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FORM APPROVED

<AL Mk pAf34 B
Expres Stach 31 200 BHL: L8, 14888

S Lease Senal No.
02884, 02887B&D, 0719888, 28881

6 If Indian, Allotee or Tribe Name

W ]pRILL

la. Type of work

011 Well D Gas Well DOther

Ib. Type of Well

D REENTER

Smgle Zone DMulnplc Zone

7 1f Unit or CA Agreement, Name and No

/a9y

8 Lease Name and Well No g2 KFHlo
James Ranch Unit #110H

2 Name of Operator
BOPCO, L. P.

<aLp 73D

o P
9 API Well No

D-06-38115 .

3a Address p, Q. Box 2760
Midland, TX 79702

3b" Phone No. (mclude Qﬂa code)
432-683-2277

10 Field and Pool, or Exploratory (50 nL3

Quahada Ridge SE (Delaware)

4 Locavon of Well (Report location clearly and n accordance with any State requirements *)

At surface

At proposed prod zone

NESE, UL I, 2235' FSL, 530' FEL, Lat N32.332922, Lon W103.827336
660 FNL, 2310 FWL,Sec 8-R23S-R31E,Lat N32.324475,Lon W103.80093

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

Sec 1, T23S, R30E, Mer NMP

14 Distance i miles and direction from nearest town or post office*
20 miles Northeast of Malaga, NM

13 State
NM

12 County or Pansh
Eddy County

15 Distance from proposed*

16 No of acres in lease

17 Spacing Unit dedicated to this well

530"
location to nearest
roperty or lease line, fi

FA]SO tonearest drig umt hine, if any) 7995.40 400
18 Distance from proposed location* 19 Proposed Depth 20 BLM/BIA Bond No on file

1o nearest well, dnlling, completed. , ) D

applied for, on this lease, fl 5 17,348' MD, 7714' (TVD) COB000050
21 Elevations (Show whether DF, KDB, RT, GL, etc) 22 Approximate date work will start* 23 Esumated duration

3294' GL

08/01/2010

30 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

I Well plat certified by a registered surveyor
2 A Dniling Plan

3 A Surface Use Plan (if the location 1s on National Forest System Lands, the

SUPO shall be filed with the appropriate Forest Service Office)

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

Item 20 above)
5 Operator certification

6  Such other site specific information and/or plans as may be required by the

authorized officer

Name (Printed'Typed)
Annette Childers

Date

2.93-310

Title
Regulatory Clerk

v

Approved by (Signature)

LS/ TP 1T, HEH L

Name (Printed/Typed)

SO Ty 7 MR

Date .

"=y ¢ STATE DIRECTOR

Office

NM STATE OFFICE

Application approval does not warrant or certify that the applicant holds legal or equitable title to those rights in the subjectlease which would entitle the apphcantto

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

APPROVAL FOR TWO YEARS

Title 18 USC Section 1001 and Tutle 43 USC Section 1212, make ita crime for any person knowngly and willfully to make to any department or agency of the United
States any false, fictitious or fraudulent statements or representations as to any matter within its junsdiction

SEE ATTACHED FOR
CONDITIONS OF APPROVAL

Carlsbad Controlled Water Basin

A= s/24

APPROVAL SUBJECT T0
GENERAL REQUIREMENTS
AND SPECIAL STIPULATIONS

ATTACHED




DISTRICT 1

1625 N. French Dr., Hobbs, NM 88240
DISTRICT I

1301 W. Grand Avenue, Artesia, NM 88210

DISTRICT III
1000 Rio Brazos Rd., Aztec, NM 87410

DISTRICT IV

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

WELL LOCATION AND ACREAGE DEDICATION PLAT

State of New Mexico

OIL CONSERVATION DIVISION

1220 South St. Francis Dr.
Santa Fe, New Mexico 87505

Form C-102
Revised October 15, 2009

Energy, Minerals and Natural Resources Department

Submit one copy to appropriate
District Office

O AMENDED REPORT

API Number Pool Code Pool Name
50—-@!5’2}8‘ (5 S =rT] 50“1*3 Quahada Ridge SE {Delaware)
Property Code Property Name Well Number
306407 JAMES RANCH UNIT 110H
OGRID No. Operator Name Elevation
260737 BOPCO, L.P. 3294’
Surface Location
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
| 1 23 S | 30 E 2235 SOUTH 530 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 Eest/West line | County
A 8 23 S | 31 E 660 NORTH 2310 WEST EDDY
Dedicated Acres | Joint or Infill [ Consolidation Code Order No.
400 N
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

PROPOSED DELAWARE
PENETRATION POINT
lat — N 32°19’'58.52"
Long — W 103°49°38.41"

NMSPCE= ¢ 697621651
(NAD-83)

SURFACE_LOCATION
lat - N 3219'58.52"
Long ~ W 103-49'38 41"
N 485218.026
NMSPCE= ¢ 697621.651
(NAD-83)

N 485218.026 NMSPCE-

PROPOSED LOWER  PROPOSED BOTTOM

Lat —= N Lot = N 32°19°28.11"

32°19°55.47"

Long — W 103°49'37.13" {ong — W 103°48’03.35”

N 484910.20
£ 697733.63
(NAD-83)

_ N 482184.90
NMSPCE~ £ 705793.20
(NAD-83)

OPERATOR CERTIFICATION

I hereby certify that the informatwn
contained herein is true and complete to
the best of my knowledge and belief, and that
this organization either owns a working
interest or unleased mineral interest in the
land including the proposed bottom hole
location or has a nght to dnll this well at
this location pursuant to a contract with an
owner of such a mineral or working interest,
or to a voluntary pooling agreemseni or a
compulsory pooling order heretofore entered by
the division

2010

o ————

- - - —
'____-

-—--

F -

22/

Date

o

Signatyfre

4}4&@/3

Gary E. Gerhard
Printed Name

SURVEYOR CERTIFICATION

I hereby certify that the well location shown
on this plat was plotted from field notes of
actual surveys made by me or under my

supervison and that the same is irus and

_%i
:

PR S

330"

correct to the best of my bdelisf.

R QR

SCALE = 17 — 3000"

7977




Mosaic Potash Carisbad inc. Tel 505-887-2871

M - PO Box Tt Fax 505-887-0589
gsa’c 1361 Potash Mines Road

Carisbad, NM 88220

W,
q www mosalcco com

March 11,2010

HRECEIVED
Mr. Brad Glasscock '
BOPCO, L.P. : MAR 1 8 2010
201 Main Street , .
Fort Worth, TX 76102-3131 ' LAND DEPARTMENT

(817) 339-7185

Re:  JRU#121H, S17-23S-31E, 2450’ FNL, 1500’ FWL
JRU#120H, S8-23S-31E, 290’ FSL, 1990’ FEL
JRU#119H, S8-23S-31E, 1640’ FSL, 1830° FEL
JRU#115H, S5-23S-31E, 330’ FNL, 120° FWL
JRU#114H, S6-23S-31E, 270’ FNL, 710’ FEL
JRU#111H, S8-23S-31E, 2000’ FSL, 1750’ FEL
JRU#110H, S1-23S-30E, 2235 FSL, 530’ FEL
JRU#109H, S1-23S-30E, 2310’ FSL, 530’ FEL

Dear Mr. Glasscock: )

Per our discussions this week concerning 8 wells referenced above, all of these
locations are either “behind” previous drilling or adjacent to WIPP and will not affect
expected mining plans. Contingent upon all of these wells being Delaware only wells
(nothing decper), Mosaic has no objection to these locations.

As more information becomes available, our estimates of the extent of potash
resources in any given arca may change. Therefore, please consider a “no objection” or
“objection” to these locations to be valid for one year only. Do not consider a “no
objection offered” or an “objection offcred” decision to be permanent.

Mosaic Potash submits this letter in licu of the forms requested.

Sincerely,

Morehouse
Mine Engineering Superintendent



Prndiners BERO-S40 (071

o OIL AND GAS LEASE T
g 80 i B ety ofuaAlU1Y. R 19,81, botween
e N oy e, Individualiv:ond Fs Trdependent Exatuirix o5, the Eatate of R Knon
Rayle,. Deceased . : .
fessor twhether ane of more). whose sddress w Py Q. 80%.10,_idland, Yexas 79792 .

koee, WITNESSETH:
1. Lissor, In conslderation of 1he sum of Tea Sollats £510.00) and nther pasd and riluatle comlderation, recelpt o(whkh'lr )mﬁy'ldl\u\{cd;cd.
and of the coveninty 1a8 ageements of lessee herelnsfier contalned docy hereby grant, lemse sad let untu lesscr Me g covered hervhy o7 the pusposes

© ad with the escludve cphe of nplndut. drillipg, mialap aad aperatlng for, producing and awning ofl xad g3y, Including casiaghead pa, Saxlnghwd a0
d and o} nated hy ant tactuding all uther products produced therewith, herelnaficr itfernd to cullectively as “sid minerabs™,

tagethes orhth (he tlght i make warvcys on aabd fand, lay pipe tines, ertablish and vulice facdities far susface o1 rubewifzoe disposal 67 alt witer. cunsiruct
toads gnd bridget, &‘; cansls, bulld “"“} powrr stntlons telcphone linds, employes houses and oihee stewciure on wid 13nd, Acoessary or usalful in Jeasee’s
n expl ardilag lfar, ciag, reating. sloring und transposting 1l minesals predused (rom the 1and covered hetedy ot any other tand

.
2' ygjecent thermto, The land covered hereby, herein called “said tind”, I located In theCounty of _EAQYn.cm mmrmrmsnnm Stste of NEW Mexico ...
" and 1 deserided a3 [ollown

nd...Belco Petraleum.Corporation

-

NE/4 NE/4 Section 7, Township 23 South, Range 31 East, N.M.P.M.

: « {Notwithstanding the provisions in paragraph 3 hersin, ft is agreed that where
. the fraction 1/8th appears within said paragraph 3, that the same shall for the
purpases of this lease be deemed to read 1/4th) N

Thb fensa oo covess and inchides any land contipuous 18 of Ml;olnin# the 1and obove descrided, other than thosw constituting regular governmental tub-
diviglons, and f2) owned ur clalmed Te1s0t by Emitation, prescrip 1! reversion o ded | or {b] 31 L0 which levsos has 3
preferential Aght of sequinltion. For the purpase of detirmining the amount of any bonus, delay reatal or ctfier payment harsundsr, said land thall be

" geamed to cootaln, A0 o cae. 20, 5 actually eontalning more onlsiy, and the s secital of acarage in any teact shall be deemed ta be the
_trms acreags ihereel thvee TIY vesrs ‘efecrive Frbn L o

2, Unless sooner terminated ot longer keps In fores undet wiher pravisions heteol, this lcsse thall remain in fore {01 a term oQremt40yreanrirom-the
dote-hereed, hereinaftet called “prmary term™, and s long thereafiet 2 1aafeer deflned, are conducted upon said land with no cexation
for more than nintty (30) comsecutive days,

3. Asroyy, ltasew covenants and agrees: {s) To dediver lo the eredit of lewsor in the plpe Hine to which I2xsee may connect Ity wells, 1he equal ons-
d{hlh pat of all 84 produced sad saved by lesee from said hand, o [rom iime Lo time, et the option of Iesee, to pay lessut the gverage posted market price
«of such one<lchih part of nich ofl sl the wells as of the day 1 i3 1un lo the pipe line or rlorage tanks, Icasor't isterest, In either €ase, 10 beat anslghih of
tha casl of Ireating ol 16 rendey it markalable pips fine all: (b) To pay lzasor 07 g3 and Caslaghead g3 produced from sad Land (1) when 3013 by levser, one.
&ighth of the amovn! reatlzod by Yeaseo, computad at the mouth of the well, or {2) when Laed by Sessce off sand Jand 61 Ja the manufacivre of garadine or
og:‘: prodsely, the markay valug, ol the mouth of the well, of anceigh(h of sueh £33 1ad cadnghesd gast tc) To pay lessor on ahl gider of 13id miaceads pro-
. duced and marketed or vtliced by konee from xid fand, one-tenth either In Nind or Lhe marked value thereol al the well, ot [essse’s cleetion, LT, a1 the expits-
+  Uon of the piil 1eem o1 at any time 0y times thereatier, there i any wefl on tald Tand o¢ on landy with which 1ald 1and of uny puitiun theieol has been
pocled, eagadie of producing oll or gas, snd ali such wells are shutdn, thiy lease shall, mevertheless, continue In fonis as hough opesations were delng condoe-
ted on tang for 30 tnnf 35 asid welly are sBu-in, and theseafier this lease may b continued In furce 3¢ if no dhut-in hud anurred. Lexseg covenants sad
aprees to ust reasomable duigeace to prudece. utitite, of market s21d mineeats capable of being produced fram ssdd wulls, but in the excise of such diligence,
lessee aball rot be oMigoted 1o inutal) or fumiah frcidisier oihee than well f2ities and ordinary lease Socilitley of Dow lines, seporator, and luase Lank, snd
shall not be requird 10 sctile tabor trouble o7 10 market pas upan terms vaacceptable 0 lesee 11, 61 any time o¢ times after the eapatation of 1he prmaty
term, M1 auch welh aze shotdn (ot n perlod of nincly 190) consevutive days. and duting suh lime there oro N6 of€ralivns on s3id 1and, 1hen at a1 bufore the
eapliation of raid nmety-day perad, Jawe (had) pay or tender, by cheek 04 dralt of beued, 38 royalty, 3 sum equ:d 16 the amouni ul snnud delay sentad pro-
wided for in thistease. Lewsee shall make lke payments ur tenders at or defure the end of 0azh unatversary of the uxplration of mid mryda( petiud if vpon
rwch anadyessary this fease s dring continued i forve witly by reason of the provisions of this paragraph. Each uich payment or teader shall de mode 16 the
pazies wWho at the tims of payment woudd be entiticd 16 receive 1he toyalties which would de pald under this ket If the wells were producing, =nd muy be
depositcd In Ihe deponitary bank provided far boJow, Nothing herela shall impals tessce’s tight to release as pravided In patagraph $ herwul. In event of
sssignment of 1his Icaze tn whale ot {n past, Kabllity for payment herewpder shall rest excluurely an the then tsincr o ownets of thitlease, seveeally 03 10
screape owned by caeh.

4, Lesee s hereby granted the fight, st Ju opiion, te pool o1 bailtie any Lind covesed by thislease with 1ay other Jand covered by Whi1 leave? andfor
with iy other [1ad, Jeasz, ot leases, 31 1o any ot afl of raid miaerahy or hatizons, o 25 1o establih unltt contalaing nut more than Bl sutlsce acres, plus
10 acreags tolennce; provided, Bowtver, unila may br eaisblished as to any ene or more horezons of exfiting Lnits may be calarged ot ta any ooe ot mare
Borizobs, 16 s ta contaln nOL more than 640 surface »crts plus LO% acreage tolerance, if timised 10 one of mose of e following, Y\l £33, uther than easing:
be2d pas, (23 tigwd hydrocarbons [condensale) which ars not liguids lo he subtusface reservolr, (3} mincsals poduted from wells dxalfied 2y 29 welts by
he conscrvstion agency having jurhdclion, 11 largss unils than any of thow hersin permaliced, either at the tline esnablished, ot 2f1c? calatgement, are re-
quired under any minenta) ade or order, for the drilling o¢ operation of a well st a n:uhriondon_ of for ¢ diaining maximum allowable feom any well
© be drilied, drilling, oc aready drilfed, any such unjt may ¢ estsdlihed of cnfasged (o Conform 10 the alee tiquited by such govemniental crdve or aule,
Lesae shall ¢xerciso said option a3 to each desired wnil by exccuung an fnstmment identifying such vnit and filing it for tecurd in the public uffve in which
thiy Lease Is saeorted. Exch of 1210 optiors moy be exerchied by lesue a1 any 1hme and f1om time 1o thme whiie bl Jexc b o force, and whethe: belere vt
siter producilon his been cstablithed either on xsid land. or wa the ,cnicm of 1214 tand included in the unil, or on biher tand unitized therendth, A unly
established hercunder shal be valid and effective for s purposes of 1hs lease even though there may be mineral, royaly, of leasehuld Inicrests in lands
withls the unil which art nol alfecively pooled or unitized. AAY opefatlons canducted on any part of such wmtis el fand halt be conddered for 3l potposes,
except Ahe paymemt of royalty, operstions canducted :rm 3ald 1and uader this lease Thers chall be allocated 2o (he (and coveied by this lease whthin each

such unle that proparden of te iR producion of enliixed atinaqals from the unkt, after deducting say used i leass o wnit operations. which Owe Aumbet
of suiface actes in sush land covered by this lease within the unlt bears to the 101l nember a(rrl’u: acres In the unit, 1nd the prodection 3o sllocaipd
shadl bo considered for Al purposes, including payment or delivery of royalty, averriding eoyalty an,

any oumf ayments out of greducilon, to be the entire

produtibon of unitized minezali from the land (o which afiocated (8 the same manner 31 though produced thetedtom under the tctms of this beast. The owner
of the teverrlonary cstate of any team 10yalty or mineral eatats agrees that the scerual of royalties pursuant to this parsgeaph ot of shusde toywilss from 2
well gn the vall shall satiily any Hmitation of term 1equiring production af ofl of pas. The {urmadon of ay unis Aoreunder shall not have ihe effect of cx
ehanging or tramslerring any fntetest under this fcase betweea pardes, Nelthar shall 1t Enpalr the right of lessee to teleaw 35 provided in patagraph $ hereod,
£xcept that Kises may not 10 celeass a3 30 130ds within 2 uals while theze are opesations thereon for uninzed minerals valess all puoled keases are aclessed ol
to L1ads within de unit. At a0y Ume while this kease b in forte leses may dissobre any uait eatablivhed hereunder by filing fur jecord in the public uffive
whers ths dese Us recosded a declaration 15 thot effect, I{ at that time no operations are being copducted therean for univircd minetaly, Subrn 1 the pro-

+ vidans of thiy paragraph 4, » unit once establithed hereundes shall 1emaln In force 30 tong as any fease wbject B ercto thall remaint in furce. 3 1h]s teass Row
o1 hereafter covers sepatale tncls. no pooling or unltization of topadty laterests as between any sech sepaeste 1:actr Is lntended or shall be boplicd ut result
mesely fsam she Inelosion of such 2pansie iscis within this Irase but lesser thall nevertbebess Bave ihe 13ht 1o poul ut unitise 21 provided In ihit pararraph
4 wh Q! of 21 hertin provided. At usxed In s paragrapd 4, the words “acpatate wat™ mean a0y wact with roy diy wwner
ship differlng, now or hereafter, cither us to partles of menownts, [om hat 2 to any olher part of the teawed fremiwy, .

3. if opentions are not tonducid on 3aid fand an of defare the fint anniversary date hereof. ths fexe thall terminate as to both partles, untess

4 lozsce om 01 belore 3a0d date ahall, subject 1o the further proviions hereof, pay o1 tender 1o lessar of 2 €06t 18 DAL, vrre g s s w e
-.-.Midland tatiana) o o A fandS Fessy 478 ol

which shall continue a1 the éepastiory, regas of changes {n hip of delay reatad, royaities, or atber moneys, the sum of $40.00
which hall openate as delxy rmial and cover the privilees of defering dperations for oo year from sald datr, In hike manaer and upon like pa:

teadeqs, apcrations map de lurther defericd for like penods of onc year eaxch dudag Ohe primary term, (€ at any time that lessee pays ar kendes detay
entd, royelties, o1 other moneys, two o1 more parthes are, os tlalm 10 be, €ntlied 1o rccelve 1ame, lesten tray, 30 Heu of any other method of payment

192 ‘ B

mal ot eelivered to lessor oc 10 the depaskiary bank om ar belore the
sceeags badds, and 3 fulure to make piaper pxyment ap tades of del
thls 16248 2 to any portion of said land or as to
i an sliempt to make peoper payment, but which
1 termination of Uus 1208 and 10 eatend tha time within which

Mnh! provided, Ppay of teader ruch repud. royaltics, of athcs moneys, In Lhe manaer heretn specified, either ldm{y 1o surk pasiies of soparsiely lo tath In
wath their i thips thereof, as tessan may efce

. Anx payment hereunder may be made by chak at drafiof tessce deposited (n the
1231 date for payment. Said delay rental siualt e apportiunabibe ax to 1add 1and un 2n
lay #endal as (o any portien of sald (anc o1 a8 10 aAY inlerest thereln thall pot alTect

Interest thereln as to which proper payment or lender ls made. Any poyeent ot tendeys which Iy made
erroncons la whole or b pxit ar ta pardes, amounis, ot depository, shall neverwelest be wificlent (o

apetations may be conducted in the same manatt 3 Mough 3 proper payment had

#other dank a5 1gent to recclve such payment. Letsce ma
releases of thls Izlfc 215 any H

en made; provided, howewer, lesiee thall carrect sush error within thisty (30) days aftes kasee has revemed written notice thoveol from Jessor, If the dae
Pository. baak show!d refase to sccept any rental tendered hercunder, the teader meverthelens thall be Nully efVeciive and bessee shall hawe no oblipative to
taks sny further uader of payment in connecuon therewith uatd sfter 1nsor hall Kave Turnished Toaser with an Wstrument uslaerory 1o leoee faming

st 30y fime 3ad fiom (ime o Hms exccots and deliver 83 Tessot o file for record 3 1deass af

of al of 1aid tand o1 of sny minesal ar beriton thereunder, and therehy be jetirved of 3l obllgatiom as ta the celessed

acraags of Wiersl U this lease Is 5o celeastd as 16 alf of tald minerals snd hortzons undes a partion of suld lasd, she delay sental and othor pyymenys vamm-
In 8 I i shatl oy be rcduced in the proportion that the eclnased Deass 1o the sereege which w ’;’h
G:g:h!:ly Nt ' screagt $ ] a3 corered by this lease

- . o
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193

& It 3oy time or timex Juting the primary feam operatinns 5¢ condocted on sald 13nd and I 3lt opcrstions are discontinued, this leass thafi the o
after tmlnare on §iu snnfversasy date nexl Tulluwing the ninstivth {P0Lh) day after such dicontinuance balers 0a o1 before such anniveruary daig liner
cithee {1) vondevis operations or IZ) commences of Cuimes 1ae pAY LN of tender of delay entall provided, howeves, if such anniversary dale b 33 bhe end
of the pitnury Lesm. or I these Iv no fusthes snnivenary date of the primasy scom, tids fesse shall Kemiasis ot (e end of such (erm of on the pinsticr
€90s2) day ohies 8k L of oll op ch s ohe hater dane, mnless on such fawcr date chiher (1) lessce b conducting eg«auul o1 (2) tha
hukln well pravisiom of pvar.?myh ) vt the provivion: of paragraph tl are pi2d In this Jease 1ho whil V' mlm shall 7om >
tioas for and any of the folluwing: driling, testing, comple 1 ing ) Ing, plurgiap bk o repuiring of & wel In seasch for of In an
endeaver 1o obtain production of oll. gas o1 othec of sald minezaly, or Bre production of oil, g0 o ather of s2id minenals, whethel o1 wot ia Paring quantitien

7. Lesxce shall have tbe ue, fiee from suyalty, of walcr, other than from lessor's water wells, snd of ofl and gas produced fram sald Jand in ol opers>
tlons herewaths. Lessee shall have the sight st any time to remors alt tachinery ang fatuies %hccd on nid {and, includisg the rght o draw and removs
casing. he weii dud) W NS pes Ban now an 5aid lind wathout the comsent of the lenot, Leses shalt gy for damagna

tauwg by it upsrations o pruwing . '

L The righis and cuiale of sy party heiclo may be auigned from time 3o time in whole of in part and as lo any of zadd minersls ot hordeons. All of
1ho covemania, oblipatlom, snd considerations uf this Jease shall extend 10 and be binding wpon 1he pariks lereio, their helrs, suceesson, auirns and succers-
[l . No change of dbbilon In 1he ownesihip of sald tand, reysltsy, 8ctay rantal, of other non?-. or n( pas thereod, howsoryss -md,:&& Lo
€rease (he odliparians o1 diminish the rights of lepses, Including, b1 nol bmited 1o, the bocotion 3nd dillling of welly snd the measormend of producticn.
Notwithstandag any olber sctual ot constractive knuwiedze oa aodice thereaf of of 1o fesce, 1l succeion o1 sssigns, no chanpe or divlden b the ownership
of sal# 1209 o1 uf the rayalies, Gxizy ki3, of aidet mumeys, o the gk 10 receive the same, howsocrer elfected, shall be dlading upan the Ien secord
owner of thisIraw ueii Uity 130) daya afies there has bosn fumished 10 sch reeosd owner at hla ar its pliMIpﬂrplxz of Wutnexs by Jessor ar lessor’s hehis,
s, o1 sy, nojice of suth vhanpe of divislon, supported by elther eriginah or duly certified coples of whe Imiruments which have deea properdy
fted fre revord and which evidence such ch or division, snd of such cout! recordy and iph, o3 othes & w1 3hall be
In ihe upinion of tuch record ownes to eeLablish the validity of such change or diviston. 17 any such chaage In ownership occuss By reason of the death of 1
ownds, lessee moy, nevesthektds pay pr isnder susk royalis, delay ratd, or aiher moneys, or patl Dhorol, 10 Ihe credll of 1M Secedent ia the deposizory
bank provided for above. In the cveat of aysitament of 1his leose 23 10 sny part {whrther ébided or undiveded) ol 120d [and, the dclay reatal payabit here
under shall dc spportiomadle av beiween the sevtral Ieaschold owners, tatahly according to U 3utface ta of undivided [ntasssts of each, and defavli tn dov
lay renisd paymcni by onc shadl noc aftect the sight of otier loaxkhold swnert Merrunder.

9. 1a (b event Jruot considers thal kesiee has not Hicd with all ity obtizations b both express and implled, 1easor shall nobfy feases In
wrihing, sctting owt specilically in what respects lesser hat breached thh coneact. Lesce shall them have sixty (60} days after receipt of sald notka within
whith lo meel ut commence to meet sl or any part of the beeaches akeped by lenur. The wermiss of 3aid nobes shall be precedens 1o the bringing of sy
action by lessor on wid lease for any cause, mrnn weh pction shall be bioughl un(@ the fapsc of sixty 160) days sfier service of 1uch notice o8 leswes.

. Nrither the sapvice of said noticd hoi the dolng of any #61s by feasce aimed (0 mee) ak or 2ay af the alicped breackes shall be dremed an admixnon or gre-
smpilon that kessee has falied 10 perform all Hs oMiganons hoscunder IF this feam 't cancelled for any cause, ) hal) nevesthelass remain {n forve and
#lfect o5 to (1) sullicknt screaps around wach well 33 to which there are opesations to thtuie s drlitng or J upif ender
goveramenty rexwlations (but i Ao event Tess than furty acres), such acreage Lo Do deaignated Ly Tessee 33 naaly ok pracilcable In the form of a square cerv
red at the well, os In such shape as then ealsiing spacing rules nquise, and (2) 3ny past of 5210 {and includcd In 8 pooled unll on which there aie oparations.
Lesxce shall alyo have such easements on 33ld fand 3 arr neceasary 1o oparations on the screage 10 relalned, . RN

10, Lenvor Xereby watranbs and aptes lo defend dils 1o 331d land apalmat the clalmy of all pertons whomsoever. Lessor’s rights and Interests hegs
under shall de charged peimarily with any mosteages, taxes ot other frens, of injerest and other t#mgu on said fand, but Jessor aprees thal kasco hall havs the
gt 31 any slme 40 pay & reduce ame far lessot, sither belore or aliet matwiity, and be subrogated 10 the rights of 1 holder theseof and 10 deduct
smounis 30 paid from rapaliies of oiher payments payable or which may become payahls 10 Jensor andfns aniens under this lease., 1] 1bis lease covers 8 beus
interest in s3id mencraiy, oo any of them, 0 51l o uny part of 531 13nd (han 1h¢ entlre and undivided fee simple estale twhether asor's lalerest s hezeln spees
iicd of nod), o5 nu Intereal thervin, then (he soyalties, delay rental, 3nd ather moncys scerulng from sny part as 1o which 1Als lease coven fris than such
(U iniesest, thalt be poid vnly in e propartion which the interent therein, If any, covered by 1his ease, bears Ao the whole ond undivided [vs slmpls suy
*therein. Al sayuliy snisicnt Comvered By Lhis Sovse (whether oy ant owaed by lessar) absli be pald out of the tayaliy hereln provided. This fease thall be
bindlag upes each pany who execuses it withuus segard 1o wheshes bt b exesuted by sl those named hesedn 3¢ leasir,

JL 41, while INI leaso Lo In foree, at, of afier 1he expiration of the primary temme beseof, 1t la not belng contiaued in foree by stasen of the shutia well
proviNens of patapaph J hursof, and lesscs 1 not condvcimng oporations ¢n sald Iand by reaion of (1) 2ny Jaw, order, rule b segulstion, (whethes as not sub
xquenily deiermined to be imalid) or 12) any other caute, whcther timilar or Slssimiar, (except financhal) bz‘m thy teasonable control of Kises, Me
primary teren and the delay rentad ions hereof drall bo catended until the (st sniversary date hereof occuring ninety (90) or more days fullowing e
rmovd of such delaylrg cause, and (s Sease may be extended themalies by operations as I much delsy had not occumed.

. 12 Lessor hereby expresdy eelinquishes dower and releases and waives all 1ights under and by vinue of the homesicad exempiion lawa Lasofas as they
may by any way aifect the putpote far which this lene is made. .

N WITNESS WHEREOP, thipjnstrument s executed on the datt fint above writtea.

."
‘).

Swgetie J. Boy) and as Ind. Sock Seruriy ov LD, Normoer

. Soclai Security o1 1.D. Number: Bec. S Sceurity o1 1.0, Number:

Soclal Security 01 ).D. Number: Soctal Securhty or).D. Nn;mbm

. Soch) Secunty ar L.D. Numbar: Soctal Secusity ar 1.0, Number:
) INDIVIDUAL ACKNOWLEDGMENT

comrvorMidiand ., :

y Noury Peblic in and for sid Cogoty and State, 8o hereby ceriify . Supetie . Royle, Indv. and as ind,

Qo -cﬁmonmy known, 4 knowa to me (0 b (he 3ame PINON —eem Bascribed In 87 W0

axexuted the foregoing Inyniment. sppeared before me Wiz day tn penan and irrd 1o e that— S he. a8d dclivered the same ot

%hﬂ;.ir"‘ and viluatary i<t snd davd, for ihe use and therein exp including the of dowst 1ad b
- B0 Gtven umter my Fyisd and offiial s m,._.m.m ofltdy o8Bl i
LA . 4 R .

"!"'7:,‘.'. ; 0:" ;‘l\:‘_\,ﬁ N RE T R '
Wy Commiiaion Bt /3 -/7-54 Nojry Public in 394 Tor wlu Covgy andSiate, residing a1 —
o RN WA R 5 R

o e P [EETENEY S
STATEOF. ) INDIVIDUAL ACKNOWLEDCMENT
. ) s,
COUNYY OF )
1, thw vadwrsignad, & Notary Pubdic in and for 19td County and State, do hareby cortify that
mé, + o me Uy known, and known 10 ma to be the same penen—_.described b asd who
4 the foregoing | appesred afors me this day In peison and acknowledged to me thal___ heeoo_ execuwsd and Sefiversd 1 same 35

e (T8 308 vOIVALLLY BC1 ] doud, fO7 Dho Wsas, e rpases WD FOmsdera Nom thervin aspressed, incloding the relinqal of downs and d.
Clven under my hand and olficial sead 1hi day of. [ § S

N

-

H
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Surface casing to be set into the Rustler below all fresh water sands.

7" casing will be set at approximately 11,500° MD (thru curve and turn) and cemented in two stages with DV
tool set at approximately 5000’. Cement will be circulated to surface.

Production casing will be 4-1/2" run with Baker hydraulic set packers Top of 4-1/2" liner will be approximately
200" into 77 at approximateiy 11,300" MD.

Drilling procedure, BOP diagram, and anticipated tops attached
This well is located within the R111 Potash area. Potash waiver attached.
The surface and the bottom hole locations are on Federal land. Both are orthodox.

BOPCO, L.P., at P. O. Box 2760, Midland, TX, 79702 is a subsidiary of BOPCO, L.P., 201 Mail Street, Ft.
Worth, TX, 76102 Bond No. COB000050 (Nationwide).



EIGHT POINT DRILLING PROGRAM

BOPCO, L.P.

NAME OF WELL: James Ranch Unit #110H

LEGAL DESCRIPTION - SURFACE: 2235' FSL, 530" FEL, Section 1, T23S, R30E, Eddy County, NM.
BHL: 660" FNL, 2310’ FWL, Section 8, T23S, R31E, Eddy County, New Mexico.

POINT 1: ESTIMATED FORMATION TOPS
(See No. 2 Below) ’

POINT 2: WATER, OIL, GAS AND/OR MINERAL BEARING FORMATIONS

Anticipated Formation Tops: KB 3313' (estimated)

GL 3294’
ESTIMATED
TOP FROM KB ESTIMATED
FORMATION TvD MD SUB-SEA TOP BEARING
T/Rustler 208 208’ + 3105’ Barren
T/Salt 661 661’ +2652' Barren
B/Salt 3661 3661’ - 348’ Barren
T/Lamar Lime 3887 3897 - 584 Barren
T/Ramsey 3945’ 3945’ - 632 QOillGas
T/Lower Cherry Canyon 6069’ 6069’ - 2756 OillGas
KOP (Kick Off Point) 7043 7043’ - 3730 N/A
T/Brushy Canyon “U” Sand 7209’ 7214’ - 3896 OillGas
Lwr Brushy Canyon "8A” 7411 7495’ - 4098’ OillGas
Lwr Brushy Canyon "W’ Sand 7495’ 7343 -4182' Oil/Gas
EOC Target 7520 7793 - 4206’ OillGas
TD (end of lateral) 7714' 17,348’ - 4400’ OillGas

POINT 3: CASING PROGRAM £, (~ 0/

TYPE INTERVALS (MD) \Hole Size PURPOSE CONDITION
20" 0 - 40" © 24 Conductor Contractor Discretion
13-3/8", 48#, H-40, 8rd, ST&C 0 - 46-5‘1'*& 17-1/2" Surface New

9-5/8", 40#, J-55, 8rd, LT&C 0 - SEFeEd 12-1/4" Intermediate New

7", 26#, N-80, 8rd, LT&C 0 -11,522 8-3/4” Production New

4-1/2", 11.6#, N-80, 8rd, LT&C 11,522' - 17,348’ 6-1/8" Production New
CASING DESIGN SAFETY FACTORS:

TYPE TENSION COLLAPSE BURST

13-3/8", 48#, H-40, 8rd, ST&C 12.80 2.48 512

9-5/8", 40#, J-55, 8rd, LT&C 395 1.23 1.82

7", 26#, N-80, 8rd, LT&C 316 1.56 177

4-1/2", 11.6#, N-80, 8rd, LT&C 3.06 184 1.91



DESIGN CRITERIA AND CASING LOADING ASSUMPTIONS:

SURFACE CASING - (13-3/8")

Tension

Collapse

Burst

A 1 6 design factor utilizing the effects of buoyancy (é 2 ppg)
A 1.0 design factor with fuli Internai evacuation and a coiiapse force equal to the mud gradient in w
casing will be run (0 48 psi/ft) The effects of axial load on collapse will be considered.

A 13 design factor with a surface pressure equal to the fracture gradient at setting depth less a gas
gradient to the surface. internal burst force at the shoe will be fracture pressure a that depth. Backup
pressure will be formation pore pressure. In all cases a conservative fracture pressure will be used such

* that 1t represents the upper imit of potential fracture resistance up to a 1.0 psi/ft gradient. The effects of
tension on burst will not be utiized.

PROTECTIVE CASING - (9-5/8")

Tension A 1.6 design factor utilzing the effects of buoyancy (10 ppg)

Coliapse A 1 0 design factor with full internal evacuation and a collapse force equal to the mud gradient in which the
casing will be run (0 52 psi/ft) The effects of axial load on collapse will be considered.
In the case of development drilling, collapse design should be analyzed using internal evacuation equal to
1/3 the proposed total depth of the well. This criterion will be used when there is absolutely no potential of
the protective string being used as a production casing string

Burst A 10 surface design factor and a 1 3 downhole design factor with a surface pressure equivalent to the
fracture gradient at setting depth less a gas gradient to the surface Internal burst force at the shoe will be
fracture pressure at that depth Back pressure will be formation pore pressure In all cases a conservative
fracture pressure will be used such that it represents the upper imit of potential fracture resistance up to a

. 10 psv/ft gradient
Frodyetron

LANTERMEDIATE CASING - (77)

Tension A 1 6 design factor utilizing the effects of buoyancy (9 C ppg).

Collapse A 1 0 design factor with full internal evacuation and a collapse force equal to the mud gradient in which the
casing will be run (0.48 psi/ft). The effects of axial load on collapse will be considered

Burst A 125 design factor with anticipated maximum tubing pressure (5000 psig) on top of the maximum

anticipated packer fluid gradient. (0 433 psi/ft) Backup on production strings will be formation pore
press/ure (0 433 psi/ft) The effects of tension on burst will not be utilized.

PRODUCTION é.% (4-1/2")

Tension

Collapse

Burst

A 16 design factor utilizing the effects of buoyancy (9.0 ppg)

A 1 0 design factor with full internal evacuation and a collapse force equal to the mud gradient in which the
casing will be run (0 48 psi/ft) The effects of axial load on collapse will be considered

A 1.25 design factor with anticipated maximum tubing pressure (5000 psig) on top of the maximum
anticipated packer fluid gradient (0.433 psi/ft) Backup on production strings will be formation pore
pressure (0.433 psi/ft) The effects of tension on burst will not be utilized.



POINT 4: PRESSURE CONTROL EQUIPMENT (SEE ATTACHED DIAGRAM)

The blowout preventer equipment will be as shown in Diagram #2 and will consist of a double ram type
preventer (5000 psi WP) and a bag type (Hydril) annutar preventer (5000 psi WP). The same BOPE will be
installed on the surface casinghead and on all subsequent casing strings The BOP stack, chokes, kill lines,

upper and lower kelly cocks, inside BOP, choke manifold when installed on the surface casinghead will be
hydro-tested to 200 psig & 2000 psig by a independent tester. The BOP stack, chokes, kill lines, upper and
lower kelly cocks, inside BOP, choke.manifold, when rigged up on the intermediate casing spool will be tested
to 3000 psig by independent tester. (hydril to 2500 psig) In addition to the high pressure test, a low pressure

(250 psig) test will be required.
These tests will be performed:

a) Upon installation

b) After any component changes

c) Fifteen days after a previous test
d) As required by well conditions

A function test to insure that the preventers are operating correctly will be performed on each trip

POINT 5: MUD PROGRAM

DEPTH H7HMUD TYPE WEIGHT FV PV YP FL Ph
0'- <66 _EW Spud Mud 85-92 3870 NC NC NC 100
w75 56" - ane Water 98-102 2830 NC NC NC 95-105
096 - 11522 FW/Gel 87-90 28-36  NC NC NC 95-100
{11500 - 17.348' FW/Gel/Starch 87 -90 28-36 NC NC <20 95-100

NOTE: May increase vis for logging purposes only.
POINT 6: TECHNICAL STAGES OF OPERATION ‘
A) TESTING SQ@ LD/L'\/
None anticipated
B) LOGGING

Run #1. GR with MWD during drilling of build and horizontal portions of 8-3/4” and 6-1/8" hole.
Run #2: Shuttle log with GR, PE, Density Neutron, Receptivity in lateral leg open hole.
Run #3: GR/CNL by Production Engineer from base of 9-5/8” casing to surface.

C) CONVENTIONAL CORING

None anticipated



D)CEMENT

AMOUNT FT OF
INTERVAL SXS FitL TYPE GALS/SX PPG FT%SX
SURFACE:
Lead 0-3571 300 351 Class "C" + 4% Extender 915 13.50 174
(100% excess + 2% CaClz
Circ to surface)
Tall' 351 395‘1”\76 330 300 Class "C" + 2% CaCl, 6 35 14 80 134
(100% excess)
INTERMEDIATE:
Lead: 0 -3417 1050 3417 35/65 Poz + 5% NaCl + 11 44 12.60 2.08
(100% excess 0.20% Anti Foam + 6%
Circ to surface) Extender + 0.125 pps
Lost circulation material
na0
Talll 3417 - S47 300 500 Class "C” 6.36 14 80 133
(100% excess)
2" INTERMEDIATE:
Stage 1.
Lead. 5000 -11,522 700 6522 LiteCrete + 3 pps Extender 7 48 10.20 218
(50% excess) +0.20% Anti Foam + 0.30%
Retarder + 0 30% Dispersant
DV Tool @ 5,000’
Stage 2.
Lead 0 -4900 775 4900 35/65 Poz + 5% NaCl + 10 92 12 60 198
(100% excess 0.60% Extender + 0.20%
Circ to surface) Anti Foam
Tail 4900 - 5000 50 100 Class "C" + 0 20% Retarder 6.35 14 80 133

(50% excess)

E)DIRECTIONAL DRILLING

BOPCO, L.P. plans to dnll out the 9-5/8” intermediate casing with an 8-3/4” bit to a TVD of
approximately 7043'. At this depth an 8-3/4” directional hole will be initiated at an azimuth of
160°, buillding angle at 12.00°/100’ to a max of 90° at a TVD of 7520’ (MD 7792’). This 8-3/4"
hole will be continued on this 160° azimuth to a depth of 9525' where the azimuth will be turned
at 4°/100° to an azimuth of 90° at a measured depth of 11,222". This azimuth will be continued
for another 250" 8-3/4" hole will be TD’'d at 11,522’ MD (7547’ TVD) At this depth 7" casing will
be Installed with DV Tool at approximately 5000’. The 7” casing will be cemented in two stages
with cement circulated to the surface. A 6-1/8" open hole will be drilled out from this 7" casing
and thru the lateral to a MD of 17,340’ (TVD 7714’). 4-1/2" casing will be installed in the lateral

using Baker Hydraulic packers to isolated pay intervals in the “W” Sand.



POINT 7: ANTICIPATED RESERVOIR CONDITIONS

Normal pressures are anticipated throughout Delaware section. A BHP of 3581 psi (max) or MWE of

8.4 ppg Is expected. Lost circulation may exist in the Delaware Section from 4070°-7807' TVD. No

POINT 8: OTHER PERTINENT INFORMATION

A) Auxiliary Equipment

Upper and lower kelly cocks. Full opening stab in valve on the rig fioor.
B) Anticipated Starting Date

Anticipated spud date 8/1/2010

30 days drilling operations

14 days completion operations

e, _Lobine]

Gar{Gerhard

GEG/mac
March 17, 2010



Plot reperanca wakoaih s Preilm 3
BOP‘ O L P Tre vertical depte are raverenced 10 Rlg an No_110H SHL (AT) G System NADSI / TM New Liexico State Planas Eastem Zone (3001) US feat |.IA7Y
) . . a0 GeOLNS a8 ermecad 0 Rig on Na. 110K SHL (RT) Noh Retweance Grid nortn wn
Location Eddy County, NM Slot No 110H SHLU Fg 0n Mo, 110H SHL (T) 1o Moan Sea Level 3313 loat Scaie True distance W
Field JRU Project Well No. 110H Mean Seaa Level 10 Wit fire (Facikty JRUNo 110M) 3284 feet Depths are n loat
Facility: JRU No. 110H Wellbore _No 110H PBHL Coorsinates 2.8 In fat retoranced 10 Surtaca Locanon Craated by Vicior Hemandaz on 2725/2010
Well Profile Data
Design Comment MD () | Inc (% | Az(9 | TVD(®) | localN() | localEqmy | DLS(7100m) | VS (%)
Tie Cn 000 0000 | 160000 0 00 000 000 000 000
EST KOP 7043 00 0 000 160 000 | 7043 00 0400 000 000 000
END OF CURVE 779227 | 80000 | 160000 | 752000 -448 23 163 14 12 01 308 92
END OF HOLD / START TURN 9525 27 90 000 | 160 000 | 7520 00 -2076 72 755 86 000 1431 23
END OF TURN 1127217 | 88429 | 90132 7547 43 -3019 34 2098 40 4 00 3017 93
No 110H PBHL 17348 15 | 88.429 | 90 132 7714 00 -3033 32 817208 000 8716 88
Scae 1 nch « 1200 Easting (ft)
~1200 -600 0 600 200 1800 2400 3000 3600 4200 4800 5400 6000 6600 7200 7800 8400 8000
T T T T T T T T T T T T T T T T T 200
N
% - 800
\ !
Woe v
No 110H SHL I -0
2235 FSL BGGM (1845 € 10 20°1 0) Oip 60 7+° Ciokd 48846 & T
= ’ n th s 7 i T 3
530" FEL Marec s s St el S ,
To corrmct azimutn from Trus 10 Gred sublract 0 27 degrees '
Tocor ect anmuth from Magnetc to Grd acdd 7 64 degrees . H
Foi eample d the Magnew Sarh AZmuth « 30 dags then the Grd Narth Azmuth = S0 - 7 64 = 87 64 1 -
i
-{-1200
\\“ﬂ —— e !
— ——— |
T eee——
-1-1800
T T T ¢ o, s T T t T Tt Tt T T — -2400
= 8000~ :
g i
n i —{ 3000
: - B
H [ L No 110H PBHL
3 No 1BHTCT . 6607 FNI
Edec00f- ‘ 2310° FWL,
z -.3800
8
(@) EST KOP 000°inc 7043 00h MD 7043 001 TVD, 0 00ft VS
© 7200
Q 12 010/100ft
E No 110H 1GT
> No 110H PBHL 88 43°Inc 17348 15ft MD, 7714 00ft TVD, 8716 BBt VS
g 4.00°100f vs 4
= 780 r END OF TURN 88 43° Inc, 11272 17f MD, 7547 43t TVD, 3017 93f o 110H PEHL
END OF HOLD / START TURN 80 D0° Inc, 9525 27t MD, 7520.001t TVD, 1431 290 VS
END OF CURVE S0 00~ inc, 7792 27# MD, 7520 00t TVD, 3086 921t VS
8400 | 1 1 1 | 1 1 | i 1 i 1 1 1 1 i 1 ]
-600 0 600 1?00 800 2400 3000 3600 4200 4800 5400 6000 6600 7200 7800 8400 9000 9600 10200
Vertical Section (ft) Sede flnch - 1200 m

Azimuth 110.36° with reference 0 00N, 0 00 €

(1) BuyuoN




Planned Wellpath Report BAE@E

Prelim_3 HUGHES
Page 1 of 6 INTEQ

,“(_)Rcrau—)r“ ]BOPCO LP ) o B o » - Slot iNo lle SHL

Area ‘Eddv County, NM Well 'No. 110H T W;
Feld _«{gp JProject  Wellbore No. 110H PBHL ;
Facthity  JRU No. 110H ; o

IPro;ecuon Svs[em fNAD83 /' T™ New Mex1co State Planes Eastern ane (3001) US feet Soft\x are Svs(em WellArchntect@ 2. 0

— m—— - - SN [E - ——— M U A . N rn m e e vt e« et ot e e 2 e e e e

iT' h Reference 'Grld ’User Victor Hernandez :

Scae o 0999_937_ T T Repont Generated 22512010 a1 2:50:52PM
.Convergence at slot l0 27° East Dﬂmbase/Source ﬁ]e ‘WA _Midland/No. IIOH PBHL Xml

- B N {
i . Local coordinates . Gnd coordmateq Geographlc coordinates

| " “Northif) [ East{fd | Easting[USf(] . Northing[USftj  Latitude | Longitude
‘Slot Location T om0 T 000 69762165 48521803 32°19'SESITN [ 103°49384IsW
Facibty Reference P . T T o oTT 69762163 48521803 32°19SRSITN. . 103°4938415'W
iﬁlelh"Réf’e{eHce e 60886340 - 46903140 32°1721308°N T 104°06'53 319°W ¢

iCalculation méthod V » ‘Minimum curvature ) R)L on | \o I10H SHL (RT) 0 GI ‘ l‘) 00ft

[Honzontal Reference Pt ‘Sni;r?;xcae-fégaii(;w o Rigon No 110H SHL (RT) 1o Mean Sea Level  :3313.00ft
V" Tical Reference Pt Rig on No. 110H SHL (RT) GL to Mud Line (Facihty) 30.00&

{Field Vertuical Reference ;Mean Sea Level Secuon Azimuth 511036"

- IO
}rI\. Refcrcnce Pt “leg on No. 110H SHL (RT) o Secuon Ongﬂm N 0. O() E 0.00 ft ‘




Planned Wellpath Report BAI?@&ﬁ

Prelim_3 HUGHES

Page 2 of 6

INTEQ

iBOPCO, L.P.

‘Operator __BOPCO,L.P. ) Slot ) iNo. 110H SHL
;Area 'Eddy County, NM We]] No. 110H I :
[Freld JRU Project Wellbore ‘No. IIOH PBHL ;

iFacility JRU No. 110H

WELLPATH DATA (112 stations) 1= mterpo]ated/extrgpolated station ' . S o T T g

i MD , TInclination i Azimuth " TVD i Vert Sect North East Grid East ¢ Grd North . Latitude : Longitude . DLS Comments

N (Y N S (0 (N T o D (. N T () NN (o R L I o R 2 2 o o C(ror)

L 000 0000/ 160 ooo. 0000 000 000 000 69762165 48521803  32°19'S8 S17°N- 103°4938415"W 000 TieOn
/043 00 ) ooqowiﬁ 160.000' 704300, 000, 000 000 69762165 48521803¢  32°19S8 517N’ 103°4938415"W T 000 EST KOP

| 7143005 12012[ 1600000 714227y 676 981 357 69762522, 48520821 3271958 420°N | 10394938 374"W 1201 - ST

f 7213611 20.494]  160.000] 7210.001 22837 1033 7697631 98 " TUs5189 66 32°19'58 236"N | 103°49'38 296"W 1201 B"S?E{c@nvon v
; 2402 ﬁ@’f“&ﬁ%@w?‘ ST F T T 657635 78 < US179 30, W 301658 13N T 10349385 W T oT T

{7343 007 36035; 160000, 7323 61 | , 3122 69765287 18513227 32°19'S° TR

7443 001 48.047" 160 000, 7307 74| 10240 -14858° 5408 697675 7*‘3" 485069 46 32°1 103 .

7464901 S0677  160000; 7412000  11316°  -16419 5976 697681 485053 85 : ~ 103 )

. 754300 60 058T 160 000i 7456 34 222451 8172 697703 m | 4499352 T103°4937 475 \i’" )
7 607000 7456100 50782 770575 69773360 248491020 : T103°49'37.126 Wi T,
7643 OOT 72070: 160 000] 7496 8 83, 31024 11292 69773456 48490780 32719'S5 442°N 103°49'37 116"W 1201
7743 00% TR 082 1600000 7517 46 ¢ T a0202 14632 69776796 4R4SI60Y 32°19'S4 S3VN 103749736 7327 W 1201
779227 900000 160 000] 752000 44823 16314 69778478 484769821  32°19'54075'N 103°4936538"W 1201 ENDOFCURVE
77843007 900000 180‘60”0{ T752000] 29590 18049 69780213 48472215 32°19'S3 602N’ 103°4936 339"W

S7943T00F 5 \oo’m?“%?{‘”ﬁﬁo 683060 BRG T R T4 70 69783633 7 4846281 T39S 6T TN T 0394535 945 TR TR
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Planned Wellpath Report
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Exhibit “D”

BOPCO, L.P.

James Ranch Unit #110H

Sec1,T23S-R30E
Eddy County, NM

RIG LAYOUT SCHEMATIC

INCLUSIVE OF CLOSED-LOOP DESIGN PLAN
Solids Control Equipment Legend

1) Roll Off Bin
2) Steel Tank

3) Mud Cleaner
4) Shaker

— [

l

O>» x0T
O>» x™M
O>» 0
O>» BT

Water, and
Mud Storage

5) Centnfuge
6) Dewatering Unit

7) Catch Tank
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TRAILER
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LIGHT PLANT E
=
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FUEL TANK J ; =
L : PIPE RACKS ,
! h70
( PARTS HOUSE | |
TRAILER HOUSES 5 % = | V-Door North
5 v
- 170 »he 160

Wid-ser/Dnhing/DriiingDragrams/McVay#5 Rig Pad deminsions - Closed Loop Location size Exhibit D xlsRes Pit Extbit D w-rig



BOPCO, L. P.
5-M WP BOPE WITH 5-M WP ANNULAR

5 M CHOKE MANIFOLD EQUIPMENT-CONFIGURATION MAY VARY

10 MUDAAS SEFARA 1OR REMOTELY OFERA TLD CHOKE

ANDIOR PH1S W
D 2 MIN —H{H

2

ROTATING HEAD

FLOWLINE
— ]

=

——

H X 2 REMOTELY OPERATED VALVE ANNULAR TYPE
sleeoune Topt T 3 4 oy CHOKE UNE 008
";]1' | 3 },4.‘/ I MIN 5
PN - H><H
ot connectzo o (7! 3 r I
BUFFER TANK) g EQUENCE 0P TIONAU
i
. X
2 i1 10 MUD/GAS SEPARATOR X >
D q ; : AND/OR PITY =
: ,_{><}—_.____.__“_]_4.D T PIPE RAMS
e 2 MIN
ADJUSTABLE Cf(){
ﬂ‘(L"_‘ P
= I ' BLIND RAMS
=L =
q H L

1O MUD/GAS SEPARATION

CASING HEAD
OR BRADEN HEAD

AND/OR PITS

ONE CHECK VALVE

— X

ONE STEEL VALVE AND

THE FOLLOWING CONSTITUTE MINIMUM BLOWOUT PREVENTER REQUIREMENTS

controlled

In dilameter

inch in diameter

=}

A One double gate Blowout preventer with lower pipe rams and upper blind rams, all hydraulically
B Opening on preventers between rams to be flanged, studded or clamped and at least two inches
C All connections from operating manifold to preventers to be all steel hose or tube a mininum of one

The avallable ciosing pressure shall be at least 15% in excess of that required with suffficient

GO mm

volume to operate (close, open, and re-close) the preventers

All connections to and from preventers to have a pressure rating equivalent to that of the BOPs

Manual controls to be installed before drilhing cement plug
Valve to control flow through dnll pipe to be located on ng floor

Chokes must be adjustable Choke spool may be used between rams

DIAGRAM 2

__TO STEEL MUD TANKS

— BLEED LINE TO FLARE PIT (NOT COMNECTED TO BUFFER TANK

MAC 1/21/2002

wid-Ser/Qnlling/DathingCiagrams/BOPs5M x 54 Double McVay Rig #5 wos



MULTI-POINT SURFACE USE PLAN
NAME OF WELL: James Ranch Unit #110H

LEGAL DESCRIPTION - SURFACE: 2235’ FSL, 530’ FEL, Section 1, T23S, R30E, Eddy County, NM.
BHL: 660" FNL, 2310" FWL, Section 8, T23S, R31E, Eddy County, New Mexico.

A) Proposed Well Site Location:
See Exhibit "A”.
B) Existing Roads.

From the junction of State Hwy 128 and WIPP Road, go northeasterly on WIPP Road 0.5 miles to
lease road. On lease road go 0.1 miles to well pad and proposed location.

C) Existing Road Maintenance or Improvement Plan:
See Exhibit “B” & “C”
POINT 2: NEW PLANNED ACCESS ROUTE
A) Route Location:

Approximately 100’ of new road will be built from existing James Ranch Unit #38 location. (See Exhibits
uB” & llC“)

B) Width
12’ wide
C) Maximum Grade
Grade to match existing topography or as per BLM requirements.
D) Turnout Ditches
As required by BLM stipulations
E) Culverts, Cattle Guards, and Surfacing Equipment
If required, culverts and cattle guards will be set per BLM Specs.
POINT 3: LOCATION OF EXISTING WELLS

Exhibits “A” indicates existing wells within the surrounding area.




POINT 4: LOCATION OF EXISTING OR PROPOSED FACILITIES Page 2
A) Existing facilities within one mile owned or controlled by lessee/operator:

The BOPCO operated James Ranch Unit #36 Battery is located in the SW quarter of NE
quarter of Sec 1, T23S, R30E.

B) New Facilities in the Event of Production:
New production facilities will not be installed at the new location. Additional separators and
heater/treaters will be added as needed at the James Ranch Unit #36 Battery. Proposed flow
lines and power lines are displayed in Exhibit “E”. 2-7/8" steel flow lines will follow existing roads
and will be laid on top of the ground to James Ranch Unit #36 Battery. Power lines will be
extended from existing lines (See Exhibit “E”).

C) Rehabilitation of Disturbed Areas Unnecessary for Production.
Following the construction, those access areas required for continued production will be graded
to provide drainage and minimize erosion The areas unnecessary for use will be graded to
blend in with the surrounding topography (see Point 10)

POINT 5: LOCATION AND TYPE OF WATER SUPPLY
A) Location and Type of Water Supply

Fresh water will be h'au|ed from Johnson Station 50 miles east of Carlsbad, New Mexico or
other commercial facilities Brine water will be hauled from commercial facilities.

B) Water Transportation System
Water hauling to the location will be over the existing and proposed roads.
POINT 6: SOURCE OF CONSTRUCTION MATERIALS
A) Materials
On-site caliche will be used If this is not sufficient, caliche will be hauled from a BLM approved pit.
B) Land Ownership
Federally Owned
C) Materials Foreign to the Site
No construction materials foreign to this area are anticipated for this drill site.
D) Access Roads

See Exhibits “B” & “C”.



POINT 7: METHODS FOR HANDLING WASTE MATERIAL Page 3

A)

C)

F)

Cuttings — Closed Loop System
Cuttings will be contained in the steel pits and will be hauled to an approved disposal facility.

Driiling Fiuids — Ciosed Loop Systeim

Drilling fluids will be contained in the steel pits, frac tanks, and will be disposed of at licensed disposal
facilities

Produced Fluids

Water production will be contained in the steel pits.

Hydrocarbon fluid or other fluids that may be produced during testing will be retained in test tanks.
Sewage

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

Garbage

Portable containers will be utilized for garbage disposal during the drilling of this well.

Cleanup of Well Site |

Upon release of the drilling rig, the surface of the drilling pad will be graded to accommodate a

completion rig if electric log analysis indicate potential productive zones. Reasonable cleanup will be
performed prior to the final restoration of the site.

POINT 8: ANCILLARY FACILITIES

None required.

POINT 9: WELL SITE LAYOUT

A)

Rig Orientation and Layout

Exhibit "D" shows the dimensions of the well pad and closed loop system, and the location of major rig
components. Only minor leveling of the well site will be required. No significant cuts or fills will be
necessary.



POINT 9: WELL SITE LAYOUT - Cont'd. . Page 4

B)

O

Locations of closed loop system and access road

See Exhibits “D".

Lining of the Pits

No reserve pit. Closed loop system.

POINT 10: PLANS FOR RESTORATION OF THE SURFACE

A)

D)

Reserve Pit Cleanup - Not applicable (see Point 9C above).

The pits will be fenced immediately after construction and shall be maintained until they are backfilled.
Previous to backfill operations, any hydrocarbon material on the pits' surfaces shall be removed. The
fluids and solids contained in the pits shall be backfilled with soil excavated from the site and soll
adjacent to the reserve pits. The restored surface of the pits shall be contoured to prevent
impoundment of surface water flow. Water-bars will be constructed as needed to prevent excessive
erosion. Topsoll, as available, shall be placed over the restored surface in a uniform layer. The area will
be seeded according to the Bureau of Land Management stipuiations during the appropriate season
following restoration.

Restoration Plans - Production Developed

In addition, those areas not required for production will be graded to blend with the surrounding
topography. Topsoil, as available, will be placed upon those areas and seeded. The portion of the site
required for production will be graded to minimize erosion and provide access during inclement
conditions. Following depletion and abandonment of the site, restoration procedures will be those that
follow under Item C.

Restoration Plans - No Production Developed

With no production developed, the entire surface disturbed by construction of the well site will be
restored. The site will be contoured to blend with the surrounding topography and provide drainage of
surface water. The topsoil, as available, shall be replaced in a uniform layer and seeded according to
the Bureau of Land Management's stipulations.

Rehabilitation's Timetable

Upon completion of drilling operations, the initial cleanup of the site will be performed as soon as
weather and site conditions allow economic execution of the work.




POINT 11: OTHER INFORMATION Page 5

A)

B)

C)

E)

G)

Terrain

Relatively flat.

Soii

Caliche and sand.

Vegetation

Sparse, primarily grasses and mesquite with very little grass.
Surface Use

Primarily grazing.

Surface Water

There are no ponds, lakes, streams or rivers within several miles of the wellsite.
Water Wells

The closest known fresh water wells are located in Sec 35 and Sec 24, T22S, R30E& and in Sec
5, T23S, R31E. In all cases the wells are over 1 mile from proposed location.

Residences and Buildings

Mills ranch house is located approximately 3/8 of a mile east of this location.

Historical Sites

None observed.

Archeological Resources

A payment of $1339.00 will be submitted to the BLM (MOA) with this APD to cover archeological
studies associated with this well location. A separate check in the amount of $1854 ($1236.00 for
flowline and $618 for electric line) payable to BLM for archeological studies will also be included with
this application.

Surface Ownership
Fet

The well site is on)t’aﬁ owned land. There will be no new access roads required for this
location.

Well signs will be posted at the drilling site.

Open Pits - None used. Closed loop system.



POINT 12: OPERATOR'S FIELD REPRESENTATIVE

(Field personnel responsible for compliance with development plan for surface use).

DRILLING

William R. Dannels
Box 2760

Midland, Texas 79702

(432) 683-2277

3/ LZ/& |

Date

GEG/mac

PRODUCTION

Dean Clemmer

3104 tast Green Street
Carlsbad, New Mexico 88220
(505) 887-7329

Carlos Cruz

Box 2760

Midland, Texas 79702
(432) 683-2277

e, bt

Gary Gerhard/
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OPERATOR CERTIFICATION

| hereby certify that |, or persons under my direct supervision have inspected the proposed drill site and
access route; that | am familiar with the conditions which currently exist; that the statements made in the plan
are, to the best of my knowledge, true and correct; and that the work associated with operations proposed
herein will be performed by BOPCO, L.P. and it's contractors and subcontractors in conformity with this plan
and the terms and conditions under which it is approved. This statement is subject to the provisions of 18
U.S.C. 1001 for the filing of a false statement.

3/2210 /é%«ﬁ W

Date Gary Gerhard /
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James Ranch Unit #110H
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PECOS DISTRICT
CONDITIONS OF APPROVAL

OPERATOR’S NAME:
LEASE NO.:
WELL NAME & NO.:

BOPCO, L. P.
NMLC 71988B
JAMES RANCH UNIT #110H

SURFACE HOLE FOOTAGE:
BOTTOM HOLE FOOTAGE

2235 FSL & 530’ FEL, SEC.1,T.23 S,R 30 E.
660’ FNL & 2310° FWL, SEC. 8, T.23 S,R 31 E.

NMPM

Eddy County, New Mexico

COUNTY:

TABLE OF CONTENTS
Standard Conditions of Approval (COA) apply to this APD. If any deviations to these
standards exist or special COAs are required, the section with the deviation or
requirement will be checked below.

[] General Provisions
["] Permit Expiration
[] Archaeology, Paleontology, and Historical Sites
[ ] Noxious Weeds L
X Special Requirements

Solid Waste

On-site Caliche

Cave/Karst — High

Commercial Well Determination

UPOD
[ ] Construction

Notification

V-Door Direction — not stipulated

Topsoil

Closed Loop System

Federal Mineral Material Pits

Well Pads
Roads
[l Road Section Diagram
Drilling
R-111-P Potash
High Cave/Karst

Logging Requirements
H2S —- Onshore Order 6
Casing/Cement
Production (Post Drilling)
Well Structures & Facilities
Pipelines — See Standard Stipulations for Surface Installed PL
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Electric Lines — See Standard Stipulations for Overhead Electric Dist. Lines

[ ] Interim Reclamation
[ 1 Final Abandonment & Reclamation

I. GENERAL PROVISIONS

The approval of the Application For Permit To Drill (APD) is in compliance 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 3160-5, Sundry Notices and Report on
Wells.

II. 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 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.)

1. ARCHAEOLOGICAL, PALEONTOLOGY & HISTORICAL SITES

Any cultural and/or paleontological resource discovered by the operator or by 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 discovery. 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 unauthorized
collection or disturbance of cultural or paleontological resources may result in a
shutdown order by the Authorized Officer.

IV. NOXIOUS WEEDS

The operator shall be held responsible if noxious weeds become established within 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
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with the Authorized Officer for acceptable weed control methods, which include
following EPA and BLM requirements and policies.

V. SPECIAL REQUIREMENT(S)

Porto-johns and trash containers will be on-location during fracturing operations or any
other crew-intensive operations.

Operator shall separate top-soil from any other materials placed on location as a result of
“flipping” surface materials to expose and/or extract caliche from underneath the well-

pad location.

Use of sub-surface, on-site caliche requires a salable minerals contract prior to the start of

construction.

Cave and Karst

** Depending on location, additional Drilling, Casing, and Cementing procedures may be required
by engineering to protect critical karst groundwater recharge areas.

Cave/Karst Surface Mitigation
The following stipulations will be applied to minimize impacts during construction, drilling and
production.

Construction:
In the advent that any underground voids are opened up during construction activities,
construction activities will be halted and the BLM will be notified immediately.

No Blasting:
No blasting will be utilized for pad construction. The pad will be constructed and leveled
by adding the necessary fill and caliche.

Pad Berming:
The pad will be bermed to prevent oil, salt, and other chemical contaminants 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 liner will be
installed with a 4 oz. felt backing to prevent tears or punctures. Tank battery berms must
be large enough to contain 1 % times the content of the largest tank.

Leak Detection System:
A method of detecting leaks is required. The method could incorporate gauges to
measure loss, situating values and lines so they can be visually inspected, or installing
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electronic sensors to alarm when a leak is present. Leak detection plan will be submitted
to BLM for approval.

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

Cave/Karst Subsurface Mitigation
The following stipulations will be applied to protect cave/karst and ground water
concerns:

Rotary Drilling with 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.

Directional Drilling:
Kick off for directional drilling will occur at least 100 feet below the bottom of the cave
occurrence zone. SEE ALSO: Drilling COAs for this well.

Lost Circulation:
ALL lost circulation zones from the surface to the base of the cave occurrence zone will be
logged and reported in the drilling report.

Regardless of the type of drilling machinery 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 actions to resolve the
problem.

Abandonment Cementing:

Upon well abandonment in high cave karst areas additional plugging 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.

Commercial Well Determination
Well is outside of NMNM - 070965F participating area. A commercial well

determination will need to be submitted after production has been established for at
least six months.
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Plan of Development

Sub-operator is to submit a Unit Plan of Development (UPOD) annually to the Unit
operator for submission to the BLM. Guidelines for UPOD are available upon
request at the BLM Carlsbad Field Office.

VI. 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) 234-5972 at least 3 working days
prior to commencing construction of the access road and/or well pad.

When construction operations 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 available upon request by the Authorized Officer.

B. V-DOOR DIRECTION: not stipulated

C. 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 8 inches in
depth. The topsoil will be used for interim and final reclamation.

Operator shall separate top-soil from any other materials placed on location as a result of
“flipping” surface materials to expose and/or extract caliche from underneath the well-
pad location.

D. CLOSED LOOP SYSTEM

Tanks are required for drilling operations: No Pits.

The operator shall properly dispose of drilling contents at an authorized disposal site.

E. FEDERAL MINERAL MATERIALS PIT

Payment shall be made to the BLM prior to removal of any federal mineral materials.
Call the Carlsbad Field Office at (575) 234-5972."

F. WELL PAD SURFACING
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Surfacing of the well pad is not required.

If the operator elects to surface the well pad, the surfacing material may be required to be
removed at the time of reclamation.

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

G. ON LEASE ACCESS ROADS
Road Width

The access road shall have a driving surface that creates the smallest possible surface
disturbance and does not exceed fourteen (14) feet in width. The maximum width of

————————surface disturbance; when-constructing the-accessroad;-shall-not-exceed-thirty-(30)-feet: —

Surfacing

Surfacing material is not required on the new access road driving surface. If the operator
elects to surface the new access road or pad, the surfacing material may be required to be
removed at the time of reclamation.

Where possible, no improvements 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 standing water.

The Authorized Officer reserves the right to require surfacing of any portion of the access
road at any time deemed necessary. Surfacing 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 driving 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.

Turnouts

Vehicle turnouts shall be constructed on the road. Turnouts shall be intervisible with
interval spacing distance less than 1000 feet. Turnouts shall be constructed on all blind
curves. Turnouts shall conform to the following diagram:
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Standard Turnout — Plan View

14w Centedine of Road Dnving Surfacg  ====~ o
L 4
F
2%\ l 10 /2/5 F
-
50¢
Drainage

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

Atypical 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
ditch.

Cross Section of a Typical Lead-off Ditch

1’ Minirmum Depth

Natural Ground Level
Berm

Down 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. Spacing interval shall be determined by the following formula:

400 foot road with 4% road slope: _400' + 100" = 200' lead-off ditch interval
4%

Culvert Installations
Appropriately sized culvert(s) shall be installed at the deep waterway channel flow
crossing.

Cattleguards

An appropriately sized cattleguard(s) sufficient to carry out the project shall be installed
and maintained at fence crossing(s).
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Any existing cattleguard(s) on the access road shall be repaired or replaced if they are
damaged or have deteriorated beyond practical use. The operator shall be responsible for
the condition of the existing cattleguard(s) that are in place and are utilized during lease
operations.

A gate shall be constructed and fastened securely to H-braces.
Fence Requirement
Where entry is required across a fence line, the fence shall be braced and tied off on both

sides of the passageway prior to cutting.

The operator shall notify the private surface landowner or the grazing allotment holder

prior-to-crossing-any fence(s): B
Public Access

Public access on this road shall not be restricted by the operator without specific written
approval granted by the Authorized Officer.
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Figure 1 — Cross Sections and Plans For Typical Road Sections
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VII. DRILLING
A. DRILLING OPERATIONS REQUIREMENTS

The BLM is to be notified a minimum of 4 hours in advance for a representative to
witness:

a. Spudding well
b. Setting and/or Cementing of all casing strings
c. BOPE tests

X Eddy County
Call the Carlsbad Field Office, 620 East Greene St., Carlsbad, NM 88220,

(575)361-2822

1. Due to recent H2S encounters in the salt formation, it is recommended that
monitoring equipment be onsite for potential Hydrogen Sulfide prior to drilling
out the surface shoe. If Hydrogen Sulfide is encountered, please report
measurements 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 without
prior approval.

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

4. The record of the drilling rate along with the CAL/GR/N well log run from TD
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 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 approved APD casing and cement program require submitting a
sundry and receiving approval prior to work. Failure to obtain approval prior to

work will result in an Incident of Non-Compliance being issued.

Centralizers required on surface casing per Onshore Order 2.111.B.1.1.
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Wait on cement (WOC) time for a primary 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. Provide compressive strengths including
hours to reach required 500 pounds compressive strength prior to cementing each
casing string. See individual casing strings for details regarding lead cement slurry
requirements.

No pea gravel permitted for remedial or fall back remedial without prior
authorization from the BLM engineer.

High Cave/Karst
R-111-P Potash
Possible water and brine flows in the Salado and Casitle groups.
—— - —Possiblelost circulation and water flows in the Delaware-and Bone Spring. —— —-— -~~~ ~—

1. The 13-3/8 inch surface casing shall be set at approximately 651 feet (a minimum
of 25 feet into the Rustler Anhydrite and above the salt) and cemented to the
surface. If salt is penetrated, set casing shoe 10 feet above the top of 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 primary cement job is to include the
lead cement slurry.

c. 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, remedial cementing will be done prior to drilling out that
string.

2. The minimum required fill of cement behind the 9-5/8 inch intermediate casing is:
DX Cement to surface. If cement does not 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 and potash. Set in the Lamar Limestone.
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3. The minimum required fill of cement behind the 7 inch production casing is:
a. First stage to DV tool, cement shall:

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

b. Second stage above DV tool, cement shall:

DX Cement to circulate. If cement does not circulate, contact the appropriate
BLM office before proceeding with second stage cement job. Wait on
cement (WOC) time for a primary cement job is to include the lead
cement slurry due to cave/karst and potash.

4. The minimum required fill of cement behind the 4-1/2 inch production liner is:
X Packer system to be used — No Cement required.

5. 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 pipe will be installed prior to
continuing drilling operations.

6. Whenever a casing string is cemented in the R-111-P potash area, the NMOCD
requirements shall be followed.

C. PRESSURE CONTROL

1. All blowout preventer (BOP) and related equipment (BOPE) shall comply with well
control requirements as described in Onshore Oil and Gas Order No. 2 and API RP 53
Sec. 17.

2. Minimum working pressure of the blowout preventer (BOP) and related equipment
(BOPE) required for drilling below the surface casing shoe shall be 2000 (2M) psi.
SM system tested as a 2M.

a. For surface casing only: If the BOP/BOPE is to be tested against casing, the
wait on cement (WOC) time for that casing is to be met (see WOC statement
at start of casing section). Independent service company required.

3. Minimum working pressure of the blowout preventer (BOP) and related equipment

(BOPE) required for drilling below the 9-5/8 intermediate casing shoe shall be
3000 (3M) psi. SM system tested as a 3M
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4. The appropriate BLM office shall be notified a minimum of 4 hours in advance for a
representative to witness the tests.

a. Casing cut-off and BOP installation will not be initiated until the cement has
had a minimum of 8 hours setup time for a water basin. The casing shall
remain stationary and under pressure for at least eight hours after the operator
places the cement. In the potash area, the minimum time is 12 hours and the
casing shall remain stationary and under pressure during this time period.
Casing shall be under pressure if the operator uses some acceptable means of
holding pressure or if the operator employs one or more float valves to hold
the cement in place. Testing the BOP/BOPE against a plug can commence
after meeting the above conditions plus the BOP installation time.

.CF‘

plug.
c. The results of the test shall be reported to the appropriate BLM office.

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 minimum 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 2.111.D shall be followed.
E. WIPP Requirements

The proposed well is located within 330’ of the WIPP Land Withdrawal Area
boundary. As a result, BOPCO, L.P. is required to submit daily logs and deviation
survey information to the Department of Energy per requirements of the Joint
Powers Agreement. Information from this well will be included in the Quarterly
Drilling Report. Information will also be provided to the New Mexico Oil
Conservation Division after drilling activities have been completed. Any future
entry into the well for purposes of completing additional drilling will require
supplemental information.

BOPCO, L.P. can email the required information to Mr. Mel Balderrama at
melvin.balderama@wipp.ws or fax to his attention at 575-234-6062.

DHW 042110

Page 13 of 20

The-tests-shall-be-done by-an-independent-service company-utilizing-atest— - —



VIIL

PRODUCTION (POST DRILLING)
A, WELL STRUCTURES & FACILITIES

Placement of Production Facilities
Production facilities should be placed on the well pad to allow for maximum interim
recontouring and revegetation of the well location.

Containment Structures

The containment structure shall be constructed to hold the capacity of the entire contents
of the largest tank, plus 24 hour production, unless more stringent protective
requirements are deemed necessary by the Authorized Officer.

Painting Requirement
All above-ground structures including meter housing that are not subject to safety
requirements shall be painted a flat non-reflective paint color

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

B. PIPELINES -2 7/8” Surface Steel Flowline

STANDARD STIPULATIONS FOR SURFACE INSTALLED PIPELINES

A copy of the grant and attachments, including stipulations, survey plat and/or map, will be
on location during construction. BLM personnel may request to you a copy of your permit
during construction to ensure compliance with all stipulations.

Holder agrees to comply with the following stipulations to the satisfaction of the
Authorized Officer:

1. The holder shall indemnify the United States against any liability for damage to life or
property arising from the occupancy or use of public lands under this grant.

2. The holder shall comply with all applicable Federal laws and regulations existing or
hereafter enacted or promulgated. In any event, the holder shall comply with the Toxic
Substances Control Act of 1976 as amended, 15 USC 2601 et seq. (1982) with regards to
any toxic substances that are used, generated by or stored on the right-of-way or on
facilities authorized under this right-of-way grant. (See 40 CFR, Part 702-799 and
especially, provisions on polychlorinated biphenyls, 40 CFR 761.1-761.193.)
Additionally, any release of toxic substances (leaks, spills, etc.) in excess of the
reportable quantity established by 40 CFR, Part 117 shall be reported as required by the
Comprehensive Environmental Response, Compensation, and Liability Act, section 102b.
A copy of any report required or requested by any Federal agency or State government as
a result of a reportable release or spill of any toxic substances shall be furnished to the
authorized officer concurrent with the filing of the reports to the involved Federal agency
or State government.
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3. The holder agrees to indemnify the United States against any liability arising from the
release of any hazardous substance or hazardous waste (as these terms are defined in the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, 42
U.S.C. 9601, et seq. or the Resource Conservation and Recovery Act, 42 U.S.C. 6901, et
seq.) on the Right-of-Way (unless the release or threatened release is wholly unrelated to
activity of the Right-of-Way holder's activity on the Right-of-Way), or resulting from the
activity of the Right-of-Way holder on the Right-of-Way. This agreement applies
without regard to whether a release is caused by the holder, its agent, or unrelated third
parties.

4. The holder shall be liable for damage or injury to the United States to the extent
provided by 43 CFR Sec. 2883.1-4. The holder shall be held to a standard of strict

—————-——]iability-for-damageor injury to-the United-States resulting from pipe rupture; fire; or
spills caused or substantially aggravated by any of the following within the right-of-way
or permit area:

a. Activities of the holder including, but not limited to construction,
operation, maintenance, and termination of the facility.

b. Activities of other parties including, but not limited to:

(1) Land clearing.

(2) Earth-disturbing and earth-moving work.
(3) Blasting.

(4) Vandalism and sabotage.

C. Acts of God.

The maximum limitation for such strict liability damages shall not exceed one million
dollars ($1,000,000) for any one event, and any liability in excess of such amount shall be
determined by the ordinary rules of negligence of the jurisdiction in which the damage or
injury occurred.

This section shall not impose strict liability for damage or injury resulting primarily from
an act of war or from the negligent acts or omissions of the United States.

5. If, during any phase of the construction, operation, maintenance, or termination of the
pipeline, any oil, salt water, or other pollutant should be discharged from the pipeline
system, impacting Federal lands, the control and total removal, disposal, and cleaning up
of such oil, salt water, or other pollutant, wherever found, shall be the responsibility of
the holder, regardless of fault. Upon failure of the holder to control, dispose of, or clean
up such discharge on or affecting Federal lands, or to repair all damages resulting
therefrom, on the Federal lands, the Authorized Officer may take such measures as he
deems necessary to control and clean up the discharge and restore the area, including,
where appropriate, the aquatic environment and fish and wildlife habitats, at the full
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expense of the holder. Such action by the Authorized Officer shall not relieve the holder
of any responsibility as provided herein.

6. All construction and maintenance activity will be confined to the authorized right-of-
way width of 12 feet.

7. No blading or clearing of any vegetation will be allowed unless approved in writing
by the Authorized Officer.

8. The holder shall install the pipeline on the surface in such a manner that will minimize
suspension of the pipeline across low areas in the terrain. In hummocky of duney areas,
the pipeline will be "snaked" around hummocks and dunes rather then suspended across
these features.

9. The pipeline shall be buried with a minimum of __24 inches under all roads,
"two-tracks," and trails. Burial of the pipe will continue for 20 feet on each side of each
crossing. The condition of the road, upon completion of construction, shall be returned to
at least its former state with no bumps or dips remaining in the road surface.

10. The holder shall minimize disturbance to existing fences and other improvements on
public lands. The holder is required to promptly repair improvements to at least their
former state. Functional use of these improvements will be maintained at all times. The
holder will contact the owner of any improvements prior to disturbing them. When
necessary to pass through a fence line, the fence shall be braced on both sides of the
passageway prior to cutting of the fence. No permanent gates will be allowed unless
approved by the Authorized Officer.

11. In those areas where erosion control structures are required to stabilize soil
conditions, the holder will install such structures as are suitable for the specific soil
conditions being encountered and which are in accordance with sound resource
management practices.

12. Excluding the pipe, all above-ground structures not subject to safety requirement
shall be painted by the holder to blend with the natural color of the landscape. The paint
used shall be a color which simulates "Standard Environmental Colors" — Shale Green,
Munsell Soil Color No. 5Y 4/2; designated by the Rocky Mountain Five State
Interagency Committee.

13. The pipeline will be identified by signs at the point of origin and completion of the
right-of-way and at all road crossings. At a minimum, signs will state the holder's name,
BLM serial number, and the product being transported. Signs will be maintained in a
legible condition for the life of the pipeline.

14. The holder shall not use the pipeline route as a road for purposes other than routine

maintenance as determined necessary by the Authorized Officer in consultation with the
holder. The holder will take whatever steps are necessary to ensure that the pipeline
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route is not used as a roadway.

15. Any cultural and/or paleontological resource (historic or prehistoric site or object)
discovered by the holder, or any person working on his behalf, on public or Federal land
shall be immediately reported to the authorized officer. Holder 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 will be made by the
authorized officer to determine appropriate cultural or scientific values. The holder will
be responsible for the cost of evaluation and any decision as to proper mitigation
measures will be made by the authorized officer after consulting with the holder.

C. ELECTRIC LINES —

STANDARD STIPULATIONS - OVERHEAD ELECTRIC DISTRIBUTION LINES -

A copy of the grant and attachments, including stipulations, survey plat and/or map, will be
on location during construction. BLM personnel may request to you a copy of your permit
during construction to ensure compliance with all stipulations.

Holder agrees to comply with the following stipulations to the satisfaction of the
Authorized Officer:

1. The holder shall indemnify the United States against any liability for damage to life or
property arising from the occupancy or use of public lands under this grant.

2. The holder shall comply with all applicable Federal laws and regulations existing or
hereafter enacted or promulgated. In any event, the holder shall comply with the Toxic
Substances Control Act of 1976 as amended, 15 USC 2601 et seq. (1982) with regards to
any toxic substances that are used, generated by or stored on the right-of-way or on
facilities authorized under this right-of-way grant. (See 40 CFR, Part 702-799 and
especially, provisions on polychlorinated biphenyls, 40 CFR 761.1-761.193.)
Additionally, any release of toxic substances (leaks, spills, etc.) in excess of the
reportable quantity established by 40 CFR, Part 117 shall be reported as required by the

Comprehensive Environmental Response, Compensation, and Liability Act, section 102b.

A copy of any report required or requested by any Federal agency or State government as
a result of a reportable release or spill of any toxic substances shall be furnished to the
authorized officer concurrent with the filing of the reports to the involved Federal agency
or State government.

3. The holder agrees to indemnify the United States against any liability arising from the
release of any hazardous substance or hazardous waste (as these terms are defined in the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, 42
U.S.C. 9601, et seq. or the Resource Conservation and Recovery Act, 42 U.S.C. 6901, et
seq.) on the Right-of-Way (unless the release or threatened release is wholly unrelated to
the Right-of-Way holder's activity on the Right-of-Way), or resulting from the activity of
the Right-of-Way holder on the Right-of-Way. This agreement applies without regard to
whether a release is caused by the holder, its agent, or unrelated third parties.
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4. There will be no clearing or blading of the right-of-way unless otherwise agreed to in
writing by the Authorized Officer.

5. Powerlines shall be constructed in accordance to standards outlined in "Suggested
Practices for Raptor Protection on Powerlines, " Raptor Research Foundation, Inc., 1981.
The holder shall assume the burden and expense of proving that pole designs not shown
in the above publication are "raptor safe." Such proof shall be provided by a raptor
expert approved by the Authorized Officer. The BLM reserves the right to require
modification or additions to all powerline structures placed on this right-of-way, should
they be necessary to ensure the safety of large perching birds. Such modifications and/or
additions shall be made by the holder without liability or expense to the United States.

-= == ~-6.-The holder shall-minimize disturbance to existing fences and-otherimprovementson- - - -~ -

public lands. The holder is required to promptly repair improvements to at least their
former state. Functional use of these improvements will be maintained at all times. The
holder will contact the owner of any improvements prior to disturbing them. When
necessary to pass through a fence line, the fence shall be braced on both sides of the
passageway prior to cutting the fence. No permanent gates will be allowed unless
approved by the Authorized Officer.

7. The BLM serial number assigned to this authorization shall be posted in a permanent,
conspicuous manner where the power line crosses roads and at all serviced facilities.
Numbers will be at least two inches high and will be affixed to the pole nearest the road
crossing and at the facilities served.

8. Upon cancellation, relinquishment, or expiration of this grant, the holder shall comply
with those abandonment procedures as prescribed by the Authorized Officer.

9. All surface structures (poles, lines, transformers, etc.) shall be removed within 180
days of abandonment, relinquishment, or termination of use of the serviced facility or
facilities or within 180 days of abandonment, relinquishment, cancellation, or expiration
of this grant, whichever comes first. This will not apply where the power line extends
service to an active, adjoining facility or facilities.

10. Any cultural and/or paleontological resource (historic or prehistoric site or object)
discovered by the holder, or any person working on his behalf, on public or Federal land
shall be immediately reported to the Authorized Officer. Holder 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 will be made by the
Authorized Officer to determine appropriate actions to prevent the loss of significant
cultural or scientific values. The holder will be responsible for the cost of evaluation and
any decision as to proper mitigation measures will be made by the Authorized Officer
after consulting with the holder.

11. Special Stipulations:
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e Limit all disturbance to authorized width of approved access road.
e For reclamation remove poles, lines, transformer, etc. and dispose of properly.
e Fill in any holes from the poles removed.

IX. 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 completion, 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 remedial well operations, as
well as safe and efficient removal of oil and gas.

During 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.

All disturbed areas after they have been satisfactorily prepared need to be reseeded with
the seed mixture provided 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 with the landowner
or BLM to keep the road and/or pad intact.

After all disturbed arcas have been satisfactorily prepared; these arcas nced to be
revegetated with the seed mixture provided below. Seeding should be accomplished by
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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).

Seed Mixture 2, for Sandy Sites

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

—— — -orregistered-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 equipped 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/heavier 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 cryptandrus) 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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