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cxtended to: . Octe 7-2 2005 W. Grand Avenue FORM APPROVED
- MM ui’ g Aven OMB No. 1004-0136
(Wgast 1999) 661 1 301 . A Q(&’.rj" 0 Expires Nogember 30, 2000
UNITED STATES Q: St‘:‘h DY G 5 Lease>Se ial No
DEPARTMENT OF THE INTER : ¥ :

BUREAU OF LAND MANAGEMENT NM-06784 - BHL St : Mo L3525
X i 1 Tribe N
APPLICATION FOR PERMIT TO DRILL OR REENTER 6. If Indian, Allottce or Tribe Name

i d No.
la. Type of Work: [/] DRILL ) REENTER R-11 §-POTASH 7. If Unit or CA Agreement, Name and No.

Fe T 2

8. Lease Name and Well No.

tb. Type of Weil: (] 0t weit & Gas wen [ Other (O single Zone [ Multiple Zone  [Hale Federal Com., Well No. 3
2. Name of Operator 9. API Well No.
V-F Petroleum, Inc. 44010 Y -e1y- ey
3a. Address 3b. Phone No. (include area code) 10. Field and Pool, or Exploratory
P.0. Box 1889 Midiand, TX 79702 432-683-3344 '11[0 %O Dos Hermanos Morrow
4. Location of Well (Report location clearly and in accordance with any State requirements. *) 11. Sec., T., R., M, or Blk. and Survey or Area
Atsurface 1450' FSL & 660' FWL ‘
At proposed prod. zone 950" FNL & 760' FW L SUBJECT TO 112
_ APPROVALBY S TATE Sec. 22-T20S-R30E
14. Distance in miles and direction from nearest town or post office* 12. County or Parish 13. State
20 miles east of Carlsbad, NM Eddy NM
15. Distance from proposed* 16. No. of Acres in lease 17. Spacing Unit dedicated to this well

location to nearest
property or lease line, ft.

(Also to nearest drig. unit line, if any) 660" (760") 280 640 RECE'VL'.D
18. Distance from proposed location* 19. Proposed Depth 20. BLM/BIA Bond No. on file

to nearest well, drilling, completed, NOV 1 7 2005

applied for, on this lease, ft. 100 12,300 NM.2246
21. Elevations (Show whether DF, KDB, RT, GL, etc.) 22. Approximate date work will start* 23. Estimated duration AR i 74

3268' GL January 15, 2006 6 weeks
4. Attachments CAPITAN CONTROLLED WATER BASIN

The following, completed in accordance with the requirements of Onshore Qil and Gas Order No.1, shall be attached to this form:
1. Well plat certified by a registered surveyor. 4. Bond to cover the operations unless covered by an existing bond on file (see
2. A Drilling Plan. Item 20 above).
3. A Surface Use Plan (if the location is on National Forest System Lands, the 3. Operator cen.lﬁcanon?, ) . .

SUPO shall be filed with the appropriate Forest Service Office). 6. Such other site specific information and/or plans as may be required by the

authorized officer.
25. Signature ) . Name (Printed/Typed) \Date
%]M.‘/ &u% \George R. Smith . 9/30/05
Title / T d
Agent for: V-F Petroleum, Inc.
Approved by (Signature) ' Name (Printed/Typed) . ) Date . " 5
'19/ Anvee, o Cocnnidony — . Toce - CD&V.,\/QQVQ/ X NO\I -9 LUU
Ti ' Offi :
A®rING  STATE DIRECTOR “Offce M STATE OFFICE

Application approval does not warrant or certify that the apphcant holds legal or equitable title to those rights in the subject lease which would entitle the applicant to conduct
operations thereon.

Conditions of approval, if any, are attached. ' APP ROVAL FOR 1 YEAR

Title 18 U.S.C. Section 1001 and Title 43 U.S.C. Section 1212, make it a crime for any person knowingly 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 jurisdiction.

*(Instructions on reverse} S«<t I>5.7
~

TL- Crdor L9

Lease Responsibility Statement: V-F Petroleum, Inc. accepts all applicable terms, conditions, stipulations, and restrictions
concerning operations conducted on the leased land or portion thereof.

APPROVAL SUBJECT TO George R, ér’nith, agent
GENERAL REQUIREMENTS

AND SPECIAL STIPULATIONS
ATTACHED
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WELL LOCATION AND ACREAGE DEDICATION PLAT

State of New Mexico
Energy., Minerals & Natural Resources

OIL CONSERVATION DIVISION
2040 South Pacheco
Santa Fe. NM 87505

Form C-102
Revised March 17, 1999

Submit to Appropriate District Office

State Lease - 4 Copies
Fee Lease - 3 Coples

[} AMENDED REPORT
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APPLICATION FOR DRILLING

V-F PETROLEUM, INC.
. Hale Federal Com., Well No. 3
Surface: 1450’ FSL & 660’ FWL, Sec. 22-T20S-R30E
Production: 950’ FNL & 760’ FWL, Sec. 22-T20S-R30E
Eddy County, New Mexico
Lease No.: NM-06784
(Development Well)

In conjunction with Form 3160-3, Application for Permit to Drill subject well, V-F Petroleum, Inc. submits the following
items of pertinent information in accordance with BLM requirements:

1. The geologic surface formation is recent Permian with quaternary alluvium and other surficial deposits.

2. The estimated tops of geologic markers are as follows:

Rustler 425’ Wolfcamp Limestone 10,293’
Yates 1,778’ Middle Strawn Limestone 10,953’
Capitan Reef - 2,319’ Atoka 11,243’
Delaware 3,653’ Morrow 11,688’
Bone Spring 6,450 Lower Morrow 12,168
Wolfcamp 10,124’ T.D 12,300’

3. The estimated depths at which water, oil or gas formations are anticipated to be encountered:

“Water: Surface water between 100’ - 300",
Oil:  None expected.
Gas:  Possible in the Strawn below 10,953°, Atoka below 11,243 and the Morrow below 11,688'.

4. Proposed Casing Program:

HOLE SIZE CASING SIZE_WEIGHT _GRADE JOINT SETTING DEPTH QUANTITY OF CEMENT

20” 20” 94.0# H-40 ST&C 400° Circ. 550 sx HL. & 150 “C” to surface.
17 1727 13 3/8” 48.0# H-40 ST&C 750°

17127 13 3/8” 54.5# K-55 ST&C 1,745’ Circ. 1000 sx HL & 150 “C” to surface
12 1/4” 95/8” 36.0# K-55 ST&C 1,950°

12 1/4” 95/8”  40.0# K-55 ST&C 3,600’ Circ. 900 sx HL & 300 "C" to surface.
8 3/4" 512" 17.0¢ N-80 LT&C 6,150’

8 3/4” 51/22  20.0# N-80 LT&C 12,300° 750 sx “H” returned to 8,000’ for TOC.

NOTE: Deviation Requirements: Commencing at 4,500’: Kick off and build angle at 3.0 degrees per 100 feet. Drill and
build curve section at 19 degrees to 9500°. Natural drop section to near vertical at T.D. See Exhibit “F”.

S. Proposed Control Equipment: A 12” 5000 psi wp Shaffer Type LWS Double Gate BOP will be installed on the 13
3/8” casing. Casing and BOP will be tested according to Onshore Oil & Gas Order #2, not to exceed maximum surface
estimated pressures of 2800 psi wp, before drilling out with 12 1/4” and will be tested regularly. See Exhibit "E".

6.___MUD PROGRAM: MUD WEIGHT VIS. W/L CONTROL,
0'- 400  Fresh water mud: 86- 9.2 ppg 32-40 No W/L control
400'- 1745  Brine water mud 10.0 - 10.1 ppg 28-29 No W/L control
1745'-  3600" Fresh water mud: 10.0 - 10.1 ppg 28-29 No W/L control
3600’ - 10,600°:  Brine water mud: 83- 84ppg 28-29 No W/L control
10,600’ - 12,300°:  Cut Brine mud: 9.8-10.0 ppg 36-40 W/L cont. 12 —to 6 cc in Morrow

7. Auxiliary Equipment: Blowout Preventer, gas detector, Kelly cock, and stabbing valve.




V-F PETROLEUM, Inc.
Hale Federal Com., Well No. 3
Page 2 :

8. Testing, Logging, and Coring Program:
Drill Stem Tests: None.
Logging: T.D. to 3900 GR-DNL-DLL
3900’ to Surface:  GR-
Coring: None planned

9. No abnormal pressures or temperatures are anticipated. In the event abnormal pressures are encountered the proposed

mud program will be modified to increase the mud weight. Estimated maximum BHP = 5412 and Surface Pressure =
2706 with a temperature of 183°.

10. HS: None expected.

11. Anticipated starting date: January 15 2006
Anticipated completion of drilling operations: Approximately 35 - 45 days.



MULTI POINT SURFACE USE AND OPERATIONS PLAN

V-F PETROLEUM INC.
Hale Federal Com., Well No. 3
Surface: 1450' FSL & 660' FWL, Sec. 22-T20S-R30E
Production: 950° FNL & 760° FWL, Sec. 22-T20S-R30E
Eddy County, New Mexico
Lease No.: NM-06784
(Development Well)

This plan is submitted with the Application for Permit to Drill the above described well. The purpose of the plan is
to describe the location of the proposed well, the proposed construction activities and operations plan, to be followed
in rehabilitating the surface environmental effects associated with the operations.

1. EXISTING ROADS:

A. Exhibit "A" is a portion of a USGS/BLM Topo map showing the location of the proposed well as staked.
The well site location is approximately 20 road miles northeast of Carlsbad, New Mexico. Traveling east
from Carlsbad there will be approximately 17 miles of paved highway and 2.8 miles of gravel ranch/oilfield
roads.

B. Directions: Travel east from Carlsbad, NM on U.S. Highway 62/180 for approximately 17 miles between
MM#54 & 55, .27 mile east of the NM Highway 31 turnoff. Turn north, at a V-F Petroleum sign, onto a
good gravel road paralieling a power line. Continue north for 1.6 miles; then NE for .5 mile; then north for
.4 mile to a bend in the road 500 feet south of the Hale Fed. Com., Well No. 2 well pad. The start of the
proposed access road is staked at this bend on the west side and will run north for 600 feet parallel to a two-
track road beside a PNM gas pipeline. The proposed access road will then turn west for approximately 380
feet to the southeast corner of the proposed well site.

2. PLANNED ACCESS ROAD:

A. Length and Width: The proposed access road will be constructed to a width of 12 feet and will be
approximately 1000 feet in length. The proposed access road is color red on Exhibit “A”.

B. Construction: The proposed access road will be constructed by grading and topping with compacted
caliche and will be properly drained.

C. Turnouts. One turnout will be required at the midpoint, increasing the width to 20 feet for passing.
D. Culverts: None required.
E. Cuts and Fills: None required except the leveling of small dunes and basins,
F. Gates, Cattle guards: None required.
G. Off Lease R/W: None required.
3. LOCATION OF EXISTING WELLS:

A. Existing wells within a two-mile radius are shown on Exhibit "C".



V-F Petroleum Inc.
Hale Federal Com., Well No. 3

Page 2

4. LOCATION OF EXISTING AND/OR PROPOSED FACILITIES;

A.

A..

A.

A.

B.

A.

There are gas production facilities on the lease at this time. The Hale Fed. Com., #2 is located 1650° FSL
& 1800° FWL, Sec. 22-T20S-R30E and is a producing gas well.

If the well proves to be commercial, the necessary production facilities, gas production-process equipment
and tank battery, if required, will be installed on the drilling pad. A 4” O.D. grade J55 steel line, 250# psi,
to carry a maximum pressure of 125# psi, will run on the surface parallel to the proposed access road, to the
PNM pipeline, if PNM can handle the gas. A Sundry Report will be submitted for a gas pipeline when the
access location is determined if the PNM line is not feasible.

LOCATION AND TYPE OF WATER SUPPLY:

It is planned to drill the proposed well with fresh water that will be obtained from private or commercial
sources and will be transported over the existing and proposed access roads.

SOURCE OF CONSTRUCTION MATERIALS:

Caliche for surfacing the proposed access road and well site pad will be obtained on location, if available,
or from an approved Federal pit location in the NEYANWY of Section 27-T20S-R30E. No surface materials
will be disturbed except those necessary for actual grading and leveling of the drill site and access road.

METHODS OF HANDLING WASTE DISPOSAL:

Drill cuttings will be disposed of in the reserve pits.
Drilling fluids will be allowed to evaporate in the reserve pits until the pits are dry.

All pits will be fenced with normal fencing materials to prevent livestock and wildlife from entering the
area.

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

Oil produced during operations will be stored in tanks until sold.
Current laws and regulations pertaining to the disposal of human waste will be complied with. -

Trash, waste paper, garbage and junk will be contained in trash bins to prevent scattering and will be
removed for deposit in an approved sanitary landfill within 30 days after finishing drilling and/or
completion operations.

ANCILLARY FACILITIES:

None required.



V-F Petroleum Inc.

Hale Federal Com., Well No. 3
Page 3

9. WELL SITE LAYOUT:

A. Exhibit "D" shows the relative location and dimensions of the well pad, reserve pits, and major rig
components.

B. Mat Size: 175' X 290", plus 120' X 110’ reserve pits. The pits will be on the northeast.

C. Cut & Fill: A 3 -4 foot cut on the northwest with fill to the south and east.

D. The surface will be topped with compacted caliche and the reserve pits will be plastic lined.

10. PLANS FOR RESTORATION OF THE SURFACE:

A. Afier completion of drilling and/or completion operations, all equipment and other material not required for
operations will be removed. Pits will be filled and the location cleaned of all trash and junk to leave the
well site-in an aesthetically pleasing a condition as possible

B. Any unguarded pits containing fluids will be fenced until they are filled.

C. Ifthe proposed well is non-productive, all rehabilitation and/or vegetation requirements of the Bureau of
Land Management will be complied with and will be accomplished as expeditiously as possible. All pits

will be filled and leveled as soon as they are dry enough to work after abandonment.

11. OTHER INFORMATION:

A. Topography: The proposed well site and access road is located on the south side of an east/west running
hill. The location has a southeasterly slope of 3 - 4% from an elevation of 3268".

B. Soil: The topsoil at the well site is a moderately dark brown colored, calcareous soil with caliche outcrops
with caliche possible below four feet. The soil is of the Pajarito-Dune land complex soils series.

C. Floraand Fauna: The vegetation cover is a sparse to fair grass cover of three-awn, grama, dropseed and
other miscellaneous native grasses along with plants of mesquite, yucca, creosote bush, sage, shinnery oak
brush, broomweed, cacti and miscellaneous weeds and wildflowers. The wildlife consists of rabbits,
coyotes, rattlesnakes, lizards, dove, quail and other wildlife typical of the semi-arid desert land.

D. Ponds and Streams: None except potash disposal ponds 1 — 1.5 miles to the south.

E. Residences and Other Structures: None, but existing oil field facilities.

F. Land Use: Cattle grazing and potash mines.

G. Surface Ownership: The proposed well site and access road are on Federal surface.

H. There is no evidence of archaeological, historical or cultural sites on the proposed 500’ X 500’site.

Archaeological Survey Consultants, P. O. Box D, Roswell, NM 88202, have conducted an archaeological
survey and their report was submitted to the appropriate government agencies on June 8, 2001.



V-F Petroleum Inc.
Hale Federal Com., Well No. 3
Page 4

12. OPERATOR'S REPRESENTATIVE:

A. The field representative responsible for assuring compliance with the approved surface use and operations
plan is as follows:

Tom Beall Jerry Gahr

V-F Petroleum Inc. _ V-F Petroleum, Inc.

P.O. Box 1889 P.O. Box 1889

Midland, TX 79702 Midland, TX 79702

Office Phone:  (432) 687-0008 Office Phone:  (432) 683-3344

13. CERTIFICATION:

I hereby certify that I have inspected the proposed drill site and access route; that I am familiar with the
conditions which presently exist; that the statements made in the plan are, to the best of my knowledge, true
and correct; and, that the work associated with the operations proposed herein will be performed by V-F
Petroleum Inc. and its 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.

September 29, 2005

George R. Smith? .

Agent for: V-F Petroleum Inc.
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B.0.P. Equipmenl Inlended for \jse on Rig # f) L{
Well To Be drilled for ] M_OJZ,Z_Q_hgr_P

' All 8.0.P equipmen! ia H28 Trim "’

' All Acoumulcslore are Koomey Type-80 : Duol Power Eleotiio/Alr *
' Choke Manliold: * See cheel 2

4' Valves : Cameron F/FC, Shafier DB Hydroulio

2° Check Valve: Cameron Type R

2' Valves : Cameron or Shaffer

ﬁnnuhréhd;f% E Type:_ Sphenrisl
annular PSI:_Socco

( I Shatfer: Spherical , If Hydril: Type QK )
. BOP Type_Shofler LS
( It Shalfar: LWS or §L, if Cameron: Type U)
BOP Slze: |34 " - 5000 PSI
Rotating Head Type S ~:th
Rot-Head Fuinished 8y ~[MwBe
Rams in fop gate: 4'lz._pipe
Rams in bollom:_Bi:inds

Side Oullels used:
Bottom_X_ Top

‘4" Valves on Tee

B8.0.P. Equipment Intfended for use on Rig# H
Well To Be drilled tor— lyne )6 ha-~p i
* Al Vaives (H28)° \
Choke Manifole:
Pressure Rating 3,000 or 5,000 (as Req.)
1 - 4" Valves
2 - 2" Valves }
2 - 2° Adjustable Chokes
Valve Types Used:

Cameron - F or FC
Shatfer - B Floseal

WKM M !

Chokes - Comemn H2 or TC unibolt

ANNULAN

€ i o
nAMS
. naMS

EXHIBIT "E"
V-F PETROLEUM, INC.
Hale Federal Com., Well No. 3
BOP Specifications
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EXHIBIT "F"
V-F PETROLEUM, INC.
Hale Federal Com., Well No. 3
Directional Drilling Program

+  Surface: 1450’ FSL & 660’ FWL, Sec. 22-T20S-R30E

Saevie : MRS, I

T

i R(pduction: 950

1

FNL & 760° FWL, Sec. 22-T20S-R30E
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V-F Peteolaum Inc. PRI L LIBHING Page ) . RO
Elwyn (. Hale #3.<lot # Ve ref o Re, ) : ;
.Eddy Counvy tNew Mexics . - Lest ravised * 23-Jun M0}
Measured Inclin. Azimuth Trye Vort RECTANCGULAR Uonleg Vert
~ 'Depth  Degrees Dogrens  (Dupth  COORODINATES  Dep?lo0r  Sect
3900.00  0.0u 1.99 3600.00 0.00 N U.00€E 0.00 0.0
- 4000.00  0.00 199 4000.00 0.00 N 0.00 € 0.90 G080 NoP/BUtYS 2 8 due/100
4100.00 2.%0 199 4099 2.18 N .08 ¢ Z2.50 218 .
. 4200.00 5,00  1.99 4199.74 8.72 N 0.3CE 7.50 R.7
.. 4360.00 7,50 1.99  4299.14 19.69 & 0.68 E ?e R
4400.00 10.00 199 439797 3480 N J2LE  2.50 4 82
4500.00 12.% ).99  4496.04 58.29 N 1.8 ¢ 2.5 KT 9]
4600.00 15.00 1.%3%  4%93.17 78.05 N 2N ¢ 2.%0 78 LA
4700.00 17.50 1 %9 4589.16 106.01 N 388 E 250 16607
4800.00  2v.00 1,99 a478).85 138.1) N 4.80 € 1.80 IRL A
4900.00 22 S0 1.99 4877 .04 174 35 N E§NE 2.5 274 48
8000.00 ¢5.00 Y. «» 468,57 214,60 M 7856 2.3 214 %
5100.00 27,89 .99 80%8.2% 258.80 N Y39 € ¢ 50 253.95
200.00 © 30.09 1 oad 6145 .9} 306 86 N 10.66 € 2.50 377.0%
284.28 32,11 P99 52181 350.31 N 1217 € 2.90 350,62 EOC/Mo'd 37.1) neg tne.
500.00 32.11 1.99  5400.84 458 90 N 164.18 ¢ V.00 anh 18
©6000.00 32.1) 1.9 5824.37 730.4¢ 1 %ITE Do 2.8
- 6500.00 32.11 19U 6247 .90 995 03 & MELE 6080 396,68
7000.00 . 2214 1w Bo71 43 1261 .67 N 4 M2 ¢ 790 12€2.4%
J293.82 32.11 1.99 6924 .54 1420.40 N A0 3T E 400 1871.2% KOD #2/0ean 43 dan/10C
7349.99  31.30 1 9% 65857.96 . 1447 40 N S0.27 €  3.60 144R.31
1.9¢  19%3.22 1499 .69 N 52.78E N o3 1S5GS
1.9 113908 15C1.0n N S3.86 ¢ .60 1551 94
1.9g Y28y 1601 42 N 55,62  0.60  1402.39
e 1312.23 1650.94 N 5733 € 06D §551.93
1.5  7399.61 1699 54 N 59.02¢ V6 1700 A7
1.99 487 .49 1747.23 N G0 6B E. L .&H 1748 23
9% 1575.86 (781,99 N 62.30E  .eh 1796 03
1.9 664,72 1839.83 N €3 8y ¢ G.60) 1840 G4 ;
1.39 7754.08 1884 .74 M €3 45 E ) A0 1885.3 .
1. '8349,93 ° 25.80 1.99  184).86 1928.70 4 8693 C  0.40 132327
Ty 8049,93 25,20 1.99  T9%A 7 151,73 M B4R 050 1%2 O
849,99 24,60 1,99 8024 83 2013.81 N .94 € 0.£) 2015 0
S 8649:99 24,00 193 8115.90 2034 93 N JI6E  3.60 20%.17
C 8749.99 - 231.40 }.39 R207.43 2065.10 N 12.76 € 0.60 2095 .37
T 8849.99 22,80 1.9y 8299 51 2134 .31 N 7412 063 213550
8949.93 22,20  1.39  Hi91.90 2172 96 N 7545 E 0 60 211387
9046.99 21.60 1.50 A4R4 . fp 2209 83 N J6. 14 E 060 221,17
-°73143,9¢ 21.00 199 R&JP.8% 2286 .14 N 78.01C  D.to 2247 .49
9249,99  20.40 1.9 #A71.40 228) 46 N 79,238 0 22RZ .84
CU9349,990 1940 ) 99 A78%,3p 2315 .81 N BD.A2 € YN T KRR
.7 .59449.99 19,20 1.9%  Ra%9.%7 2149 .17 N A1.58 € N.A0 20 .54
C1.9549.99 18,60  1.9%  A954.18 2381 .84 N 270 0.5) M) G2
oL+ - 9649.99° 18.00 1.99 9049 .12 2412,92 83.8%0 € 0.60 2a!4 0
- 9749,99  17.40 1.99 9144 3¢ 2443 .31 N 84.85F 980 2444 T
©.9849.99 - 16.80 1.99  9239.96 2872.69 N 85.87 ¢ 0.6 2474 19
. 3949.99 16,20 1.99  9335.84 2501.08 N 86.86 E (.60 2507 53
10049.99 15.60 1.99  o432.02 2528.46 N 8T.BLE  0.F0 2529 98
- 10149.99 1500  1.99  94528.47 25%4 .84 0 88 73 E  U.G0  25%6 37
70771024999 - 14.40 1,99 2626.20 2580 19 N ¥9.61 E 0 60 250}.74

All dats 1x in feat unles; othorwise stated
Coordinates from 2lot #1 and TVD teum rotary table.

Bottum hole distance 1y 2481.2% cn azimuth 1.99 degrees from wellhead.
Vertica) section i+ from wellhesd on aghimth 1.99 degraes,
Calculation utes the minfmum curveture methng.
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710349.99  14.85

1.99 977219 2604.53 W 90 45 € .60 2606.10
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CONDITIONS OF APPROVAL - DRILLING

Operator's Name: V-F PETROLEUM, INC.

Well Name & No. 3 — HALE FEDERAL COM

Location: 1450’ FSL & 660’ FWL — SEC 22 — T20S — R30E — EDDY COUNTY (SHL)
950’ FNL & 760’ FWL — SEC 22 — T20S — R3oE — EDDY COUNTY (BHL)

Lease: NM-06784

I. DRILLING OPERATIONS REQUIREMENTS:

1. The Bureau of Land Management (BLM) is to be notified at the Roswell Field Office, 2909 West Second St.,
Roswell NM 88201, (505) 627-0272 for wells in Chaves and Roosevelt Counties; the Carlsbad Field Office, 620
East Greene St., Carlsbad, NM 88220, (505) 234-5909 or (505) 361-2822 (After hours) - for wells in Eddy
County; and the Hobbs Field Station, 414 West Taylor, Hobbs NM 88240, (505) 393-3612 for wells in Lea
County, in sufficient time for a representative to witness:

A. Spudding
B. Cementing casing:_20 inch _13-3/8 inch _9-5/8 inch_5-1/2 inch
C. BOP tests

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. Submit a Sundry Notice (Form 3160-5, one original and five copies) for each casing string, describing the
casing and cementing operations. Include pertinent information such as; spud date, hole size, casing ( size,
weight, grade and thread type), cement (type, quantity and top), water zones and problems or hazards
encountered. The Sundry shall be submitted within 15 days of completion of each casing string. The reports may
be combined into the same Sundry if they fall within the same 15 day time frame.

4. The API No. assigned to the well by NMOCD shall be included on the subsequent report of setting the first
casing string.

5. A Communitization Agreement covering the acreage dedicated to this well must be filed for approval with the
BLM. The effective date of the agreement shall be prior to any sales.

6. Gamma-Ray/Neutron logs shall be run from the base of the Salado Formation to the surface; cable speed not
to exceed 30 feet per minute.

II. CASING:

1. The_20 inch surface casing shall be set at _400 feet, below usable water and cement circulated to the
surface. If cement does not circulate to the surface the appropriate BLM office shall be notified and a
temperature survey or cement bond log shall be run to verify the top of the cement. Remedial cementing shall be
completed prior to drilling out that string,. .

2. The minimum required fill of cement behind the_13-3/8 _inch salt protection casing is circulate cement
to the surface.

3. The minimum required fill of cement behind the_9-5/8 inch intermediate casing is circulate cement to
the surface. '

4. The minimum required fill of cement behind the 5-1/2 inch production casing is circulate cement to the
surface,

5. Whenever a casing string is cemented in the R-111-P Potash Area, cement shall be allowed to stand a
minimum of twelve (12) hours under pressure and a total of twenty-four (24) hours before drilling the plug or
initiating tests.
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IIl. PRESSURE CONTROL:

1. All BOP systems and related equipment shall comply with well control requirements as described in Onshore
Oil and Gas Order No. 2. The BOP and related equipment shall be installed and operational before drilling
below the_13-3/8 inch casing shoe and shall be tested as described in Onshore Order No. 2. Any equipment
failing to test satisfactorily shall be repaired or replaced.

2. Minimum working pressure of the blowout preventer and related equipment (BOPE) required for drilling the
surface and intermediate casing strings shall be_2000 psi. Minimum working pressure of the blowout preventer
and related equipment (BOPE) required for drilling below the_9-5/8 inch casing shall be_5000 psi.

3. The appropriate BLM office shall be notified in sufficient time for a representative to witness the tests.

- The tests shall be done by an independent service company.

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

- Testing fluid must be water or an appropriate clear liquid suitable for sub-freezing temperatures. Use of drilfing
mud for testing is not permitted since it can mask small leaks.

- Testing must be done in a safe workman-like manner. Hard line connections shall be required.

- BOPE must be tested prior to drilling into the Wolfcamp Formation by an independent service company.

V. DRILLING MUD:

Mud system monitoring equipment, with derrick floor indicators and visual and audio alarms, shall be operating
~ before drilling into the Wolfcamp Formation, and shall be used until production casing is run and cemented.
Monitoring equipment shall consist of the following:

1. Recording pit level indicator to indicate volume gains and losses.
2. Mud measuring device for accurately determining the mud volumes necessary to fill the hole during trips.
3. Flow-sensor on the flow line to warn of abnormal mud returns from the well.



