENTS
AND SPECIAL STIPULATIONS
ATTACHED

im



Form C-102

DISTRICT I Revised October 12, 2005

1623 N. Freach.Dr., Hobbe, NI 38240
- «DISTRICT II

1301 V. Grand Avenue, Artesia, NM 83210

State of New Mexico
Energy, Minerals and Natural Resources Department
Submit to Appropriate District Office
State Lease — 4 Coples
Fee Lease — 3 Coples

OIL CONSERVATION DIVISION

DISTRICT HI 1220 South St. Francis Dr.
1000 Rio Braxos Rd., Asteo, NM 87410 Santa Fe, New Mexico 87505
DISTRICT IV

1220 8. St. Francis Dr., Sunta Fe, N“ a7508 O AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

Pool Name

API Number Pool Code .
20 .05 37405 UnpesiGNATE Bone Spaive
Property Cade Property Name Well Number
25:QA\Y PUNCH "BJD” FEDERAL 3H
“OGRID No. Operator Name Elevation
025578 YATES PETROLEUM CORP. 3269’
Surface Location
UL or lot No. Section Tawnship Range Lot Idn Feet from the North/South line Feet from the East/West line County
A 6 26 S | 27 E 910 NORTH 330 EAST EDDY
_ Bottom Hole Location If Different From Surface
UL or lot No. | Section | Township Range Lot Idn Feet from the | North/South line | Feet from the East/West line | County
D 6 26 S | 27 E 660 NORTH 3350 WEST £DDY
Dedicated Acres Joint or Infill Consolidation Code Order No.
00 |

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

ones 7977

T | f i
f | | | . OPERATOR CERTIFICATION
2 -
3 ;
«© I I ] .g 5 co&?%ﬁ%mcmkh
330° | | | 3298.7" . mbcﬂ G;f my mudawahm and that
T T T T R T |_43222 | r 1 vet or \enteased mineral interest 6 the
____________________ Ol 3301] | 1end inoluding the x ttom |
! | | P :.—‘\1 i ofs;:ahanﬁn% u Mnstmorto
@ voluniary pool or a
I | ] _12[_ N _4 com pooling order heretofore entered by
de b 70.3’ X
) 1 g
N
| Prosec 6 | Penerranoy /| surrace tocation P / (5
Lat - N 3704'37.96" |  Apea | |" Lt - N 32°04°34.74" | | GiZaie ros
Long ~ W oL 144508 | Fowr | Long ~ W jox i s "
- . . - 2
NMSPCENA DE 85;)1135.074 | | Yﬁ'l{ FNL | NMSPCE- ¢ s575799.537
l?&omtzcm& | BorFeL I (a-83) PNt K
| | |
SURVEYOR CERTIFICATION
——————— e S
| | | I herety certify that the well location shown
on this plat was plotted from feld notes of
' I I aotual surveys made By me or under my
’ l l supsrvizon and thot the some ia trus ond
I I I correct to the baest of my bellef.
| | |
i [ |
——————— kT S ——
| I
I I
| I
I I
[ [
| I
| 1
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P N NN N> # V7= /"7 YATES PETROLEUM CORPORATION
|~ ‘“\ - 13"55}%\ =~ Yo7 e ¢ Y Punch BID Federal. #3H T
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e T PR Eddy County, New Mexico Exhibit A

NFdbs “ PR

PUNCH ”"BJD” FEDERAL #3H
Located 910" FNL and 330" FEL

N.M.P.M., Eddy County, New Mexico.

Section 6, Township 26 South, Range 27 East,

P.0. Box 1786 W.0 Number  JMS 21522
1120 N. West County Rd. S Date: >
Hobbs, New Mexico 88241 survey Jate: 07-08-2009

(575) 393-7316 — Office

Scale 1" = 2000’
(575) 392-2206 - Fax

basinsurvays.com Dote: 07-09--2008

L focused on excellce
: in_the ollfield

YATES
PETROLEUM
CORP.




SECTION 6, TOWNSHIP 26 SOUTH, RANGE 27 EAST, N.M.P.M,,
*  EDDY COUNTY, NEW MEXICO.
\\ \\
/ \\\\\
\\ Ay
SoN
3298.7 600" 32711
[ ahediiaisibe ittt )
) '
] i
1 1
: 150" NORTH '
i OFF SET i
H 3270.6’ ;
' [a] '
1 ]
] :
' YATES PETROLEUM CORP. !
: PUNCH "BJD” FEDERAL #3H ; f
w! 150" WEST ELEY. - 3269 150° EAST &
S, OfF seT @ © @ OFF SET |
V271 Lot — N 3Z043a7en 32682 A
: AL AL
: NMSPCE~ ¢ 575799.537 o
t {NAD-83) " 2926" H
1 ) g ]
1 a '
' 150° soum—-—/ :
' 2 OFF SET i
: l*,\?f'\) 3267.4' E
]
t 4 ‘,o t
l._?go_ _________________________________ H
3270.3' 600’ 3266.4°
200 ] 200 400 FEET
RSN =— —
SCALE: 1” = 200’
YATES PETROLEUM CORP.
REF: PUNCH "BJD" FEDERAL #3H / WELL PAD TOPO
THE PUNCH "BJO” FEDERAL #3H LOCATED 910’
FROM THE NORTH LINE AND 330" FROM THE EAST LINE OF
BASIN SURVEYS r.0. 50X 1786 —HOBBS, NEW MEXICO SECTION 6, TOWNSHIP 26 SOUTH, RANGE 27 EAST,
W.0. Number: 21522 | Drawn By: J. SMALL N.M.P.M., EDDY COUNTY, NEW MEXICO.
[Date:  07-09-2009 | Disk: JMS 21522 Survey Date: 07—08—2009 |Sheet 1 of 1 Sheets
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YATES PETROLEUM CORPORATION
Punch “BJD” Federal #3H
910’ FNL and 330’ FEL, Surface Hole Location
660° FNL & 330° FWL, Bottom Hole Location
” Section 6, T26S-R27E
Eddy County, New Mexico

1 The estimated tops of geologic markers are as follows:

Castille 490° Target Zone 6200’-0il
Delaware 2065’ First Bone Springs 6620’-0il
Cherry Canyon 2930’ Second Bone Springs 7340’-01l
Brushy Canyon 4040° TD Pilot Hole 8200’
Bone Springs 5645°-011  Lateral TMD 10622
Avalon Sand 5770’-0il

2 The estimated depths at which anticipated water, oil or gas formations are expected to
be encountered:
Water: 160; O1l & Gas: See Above

3. Pressure Control Equipment: BOPE will be installed on the13 3/8” casing and the 9 5/8" casing
and rated for 3000# BOP System. Pressure tests will be conducted before drilling out from under
all casing strings, which are set and cemented in place. Blowout Preventer controls will be
installed prior to drilling the surface plug and will remain in use until the well is completed or
abandoned. Preventers will be inspected and operated at least daily to ensure good mechanical
working order, and this inspection recorded on the daily drilling report. See Exhibit B.

4. Auxiliary Equipment: Kelly cock, pit level indicators, flow sensor equipment, and a sub with  full
opening valve to fit the drill pipe and collars will be available on the rig floor in the open position
at all times for use when Kelly is not in use.

5. THE PROPOSED CASING AND CEMENTING PROGRAM:

A. Casing Program: All new casing to be used

Hole Size  Casing Size Wt./Ft Grade Coupling Interval Length
17 1/2" 13 3/8" 484 H-40 ST&C 0-400° OK 400™
12 1/4" - 95/8" 36# J-55 ST&C 0-2150° 2150’
83/4", ~ i Open Hole Sl 97 8200,
zo%ngency Sas‘{%g Design 7 LP’”.D o o-be 15622
*kkQ 3/4" 7" 264 . J-55 LT&C 0-100° 100’
8 3/4" 7" 23# J-55 LT&C 100-5600° 5500°
8 3/4" 7" 26# J-55 . LT&C 5600-6473’ 873’
61/8" 41/2" 11.6# HCP-110 LT&C 0-10622 10622’

< ee **Pilot hole will be drilled vertically to 8200°. Well will then be plugged back with 180° plug on
CO# bottom and 400°-500” kicked off at approx. 5723’ and directionally drilled at 12 degrees per 100
with a 8 3/4” hole to 6473” TMD (6200” TVD). If hole conditions dictate, 7 casing will be set. A
6 1/8” hole will then be drilled to 10615° MD (6200 TVD) where 4 1/2” casing will be set and
cemented. If 77 casing is not set, then hole size will be reduced to 7 7/8” and drill to 10615’
MD(6200° TVD) where 5 1/2" casing will be set and cemented. Penetration point of producing
zone will be encountered at 884’ FNL & 807° FEL, Section 6, T26S-R27E. Deepest TVD in the
well is 8200’ in the pilot hole. Deepest TVD in the Lateral will be 6200°.

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



Punch “BJD” Federal #3H
» - Page?2

B. CEMENTING PROGRAM: Se€ (oW .
Surface Casing: Lead in with 425 sx Class ‘C’ (WT 14.8 YLD 1.34). TOC Surface

Intermediate Casing: Lead in with 530 sx ‘C’ Lite (WT 12.5 YLD 2.0). Tail in with 200
sx Class ‘C’ (WT 14.8 YLD 1.34). TOC Surface.

Production Casing: Lead in with 730 sx Lite Crete (WT 9.9 YLD 2.66). Tail in with 1375 sx
Pecos Valley Lite (WT 13.0 YLD 1.41) Top of cement 1650°.

6. MUD PROGRAM AND AUXILIARY EQUIPMENT:

Interval i, Type Weight Viscosity Fluid Loss
0-490° 0 Fresh Water 8.6-9.2 33-36 N/C
0°-2150°  Brine Water 10.0 28-29 N/C
2150°-8200°  Cut Brine 9.5-9.7 28-29 N/C
5723°-10622°  Cut Brine 9.5-9.7 29-29 <10-12¢cc

(Lateral Section)

Sufficient mud material(s) to maintain mud properties, control lost circulation and contain a blow out
will be available at the well site dunng dnlling operations.. Rig personnel will check mud hourly.

7. EVALUATION PROGRAM: e ¢ cm‘}

Samples: 10’ samples 2150'-TD

Logging: Platform Express-NGT; CMR for Delaware, Dipole Sonic
Coring: None anticipated

DST’s:  None Anticipated

Mudlogging: 2000’ or intermediate casing depth if below the Delaware.

8. ABNORMAL CONDITIONS, BOTTOM HOLE PRESSURE, AND POTENTIAL HAZARDS:

Maximum Anticipated BHP:

0"-460° 0 K : 191 PSI
400°-2150° 1118 PSI
2150°-8200° 4136 PSI

Abnormal Pressures Anticipated: None

Lost Circulation Zones Anticipated: None.
H2S Zones Anticipated: None

Maximum Bottom Hole Temperature: 150 F

9. ANTICIPATED STARTING DATE:

Plans are to dnll this well as soon as possible after receiving approval. It should take
approximately 45 days to drill the well with completion taking another 20 days.



Contingency Casing Design
If hole conditions dictate, 7" casing will be set at 6,473' MD (6,200 TVD). A 6 1/8" hole wilt then be
dnlled to 10,622° MD (6,200' TVD) where 4 1/2" casing will be set and cemented with one stage
up to dv tool  After completion procedures, the 4 1/2" casing will be cut and pulled at 5500

2nd Intermediate

| o ft  to 100 ft | Make up Torque ft-lbs Total ft = 100 |
O.D. Weight
Lk Finches  LE .
Collapse Resistance Internal Yield
4,320 psi L4980 psi
[T100 # to Totalft=___ 5,500 |
~O.D.
LY inches
Collapse Resrstance

6,478 f | Total R = 873 |

Grade ) Threads opt,

Lead w/675sx Lite crete (YLD 2.66 Wt. 9.9) tail w/100sx PVL (YLD 1.41 Wt 13) TOC = Surface

Production
| o ft  to 10622 f i Make up Torque ft-lbs Totalft= 10,622 |
0.D. } Weight Grade Threads opt. i
Lidds inches [ LRAEL & Lt B R B € o ik LI
Collapse Resistance Internal Yield
18,6501 psi 30,8905 psi

Dv tool placed at approx. 5500 and cemented with one stage up to dv tool. After completion proée&uires the
4 1/2" casing will be cut and pulled at 5500,
Cemented w/685sx PVL (YLD 1.41 Wt 13) TOC= 5500



ne ““”Azln?ﬁth:ia‘aj;@'r%@ e ToolFace BT ReFHS/GN [ Rk
0
0 490 CASTILLE
0 2,065 DELAWARE
0 2,930 CHERRY CANYON
0 4,040 BRUSHY CANYON
0 5,645 BONE SPRINGS
5723 S IKOR -
5725
§749,99
§769.92 AVALON SAND
5774.9 360 HS
5799.67 0 HS
5824.23 360 HS
5848.51 0 HS
587245 360 HS
589597 0 HS
5919.03 0 HS
5941.54 360 HS
$963.46 0 HS
5984.72 0 HS
6005.26 360 HS
6025.03 360 HS
6043.97 360 HS
6062.03 0 HS
8079.16 360 HS
6095.32 0 HS
6110.45 360 HS
6124.52 0 HS
6137.49 0 HS
6149.33 360 HS
6160 360 HS
6169.46 360 HS
6177.71 380 HS
6184.71 360 HS
6190.44 0 HS
61949 360 HS
6198.06 0 HS
6199.91 HS
290! 156200:4
FHHe0I01 62007715

Pilot hole dnilled vertically to 8200'. Well will be plugged back with 180' plug on bottom and 400-500" kick off plug at approx.5723' and directionally
drilled at 12 degrees per 100" with a 8 3/4" hole to 6473' MD (6,200° TVD). If hole conditions dictate, 7" casing will be set. A 6 1/8" hole will then

be drilled to 10,622 MD (8,200' TVD) where 4 1/2" casing will be set and cemented If 7" 1s not set, then hole size will be reduced to 7 7/8" and drilled
to 10,622' MD (6,200' TVD) where 5 1/2" casing will be set and cemented Penetration point of producing zone will be encountered at 884' FNL and
807 FEL, 6-26S-27E. Deepest TVD in the well is 8200 in the pilot hole. Deepest TVD in the lateral will be 6200



3D? Directional Drilling Planner - 3D View

Company: Yates Petroleum Corporation
Well: Punch BJD Federal #3H
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. 3D? Directional Drilling Planner - 3D View
Company: Yates Petroleum Corporation
«Well: Punch BJD Federal #3H
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~Yates Petroleum Corporation
L Location Layout for Permian Basin

YATES PETROLEUM CORPORATION
Punch BJD Federal. #3H
910’ FNL and 330’ FEL SHL
660’ FNL and 330’ FWL BHL
) Section 6, T26S-R27E
Closed Loop Design Plan Eddy County, New Mexico Exhibit B
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_ . Yates Petmleum-Corporation BOP-3

- Typlcnl 3.000 psi Pressure System
Schemadc
Annular with Doublc Ram Preventer Stack

. YATES PETROLEUM CORPORATION
-hcl!} - Punch BID Federal. #3H
A 910’ FNL and 330° FEL. SHL
. 660’ FNL and 330’ FWL BHL
_ o - : R Section 6, T26S-R27F
Fill Up Line ‘ s Eddy County, New Mexico Exhibit C
[ . ‘ _ Flow Line
l . J «€——— Annular Preventer
' ﬁ ___ Blind Rams
= .
v o Pipc Ram
; - P s
b
==<1: P
i -:;_‘%%___J—:‘ 3 mis. ‘L/ Choke Line T
m W pos L 2 ndn
Kill Line «——————— Intermediate Casmg
23 min Well Head
heck Val :
Ccnzc opti";:al : < Intermediate Casing

Typical 3,000 psi choke manifold assembly with at least these minimun features

Adjustable choke - » # To'pivand/ormud gas seperator \
\ » \x?
To blowout . i > win. P\
preventer stack Choke line -
\ -\ Y 4 Bleed Line \
X
3* mun. \
3° mun.
To pit and/or mud gas seperator \
3
U . \

Adjustable choke



YATES PETROLEUM CORPORATION
Piping from Choke Manifold
to the Closed-Loop Drilling Mud System

YATES PETROLEUM CORPORATION
Punch BID Federal. #3H
910’ FNL and 330’ FEL SHL
660’ FNL and 330° FWL BHL
Section 6, T26S-R27E
Eddy County, New Mexico Exhibit E
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MULTI-POINT SURFACE USE AND OPERATIONS PLAN
YATES PETROLEUM CORPORATION
Punch “BJD” Federal #3H
910 FNL & 330’ FEL, Surface Hole
660° FNL & 330° FWL, Bottom Hole
Section6-T26S-R27E
Eddy County, New Mexico

This plan is submitted with Form 3160-3, Application for Permit to Drill, covering the above described well.
The purpose of this plan is to describe the location of the proposed well, the proposed construction activities
and operations plan, the magnitude of the surface disturbance involved and the procedures to be followed in
rehabilitating the surface after completion of the operations, so that a complete appraisal can be made of the
environmental effect associated with the operations.

1.

5.

EXISTING ROADS:

Exhibit A is a portion of the BLM map showing the well and roads in the vicinity of the proposed
location. The proposed well site is located approximately 10 miles southwest of Malaga, New
Mexico and the access route to the location is indicated in red and green on Exhibit A.

A

DIRECTIONS:

Go south of Malaga for approximately 10.7 miles to Whites City Road. Turn left on Whites City
Road and go approximately 9 miles. The new road to the well location will start here following and
upgrading an old two track road. Turn right here on the two track road going to the northeast for
approximately .2 of a mile then follow the road to the left in a northwesterly direction for
approximately .9 of a mile. At this point the new road will go left. The new road construction will
start here going southwest for approximately .3 of a mile to the southeast corner of the well location.

PLANNED ACCESS ROAD.

A. The proposed new access will be approximately 1.4 miles in length.

B. The new road will be 14 feet in width (driving surface) and will be adequately drained to
control runoff and soil erosion.

C. The new road will be bladed with drainage on one side. Traffic turnouts may be built.

D. The route of the road is visible.

E. Existing roads will be maintained in the same or better condition.

LOCATION OF EXISTING WELL:

A. There is drilling activity within a one-mile radius of the well site.
B. Exhibit D shows existing wells within a one-mile radius of the proposed well site.

LOCATION OF EXISTING AND/OR PROPOSED FACILITIES:

A. There are production facilities on this lease at the present time.

B. In the event that the well is productive, the necessary production facilities will be installed
on the drilling pad. If the well is productive oil, a gas or diesel self-contained unit will be
used to provide the necessary power until an electric line can be built, if needed.

LOCATION AND TYPE OF WATER SUPPLY:

A. It is planned to drill the proposed well with a brine water system. The water will be
obtained from commercial sources and will be hauled to the location by truck over the
existing and proposed roads shown in Exhibit A.



* +Punch “BID” Federal #3H
Page 2

6. SOURCE OF CONSTRUCTION MATERIALS:

The dirt contractor will be responsible for finding a source of material for construction of road and
pad and will obtain any permits that may be required.

7. METHODS OF HANDLING WASTE DISPOSAL:

A. A closed loop system will be used to drill this well and reserve pits will not be used.

B. The closed loop system will be constructed, maintained and closed in compliance with the
State of New Mexico, Energy and Natural Resources Department, Oil Conservation
Division—the “Pit Rule” 19.15.17 NMAC. Form C-144 attached.

Drilling fluids will be removed after drilling and completions is completed.

Water produced during operations will be collected in tanks until hauled to an approved
disposal system, or separate disposal application will be submitted.

Oil produced during operations will be stored in tanks until sold.

Current laws and regulations pertaining to the disposal of human waste will be complied
with.

All trash, junk, and other waste materials will be contained in trash cages or bins to
prevent scattering and will be removed and deposited in an approved sanitary landfill.
Burial on site is not approved.

o mE Un

8. ANCILLARY FACILITIES: None
9.  WELLSITE LAYOUT:

A. Exhibit C shows the relative location and dimensions of the well pad, the closed loop
system, and the location of the drilling equipment, rig orientation and access road
approach.

B. The closed loop system will be constructed, maintained and closed in compliance with the
State of New Mexico, Energy and Natural Resources Department, Oil Conservation
Division the “Pit Rule” 19.15.17 NMAC.

C. A 600'x 600’ area has been staked and flagged.

10.  PLANS FOR RESTORATION:

A. After finishing drilling and/or completion operations, all equipment and other material not
needed for further operations will be removed. The location will be cleaned of all trash
and junk to leave the well site in as aesthetically pleasing a condition as possible.

B. Unguarded pits, if any, containing fluids will be fenced until they have dried and been
leveled.

C. If the proposed well is plugged and abandoned, all rehabilitation and/or vegetation
requirements of the Bureau of Land Management will be complied with and will be
accomplished as expeditiously as possible.

D. All pits will be filled level after they have evaporated and dried. Pit reclamation will meet
19.15.17 requirements.

11. SURFACE OWNERSHIP: Federal Lands managed by the supervision of the Carlsbad BLM.
12.  OTHER INFORMATION:
A. The primary use of the surface is for grazing.

B. Refer to the archacological report for a description of the topography, flora, fauna, soil,
characteristics, dwellings, and historical and cultural sites.



CERTIFICATION
YATES PETROLEUM CORPORATION
Punch BID Federal #3H

I hereby certify that I, or someone under my direct supervision, have inspected the drill
site and access route proposed herein; that I am familiar with the conditions which
currently exist; and an someone under employment of Yates Petroleum Corporation has
full knowledge of state and federal laws applicable to this operation; that the statements
made in this APD package are, to the best of my knowledge, true and correct; and that the
work associated with the operations proposed herein will be performed in conformity
with this APD package and the terms and conditions under which it is approved. I also
certify that I, or the company I represent, am responsible for the operations conducted
under this application. These statements are subject to the provisions of 18 U.S.C. 1001
for the filing of false statements.

Executed this 15th-  day of October 2009
Signature a/ @Vﬁ/

Name Cy Cowan

Position Title Land Regulatory Agent

Address 105 South Fourth Street, Artesia, New Mexico 88210

Telephone (505) 748-4372

Field Representative (if not above signatory) Tim Bussell, Drilling Supervisor

Address (if different from above) __Same as above.

Telephone (if different from above) _(505) 748-4221

E-mail (optional) cy(@yates petroleumcorporation.com
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\ OPERATOR‘S NAME: -Yates Petmleum L01p
" LEASE NO.: | NM97127. ’ o
, WEI L NAME & NO.: | 3H Punch BID Fedelal
SURFACE HOLE FOOTAGE:: 910 FNL & 330° FEL "
- BOTTOM HOLE FOOTAGE | 660" FNL & 330’ FWL -
~ LOCATION: | Section 6. T.26.S., R 27 E.. NMPM

o a8 X Dnllmg

COUNTY: | Eddy County, New Mexico

TABLE OF CONTENTS :

: Standard Conditions of Approval (COA) apply to this APD. If any deviations to these standards exnst or “

special COAs are required, the section with the deviation or requirement will be checked below.

[:I General Provisions

‘ D Permit Expiration’ \ ' IR
D Archaeology; Pale@nt«ology, and Hnsmrncal Sltes S
" [[] Noxious Weeds _ -

D Specml Requu ementv
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- Notification .
. ~Topso11 5 -
. Closed Loop System i o
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R " Roads - . Co
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Loggmg Reqmrements - o

SR |:| Productnon (Post Drilling) :-

. Well Structures & Facﬂmes 44 T
" Pipelines . - — ’
, “Electric Lines . L
-} Reseedmg Pr ocedurellntenm Reclamatlon

|Z| Fmal Abandonment/Reclamatlon L
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- The apploval cf the Apph( ation For Pemnt Io Dull (APD) is i eomphance w1th all
~applicable laws and regulations: 43 Code of I ‘ederal 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 Authonzed Olf cer on Pox m 3160 5, Sundry Notices and Report on .
Wells. :

T PERMIT 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 Notices 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 expuatmn 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 (Flhng of a .

~ Sundry, Notlce 15 reqmred for this 60 day extensmn ) :

i ARCHAEOLOGM’AL PALEONTOLOGY&HISTORECAL SHES S

Any cultural and/or paleontonglcal resource dlscovewd by the oper ator or by any person- -
wmkmg on the' opemmn 's behalf shall immediately report such findings to the Authorlzed:
.. Officer: The operator is fuily accountable for the actions of their contractors and
subcontractors. The operator shall suspend all operations in the immediate area of such ‘
“discovery until written amhorlzauon 1o proceed is issued by the Authorized Officer. An
- “evaluation of the discovery shall be made by the ‘Authorized Officer to determine the
e j-approprlate actions that shall be required to prevent the loss of significant cultural or -
scientific values of the discovery. The operator shall be held 1esp01151ble for the cost of
“the proper miti gatlon measures that the Authorized Officer assesses after consultation " .
- with the operator on the évaluation and decisions of the discovery. Any unauthorlzed
..~ _collection or disturbance of-cultural or paleomologlcal resom ces may result i ina
- shutdown order b} 1he Aulhorlzed Off 1cer. :

IV NOXEOUS WEF DL‘&

: The 0pe1 ator shall be held resp0n51ble if noxious Weeds become estabhshed w1th1n the C
. areas of operations; Weed control shall be required on the disturbed land where nox10us
< weeds exist, which mcludes the roads, pads. associated pipeline corridor, and adjacent -
7 land: affected by the establi: hmel it of weeds due o this action. The operator shall consult.
C7 0 with the Authorized Officer for areeplable weed control methods which mclude D
A followmo EPA and BLM qmrementq and pohcxes S :

o :.,;, P,a’\geez;i@_f‘m‘"



L VE‘}'*

SP‘ECML REQ@'H};E‘MEN}%{S};

CONSTRUCTION =

A NOTIFICATION

. Thé BLM shall administer ¢ onlpliance and monitor construction of the access road and
coewell pad Notify the Carlsbad Field Office at (575) 234-5972 at least 3 working days
~ 'prlor to commencmo conﬂructmn of the access road: and/m V\ell pad.

' A‘»-When construction operations are bein<J conducted on this Vvell the oper ator shall have
- - the approved APD and Conditions of Approval (COA) on the well site and they shall be ,
made ava1lable upon request by the Authonzed Ofﬁcer

o B.’ ‘ TOPSOlLu

- The operatm shall stoekpﬂ the topsml of the well pad The topsoﬂ shall not be used to

‘ " backﬁll the reserve plt and' Mll be used for interim and ﬁnal reclamatlon

e " CLOSED LOOP SYTEM

Closed Loop S}stem V- dom northwest :

Tanks are xequned fo1 dnllmg operatlons No PltS

- The operator sl all pmpel ly dlspose of dnllm 4 contems at an authorlzed dlsposal s1te

E D FEDERAL MHNFRAL MATERIALS PIT

i"If the operatm eleets to' surface the access l()d(l md/or well pad m1ne1al matenals

extracted during construction of the reserve pit may be used fcn su1facmg the well pad

- and access road and other f1c1lit1es on the lease

'Payment shall be made ‘ro 1he BLM prior to removal of any additional federal mmeral

. materials from any site other than the reserve pit. Call the '
- : Carlsbad F1eld Ofﬁc:e at (ﬂ /5) 234 3972

~ u_fE WELL PAD, sUR BACING ;

S :Surfacmo of 1he well pad is not requned

U Ifthe oper ator elects to sur faee the well pad he sm facmo materlal may be 1equued to be" L
/‘ removed at the Ume of 1eclamatlon . : : ‘

" pagesofts



ot Flgure 1 - Cross section and plans for. *V};lC'ﬂ road com‘uuctlon

a :The well pad shal} be conw\ Lecx ina mannei \&thI’l cxeateq 1he smalle tpossible' surface.. - "
."‘dlsturbame consistent with afetx mdo perat tional needs. - e S

R ON LEASE ACCESS ROADS(*” ”

o Road Width . : :
- The dccess road shall have a driving surface 1hal creates the smallest posmble surface «
~ disturbance and does not exceed four teen (14) feet in width. The maximum width of
* surface dlstmbame‘ when ‘emuuehng the access road. bhaH not exceed thmy (30) feet

',‘Surfacmg , ‘

' Surfacing material is not re qunea on the new access road dnvmg»D surface. If the operator
elects to surface the new access road or pad, the surfacing mateual may be required to be
,removed at the tm)e of 1eclamatlon o . a

A Where pos’sible no improvements should be made on the unsurfaced access road other -
. than to remove vegetation as necessaiy road 1rregular1tze¢., safety issues, or to ﬁll low
- " areas that may su stain standing water. : ‘

- The Authorized Ofﬁcer 1'e~;erv'es the right to require surfacing of any portion of the access
road at any time deemed necessary. Sur facing may be required in the event the road

- deteriorates, erodes, road traffic i increases, or it is determined to be beneficial for future

- 'field development. The sur iaunﬂ deplh and type of material wﬂl be determmed at the

- itlme of nouﬁeatlou S S :

Crownmo ~ : ,
‘Crowmng shal 1be done ofi the aceess'ioad dnvmo sulfaco The IOEld crown'shall have a
. grade of appmxmate;y 2% (i.e.;a 1" crownona 14' wide road). The road shall conform

Dntchmg
‘Dvitch‘ing shaU be required en boyth:rswides‘, of the roed.\,‘ o T - , . o - -

'ﬂ";Tumouts j : . , - - .
" Vehicle turnouts shall be cunstructed on the road Tumouts shal] ‘be inter V1Slble w1th

. & ) 'vz'mterval spacing distance less thcm 1000 feet. Turhouts shall be cons‘uucted on all blmd B
e curves Tumouto shall confm m to the followmg dlagram .

Pagedof13. :




Standard Turnout - Plan View,

A
147 wrmmmer e Centerfime of Road Doiving Surface T -=====-===r--r=meon-
A4 ’ B
a ) A
- 25 “J, " 250 1
B . —
o e
507
L Dramage

Drainage control systuns shall be constructed on the entire length of road (e.g. ditches, -
. sidehill outslopmg and msiopm lead-off ditches, culvert installation,and Jow water
crossmgs) - - C !

A typlcal lead- off ditch has a minimum depth of 1. foot below and a berm of 6 inches
above natu1 al ground level. The bel m shall be on the down slope side of the. lead off
d1tch ‘ S

me Sectlon of a Typ)ical Lead off Dltch

] Mnnmum De )th

6T
C o Berm
Ton -
Down Slope -\,
~ Side

- Natural ,Groﬁlld Level .~ °

T

: All lead- off ditches shall be oraded to drain water with a l‘p’el"c'envl miniimjih'td 3 ﬁpercent» o '
- maximum ditch slope. The spacing interval dre variable for lead-off ditches and shallbe * = -
‘determined according to the formula for spacing intervals of lead off ditches, but may be -~ -

g amended dependmo upon existing soxl tyi pes and cente1 line 1oad slope (m %) :

.

meula fm Spacmo Imterwal of Lead off Dltcheq ‘

( Example On a 4% road <lope that is 400 feet long, the water flow shall dram water . . S

1nto a lead off ditch. Spat,mc inter val shall be detelmmed by the followmo formula:

400 foot xoad with 49 o\l oad slope 40’)‘ + 100‘ = 7\'\0’ lead offdltch mterval
- 4% o

- \1Culvert Installatmns . MR
Appropuately Sled ualvelt(s) shall be mstalled at 1he dee D watelway channel ﬂow
e crossmg_, . o . , ST



Cattle«ruards

L An app1opr1atel> sized catlr iwuaxd( s) suﬁscnent to cair y out me pm]ect shall be mstalled *
and mam‘[amed at feme Cross mO( s). ‘ , : :

’ ‘Any existing cattleg uzud(s) on the acccss marl xhqll be re paned or Leplaced if they are -

- damaged or. have deteriorated beyond pl actical use. The operator: shall be responsible for -
- the condition of the existing Lattl guard(s) tl}an are in place and are utilized during lease

- operations.
A gate shall ’be c‘onsntructed’and fastened sécurély to H-braces.

Fence Requu ement

Where entry is required across a fence lme the f ence shall be br aced and t1ed off on both”

B s s1des of the pas<a<reway prior to cuttmv :

The operator shall no‘uf y the p11vatc su1face 1andowne1 or the 01azm0 allolment holder v

- prlor to croscmo any fc;nce( s}.

h Pubhc Access

Public access on this road shall not be restricted by the operatm w1thout spemﬁc wrltten
.- approval Uramed by the Author17ed Oiﬁcel " . :

-
8
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DRELLING

DRILLING OPFRAT[ONS REQUIRFMENTS

The BLM is'to be notrt;ed a mlmmum of homs n advance }01 a representatlve to -
w1tness ‘ : :

', Spuddmg well

.a , - ‘
7 b. Setting and/or cemen‘tmcy ofall cesmo trings

o1

' 2

s

¢.. BOPE tests

| !E Eddv County
Call the Carlsbad Field Otﬁce 070 East Gleene St (‘allsbad NM 88220
(575) 361 782” ’

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

Unless the ploductlon casing s has been run and cemented or the well has been
-properly plugged, the d] 1]11110 rig shall not be removed from over the hole w1th0ut

' prlor approval.

Floor contloh are lequlred f01 IM or Greate1 systems These controls will be on the
r1g floor, unobstructed. readily accessible to-the driller and will be operational at all

~-,‘times during drilling and/or completion activities. Rig floor-is defined as the area - -

1mmed1ately around the rotary table; the area immediately above the substructure on

. N Wthh the draw w01ks ale located this does not mclude the dog house or stalrway o
" area. - : : :

o »‘;\4

The record of the drnlhng rate aloncr Wllth the CAL/GR/N well log run from ™D

" to surface will 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 addztmn to the paper copies. The top and bottom of Salt are to be ‘

- f recorded on the Com]pletlon Report

V B’:,."

CASENC 3

U Changes to the approved APD casmg and cement px ogram reqmre submlttmg a

* - ‘sundry and receiving approval prier to work, Fallure to obtain appr oval pnor to L

: ’work Wnll result.in an Inudent of Non Conmphance bemg issued.

o Centrahzers requn‘ed on, surface easmﬁ per Onshore Order 2. HI B 1 f

o PageSof13



. Wart on cemem (WOC} hnu for a pnmar" eement Job MEE be a mmlmum 18 hours o
for. a Water basin, 24 hours i the potash area, or 500 pemrds compressive strength,

" whlchever is greater for all casing strings. Provide contpressive str engths including ~

" hours te reach re uu ed 500 pounds’ cotit ey ssive strenoth irior to cementing each -
r P i 1

casing string. ' See mdn wlual casmg strmﬁs for detm!s reqardmg lead cement shurry L

frequlrementm

No pea gra\ ei pel rnrtted fur remedml or fal“ bacl\ remedwi wrthout prior
‘authorization from the BLM engmeer :

B Medmm Cave/ﬁ(arst : :
‘ Possrble lost cir culation i in the belaware Wountam bmup.

1. The 13-3/8 1mh surface casing sh all be set at approximately 100 feet‘and cemented to
the surface o S S : ST .

a. If cement doés riot circulate to the surface, the appropriate BLM office shall,

< be notified and a temperature survey utilizing an electronic type temperature

- survey with a surface log readout will be used or a cement bond log shall be
run to Verlfy th«* top of the cemeni: - :

b.. . Wait on cemersrf (W OC) time for a prlmary eement ]Ob is to mclude the
S .lea«l cemem shurry , Coe

'

“ e, Waiton ‘cement ( WO(“ ) trme for a 1emed1a1 job will be a minimum of 4 hours
- " after bringing cement to- surface or 500 pounds compresswe strength
- whrcheve1 is gncater »

- d.- If cement f'rl]s nck 1emedml eementm(7 w1ll be aone pr101 to drrlhng out thatl ’
e strmo ' ~

2 The mmlmum requrr ed ﬁll of cement benmd the 9 5/8 mch mtermed1ate casmg 1s

. Cemeni to surfaee If cement doe> not urculate see B 1 a, c- d above . :

. Wait on cement (WOC) time for a pnmary cement job is o chude the
lead Lement sllurr'y due to cave/l\arst

‘ lf 75% Or grearer lost crrr’ulatmn occurs WhlEe dnlhno the mtermedrate casmg hole,
. the cement on the pmduu ron Lasmg must come to surface ;
Centrallzere reqmred on horrzonta& Eeg, must be type fm horrzomal serv1ce and

\ mlmmum of ome evcrv oﬂhw jemt :

Prlot hole plufI is approw-d as m, but the botmm piuo mwst be tagoed zmd depth
reported on the Subsquemt Sundry detmlmJ rhe casmﬂ ao;twrty \ -




toe

‘ 3 The m‘mmum uqum d f}l of ccmcnt bchmd the 5-1/2 inchp’roduction casingfis:"

[Xl C erneni snoa]u ne back at Icast 500 fcet into p1 evious casmg stlmo Operator
shall plowdf—‘ me tl—\O\ of Venﬁcat'nn : -

;Contin,’qencv'Casﬁng‘ .

4. The minimum requiréd fill Ofcement behind the 7 incih second intei'mediate casingis: -

& Cement to sur tace If cement does not cnculate see B 1. a, c- d above.

Wait on cement (W OC) time for a.primary cement jobis to mclude the

ie‘ld comem ,imrv due m cave/karsz R -
5. The minimum required fill of cement bchind,the 4-1/2 inch production casing is: -

a. \First slaoe w DV tnoi cemcnt shall: ’

. Cement to cnculatc f cement does not cnrculate contact the appropuate
BLM otﬁcc ; - -

6 IIf haldband drill pipe is rotated II]SIde casing, 1etums W111 be momtmed for metal. If ) ,
- .metal is found in samples, drill pipe will be pulled and mbber protectors which havea-. - .

larger diameter than the tool joints of the dnll plpe w1ll be: mstalled pr101 to .
' contlnumo du]i Ing ope la‘nons : f -

o Ci‘ PRES‘%URE CONTROL

. 1. ,‘All blowout preventer [BOP) and relaied eqmpment ( BOPE) shall comply Wlth well

control requirements as described in Onshole 011 and Gas Older No 2 and API RP 53

Sec 17

e 2‘.4) Minimum woka,g, pxessure of the blowout plevcrter (BOP ) and related equ1pment

.- (BOPE). required for dnllmg below the surface casing shoe shall be 3000 (3M) psi.
- Plpmg from chioke mamfold to ﬂan e to be as stralﬁht as possnble L

: 3 The approprlate BLM ofﬁcc shall be notn" eda mlmmum of 4 houl s in advance for a o
L replesentum ve to wnncss the 1ests R : T LT

. a Thc tests shall he donc by an 1ndependent serv1ce company

B ’b.'Y‘Thc 1esu}ts 01 the test shall be 1Pp01ted to the 3ppx opr 1atc BLM ofﬁce

“zzlc.t All tesis are 1cquned t be 1ec01ded ona cahb1 ated test chalt A copy of the
N BOP/BOPE test chart and & copy of mdependem serv1ce mmpany test
S wﬁl b submmed to, the appropmate BLM ofﬁce

O Page 10013



A) 2

~d. - The BOP/BOP! fest @lwaﬂ incl ude a low pieqsruc fest ﬁom )30 to 3()0 p51 (
Tne test will br held for a minimum of 1 0 mmutu@ if test is done with a test -
plug and 30 minutes mthoul a tLS: p‘u; '

D..  DRILL STEM TEST

- If drill stem tests arfe perfoimed, On\shhorelOrd.ér 2IHD“ha}‘ bé fglloWécl.‘ :

CRW 110609

PRODUC FEON (POST DRILLENG )

A, WELL STR‘{ CH RFS & FACILI [IES

. Placement of Production IF’%llmes

Production facilities should be placed on the well pad to allow fm maximum mtemn '

A \lecontoul ing and 1eveoex ation of the well ]ocaﬂon

L Containment Sir ucture9 : : - : o ‘

" The containment suucfme <hall be constructed o hold the capacxty of the entlre contents‘: C

. ofthe largest tank plus 24 hour production, unless. more stringent protective . o
R {,frequlrements are deemcd necessary bv the Anthouzed Ofﬁcer

e Pamtmg Reqmnment : L A.
o All above-ground structures 8 mch dm<T metq housmo that are not subject to safety
" requirements shall be painted a flat-non- wf‘eﬁtlve paint color” :
- Shale Green 1\mmsell Scil Color Chart # 5Y 4/2 -+
o :fB,‘f .[ PIPLLINFb i

el Ewcmﬁcums Rt
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A INTER M RECL » vmiro\

) “'/If the Wcil s 3 uoducei intetim iceiamation sh ail be conducted on the weii Site in-
..+ .accordance with the orders of the Authorized Officer. The operator shall submit a Sundry
- Notices and Reports on We Hs ([“rmce of mmr) Form 5160-5 piioi to conducting

intelim 1eclamauon

During the life of the development, all disturbed areas not needed for active support.of
- production operations shou'd undergo interin: ieclamation in order to’ mmnnize the
~ envirenmental impacts of de\ ci p:ncnf on othei iesouiceq arid uses. -

The opeiato* s should worl vmh BLM SllldeL mamcrenient Dpemahqts to devise the best
strategles to reduce the size of the location. Any reductions should allow for remedlal
well opera‘uon s. as well as afe and etficn, nf mmovai or‘ oil and gas

During reclamation, the rernoval of caliche is important to increasing the success of

* revegetating the site. Removed caliche may be used for road repairs,. fire walls or for -

- opérations, it inay be necessary to drive, park and operate on restored interim Vegetation

building other roads and locations. In order to operate the well-or co‘mp'lete workover .

" within the pievmusiy disturbed afea. Disturbing revegetated areas for production or’

Workovei operattons will be allowed. It there is significant’ disturbance .and loss of

_vegetation, the area will ne ed to be ievcceta’red Communicate with the appiopriate BLM

g o ofﬁce for any \cepticns’c xem} ptions if n eeded

}(B]. * RESEFDENG PR DC‘EDURI&

: ieseed the location and ail uriouudmo dmuibed areas as fOHOWS

L Seed Mixture i: for Loain}/ Sties- |

‘ :iThe holdel shail eed all di uubed areas With the séed nm\iure listed below The seed ‘
mixture shall be planted in the amounts specﬂied in pounda of pure live seed (PLS)* per

1

LRI

KRN

acre. There shall be no prirnary or secondary noxious weeds i in the seed mixture. Seed..

) ‘,‘ will be tested and the viability test ing of seed will be done in accordance with State .
fj_law(s) and within nine (9), months prior to purchase. Commeicml seed-will be either’

- “certified or registered sced:- The seed comtainer will be 1agged m accordance w1th State
L ﬂlaw(s) and av ai ab]e foi ins cLiI()h bV the authomed oﬂicei C e e

g Seed Will be planted using 4 511 iii c‘quipped \Vith a depth reoulator to ensuie pioper depth‘ L
© regulator to ensure proper depth of piantma wheie drilling is p0331ble The seed mixture -

" will be eveniv and umfor mly- pi'mied over-the disturbed arca (smaii/heavici seeds have'a - oo

/tendencv to dmp the bot‘ro m oi‘ rhe drill & id are planted ISl) ‘The hold r,shallxtakek Lot

./\v




‘happlopnate measures 10 2nsure 'ilm does ut 0CC R, Wim' iuilmo isnot p0331ble seed
- will be broadeast and tht ired lel b«v lcdmi or chained to cover the seed. When -
'broadcastmg ihe Rctd the pounds per acre are 1o be doubled. The 5eedmo will be
“repeated until'a satisfactory stand is establ shed as determined by the authorlzed officer.
- Evaluation of growth w11 mt be made befoxe comple‘uon of at leas*t one full g10w1ng
_ season after see dmu w L T o c- S

‘ Spemes to be whmed in pe unj_, cf pure h ¢ ceed‘ peI ace:

* Species ) ib/acre
Plains lmeom ss (Eragrostis intermedia) - , 0.5
Sand dmgmeed (Sparobolus Cryptandrus) L 1o
Sideoats grama (Bouteloua curtipendula) . J 0

" *Pounds of p111'c3_]ive seed:

Pounds of seed % per ceni T ny x percent ‘6111111]dt1011 = UOUHdS pu1e hve seed

X FHNAL AEANDONM EN’E’ & REH ABILITATE(}N REQUIREMENTS : h

Upon abandonmem of the vvell and/or when the access mad is no' longe1 in service the
- Authorized Officer shall issue instructions ard/m or der« for omface reclamation and
: ~rest0rat10n of all disturbeg areas. .
, On prlvate sm mw/fedmal miner al estate land the leclamatlon plocedules on the 10ad and o
- well pad shall be %compb"hed in accmdance with the prwate smface land OWner
Vjagreement ‘ : SR
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