Form 3160-3
(April 2004)

UNITED STATES !
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

FORM APPROVED
OMB NO. 1004-0137
Expites March 31, 2007

APPLICATION FOR PERMIT TO DRILL OR REENTER

5. Lease Serial No.

NM-558859 :
1a. Type of Work ® DRILL ] REENTER - 6.1f Indian, Allotee or Tribe Name . v
1b. Type of Well [x] Oil Well [] Gaswell  [] Other |:| Single Zone [:] Muitiple Zoné |7 Unit or CA Agreement Name and No,

=TT NAME Ol Qperator— e

8 Lease Name and Well No. e

Nash Unit #54Y %/\52’

3a. Address . 3b. Phone No. (include area code)
200 LORAINE STE. 800 MIDLAND, TX 79701 432-620-6714

K06 423/

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

Atsufface 1800 FNI, & 909 FWL Section 13, T23S, R20E

10.Field and Pool, or Exploratory
Nash Draw; Delaware-BS AVSD

< HY>

tproposed prd. e 2310 FSL & 330 FWL, Section 11, T23S, R29E

11.Sec,, T.,R., M., or Blk. and Survey or Area
13, T235, R29E

14. Distance in tiles afid diréction from nearest town o post office* 12.County or Parish 13.State
, 15. Distafce ffom.proposed* 16.No. of'Acres in lease 17. $pacing Unit dedicated to tiis well
location to nearest : ;
property or lease line, ft. SHLi: 1711', BHL: 2310' ,
(Also to:nearest drg. uriit fine, if any) SHL: 560, BHL: 960 . 160
. 18. Distance from proposed location* 19. Proposed Depth 20.BLM/BIA Bond No. on file
to-nearest well, drilling, completed; v . w . . % . .
applied for, on this l¢ase, fi. i
ppiee SHL: 160", BHL:1980 TVD: 6791 | DTB0000138
21. Eievafi'onsf(shoW“\'\"ﬁetﬁér 'DF, KDB; RT, G'L, ete. 22 Approximate date work will start* 23.Estimated duration
2985 GL 04/11/2014. 40 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:

Well'plat certified by a registered surveyor.

1. i 4. Bond to cover the operatlons unless covered by an exxstmg bond on file (sce
2. A Drilling Plan Item 20 above).
. 3. A Surface Use Plan (if the location is on National Forest System Lands, the 5. Operator certification.
SUPG shall be filed with the appropriate Forest Service Office). 6. Such other site specific information and/or plans as may be required by the
. authotized officer.
25. Si'g“'ua(‘qre‘ ~ ' Naine (Printed/Typed) Date
MY Q a0 J 9 Stephanie Rabadue 04/10/2014
Tile” Y "
‘Regulatory Anmalyst .. .
Appréved by (Signautre) Narie (Printed/Typed) " Date
Ay@d f’ dﬂ) /S/ STEPHEN J. CAFFEY | 4 Jis(14
Title 4 t M Office C , 0

Application approval does not warrant or certify that the applicant holds legal or equitable title to those rights in the subject lease which would cntxtlc the applicant to ‘
conduct operations thereon.
Conditions of approval, if any, are attached.

Title 18 U.S.C. Section 1001 and Title 43 U.S.C. Section 1212, mdke it a crime ]{er

States any false, fictitious or fraudulent statements or representations as to any métter within its jurisdiction. SR
*(nstructions on page 2) ' - - Do
| RECE?VED l CARLSBAD CONTROLLED WATER BASIN N QC

Witness Surface & APR 15 2014
Intermediate Casing
, | NMOCD ARTESIA

VAL SUBJECT TO
PPR%AL REQUIREMENTS AND

£E ATTACHED FOR
SCO,ND\T\ONS OF APPRO\!AL

SPECIAL ST\PULAT\ONS
ATTACHED




District 1

1625 N. French Dr., Hobbs, NM 88240

1301 W- Grand Avenue, Artesia, NM 88210

State of New Mexico

Energy, Minerals & Natural Resources

OIL CONSERVATION DIVISION

Form C-102
Revised October 12,2005

Subimit to Appropriate Distr,i;if Office

Distiict 11 State Lease - 4 Copies
1000 Rio. Brazos Rd.,.Aztéc, NM 87410 1220 South St Franus Dr. Fee Lease - 3 Copies
Districr TV Sant,a Fe, NM 87505 .
12203 St Franicis Dr., Santa Fe, NM 87505 » ] AMENDED REPORT
Lanens B i ; o T s it i
WhLL LOCATIONAND ™ ACREAGE DEDICATION PLAT . ;
) | 2 Pool'Code 3 Pogi Name
30”0 4}5 2(? // 47545 Nish Draw; Delawaré - Bs AV SD
4Property Code 5 Préperty (Namc © S“Well Nufnber
303152 Nash Unit _amy.
TOGRID No. 8" Operafor Name 9 Elevation '
. 005380, " . XTO, Energy, Inc 2985
. ‘ e 10Sun"ace Location \ " o
UL or lotno; Section | Township Range. Tot. ldrl * Feet from the Nonh/South ling Feet from thé| ~East/West ling Couity
E 13 235 29E | as> | wosth | 909 . | wWest .|  Eady
) I Bottom Hole Locatxon If Differéait Froxi, Smface . A "
UL orlotne.” |~ Section Té'wﬁ's‘hifi{ Range Lot. idn Feet fromthej. North/Soqth.lmc Feet fromi'the;  Edst/West ling . County
L | 11 | 238 29E ) 2310 South | 330 West | . mddy
TDedicated Acres |13 Joint or Infill  |'¥Consolidation Code {5 Order. No. ) ¢ 791
: t/./o—/sl

__160

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

16 \\

ra

"OPERATOR CERTIFICATION

Phereby certify ifiat the information.contained herein is true and
complete to the'best of my knawl:edge and béliggf, wid that iis
organization either ovins w(}rking inerest or unleased,minéml
interest 'the land including the proposed battomn.hole location
or has a right to drill this u"ell at this location pursuant fo a
contract vith an owner of siich'a mineral or working'interest, or’
oa volunlmypao/iigg agreement or'a compulsory pooling order

heretofore entered by the diw’vi(m N

@L pabfdxu . 42!(3‘4IL/

lg,nature ~ . Date
Sehonue. Qn backi
Prmted\Namc

' SURVEYOR CERTIF ICATION

e

1 hereby certify that the well location shown o this plat
was plotted from field notes of actual surveys made hy
me or under niy supervision, and that the same is trie

and correct 10 the best of my belief.

Date of Survey .
Signature and Seal of Professional Surveyer: |

Certificate Number




PECOS DISTRICT
CONDITIONS OF APPROVAL

N .

OPERATOR’S NAME:
- LEASE NO.:

| WELL NAME & NO.:
| SURFACE HOLE FOOTAGE:

-, BOTTOM HOLE FOOTAGE
LOCATION:

"~ COUNTY:

XTO Energy, Inc.

NMNM-0554221

Nash Unit 54Y .

1822’ FNL & 0909’ FWL

2310’ FSL-& 0330> FWL Sec. 11, T. 23 S., R 29 E:
Section 13, T. 23 S.,,R29 E., NMPM[

Eddy County, New Mexico

This applicatibn is approved in accordance with the original approval of the Nash
Unit 54. The only difference incorporated in this approval is the surface location has
been moved 20 feet west because the original welllbore was plugged after settmg and

cementing the surface casing.

4 TABLE OF CONTENTS " ¥

Standard Conditions of Approval (COA) apply to this APD. If any deviations (o these -

Standards exist or special COAs are required, the section with the dev1at1on or
requirement will be checked below.

[] General Provisions
[ ] Permit Expiration

[ ] Archaeology, Paleontology, and Historical Sltes

[ ] Noxious Weeds
X] Special Requirements
Cave/Karst

Commercial Well Determination

Unit Well Sign Specs
[ ] Construction

Notification

Topsoil

Closed Loop System

Federal Mineral Material Pits

Well Pads
Roads
[ ] Road.Section Diagram
X Drlllmg
Cement Requirements
'H2S Requirements
R-111-P-Potash
High Cave/Karst
Logging Requirements

Waste. Material and Fluids

[X] Production (Post Drilling)

Well Structures & Facilities

Pége 1 of 20




‘ Ppipelines
B Interim Reclamation o
t& Reclamation

[l Final Abandonmen

page 2020
J



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 eperator‘must have set thesconductor pipe in order to-'
allow for an extension of 60 days beyond the expiration date of the APD. (Filing of a
Sundry Notlce is required for th1s 60 day extension.)

. 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
with the Authorized Officer for acceptable weed control methods, which include
followmg EPA and BLM reqmremems and policies. :

Page 3 of 20



V. SPECIAL REQUIREMENT(S)

Commercial Well ]Detemﬁmatmn
A commercial well determination shall be submitted after production has been
established for at least six‘months.

~ Unit Wells :
The well sign for a unit well shall include the unit number in add1t10n to the surface and
bottom hole lease numbers. This also applies to participating area numbers.. If a
participating area has not been established, the operator can use the general unit
designation, but will replace the umt number with the participating area number when the
51gn is replaced.

Ca\?e and Karst

. Depending on location, additional Drilling, Casing, and Cementing procedures may be i‘equired E
by engineering to protect critical karst groundwater recharge areas.

Cave/Karst Surface Mntngatmn \
The following stipulations will be apphed to minimize 1mpacts during construction, d1 1111ng and
ploductlon :

‘ Cbnstructlon
. In the advent that any underground voids are opened up during construction actlvmes
construction activities will be halted and the BLM will be notified 1mmed1ately

| No Blasting:
No blasting will be utilized for pad construction. The pad will be Constlucted and leveled .
by addmg the necessaly fill and caliche.

.]Pad ]Bermmg
The pad will be bermed to prevent oil, salt, and other chemical contaminants flom
Ieavmg 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 Wlll be
installed with a 4 oz. felt backing to prevent tears or punctures Tank battery belms must
be large enough to contain 1 %2 times the content of the largest tank. '
Leak Detection System:
A method of detecting leaks is required. The method could incorporate gauges to
measure loss, situating values and lines so they can be visually inspected, or installing
electronic sensors to alarm when a leak is present. Leak detection plan will be submltted
~ to BLM for approval.

Page 4 of 20



Automatic Shut-off Systems:
Automatic shut off, check values, or similar systems w111 be mstalled 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 Wlll be
logged and reported in the drilling report. :
Re‘gardle‘ss 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 c01rect1ve actions to resolve the .
problem.

Abandonmem Cementing: )

Upon well abandonment in high cave karst areas addmonal plugging condmons of
approval may be required. The BLM will assess the 51tuat10n and work with the operator
to ensure proper plugging of the wellbore.

Pressure Testmg
_ 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.

VI. CONSTRUCTION

-A.  NOTIFICATION

- The BLM shall administer compliance and monitor'cbnstruction of the access road and
well pad. Notify the Carlsbad Field Office at (575) 234-5909 at least 3 working days
prior to commencing construction of the access-road and/or-well pad.
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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. TOPSOIL

The operator shall strip the top pomon of the soil (root zone) from the entire well pad
area and stockpile the topsoil along the edge of the well pad as depicted in the APD. The
root zone is typically six (6) inches in depth. All the stockpiled topsoil will be -

~ redistributed over the interim reclamation areas. Topsoil shall niot be used for berming
the pad or facilities. For final reclamation, the topsoil shall be spread over the entire pad
area for seeding preparation.

Other subsoil (below six inches) stockpiles must be completely segregated from the -
- topsoﬂ stockpile.. Large rocks or subsoil clods (not evident in the surrounding terrain)
must be buried within the approved area for interim and final reclamation.

Cc. CLOSED LOOP SYSTEM

Tanks are required for drilling operations: No Pits.

The operator shall properly dispose of drilling contents at an authorized dispoéai site.”
D. - FEDERAL MINERAL MATERIALS PIT |

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

E. W]ELL PAD SURFAC]ING
Suifacing 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.
.

_F.  EXCLOSURE FENCING (CELLARS & PITS)

Exclosure Fencmg

The operator will install and maintain exclosure fencing for all open well cellars to

prevent access to public, livestock, and large forms of wildlife before and after drilling -
operations until the pit is free of fluids and the operator initiates backfilling, (For
examples of exclosure fencing design, refer to BLM’s Oil and Gas Gold Book, Exclosme
Fence Illustratlons Figure 1, Page 18.)
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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 dlsturbance when constructmg the access road, shall not exceed twenty-five (25)
feet. ~
Surfacing :

Surfacing material is not reqmred on the néew access road driving surface. If the operatm
elects to surface the new access road or pad, the surfacing material may be required to be
removed at the time of reclamatlon -

Where possible, no improvements should be made on the unsurfaced access road other
than to rémove vegetation as necessary, road irregularities, safety issues, or to fill low
‘areas that may sustain standing water.’

‘ The Authorized Offlcel reserves the right to require surfacing of any portion of the access
road at any time deemed necessary. Su1facmg may be required in the event the road
detenmates erodes, road traffic increases, or'it is determined to be beneficial for futire
field development. The surfacing depth and type of material W1ll be determined at the
time of notification. : :

Crownmg o .
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 dn a 14" wide road). The road shall confoun
to Figure [; cross section and plans for typical road constructlon o

Ditching
Ditching shall be required on both 51des of the road.

Turnouts

“Vehicle turnouts shall be constlucted on the road. Turnouts shall be intervisible with
interval spacing distance less than 1000 feet. . Turnouts shall conform to Figure 1; cross
section and plans for typical road construction.

Dramage

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

A typical lead-off ditch has a minimum depth of 1 foot below and a berm of 6 inches’

above natural ground level. The berm shall be on the down-slope side of the 'leadéoff
ditch. '
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Cross Sectioh of a Typical Lead-off Ditch

& \ o
/t “‘"\\ 1’ Minirnurn Depth
M *, !
,w-’/é . \"‘x Matural Ground Level
PEEEE——— T et ™, .

on *,
Cowen 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']Interva\_I of Lead-off ]Ditéh_es |

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%~ro'ad slope: 400" + 100" = 200" lead-off ditch interval
. ' 4% :

P

Culvert ]Installatnons

Appropriately sized culverts shall be installed at deep waterway channel flow crossmgs o

“through the road.

Cattleguards

An.appropriately sized cattleguard: sufficient to carry out the project shall be msta]led and

- mamtamed at fence/road crossings.
. /

Any exist"ing_ cattleguards on the access road route shall be repaired or feplaced if they are

damaged 6r have deteriorated beyond practical use. The operator shall be responsible for -

the condition of the existing cattleguards that are in place and are utilized during lease
operat1ons

Fence ]Requirement

Where entry is granted across a fence line, the fence shall be braced and tied off on both
sides of the passageway prior to cuttmg '

The operator shall notify the pnvate surface landowner or the grazmg allotment holder
prior'to’ crossmg any fences.

]Publie Access \ ’

Page 8 of 20 |



Public access on this road shall not be restricted by the operator without specific written
approval granted by the Authorized Officer.

‘Construction Steps 1. Salvage topsoil

: 3. Redistribute tobsoil
_ : 2. Construct read

4.Revegetate slopes

——,— — e — . céintarline of roadway : -

-.,‘\'. ) X — o
shoulder 7 . umout m ;/,1»*.
transiion | 25 o 160' 25 __ transmon
. ’ .~ fullturnout width T
. .

lntamslb!e tumouts shall be constmcted on .
ali slngle lane roads on all blind curves with

. <. additiond] minatits as necded to keep spating
o Typical Turnout Plan . .~ belowioooest

Level Ground Section

: -y road
~'W-\_ 3 % ):;— -.\‘_h ) type. . ' GOWT )
B g X = =T :
3‘]\\@ ;‘;"”ln,o \%’«’;% "7?;‘\ \% e~ , .| earthsurface 03- 03ftit
“\{ﬂ;:-\_\ ? ‘?ﬁ\\ \‘6, I o _ aggregatesurface | 02- 041Uf
N = { RS ' CoL paved surface 02~ 03 fUft
y L - \-‘,,:':\;:. a‘ \L’(‘v . _,_w_bu—\—:-r——m_.w.___,_m__‘_g\ B
:Q..-' _ ~ e '
‘ ~ ..
Depth measured from S S~
the bettorn of the ditch e ~. - .
' . o Alterai growng \‘ ~—
Side Hill Section . ‘ T TRSTRSY
S, "
Ky,
"‘\g.':?‘lqd” w
G Ty center !
@Q‘:;" e line center
Gp;\ R fine
‘ b \\.
. \ : — s
e "‘\.,__'*
. ’ . .
1
ol i e, -
travel surface = ‘ \.EZ‘:\ o travel surface -
{slope 2 - 436) e

. {slope 2 - 4%}

Typicai Ins!npe Section

Tyfaica! Outslope_d Section

Flgure 1. Cross-sections and plans for typical road sections representatwe of BLM resource or FS local and higher-class roads. *
rage v oI Zu.




VIIL.

Al

DRILLING o )

DRILLING OPERATIONS IREQU]HREMENTS

A

The BLM:is to be notified in advance for é represehtative to Witness:

B.

a. Spudding well (minimum of 24 hours) :
b. Setting and/or Cementing of all casing strings (minimum of 4 hours)

. C. BOPE tests (minimum of 4 hours)

l Eddy County
Call the Carlsbad Field Office, 620 East Greene St. Carlsbad NM 88220,
(575) 361-2822 '

|

. Hydrogen Sulfide (H2S) monitors shall be installed prior to drilling out the

surface shoe. If H2S is detected in concentrations greater than 100 ppm, the
Hydrogen Sulfide area shall meet Oinshore Order 6 requirements, which
includes equipment and personnel/public protection items. If Hydrogen Sulfide
is encountered, provide measured values and formations to the BLM.

.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. If the drilling rig is removed without approval — an Incident of
Non -Compliance will be written and will be a “Major” Violatlon

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 1mmed1ately above the substructure on
Which the draw works is located, this does not include.the dog house or stairway area.

The record of the drilling rate along with the GR/N well log run from TD to
surface (horizontal well — vertical portion of hole) shall be submitted to the BLM
office as well as all other logs run on the borehole 30 days from completlon 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. :

' CAS]IN G

. N

‘Changes to the approved APD casing program need prior approval if the items
substituted are of lesser grade or different casing size. The Operator can exchange

" the componeits of the proposal with that of superior strength (i.e. changing from J-
55 to N-80, or from 36# to 40#). Changes to the approved cement program need
prior approval if the altered cement plan has less volume or strength or if the
changes dre substantial (i.e. Multistage tool, ECIP etc.).
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- Centralizers required on surface casing perOnshore Order 2.IT1.B.1.1.

Wait on cement (WOC) time prior to drilling out 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. DURING THIS
WOC TIME, NO DRILL PIPE, ETC. SHALL BE RUN IN THE HOLE. Provide
compressive strengths including hours to reach required 500 pounds compressive
strength prior to cementing each casing string. IF OPERATOR DOES NOT HAVE "
THE WELL SPECIFIC CEMENT DETAILS ONSITE PRIOR TO PUMPING ‘
THE CEMENT FOR EACH CASING STRING, THE WOC WILL BE 30 HOURS.
See individual casing strings for details regarding lead cement slurry requirements.

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

L

R-111-P-Potash

High Cave/Karst

Possibility of water flows in the Salado and Delaware.
]Possnblllty of lost circulation in the Rustler. andl Delaware.

1. The 13-3/8 inch surface casing shall be set at approximately 295 feet (a minimum of
25 feet into the Rustler Anhydrlte and above the salt) and cemented to the surface. If
' saltis encountered, set casing at least 25 feet. above the salt. » :

a. If cement does not circulate to the surface, the appropriate BLM office shall
be notified and a temperature survey utilizing an eleetl'onic 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
comp]etm g 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 hoﬂrs
after bringing cement to surface or 500 pounds compresswe strength,
whichever is greater.

d. If cement falls back, remedial cementing will be- done pr1or to drilling out that
string. :

2. The minimum required fill of cement behind the 9-5/8 mch intermediate casing,
which shall be set at approximately 3100 feet, is:
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X< 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.

_ ]E‘ormat_it)n below the 9-5/8” shoe to be tested according to Onshore Order 2.II1.B.1.i.
Test to be done as a mud equivalency test using the mud weight necessary for the
pore pressure of the formation below the shoe (not the mud weight.required to
prevent dissolying the salt formation) and the mud welght for the bottom of the

. hole. Report results to BLM office. :

Centrahzers required thmugh the curve and a minimum of one every other joint.
. 3. The minimum required fill of cement behind the 7 inch production casing is:
D4 Cement to surface. If cement does not circulate, contact the appropriate BLM |

office. Wait on cement (WOC) time for a primary cement job is to
mclude the lead cement slurry due to potash

: Operator must run a CBL flrom T}D of the 7’ casing to surface. Submnt results to
the ]B]LM :

F ormatlon below the 7 shoe to he tested accon‘dmg to Onshore Order 2.11LB.1.i.
Test to be done as a mud equivalency test using the mud weight necessary for the
pore pressure of the formation below the shoe and the mud weight for the bottom of
‘the hole. -Report lresu]lts to BLM office.

. 4. Cement not required on the 4-1/2” casing. Packer system being used.

5. If hardband dr111 pipe is rotated 1n51de casing, returns will be monitored for' metal. If ‘
metal is found in samples, drill.pipe will be pulled and rubber protectors which have a
larget diameter than the tool joints of the drill pipe will be installed prior to -
. contmumg 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. Mmlmum working pressure of the blowout preventer (BOP) and related equipment
(BOPE) lequ1red for drlllmg below the surface casing shoe shall be 3000. (3M) psi.
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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 césing sectlon) 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
5000 (SM) psi. SM system requires an HCR Valve, remote kill line and annular
to match. The remote klll line is to be mstalled prmr to testing the system and
tested to stack pressure.

The appropriate BLM office shall be notified a minimum of 4 hours in advance fora -

representative to witness the.tests. .

Coa.

In potash areas, for all casing strings utilizing slips, these are to be'set as soon’
as the crew and rig are ready and any fallback cement remediation has been -

' done. For all casing strings, casing cut-off and BOP installation can be

- initiated at twelve hours after bumping the plug. However, no tests shall

commence until the cement has had a mlmmum of 24 hours setup time.

The tests shall be done by an independént service company utilizing a test
plug not a cup or J-packer. The operator also has the option of utilizing an
independent tester to test without a plug (i.e. against the casing) pursuant to
Onshore Order 2 with the pressure not to exceed 70% of the burst rating for
the casing. Any test against the casing must meet the WOC time for water -
basin (18 hours) or potash (24 hours) or 500 pounds compressive strength,

. whichever is greater, prior to initiating the test (see casing segment as lead

cement may be critical item).

The test shall be run on a 5000 psi chart for a 2-3M BOP/BOP, on a 10000 psi
chart for-a 5SM BOP/BOPE and on a 15000 psi chart for a 10M BOP/BOPE.

- If a linear chart is used, it shall be a one hour chart. A circular chart shall

have a maximum 2 hour clock..

“The results of the test ,shvall be reported to the appropriate BLM office.

All tests are fequired 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.

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 minutés if test is done with a test
plug and 30 minutes without a test plug This test shall be performed prior to
the test at full stack pressure.

#

D.  DRILL STEM TEST
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If drill stem tests are -perfornied, Onshore Order 2.11L.D shall be lelowed.

E. WASTE MATER]IA]L AND ]F]L'U]HDS

All waste (1 e. drilling fluids, trash, salts, chemicals, sewage gray water, etc.) created as a
‘result of d11111ng operations and completion operations shall be safely contained and
_disposed of properly at a waste disposal facility. No waste material or fluid shall be

disposed of on the well location or surounding area.

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

- JAM 011414
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VIIL.

PRODUCTION (POST DRILLING)
A. WELL STRUCTURES & FACILITIES

Placement of ]Pmductlon Facilities

~ Production facilities should be placed on the well pad to allow. for maximum interim

recontouring and revegetation of the well location.

‘Exclosure Nettmg (Open-top Tanks)

Immediately following active drilling .or completion operations, the operator will take
actions necessary to prevent wildlife and livestock access, including avian wildlife, to all
open-topped tanks that contain or have the potential to contain salinity sufficient to cause

* . harm to wildlife or livestock, hydrocarbons, or Resource Conservation and Recovery Act

of.1976-exempt hazardous substances. At a minimum, the operator will net, screen, or
cover open-topped tanks to exclude wildlife and livestock and prevent mortality. If the.

- operator uses netting, the operator will cover and secure the open portion of the tank to

prevent wildlife entry. The operator will net, screen, or cover the tanks until the operator
removes the tanks from the location or the tanks no longer contain substances that could

‘be harmful to wildlife or livestock. Use a maximum netting mesh size of 1 ¥z inches.

The netting must not be in contact with fluids and must not have holes or gaps.

Chemical and Fuel Secondary Containment and Exclosure Screening

The operator will prevent all hazardous, poisonous, flammable, and toxic substances from
coming into contact with soil and water. *At a minimum, the operator will install and
maintain an impervious secondary containment system for any tank or barrel containing

Thazardous, poisonous, flammable, or toxic substances sufficient to contain the contents of

the tank or barrel and any drips, leaks, and anticipated- prec1p1tat10n The operator will
dispose of fluids within the containment system that do not meet applicable state or U. S.
Environmental Protection Agency livestock water standards in accordance with state law;

~ the operator must not drain the fluids to the soil or ground.. The operator will design,

construct, and maintain all secondary containment systems to-prevent wildlife and
livestock exposure to harmful substances. At a minimum, the operator will install
effective wildlife and livestock exclosure systems such as fencing, netting, expanded
metdl mesh, lids, and grate covers. Use a maximum netting mesh size of 1 ¥ inches.

| Open-Vent Exhaust Stack Exclosures

The operator will construct, modify, equip, and maintain all open-vent exhaust stacks on
production équipment to prevent birds and bats from entering, and to discourage

- perching, roosting, and nesting. (Recommended exclosure structures on open-vent

exhaust stacks are in the shape of a cone.) Production equipment'inc_l_udes, but may not,

be limited to, tanks, heater-treaters, separators, dehydrators, flare stacks, in-line units, and
compressor mufflers. - . -

Containment Structures

Proposed production facilities such as storage tanks and other vessels will have a - _
secondary containment struicture that is constructed to hold the capacity of 1.5 times the

Page 15 of 20



largest tank, plus freeboard to account for prec1p1tat10r1 unless more stringent protectlve
requirements are deemed necessary. ;

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 from the
BLM Standard Environmental Color Chart (CC-001: June 2008).

B. PIPELINES
STANDARD STIPULATIONS FOR SURFACE INSTALLED PIPELINES -

A copy of the application (Grant, Sundry Notice, APD) and attachments, including
stlpulatlons, survey plat and/or' map, will be on location during construction. BLM
personnel may request to you a copy of your permit during constructlon to ensure
compliance w1th all stipulations.

Holder agrees to comply with the following stipulations to the satlsfactlon 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
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
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A

provided by 43 CFR Sec. 2883.1-4. The holder shall be held to a standard of strict
liability for damage or 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- dlsturbmg and earth- movmg ‘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
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 authorlzed right-of-
way widthof - 20~ feet. If the pipeline route follows an existing road or
buried pipeline right-of-way, the surface pipeline must be installed no farther than 10 feet
from the edge of the road or buried pipeline right-of-way. If existing surface pipelines
prevent this distance, the proposed surface pipeline must be installed immediately
adjacent to the outer surface pipeline. All construction and maintenance activity will be
confined to existing roads or ri'ght—of-ways.

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

8. The holder shall install the pipeline c.)nvthe surface in such a manner fhat will minimize
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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. o

/
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 w1ll be allowed unless
apploved by the Authorized Officer.

11. 9In those areas where erosion Con,tfol structures are réquired to stabilize soil ~
conditions, the holder will install such structures as are suitable for the specific soil
conditions being encountered and which are in acc01dcmce 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
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.
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16. 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, powerline 'corridor, and adjacent land
affected by the establishment of weeds due to this action. The operatot shall consult with
the Authorized Officer for acceptable weed control methods, which include following
EPA and BLM requirements and policies.

17. Surface pipelines must be less than or equal to.4 inches and a working pressure
below 125 psi.

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.

. P N N . , .
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.’

X :

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
completé 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 v
appropriate BLM office for any exceptions/exemptions if needed.

All disturbed areas after they have been éatisfactorily prepared need to be reseeded with
the seed mixture provided below.

Upon completion of interini reclamation, the operator shall submit a Sundry Notices and
Rep01ts on Wells, Subsequent Report of Reclamation (Form 3160-5).

X. FINAL ABANDONMIENT & RECLAMATION

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

v

Earthwork for final r¢clamatioh mist be completed within six (6) months of well,
- plugging. All pads, pits, facility locations and roads must be reclaimed to a satisfactory
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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 areas have been satisfactorily prepared, these areas need to be
revegetated with the seed mixture provided below. Seeding should be accomplished by .
drilling on the contour whenever practical or by other approved methods. Seeding may
need to be repeated until revegetation is successful, as determined by the BLM.

Operators shall contact a BLM surface protection specialist prior to surface abandonment
operations for site specific objectives (Jim Amos: 575-234-5909).

Seed Mixture 1, for Loamy 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 séed (PLS)* per
acre. There shall be no primary or secondary noxious weeds in the seed mixture. Seed
will be’tested and the viability testing of seed will be done in-accordance with State  ©
law(s) and within nine (9) months prior to purchase. Commercial seed will be either -
certified or registered seed. The seed container will be tagged in accordance with State
law(s) and available for inspection by the authorized officer. S

Seed will be planted using a drill equipped with-a depth regulator to ensure proper 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 (small/heaviet 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
bloadcastmg the seed, the pounds per acre are to be doubled. The seeding will be
repeated until a satisfactory stand is established as determinéd by the authorized officer.
Evaluation of growth will not be made befoxe completion of at least one full growing

- season after seeding.

Species to be planted 1n pounds of pure live seed* per acre:

Species
' Ib/acre
Plains lovegrass (Eragrostis intermedia) ' - 05
Sand dropseed (Sporobolus cryptandrus) 1.0
Sideoats grama (Bouteloua curtipendula) 5.0
Plains bristlegrass (Setaria macrostachya) , 2.0

*Pounds of pure live seed:

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