Eorm 3160-3 OCD Artesta FORM APPROVED
OMB No. 1004-0137

“{March 2012) : ‘ ;
oo UNITED STATES — gxixi Ociober 31, 2014
DEPARTMENT OF THE INTERIOR : 5. Lease Serial No.
" BUREAU OF LAND MANAGEMENT NMNM113944

. f Indi 1
APPLICATION FOR PERMIT TO DRILL OR REENTER 6. {lIndian, Allotee or Tribe Name

7 I Unit or CA Agreement, Name and No.

la. Tvpcofwork: [Y]DRILL [JreenTER
8. Lease Name and Well No.
Ib. Type of Well: Oil Well DGas Well DOlher Single Zone D Multiple Zone | Cottonwood 29-32 Federal Com #3H
2. Name of Operator Nearburg Producing Company OGRID #15742 9. APl Well No.
30 0lS 43N
3a. Address 3300 N A Street, Bl dg. 2, Suite 120 3b. Phone No. finciude area code) 10. Flcld and Pool, or Exploratory
Midland, TX 79705 (432) 686-8235 WY Bone springs (il

4. Location of Well (Report locanon clearly and in accordance with @w State requirements.®) 11.Sec,, T.R. M. or Blk.and Survey of Arca

Atsurface  150° FNL and 1470 FEL Sec-29, T-26S, R-26E (P-PT: 330" FNL & 1980' FEL $29) Sec-29, T-26S, R-26E
At proposed prod. zone 330' FSL and 1980' FEL, Sec-32, T-26S, R-26E

14. Distance in miles and direction from nearest town or post otfice* 12. County or Parish 13. State
12 miles Southeast from Whites City, NM ' Eddy NM

15. Distance from proposed® 150" 16. No. of acres in lease 17. Spacing Unit dedicated t this well

location to nearest 1581.51 223 Qfacres

ropenv or lease line, R. ’ )
Also o nearest drig. unit line, if any) . 08
\{ 18. Distance from proposed location* 40y 19. Proposed Depth 20. BLM/BIA Bond No. on file

to nearest well, dnlling. completed, : . ' . '

applied for, on this lease, ft. TVD: 6800" MD: 13,552 NM2163
21. Elevations (Show whether DF, KDB, RT, GL, etc.) 22, Approximate date work will start* 23. Estimated duralion

3422 GL 01/01/2016 45 days
% 24. Attachments
The following, completed in accordance with the requirements of Onshore Ol and Gas Order No. I, must be attached to this form: ‘
1. Well plat certificd by a rug,lslered 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 5. Operator certification

SUPO must be filed with the appropriate Forest Service Office), 6. Such other site specific information and/or plans as may be requlred by the
23. Signature . Name (Printed'Tvped) Date

~ , . . . .
z Tim Green ? ~ .Z/g “"‘6}’

Title ’

Production Manager, Nearburg Producing Company

Approved by (Signature 's! SYEPKEN J. c‘AVFEY " Name (Printed Typed)

™ m FIFLD MANAGER °™ BLM-CARLSBAD FIELD OFFICE

Application approvai does not warrant or certify that the apph‘.am holds legal orequitable title to those rights in the subjectlease whith would entitle the applicantto

conduct operatiens thereon. . APPROVAL FOR TWO YEARS

Conditions ot approval, if any, are attached.

Date

3-2-1b

Title 18 US.C. Section 1001 and Titfe 43 U.S.C. Section 1212, make ita crime for any person knowingly and willfully fo make 1o any department or agency of the United

Statesany false, fictitious or fraudulent statements or represerntations as to any matter within its juris ction,

{Continued on page 2) *(Instructions on page 2)

APPROVAL SUBJECT T0
GENERAL REQUREMENTSAND - oun TRCHED TR
SPECIAL STIPULATIONS

ATTACHED " NI OIL CONSERVATION
ARTESIA DISTRICT
: . APR 06 2016

Carlsbad Controlied Water Basin Witness Surface &

*  RECEIVED . lntermedlate Casing
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EXHIBIT A

D]STR&CT?’IM ot N4 88240 st (N Form C-102
* 1828 N, frenc obba, i evise .
Pl;ig'l(‘?l](;'? oll[“ Tax: (a75) 383-0720 . Energy, Minera?stsndoNaturealeeI:Ime;s‘clescl))epartment Revised August 1, 2011
BLL 55k S drtetin, 1 Sa0 B i g s
DRICT Tl OIL CONSERVATION DIVISION
1000 Rio Brazos Rd., Aztec, NM_B7410 1226 South St. Francis Dr.
Phone (305) 334-6178 Fax: (303) 334-8170 ‘ Santa Fe, New Mexico 87505
DISTRICT 1V
%‘ii:a w%!) :1':3:&‘:0’;’“ S‘%l). 0:: o 77008 O AMENDED REPORT
WELL LOCATION AND ACREAGE DEDICATION PLAT
API Number Pool Code w( LC[,\ . Pool Name
50 1S UAI0D | Y400 WAEDCAT; BONE SPRINGS (OIL)
. Property €Code Property Name Well Number
2) D] COTTONWOOD 29-32 FEDERAL COM 3H
OGRID No. Operator Name Elevation
15742 NEARBURG PRODUCING CO. 3422
Surface Location
UL or lot No. Section Township Range Lot Idn FEET from the North/SOUTH LINE| FEET from the East/West Line County
B 29 26 S |26 E 150 NORTH 1470 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 Eaat/West Line County
LoT 2 32 [ 26S |26E 330 SOUTH |. 1980 EAST EDDY
Dedicated Acres Joint or Infill Consolidation Code Order No.

223.05

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

PRODUCING - PROJECT OPERATOR CERTIFICATION
AREA PENETRATION PT.  AREA I hareby certafy that the information
coniained herein is {rue and complele lo
330'FNL & 1980‘.gE|_ the best of my knowledge and belief, and (hat
B thas orgamization either owns o wourking
- interest or unleased rrineral interest in the
land including the proposed botiom Aole
N.2371200.1 371157.5 N:371199.7 location or has & righi to dril this well at
FA T E.. 544363.7 i . ) E. 543675.3 thas location pursuant to a comiract with gn
SURFACE LOCATION ., (NAD83) ! (NAD 83) aumer of mh a mmcrzu or working interesi,
Lat = N 32'01712.32 1 PP, : or to a tora
Long - W 104°18'40.217 I ' compulsory poalmg order Mutn{m entered by
NMSPCE N 371048.4 | ) ! the division
£ 548206.7 , .
(NAD-83) b \—- —|— —_— — L/eAw/ Qv)j-//;
PENETRATION POINT | , , Signature "~ Date
Ltat = N 32°0t'10.54” I ' -ﬂ; Ti
long ~ W 104°18°46.12" | [ ' im Green
_ N 370868.1 -
NMSPCE E 547637.9 J : ‘ Printed Name
(NAD-83) -—— = —— =284 -} —-— tgreen@nearburg.com
f ) Email Address
|
. > ! !
J418.9" 34165 | ! SURVEYOR CERTIFICATION
| _______ I R I P ! hereby certify that the well location shown
SL‘O I -I : on this plat was plotted from field notes aof
I 1 actual swveys made b8y me or under my
: supermson and that the same 1s i{rus and
I 1 I | correct to the
1
N.: 365875.0 | 1 N.: 365876.3
E:544377.2 1 R T Y E.:5407110
(NAD 83) €.:547043 0 ‘ (NAD 83)
| [NAD 83) X
I 1
1
BOTTOM HOLE LOCATION -
Lot - N 32°00'03.63" L~ — —3p- -3 — — ]
Leng - W 104'18’ 475272" [ sl '
N 36410 (!; . . 3637761
NMSPCE- ) 1980 5497133
(NA[)E-a.;)!:)77332 bty llQL g L LOT 3 LOT ¢ (NAD 83)
{NAD 83)
o 1000’ 2000’ 3000° 4000’
SCALE: 1" = 2000’
WO Num.: 31741




v EXHIBIT B-1

SECTION 29, TOWNSHIP 26 SOUTH, RANGE 26 EAST, N.M.P.M,,

EDDY COUNTY, NEW MEXICO.
34189 750" 3416.5°
[ afialiadiediaiiadiadililh A il i i i A A St I T -
1 1
1 ]
] )
] )
4 ]
1 ]
[} t
. e PROPOSED LEASE ROAD TO 28-33 I1H 2355.6°
' (34208 34154 A . ]
. | & brs | v ! L
. S S : 28-33 1H
+ iQ I Y1
: 18 [ X
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oo et ARCH SURVEY AREA. ... s

NEARBURG PRODUCING CO.
COTTONWOOD 29-32 FEDERAL COM 3H
ELEV. — 3422°
Lat = N 32701°12.32"

Long — W 104°18'40.21"

NMSPcE- N 371048.4
(NAEE g;)8206.7 WHITE CITY, NM IS 11 MILES TO THE NORTHWEST OF LOCATION.
200 0 200 400 FEET
Directions to tocation: H R j

SCALE: 1" = 200°
FROM THE INTERSECTION OF GYPSUM & DILLAHUNTY

ROAD GO SOUTH ON, ON DILLAHUNTY GO SOUTH 1.2 NEARBURG PRODUC[NG Co.

MILES TO LEASE ROAD, CONTINUE 1.2 MILES

SOUTHERLY TO PROPOSED LEASE ROAD.
REF: COTTONWOOD 29-32 FEDERAL COM 3H / WELL PAD TOPQ

THE COTTONWOOD 29-32 FEDERAL COM 3H LOCATED 150" FROM

&sm THE NORTH LINE AND 1470' FROM THE EAST LINE OF
surveys P.0. Box 1786 %575; 383-7315 ~ Office SECTION 29, TOWNSHIP 26 SOUTH, RANGE 26 EAST,
focusad on sxcellance 1120 N. Wasi Counly Rd. (575) 392-2206 - Fox

in the oilfieid Hobbs, New Mexico 8824! basinsurveys,com N.M.P.M., EDDY COUNTY, NEW MEXICO.

W.0. Number: 31741 J Drown By: K. NORRES[ Date: 06-25-2015 l Survey Date: 06—11—2015T Sheet 1 of 1 Sheets
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SECTION 28, TOWNSHIP 26 SOUTH, RANGE 26 EAST, N.M.P.M,,

EDDY COUNTY, NEW MEXICO.
58818'17°€ =
1571.5 1 |

== - T —————— = —1

L
so02201 __"|
77.0

NBB15'439°E
1170.0

OWNER: U.S.A.
é’45'55[[: DAVID OR LAVERNE MALEY | ) l

LEGAL DESCRIPTION

A STRIP OF LAND 30.0 FEET WODE, LOCATED IN SECTION 28, TOWNSHIP 26 SOUTH, RANGE 26 EAST, NNM.P.M., EDDY
COUNTY, NEW MEXICO AND BEING 15.0 FEET LEFT AND RIGHT OF THE ABOVE PLATTED CENTERLINE SURVEY.

SECTION 28 = 1170.0 FEET = 70.91 RODS = 0.22 MILES = 0.81 ACRES

1000 0 1000 2000 FEET
. m— ]

NEARBURG PRODUCING CO.

REF: PROPOSED LEASE ROAD TO COTTONWOOD WELLS

%RY L. JONES "R ) No. 7977 A LEASE ROAD CROSSING USA LAND (N

o5 No. 5074
in SECTION 28, TOWNSHIP 26 SQUTH, RANGE 26 EAST,
sum P.0. Box 1786 (575) 393-73i6 - Qffice

focused on exceflance 1120 N. West Counly Rd. (575) 392-~2206 - Foax
in the oilfield Hobbs, New Mexico 88241 basinsurveys.com

N.M.P.M., EDDY COUNTY, NEW MEXICO.

W.O. Number: 31741 | Orown By: K. NORRIS| Dote: 06-11-2015 } Survey Date: 04—15-2015] Sheet 1 of 1 Sheets




SECTION 29, TOWNSHIP 26 SOUTH, RANGE 26 EAST, N.M.P.M.,

EDDY COUNTY, NEW MEXICO.
g NB538°27°€
N7938!’62‘.g 3925

gff Jo 54t sg959'51"F NBB15'49"E
4500 /9895

™~ 50022°01"E

Voo S861330"
578100'34" 5j - - ros 08 L Ussrreoe 77.0
1451.7 " nggv2:3ze | VL $7975°39"F 195.4
368.9 : 109.1

OWNER: U.S.A.
LESSEE: DAVID OR LAVERNE MALEY

LEGAL DESCRIPTION

A STRIP OF LAND 30.0 FEET WIDE, LOCATED IN SECTION 29, TOWNSHIP 26 SOUTH, RANGE 26 EAST, NM.P.M., EDDY
COUNTY. NEW MEXICO AND BEING 15.0 FEET LEFT AND RIGHT OF THE ABOVE PLATTED CENTERLINE SURVEY.

SECTION 29 = 3954.9 FEET = 239.69 RODS = 0.75 MILES = 2.72 ACRES

1000 0 1000 2000 FEET
H = i

NEARBURG PRODUCING CO.

REF: PROPOSED LEASE ROAD TO COTTONWOOD WELLS SECTION 29

A LEASE ROAD CROSSING USA LAND IN

SECTION 29, TOWNSHIP 26 SOUTH, RANGE 26 EAST,

s P.0, Hox 1786 {575) 393-7316 - Office
focusag on excelfonce 1120 N. West County Rd. ({575) 392-2206 - Fox N.M.P.M., EDDY COUNTY, NEW MEXICO.
in the gilfield Habbs, New Maxico 88241 basinsurveys.com

W.0. Number: 31741 | Drown By: K. NORR!S] Date: 09-28-2015 f Survey Date: 06-11—2015[ Sheet 1 of 1 Sheets




EXHIBIT B-2
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Section 29, Township 26 South, Range 26 East,

D 29-32 FEDERAL COM B‘H

Located 150" FNL and 1470 FEL

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

focused on axcellence
in_the oilfieid

P.O. Box 1736
1120 N. West County Rd,

Hobbs, New Mexico 88241

0’ 1000’ 2000" 3000° 400C"
SCALE; 1" = 2000
w.0. Number: KAN 3174]

(575) 383-73t16 - Office

Survey Date:

06-11-2015

(575) 392-2206 - Fax
basinsurveys.com

IPRODUCING CO.

YELLOW TINT - USA (AND
BLUE TINT — STATE LAND
NATURAL COLOR - FEE LAND

NEARBURG




EXHIBIT C-1
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Section 29, Township 26 South, Range 26 East,

COTTONWOOD 29-32 FEDERAL COM 3H
Located 150" FNL and 1470 FEL

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

. ';v'\‘

suweys (575) 393-7316 - Office || Survey Doter OB 1T -2075

focused on axcellence
in_the cilfield

Q 1 M 2 M Im 4 Ml
(= s e e——— 0 = )
P.0. Box 1786 SCALE: 1" = 2 MILES

1120 N, West County Rd. -
Hobbs, New Mexico 88241 || W-.0. Number; KAN 31741

{57S) 392-2206 ~ Fax YELLOW FINT - USA LAND
basinsurveys.com BLUE TINT ~ STATE LAND

NATURAL COLOR - FEE LAND

NEARBURG
IPRODUCING CO.
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COTTONWOOD 29 32 FEDERAL COM 3H
Located 150" FNL and 1470" FEL

Section 29, Township 26 South, Range 26 East,

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

_Wisin

surveys

focused on axcallance

in_the ailfiel

P.0. Box 1786

1120 N, Wast County Rd.
Hobbs, New Mexico 88241
(575) 393-7316 - Office
(575) 392-2206 - Fax
basinsurveys.com

NEARBURG

b 1000° 2000' 3000" 4000
SCALE: 1" = 2000

WO, Numper: KAN 31741

Survey Dote: 06-11-2015

IPRODUCING CO.

YELLOW TINT - USA LAND
BLUE TINT ~ STATE LAND
NATURAL COLOR - FEE LAND
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NEARBURG PRODUCING COMPANY
COTTONWOOD 29-32 FEDERAL COM #3H
SHL: 150’ FNL & 1470’ FEL, Unit B

Sec 29, T-268S, R-26E

BHL: 330’ FSL & 1980’ FEL, Lot 2 -

Sec 32, T26S, R26E

Eddy County, New Mexico



Geologic Formations

ATTACHMENT TO FORM 3160-3

Nearburg Producing Company OGRID #15742
COTTONWOOD 29-32 FEDERAL COM #3H

TVD of target

6,800

Pilot hole depth

N/A

MD at TD:

13,552

Deepest expected fresh water:

approx. 50’

Alluvium 0 Sand/Gravel
Fresh Water 50 Sand/Gravel
QOchoan/Permian 301 Anhydrite/Dolomite
Rustler Not Present
Top of Salt 1,001 2421 Salt

Del Mt Gp (Lamar Ls) 1,622 1,800 Lime
Ramsey Sd 1,672 1,750 Sand

Cherry Canyon 2422 1,000 Sand/Shale
Brushy Canyon 3,522 -100 Sand/Shale
Basal Brushy Canyon 4,647 -1,225 Sand/Shale
Bone Spring Lime 5122 -1,700 Lime/Shale
1.BS Sand 5,982 -2,560 Sand/Shale

2 BS Sand tbd - -3,060 Sand/Shale — O/GIW
Lateral TVD thd -3,378 Sand/Shale — O/G/W Assume 6800’ TVD for lat
TDMD tbd

2. Casing Program

e

Hole g[ICasing Intervali|iC

335126 4T ETOM 3| TR1 0. 22| A 9IZE 24 ¢

175" |0 420 13.375" . .
5.14 3.70 22.45

. . Actual Actual Actual
12.25" |0 l}ﬁU" 9.625" 36 J55 LTC 119 1.89/ 21
\uoo , 2.28 2.55 7.40

\ Actual Actual Actual

875" |0 13,572 | 5.5 17 P110 | LTC/ 1.56 1.6/ 2.63/
BTC 2.75 2.91 374

Actual Actual Actual

BLM Minimum | 1.125 1 1.6 Dry

Safety Factor 1.8 Wet

All casing strings will be tested in accordance with Onshore Ol and Gas Order #2 111.B.1.h



ATTACHMENT TO FORM 3160-3
Nearburg Producing Company OGRID #15742
COTTONWOOD 29-32 FEDERAL COM #3H

3. Cementm Program

Suf. ] 600 | 1361 175 | 9.8

Lead: Class C+2% bwoc CalcmmChlonde +
0.125 bwoc Cello Flake + 4% Gel + 81.4% FW

250 | 148 | 132 6.35

Tail: Class C + 2% bwoc CalciumChloride +
0.125 bwoc Cello Flake + 56.3% FW

Inter. 675 | 11.8 | 245

Lead: 50:50 Poz {Fly Ash): Class C + 10% bwoc
Bentonite + 0.125% bwoc Cello Flake + 5%
bwow NaCl + 0.3% bwoc FL-52 + 5% bwoc
LCM-1 +135.5% FW

370 | 148 | 133 6.33

11

Tail: Ctass C Neat

Prod. 500 | 1251 201 15

22

Lead: 65:35 Poz (Fly Ash). Class H + 5% bwog
FL-25 + 2% bwoc Benonite + 5% bwow NACL +
3% bwoc CD-32 + 0.2% bwoc R-3 + 0.5% bwoc
FL-32A + 102.5% FW

1500 | 142 1 1.28 6.54

10

1st Tail: 50:50 Poz (Fly Ash): Class H + .2% bwoc
R-3 +0.125 2% bwoc Cello Flake + 1% bow NaCl
+0.5% bwoc BA-10A + 4% bwoc MPA-5 + 58.3%
FW

DV Tool 5800

400 [ 114 | 289 16.7

25

2 stage Lead: Class C + 1% bwoc CaCl +
0.125% Cello Flake + 157.8% FW

100 | 138 | 1.37 6.97

7.5

2 stage Tail: 60/40 Poz (Fly Ash) Class C 1%
NaCl +0.2% R-3 + 0.125% Cello Flake + 0.5%
BA-10A + 4% bwoc MPA-5 + 83.2% FW

DV tool depth(s) will be adjusted based on hole conditions and cement volumes will be adjusted
proportionally. DV tool will be set 2 minimum of 50 feet below previous casing and @ minimum of 200
feet above current shoe. Lab reports with the 500 psi compressive strength time for the cement will be

onsite for review.
iCasifg:String iy a2 b 8 BITOC 85 e Y EXCESS IR
Surface 0 100%
Intermediate 0 0%
Production Surface if possible (50%,)

KOP 6,322’

W




ATTACHMENT TO FORM 3160-3
Nearburg Producing Company OGRID #15742
COTTONWOOD 29-32 FEDERAL COM #3H

4. Pressure Control Equipment

A. Blowout Preventor (BOP) - Exhlblt F-1

i ¢ SBOP S @Size 28 saMin,
mstalled and "y i
:tested beforef—i
. drilling’>.
~wh|ch hole?: |: 55 &. ~o ~ s
Annular X 50% of worklng pressure
Blind Ram X
12-1/4" 13-5/8" 5M Pipe Ram X M
Double Ram
Other* |
Annular X 50% testing pressure
Blind Ram X
8-314" 11" 5M Pipe Ram 5
Double Ram
Other* |

BOP/BOPE will be tested by an independent service company to 250 psi low and the high pressure
indicated above per Onshore Order 2 requirements. The System may be upgraded to a higher
pressure but stili tested to the working pressure listed in the table above. If the system is upgraded
all the components installed will be functional and tested. Pipe rams will be operationally checked
each 24 hour period. Blind rams will be operationally checked on each trip out of the hole. These
checks will be noted on the daily tour sheets. Other accessories to the BOP equipment will include a
Kelly cock and floor safety valve (inside BOP) and choke lines and choke manifold.

B. Choke Manifold — Exhibit F-2
All choke lines will be straight lines unless turns use tee blocks or are targeted with running tees, and

will be anchored to prevent whip and reduce vibration. Choke manifold equipment configuration will
be as indicated on the example diagram shown in Exhibit F-2. All valves (except chokes) in the kil
line choke manifold and choke line are a type that does not restrict the flow (full opening) and allows
a straight through flow. Pressure gauges in the well control system are a type designed for drilling
fluid service. The 5K system accumulator has sufficient capacity to close all BOP's and retain 200 psi
above precharge using nitrogen bottles that meet manufacturer's specifications. A precharge
pressure test will be conducted prior to connecting the closing unit to the BOP stack. The accumuiator
pressure will be adjusted. with nitrogen gas to be within the operating limits as shown Pressure
Operating Precharge Pressure rating.

--—,mr«ﬁ“ﬂﬁ ET R R

{s‘* ressute; ‘Rating:ij

~:Prec har e‘P“WI
B 2Minimumess

700

900

900




5.

ATTACHMENT TO FORM 3160-3
Nearburg Producing Company OGRID #15742
COTTONWOOD 29-32 FEDERAL COM #3H

Power for the closing unit pumps will be available to the unit at all times so that the pumps will automatically .
start when the closing valve manifold pressure has decreased to the pre-set level. The BOP closing unit
will be equipped with sufficient number and sizes of pumps so that, with the accumulator system isolated
from service, the pumps will be capable of opening the hydraulically-operated gate valve pius closing the
annular preventer on the smallest size drill pipe to be used within 2 minutes, and obtain a minimum of 200
psi above specified accumulator precharge pressure. A manual locking device (i.e., hand wheels}) or
automatic locking devices will be installed. A valve is installed in the closing line as close as possible to
the annular preventer to act as a locking device. This valve will be maintained in the open position and
will be closed only when the power source for the accumulator system is inoperative.

Mud Program
R Depthy

0 420' FW/Gel 84-8.8 N/C
420' | 1780 Brine 10.0-10.2 N/C
1706 | 5000’ Cut Brine 9-95 N/C

13552 Cut Brine 9-9.5 N/C

1

\ Uﬁ) 5000

Sufficient mud materials to maintain mud properties and meet minimum lost circulation and weight
increase requirements will be kept on location at all times. PVT/Pason/Visual Monitoring will be used to
monitor the loss or gain of fluid.

in and Testing Procedures
foggingyCoring and:Testing™ ] R

GR Neutron correlation log prior to buﬂdmg the curve

X | Possible Rotary Sidewall Cores

Drilling Conditions
Bottom Hole pressure at deepest TVD: 3400 psi. No abnormal temperature is anticipated. Mitigation
measure for abnormal conditions: Lost circulation material/sweeps/mud scavengers.

Hydrogen Sulfide (H2S) monitors will be installed prior to drilling out the surface shoe. If H2S is
detected in concentrations greater than 100 ppm, the operator will comply with the provisions of -
Onshore Oil and Gas Order #6. If Hydrogen Sulfide is encountered, measured values and formations
will be provided to the BLM. Please see attached H2S Plan.

Attachments

_X_-Directional Plan

_X_ BOP Diagram (Exhibit F-1)

_X_ Choke Manifold Diagram (Exhibit F-2)
_X_ H2SPlan
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Wellplanning
Planning Report

—

Well #3H .
WELL @ 3440 .Qusft (Originat Welt Elev)

WELL @ 3440.0usft (Original Well Elev)

Grid - . 7 - (R
Minimum Curvature

EDM 5000.1 Single User. Db
Nearburg Producing Co.
Eddy County, NM

Cottanwood 29-32 Federal Com

“{‘ Eddy County, NM - . ) - : ;

G [
lPro;t_e'ét 1:‘;_1 ; By
Map System: US State Plane 1983 System Datum: Mean Sea Level
Geo Datum: North American Datum 1983
Map Zone: New Mexico Eastern Zane
site, " - 4. f Cottonwood 29.32 Federal Com ‘ ‘ =
Site Position: Northing: 371,049.00 usft  Latitude: ' 32° 112335 N
From: Map Easting: 545,483.70 usft  Longitude: 104° 19' 11.838 W
Position Uncertainty: 3.0 usft Slot Radius: 13-3/16 " Grid Convergence: 0.01°
1 HeH . B
Well Position +N/-S -0.6 usft Northing: 371,048.40 usft Latitude: 32°1'"12.325N
*EI-W 2,723.0 usit Easting: 548,206,70 usht Longitude: 104° 18°40.208 W
Position Uncertainty 3.0 usft Welthead Elevation: Ground Level: 3,422.0 usft
‘Wellbore™ -~ * 1 OH - :
T o BIPTTTT e P ey
,!ﬂagnetlcs lp Angle ot = Pt
- ‘ (")
fr‘ﬁ}s '. I PR s
IGRF2010 9/3/2015 58.77
?bé's?é; [ “M"“g"fﬁlDesign #1 g g " -
Audit Notes:
Version; Phase: PLAN Tie On Depth: 0.0

PRI

Lo
A% ¥e s

7 .;:. ;.«T.argev

Y

'Demh Wl .|nclmat|on

‘&«.-

7
0.0 0.00 3
1,650 0 k . 0.00 0.00 0.00
2,040.5 311.10 2,039.3 17.5 2.00 0.00 311.10
6,218.8 311.10 6,178.8 390.7 0.00 0.00 0.00
7.170.4 179.70 6,800.0 -180.3 8.64 -13.81 -131.13 PP(CW29-32#3H)
13,8313 179.70 6,800.0 -6,941.2 .00 0.00 0.00 PBHL{CW29-32#3H)

9/18/2015 10:35:05AM Page 2 COMPASS 5000.1 Build 65



Wellplanning
Planning Report

. ot e eyt

™ TEDM 5000.1 Single User Db
Nearburg Producing Co.
Eddy County, NM
' Cottonwood 29-32 Federal Com
24 #3H

%,:4 OH

T
Local Co-‘;rdlnate Referénce:. -4

-TVD Reference [T

EO

LSRN

Well #3H

WELL @ 3440.0usft (Original Wetl Elev)

Grid

Minimum Curvature

- WELL @ 3440.0usft (Original Well Elev)

Design #1

CeH00usR) Ty W
s T bl

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00

0.00
1,000.0 0.00 0.00 1,000.0 0.0 0.0 0.0 0.00 0.00 0.00
1,100.0 0.00 0.00 1,100.0 0.0 0.0 0.0 0.00 0.00 0.00
1,200.0 0.00 0.00 1,200.0 0.0 0.0 0.0 0.00 0.00 0.00
1,300.0 0.00 0.00 1,300.0 0.0 0.0 0.0 0.00 0.00 0.00
1,400.0 0.00 0.00 1.400.0 0.0 0.0 0.0 0.00 0.00 0.00
1,500.0 0.00 0.00 1,500.0 0.0 0.0 0.0 0.00 0.00 0.00
1,600.0 0.00 0.00 1,600.0 0.0 0.0 0.0 0.00 0.00 0.00
1,650.0 0.00 0.00 1,650.0 0.0 0.0 0.0 0.00 0.00 0.00

Start Build 2.00 . . '
1,700.0 1.00 311.10 1,700.0 0.3 03 0.3 2.00 2.00 0.00
1,800.0 3.00 311.10 1,799.9 26 -3.0 24 2.00 2.00 0.00
1,900.0 5.00 311.10 1,899.7 7.2 8.2 6.6 2.00 2.00 0.00
2,000.0 7.00 311.10 1,999.1 14.0 -16.1 129 2.00 2.00 0.00
2,040 5 7.81 311.10 2,039.3 17.5 -20.0 -16.1 2.00 2.00 0.00
Start 4178.3 hold at 2040.5 MD

2,100.0 7.81 311.10 2,098.2 2238 -26.1 210 0.00 0.00 0.00
2,200.0 7.81 311.10 2,197.3 31.7 -36.4 -29.2 0.00 0.00 0.00
2,300.0 7.81 311.10 2,296.4 408 -46.6 -37.4 0.00 0.00 0.00
2,400.0 7.81 311,10 2,395.5 49.6 -56.8 -45.6 0.00 0.00 0.00
2,500.0 7.81 311.10 2,494.5 58.5 -67.1 -53.8 0.00 0.00 0.00
2,600.0 7.81 311.10 2,593.6 67.4 773 -62.0 0.00 0.00 0.00
2,700.0 7.81 311.10 2,692.7 76.4 -87.6 -70.2 0.00 0.00 0.00
2,800.0 7.81 311.10 27917 85.3 -97.8 -78.5 0.00 0.00 0.00
2,900.0 7.81 311.10 2,890.8 94.2 -108.0 -86.7 0.00 0.00 0.00
3,000.0 7.81 311.10 2,989.9 103.2 -118.3 94.9 0.00 0.00 0.00
3,100.0 7.81 311.10 3,089.0 1121 -128.5 -103.1 0.00 0.00 0.00
3,200.0 7.81 311.10 3,188.0 121.0 -138.8 1113 0.00 0.00 0.00
3,300.0 7.81 31110 3,287.1 130.0 -149.0 -119.5 0.00 0.00 0.00
3,400.0 7.81 311.10 3.386.2 138.9 -159.2 -127.7 0.00 0.00 0.00
3.500.0 7.81 311.10 3,485.3 147.8 -169.5 -136.0 0.00 0.00 0.00
3,600.0. 7.81 311,10 3,584.3 156.8 1797 -144.2 0.00 - 0.00 0.00
3,700.0 7.81 311.10 3.683.4 165.7 -190.0 -152.4 0.00 0.00 0.00
3,800.0 7.81 311.10 3,782.5 174.6 -200.2 -160.6 0.00 0.00 0.00
3,900.0 7.81 311.10 3,881.5 1836 -210.4 -168.8 0.00 0.00 0.00
4,000.0 7.81 311.10 3,980.6 192.5 -220.7 -177.0 0.00 0.00 0.00
4,100.0 7.81 311,10 4,079.7 201.4 -230.9 -185.2 0.00 0.00 0.00
4,200.0 7.81 311.10 4,178.8 2104 -241.2 -193.5 0.00 0.00 0.00
4,300.0 7.81 311.10 4277.8 219.3 2514 -201.7 0.00 0.00 0.00
4,400.0 781 311.10 4,376.9 228.2 -261.8 -209.9 0.00 0.00 0.00
4,500.0 7.81 311.10 4,476.0 2371 -271.9 -218.1 0.00 0.00 0.00
4,600.0 7.8 31310 4,575.4 246.1 -282. -226.3 0.00 0.00 0.00
4,700.0 7.81 311.10 4,674,1 255.0 -292.4 -234.5 0.00 0.00 0.00
4,800.0 7.81 311.10 4773.2 263.9 -302.6 -2427 0.00 0.00 0.00
4,900.0 7.81 311.10 74,8723 272.9 23128 -251.0 0.00 0.00 0.00

9/18/2015 10:35:05AM
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Wellptanning
Planning Report

*_’j EDM 5000 1 Single User Db s‘-"m}‘Lot:.al Co-ordmate Refere " '_ Well #3H
* | Nearburg Producing Co. lTVl:) Reference 5 WELL @ 3440.0usft {Original Well Elev)
i Eddy County, NM . fMD Reference ; %, WELL @ 3440.0usft (Original Well Elev)
Cottonwood 29-32 Federal Com, gﬂom-. Reference 1 Grd ’ > -

Minimum Curvature

| R
Wel!bore

Desngn. Tty
Pl}anrged §urvey = N
't Azimit

L : .k AzZimuth’,,

I R R
5,000.0
5,100.0
5,200.0
5,300.0
5,400.0
5,500.0
5,600.0
5,700.0
5,800.0 7.81 311.10 5,763.9 353.3
5,900.0 7.81 311.10 5,863.0 362.2
60000 ° 7.81 311.10 5,962.1 371.1
6,100.0 7.81 311.10 6,061.1 380.1
6,200.0 7.81 311.10 6,160.2 389.0
6,218.8 7.81 311.10 6.178.8 390.7

KOP - 6218.8 'MD, 7.81° INC, 311.10° AZI i . o
6,250.0 622 288.85 6,209.8 3926 -451.1 -361.0 10.00 -511 7131
6,300.0 6.58 242.86 6,259.5 392.2 -456.2 -360.2 10.00 0.72 -91.98
6,350.0 .80 215.88 6,309.0 387.4 4613 -355.1 10.00 6.62 -53.95
6,400.0 14.21 20367 6,357.9 378.3 -486.2 -345.7 10.00 8.65 -24.43
6,450.0 18.87 197.22 6,405.8 364.9 4711 -332.0 10.00 9.32 -12.90
6,500.0 23.66 193.28 6.452.4 3474 -475.8 -314.2 10.00 9.59 -7.88
6,550.0 2853 190.61 5,497.3 325.9 -480.3 -292.5 10.00 972 -5.33
6,600.0 33.43 188.67 6,540.2 300.5 -484.6 -266.9 10.00 9.80 -3.89
6,650.0 38.35 187.17 6,580.7 271.5 -488.6 -237.6 10.00 9.85 -2.99
6,700.0 4329 185.97 6,618.5 239.1 -492.3 -205.0 10.00 9.88 -2.40
6,750.0 48.24 184.97 6,653.4 203.4 -495.7 -169.2 10.00 9.90 -2.00
6,800.0 53.19 184.12 6,685.0 164.9 -498.8 -130.5 10.00 9.91 171
6,850 0 58.15 183.36 6713.2 1237 -501.5 -89.2 10.00 9.92 -1.50
6,900.0 63.12 182.69 6.737.7 80.2 -503.8 457 10.00 9.93 -1.35
6,950.0 68.09 182.07 6,758.4 34.7 -505.6 0.2 10.00 9.94 -1.24
7,000.0 73.06 181.50 6,775.0 -12.4 -507.1 46.9 10.00 9.94 -1.15
7,050.0 78.03 180.95 6,787.5 -60.8 -508.1 95.3 10.00 9.94 -1.09
7,100.0 83.00 180.42 86,7957 -110.1 -508.7 1445 10 00 9.95 -1.05
7.150.0 87.98 179.91 6,799.6 -160.0 -508.9 194.2 10.00 9.95 -1.03
71704 90.00 179.70 6,800.0 -180.3 -508.8 2145 10.00 9.95 -1.02
EOC- 7170.4 'MD, 90.00° ING, 179.70° AZI - PP{CW28-3243H;

7.200.0 $0.00 179.70 6,800.0 -200.9 -508.6 2441 0.00 0.00 0.00
7,300.0 90.00 179.70 6,800.0 -309.9 -508.1 343.8 0.00 0.00 0.00
7.400.0 90.00 179.70 6,800.0 -409.9 -507.6 4435 0.00 0.00 0.00
7,500.0 90.00 179.70 6,800.0 -509.9 -507.1 543.3 0.00 0.00 0.00
7,600.0 90.00 179.70 6,800.0 -609.9 -506.6 §43.0 0.00 0.00 0.00
7,700.0 90.00 179.70 6,800.0 -709.9 -506.0 742.7 0.00 0.00 0.00
7.800.0 90.00 179.70 6,800.0 -809.9 -505.5 8425 0.00 0.00 0.00
7.900.0 90.00 179.70 6,800.0 -909.9 -505.0 9422 0.00 0.00 0.00
8,000.0 90.00 179.70 6,800.0 -1,009.9 -504.5 1,041.9 0.00 0.00 0.00
8,100.0 90.00 179.70 6,800.0 -1,109.9 -503.9 11417 0.00 0.00 0.00
8,200.0 90.00 179.70 6.800.0 -1,209.9 -503.4 1,241.4 0.00 0.00 0.00
8,300.0 90.00 179.70 6,800.0 -1,309.9 -502.9 1,341.1 0.00 0.00 0.00
8,400.0 90.00 179.70 6,800.0 -1,409.9 -502.4 1,440.9 0.00 0.00 0.00
8,500.0 90.00 179.70 6,800.0 -1,509.9 -501.9 1,540.6 0.00 0.00 0.00
8,600.0 90.00 179.70 6,800.0 -1,609.9 -501.3 1,640.3 0.00 0.00 0.00
8,700.0 90.00 179.70 6,800.0 -1,709.8 -500.8 1,740.0 0.00 .00 0.00
8,800.0 90 00 179.70 6,800.0 -1,809.9 -500.3 1,839 8 0.00 0.00 0.00
8,900.0 50.00 179.70 6,800.0 -1,808.9 -499.8 1,939.5 0.00 0.00 0.00

9/18/2015 10:35:05AM Page 4 COMPASS 5000.1 Build 65



Wellplanning
Planning Report

EbM 5000.1 Single User Db

Nearburg Producing Ca.

Eddy County, NM

#3H

‘T OH

't Cottonwood 29-32.Federal Com

Well #3H

-+ WELL @ 3440:0usft (Original Well Elev)

WELL @ 3440.0usft (Original Well Elev)

Grid

£1 Minimum Curvature

Design #1

jF e ft ) (100ds) A
9.000.0 179.70 £,800.0 2,009.9 4992 2,039.2 .00 0.00
9,100.0 179.70 6.800.0 -2,109.9 -498.7 2,139.0 0.00 0.00 0.00
9,200.0 179.70 6.800.0 -2,209.9 498.2 2,238.7 0.00 0.00 0.00
9,300.0 179.70 6.800.0 -2,309.9 -497.7 2,338.4 0.00 0.00 0.00
9,400.0 179.70 £.800.0 -2,409.9 497.2 2,438.2 0.00 0.00 0.00
$,500.0 179.70 6,800.0 -2,509.9 -496.6 2,537.9 0.00 0.00 0.00
9,600.0 179.70 6.800.0 -2,609.9 496.1 2,637.6 0.00 0.00 0.00
9.700.0 179.70 6,800.0 -2,709.9 4956 2.737.4 0.00 0.00 0.00
9,800.0 179.70 8,800.0 -2,809.9 -495.1 2.837.1 0.00 0.00 0.00
. 9.900.0 179.70 6,800.0 -2,909.9 4945 2,936.8 0.00 0.00 0.00
10,000.0 179.70 6,800.0 -3,000.9 494.0 3,036.6 0.00 0.00 0.00
10,1000 179.70 6,800.0 -3,109.9 4935 3.136.3 .00 0.00 0.00
10,200.0 179.70 6,800.0 -3,209.9 -493.0 3,236.0 0.00 0.00 0.00
10,300.0 179.70 5,800.0 -3,309.9 -492,5 3,335.7 0.00 0.00 0.00
10,400.0 179.70 6,800.0 -3,409.9 4919 34355 0.00 0.00 0.00
10,500.0 179.70 6.800.0 -3,509.9 491.4 3,535.2 0.00 0.00 0.00
10,600.0 179.70 6,800.0 38009 -490.9 3,634.9 0.00 0.00 0.00
10,700.0 179.70 6,800.0 -3,709.9 490.4 3,734.7 0.00 0.00 0.00
10,800.0 179.70 6,800.0 -3,809.9 -489.8 3,834.4 0.00 0.00 0.00
10,800.0 179.70 6,800.0 -3,909.9 -489.3 3,934.1 0.00 0.00 0.00
11,000.0 179.70 6,800.0 -4,009.9 -488.8 4,033.9 0.00 0.00 0.00
11,100.0 179.70 6,800.0 -4,109.9 -488.3 4,133.6 0.00 0.00 0.00
11,200.0 179.70 6,800.0 -4,208.9 487.8 4,233.3 0.00 0.00 0.00
11,300.0 17870 $.800.0 -4,309.9 487.2 43331 0.00 9.00 0.00
11,400.0 179.70 5,800.0 -4,409.9 -486.7 443238 0.00 0.00 0.00
11,500.0 179.70 6,800.0 -4.509.9 -486.2 45325 0.00 0.00 0.00
11,600.0 179.70 6,800.0 -4,609.9 -485.7 4,632.3 0.00 0.00 0.00
14,700.0 179.70 6,800.0 -4,708.9 -485.2 4732.0 0.00 0.00 0.00
11,800.0 179.70 6.,800.0 -4,809.9 4846 48317 0.00 0.00 0.00
11,900.0 179.70 6.800.0 -4,909.9 484.1 4,931.4 0.00 0.00 000
12,000.0 179.70 6.800.0 -5,009.9 -483.6 5,031.2 0.00 0.00 0.00
12,100.0 179.70 6,800.0 -5,100.9 -483.1 5,130.9 0.00 0.00 0.00
12,200.0 179.70 6.800.0 -5,209.9 -482.5 52306 + 0.00 0.00 0.00
12,300.0 179,70 6,800.0 -5,309.9 482.0 5,330.4 0.00 0.00 0.00
12,400.0 179.70 6.800.0 -5,409.9 -481.5 5,430.1 0.00 0.00 0.00
12.500.0 179.70 6.800.0 -5,509.9 -481.0 5.529.8 0.00 0.00 0.00
12,600.0 179.70 6,800.0 -5,609.9 -480.5 5629.6 000 0.00 0.00
12,700.0 179.70 6.800.0 -5,709.9 -479.9 5729.3 0.00 0.00 0.00.
12,800.0 179.70 6.800.0 -5,809.9 479.4 5.820.0 0.00 0.00 0.00
12,900.0 179.70 6.800.0 -5,909.9 -478.9 5.928.8 0.00 0.00 0.00
13,000.0 179.70 6.800.0 -6,009.9 -478.4 6.028.5 0.00 0.00 0.00
13,100.0 179.70 6.,800.0 -6,109.9 4778 6.128.2 0.00 0.00 0.00
13,200.0 179.70 6,800.0 -6.209.9 -477.3 6.228.0 0.00 0.00 0.00
13,300.0 179.70 6,800.0 -6,309.9 476.8 6,327.7 0.00 0.00 0.00
13,400.0 179.70 6,800.0 -6,400.9 -476.3 6,427.4 0.00 0.00 0.00
13,500.0 179.70 5,800.0 -6,509.9 -475.8 6,527.1 0.00 0.00 0.00
13,600.0 179.70 8.800.0 66099 4752 6.626.9 0.00 8.00 9.00
13,700.0 179.70 6,800.0 -6,709.9 -474.7 6.726.6 0.00 0.00 0.00
13,800.0 179.70 6,800.0 -6,809.9 4742 6.826.3 0.00 0.00 0.00
13,900.0 179.70 6,800.0 -6,909.9 473.7 5,926.1 0.00 0.00 0.00
13,931.3 179.70 5,800.0 -6,941.2 -473.5 6,957.3 0.00 0.00 0.00
TD at 13931.3 - PBHL{CW29-3243H) .

9/18/2015 10:35:05AM

Page 5
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Wellplanning
Pianning Report

TR

‘Local Co-or i nate Reference ‘:' Well #3H
TVD Reference ;_‘ ;j . 7 | WELL @ 3440.0usft (Original Well Elev)
MD Reference et BT --[ WELL @ 3440.0usft (Original Well Elev)

‘North Reference:— - Grid
Survey Calculatl n Method' F e Minimum Curvature

.

t ,*xw‘" .‘
," oo, ."‘i&" o

‘] EDM 5000.1 Single User Db
§ Nearburg Froducing Co.

Eddy County, NM

Cottonwood 29-32 Federal Com

D

Desu_;n Targats

Target Name,

-6,9412 -473.5 364,107 .20 547,733.20 32°0'3633N 104° 18'45.724 W

PBHL(CW29-32#3H) 0.00 000  6,800.0
- plan hits target center
- Point

PP{CW29-32#3H) 0.00 0.00 6,800.0
- plan hits target center .
- Point

-180.3 -508.8 370,868.10 547,697.90 32°1'10.541 N 104° 18'46.119 W

ep .
(usn).,‘e;g.' ~;¢(usﬁ), .- y%_ ,, (usﬂ)

1,650.0

1,650.0

Start Build 2.00
Start 4178.3 hold at 2040.5 MO

9/18/2015 10:35:05AM

2,040.5 2,038.3 17.5 .
6,218.8 6,178.8 3807 -447.9 KOP -6218.8 'MD, 7.81° INC, 311.10° AZi
7.170.4 6,800.0 -180.3 -508.8 EQC- 7170.4 'MD, 20.00° INC, 179.70° AZI
13,931.3 6,800.0 -6,941.2 -473.5 TD at 13931.3
Page 6 COMPASS 5000.1 Build 65
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Exhibit G — Rig Diagram
Cottonwood 29-32 Federal Com #3H
Nearburg Producing Company
SHL 150 FNL & 1470 FEL, 29-265-26E
BHL 330 FSL & 1980 FEL, 32-26S-26E
Eddy County, NM




NEARBURG PRODUCING COMPANY
COTTONWOOD 29-32 FEDERAL COM #3H

Hydfogen Sulfide Drilling Plan Summary
(attach to detailed H2S Plan)

A. All personnel shall receive proper H2S training according to Onshore Order I11.C.3.a.
B. Briefing Area: two perpendicular areas will be designated by signs and readily accessible.
C. Required Emergency Equipment:

Well control equipment

a. Flare line 150° from wellhead to be ignited by flare gun

b. Choke manifold with a remotely-operated choke

¢. Mud/gas separator

Protective equipment for essential personnel

Breathing Apparatus:

a. Rescue Packs (SCBA): One unit placed at each breathing area; two units stored in the
safety trailer.

b. Work/Escape packs: Four packs stored on the rig floor with sufficient air hose not to
restrict work activity.

¢. Emergency Escape Packs: Four packs stored in the doghouse for emergency evacuation.

Auxiliary Rescue Equipment:

a. Stretcher

b. Two OSHA full body harnesses

c. 100’ of 5/8” OSHA-approved rope

d. 1-20# Class ABC fire extinguisher

H2S Detection and Monitoring Equipment:

The stationary detector with three sensors will be placed in the upper dog house if equipped,

set to visually alarm at 10 ppm and audible at 15 ppm. Calibrate a minimum of every 30 days

or as needed. Sensors will be placed in the following places: Rig floor; Bell nipple; End of

flow line or where well bore fluid is being discharged. (Gas sample tubes will be stored in the

safety tratler)

Visual warning systems.

a. One color-code condition sign placed at site entrance reflecting possible conditions at the
site.

b. A colored condition flag on display, reflecting the current condition at the site.

¢. Two wind socks placed in strategic locations, visible from all angles.

Mud program:

The mud program has been designed to minimize the volume of H2S circulated to surface.

The operator will have the necessary mud products to minimize hazards while drilling in H2S

bearing zones.

Metallurgy:

a. Al drill strings, casings, tubing, wellhead, blowout preventer, drilling spool, kil lines,
choke manifold and lines, and valves shall be suitable for H2S service.

b. All elastomers used for packing and seals shall be H2S trim.

Communication:

Communication will be via cell phones and land lines.



NEARBURG PRODUCING COMPANY

HYDROGEN SULFIDE (H2S) CONTINGENCY PLAN
FOR DRILLING / COMPLETING / WORKOVER / FACILITY
WITH THE EXPECTATION OF H2S IN EXCESS OF 100 PPM

NEARBURG PRODUCING COMPANY
NEW DRILL WELL:

COTTONWOOD 29-32 FEDERAL COM #3H
SHL: 150’ FNL and 1470’ FEL, Unit B
Sec 29, T26S, R26E
BHL: 330’ FSL and 1980’ FEL, Lot 2
Sec 32, T26S, R26E
Eddy County, New Mexico

This well/facility is not expected to have H2S, but the following is submitted as requested.
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GENERAL H2S EMERGENCY ACTIONS

In the event of any evidence of H2S emergency, the following plan will be initiated:

1. All personnel will immediately evacuate to an upwind and if possible uphill
“safe area.”
2. If for any reason a person must enter the hazardous area, they must wear a SCBA

(self-contained breathing apparatus).

3. Always use the “buddy system.”

4. [solate the well/problem if possible.

5. Account for all personnel. )

6. Display the proper colors warning all unsuspecting personnel of the danger at
hand. )

7. Contact the company representative as soon as possible if not at the location (use

the enclosed call list as instructed).

At this point the company representative will evaluate the situation and coordinate the necessary
duties to bring the situation under control, and if necessary, the notification of emergency
response agencies and residents.

EMERGENCY PROCEDURES FOR
AN UNCONTROLLABLE RELEASE OF H2S

All personnel will don the self-contained breathing apparatus.

Remove all personnel to the “safe area” (always use the “buddy system™).
Contact company representative if not on location.

Set in motion the steps to protect and/or remove the general public to any
upwind “safe area.” Maintain strict security and safety procedures while dealing
with the source.

5. No entry to any unauthorized personnel.

6. Notify the appropriate agencies: City Police - City streets

State Police - State Roads

County Sheriff - County Roads

-

7. Call the NMOCD.

If at this time the supervising person dctermines the release of H2S cannot be contained to the
site location and the general public is in harm’s way, he will immediately notify public safety
personnel.

EMERGENCY CALL LIST
Office Cell
Matt Lee (575) 746-0422 (575) 365-6662 Drilling/Operations Manager
Michael Griffin (214) 561-2122 (832) 465-5822 Chief Technical Officer

NPC Office-Midland (432) 686-8235



EMERGENCY RESPONSE NUMBERS
Eddy County, New Mexico

State Police — Carlsbad 575-885-3137
City Police — Carlsbad 575-885-2111
State & City Police - Artesia 575-746-2703
Eddy County Sheriff - Carlsbad 575-887-7551
Fire Department — Carlsbad 575-887-3798
Fire Department — Artesia 575-746-2701
Local Emergency Planning — Carlsbad 575-887-6544
Local Emergency Planning — Artesia 575-746-2122
New Mexico Oil Conservation Division - Carlsbad 575-748-1283
Randy Dade — OCD District Supervisor-Carlsbad 575-626-1372 (cell)
Bureau of Land Management - Carlsbad 575-234-5972
- State Emergency Response Center (SERC) — Santa Fe 505-476-9600
24 hour 505-827-9126
NM State Emergency Operations Center 505-476-9635
National Emergency Response Center (Washington DC) 800-424-8802
Other:
Boots & Coots IWC 800-256-9688 or 281-934-8884
Cudd Pressure Control 432-699-0139 or 432-563-3356
Halliburton' 575-746-2757
BJ Services 575-746-3569
Flight for Life -~ 4000 24" St, Lubbock, Texas 806-743-9911
Aerocare — R3, Box 49F, Lubbock, Texas 806-747-8923
Med Flight Air Ambulance — 2301 Yale Blvd., Albug, NM 505-842-4433
SB Aid Med Serv - 2505 Clark Carr Loop SE, Albuq, NM 505-842-4949

¢
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PROTECTION OF THE GENERAL (ROE) RADIUS OF EXPOSURE

[n the event greater than 100 ppm H2S is present, the ROE calculations will be done to
determine if the following conditions exist and whether the Plan must be activated:

* 100 ppm at any public area (any place not associated with this site)
* 500 ppm at any public road (any road which the general public may travel).

* 100 ppm radius of 3000° will be assumed if there is insufficient data to do the
calculations, and there is a reasonable expectation that H2S could be present in
concentrations greater than 100 ppm in the gas mixture.

Calculation for the 100 ppm ROE: (H2S concentrations in decimal form)

ROE = [(1.589)(H2S concentration)(Q)] (*0.6258) 10,000 ppm + = .01
1,000 ppm + = .001
Calculation for the 500 ppm ROE: 100 ppm + = .0001
10 ppm + = .00001
ROE = [(0.4546)(H2S concentration)(Q)] (*0.6258)

EXAMPLE: If a well/facility has been determined to have 650 ppm H2S in the gas mixture and
the well/facility is producing at a gas rate of 200 MCFD then:

ROE for 100 ppm  ROE=[(1.589)}.00065)(200,000)] ~0.6258
ROE=28.1"
ROE for 500 ppm  ROE=[{.4546)(.00065)(200,000)] ~0.6258
ROE=12.%8’
These calculations will be forwarded to the appropriate NMOCD district office when applicable.

PUBLIC EVACUATION PLAN

When the supervisor has determined that the general public will be involved, the followmg plan
will be implemented.

1. Notification of the emergency response agencies of the hazardous condition and
implement evacuation procedures.
2. A trained person in H2S safety shall monitor with detection equipment the H2S

concentration, wind and area of exposure. This person will determine the outer
perimeter of the hazardous area. The extent of the evacuation area will be
determined from the data being coliected. Monitoring shall continue until the
situation has been resolved. All monitoring equipment shall be UL approved for
use in Class [ Groups A, B, C & D, Division I hazardous locations. All monitors
will have a minimum capability of measuring H2S, oxygen, and flammable

valucs.

3. Law enforcement shall be notified to set up necessary barriers and maintain such
for the duration of the situation as well as aid in the evacuation procedure.

4. The company representative shall stay in communication with all agencies

throughout the duration of the situation and inform such agencies when the
situation has been contained and the affected area is safe to enter.

5



. PROCEDURE FOR IGNITING AN UNCONTROLLABLE CONDITION

The decision to ignite a well should be a last resort with one, if not both, of the following
conditions:

L Human life and/or property are endangered.
2. There is no hope of bringing the situation under control with the prevailing
conditions at the site. ‘

Instructions for Igniting the Well:
l. Two people are required. They must be equipped with positive pressure, self-

contained breathing apparatus and “D”-ring style, full body, OSHA approved safety
harness. Non-flammable rope will be attached.

2. One of the people will be a qualified safety person who will test the atmosphere for H2S,
oxygen and LFL. The other person will be the designated company representative.
3. Ignite upwind from a distance no closer than necessary. Make sure that the ignition

site has the maximum escape avenue available. A 25mm flare gun with a range of
approximately +/- 500 feet shall be used to ignite the gas.

4, Before igniting, check for the presence of combustible gases.

5. After igniting, continue emergency actions and procedures as before.

REQUIRED EMERGENCY EQUIPMENT

. Breathing Apparatus
e Rescue Packs (SCBA) — 1 unit shall be placed at each breathing area, 2 shall be stored in
the safety trailer.
o Work / Escape Packs — 4 packs shall be stored on the rig floor with sufficient air hose not
to restrict work activity.
e Emergency Escape Packs — 4 packs shall be stored in the doghouse for emergency
evacuation.

[y

2. Signage and Flagging
e One Color Code Condition Sign will be placed at the entrance to the site reflecting the
possible conditions at the site.
e A Colored Condition flag wili be on display reflecting the condition at the site at that time.

3. Briefing Area
e Two perpendicular areas will be designated by signs and readily accessible.

4. Windsocks
e Two windsocks will be placed in strategic locations, visible from all angles.

5. H2S Detectors and Alarms
e The stationary detector with three (3) sensors will be placed in the upper dog house if
equipped, set to visually alarm @ 10 ppm and audible alarm @ 15 ppm. Calibrate a



minimum of every 30 days or as needed. The three sensors will be placed in the following
places: (Gas sample tubes will be stored in the safety trailer):

o Rig Floor

o Bell Nipple

o End of flow line or where well bore fluid is being discharged

6. Auxiliary Rescue Equipment

~N Oy B W

Stretcher

Two OSHA full body hamesses

100° of 5/8” OSHA approved rope

One 20 1b. Class ABC fire extinguisher

Communication via cell phones on location and vehicles on location

USING SELF-CONTAINED BREATHING AIR EQUIPMENT (SCBA)

. SCBA should be worn when any of the following are performed:

Working near the top or on top of a tank

Disconnecting any line where H2S can reasonably be expected.
Sampling air in the area to determine if toxic concentrations of H2S exist.
Working in areas where over 10 ppm of H2S has been detected.

At any time there is a doubt of the level of H2S in the area.

. All personnel shall be trained in the use of SCBA prior to working in a potentially

hazardous location.

. Facial hair and standard eyeglasses are not allowed with SCBA.

. Contact lenses are never allowed with SCBA.

. When breaking out any line where H2S can reasonably be expected.

. Afier each use, the SCBA unit shall be cleaned, disinfected, serviced and inspected.
. All SCBA shall be inspected monthly.

RESCUE & FIRST AID FOR VICTIMS OF H2S POISONING -

Do not panic.

Remain calm and think.

Put on the breathing apparatus.

Remove the victim to the safe breathing area as quickly as possible, upwind and uphill
from source or crosswind to achieve upwind.

Notify emergency response personnel.

Provide artificial respiration and/or CPR as necessary.

Remove all contaminated clothing to avoid further exposure. :

A minimum of two (2) personnel on location shall be trained in CPR and First Aid.

@



TOXIC EFFECTS OF H2S POISONING

Hydrogen Sulfide is extremely toxic. The acceptable ceiling concentration for eight-hour exposure
is 10 PPM, which is .001% by volume. Hydrogen Sulfide is heavier than air (specific gravity-
1.192) and is colorless and transparent. Hydrogen Sulfide is almost as toxic as Hydrogen Cyanide
and is 5-6 times more toxic that Carbon Monoxide. Occupational exposure limits for Hydrogen
sulfide and other gasses are compared below in Table 1. Toxicity table for H2S and physical
effects are shown in Table II.
Table 1
Permissible xposure leltS of Various Gasses

W"‘," EIRIELY

HydrogénACyanide HCN .94 4.7 ppm |

Hydrogen Sulfide H2S 1.192 10 ppm 15 ppm 100 ppm
Sulfide Dioxide SO2 221 2 ppm S ppm

Chlorine CL 2.45 .5 ppm 1 ppm

Carbon Monoxide CcoO 97 25 ppm 200 ppm

Carbon Dioxide CO2 1.52 5000 ppm 30,000 ppm

Methane CH4 55 4.7% LEL 14% UEL

Definitions
A. TLV — Threshold Limit Value is the concentration employees may be exposed to based

on a TWA (time weighted average) for eight (8) hours in one day for 40 hours in one (1)
week. This is set by ACGIH (American Conference of Governmental Hygienists and
regulated by OSHA.

B. STEL - Short Term Exposure Limit is the 15 minute average concentration an employee
may be exposed to providing that the highest exposure never exceeds the OEL
(Occupattonal Exposure Limit). The OEL for H2S is 19 PPM.

C. IDLH — Immediately Dangerous to Life and Health is the concentration that has been
determined by the ACGIH to cause serious health problems or death if exposed to this
level. The IDLH for H2S is 100 PPM.

D. TWA - Time Weighted Average is the average concentration of any chemical or gas for
an eight (8) hour period. This is the concentration that any employee may be exposed to
based on an TWA.

TABLE II
Toxiciry Table of H2S
?%Pvérvcnt‘%'* s’é'l"w """'P P V'I :%ww‘ »‘J‘é‘ig?:* w'b'%"w ﬂéﬁl 1Y bL\aa]l LLLVC““@’”* nx'”f:'""" W“ e "“"'@‘:&;&# 1,3‘;%‘3""&

.0001 1 Can smell less than 1 ppm.

.001 10 TLV for 8 hours of exposure
0015 15 STEL for 15 minutes of exposure

.01 100 | Immediately Dangerous to Life & Health. Kills sense of smell in 3

' to 5 minutes.

02 200 | Kills sense of smell quickly, may burn eyes and throat.

.05 500 | Dizziness, cessation of breathing begins in a few minutes.

07 700 | Unconscious quickly, death will result if not rescued promptly.

10 1000 | Death will result unless rescued promptly. Artificial resuscitation

' may be necessary.




PHYSICAL PROPERTIES OF H2S
The properties of all gases are usually described in the context of seven major categories:

COLOR

ODOR

VAPOR DENSITY
EXPLOSIVE LIMITS
FLAMMABILITY
SOLUBILITY (IN WATER)
BOILING POINT

Hydrogen Sulfide is no exccption. Information from these categories should be considered in
order to provide a fairly complete picture of the properties of the gas.

COLOR - TRANSPARENT
Hydrogen Sulfide is colorless so it is invisible. This fact simply means that you can’t rely on your
eyes to detect its presence, a fact that makes the gas extremely dangerous to be around.

ODOR - ROTTEN EGGS

Hydrogen Sulfide has a distinctive offensive smell, similar to “rotten eggs.” For this reason it
earned its common name “sour gas.” However, H2S, even in low concentrations, is so toxic that
it attacks and quickly impairs a victim’s sense of smell, so it could be fatal to rely on your nose as
a detection device.

VAPOR DENSITY - SPECIFIC GRAVITY OF 1.192

Hydrogen Sulfide is heavier than air so it tends to settle in low-lying areas like pits, cellars or
tanks. If you find yourself in a location where H2S is known to exist, protect yourself. Whenever
possible, work in an area upwind and keep to higher ground.

EXPLOSIVE LIMITS —4.3% TO 46%
Mixed with the right proportion of air or oxygen, H2S will ignite and burn or explode, producing
another alarming element of danger besides poisoning.

FLAMMABILITY
Hydrogen Sulfide will burn readily with a distinctive clear blue flame, producing Sulfur Dioxide
(SO2), another hazardous gas that irritates the eyes and lungs.

SOLUBILITY -4 TO 1 RATIO WITH WATER
Hydrogen Sulfide can be dissolved in liquids, which means that it can be present in any container
or vessel used to carry or hold well fluids including oil, water, emulsion and sludge. The solubility
of H2S is dependent on temperature and pressure, but if conditions are right, simply agitatmg a
fluid containing H2S may release the gas into the air.

BOILING POINT - (-76 degrees Fahrenheit)
Liquefied Hydrogen Sulfide boils at a very low temperature, so it is usually found as a gas.



LOCATION MAP - COTTONWOOD 29-32 FEDERAL #3H

COTTONWOOQOD 29-32 FEDERAL COM 3H
Located 150" FNL and 1470' FEL

Section 28, Township 26 Souih, Range 28 East,
N.M.P.M., Eddy County, New Mexico.
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VICINITY MAP - COTTONWOOD 29-32 FEDERAL #3H
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COTTONWOOD 29-932 FEDERAL COM 3H
Located 150" FRL and 147Q0° FEL
Section 29, Township 28 South, Range 26 East,
N.M.P.M., Eddy County, New Mexice.
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NEARBURG PRODUCING COMPANY
SURFACE USE AND OPERATIONS PLAN
Cottonwood 29-32 Federal Com #3H
SHL: 150’ FNL & 1470’ FEL, Unit B
Sec 29, T-26S, R-26E
BHL: 330’ FSL & 1980’ FEL, Lot 2
Sec 32, T26S, R26E
Eddy County, New Mexico

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

1. EXISTING AND PLANNED ROADS
EXISTING ROADS:
a. The well site and elevation plat for the proposed well are reflected on Exhibit A Form C-
102: Well Location and Acreage Dedication Plat. The well was staked by Basin
Surveys. Paul Murphy, BLM Natural Resource Specialist, conducted the on-site
inspection on April 15, 2015. Robert Gomez, BLM Realty Specialist, also attended the
on-site inspection.
b. Exhibit C-1—C-2 is a plat and portion of a topo map and an aertal map showing the
proposed well site and roads in the vicinity of the proposed location. Access to the well
site will be via existing and new caliche roads and two-track lease roads.
DIRECTIONS:
From the intersection of Gypsum and Dillahunty Road, go south on Dillahunty 1.2 miles to lease
road. Continue 1.2 miles southerly to proposed lease road.
PLANNED ACCESS ROAD:
Exhibits B-1 — B-2 are plats showing the proposed well pad and a proposed 2355.6” access road
from the proposed Cottonwood 28-33 Federal #1H well pad in Sec 28, T-26S, R-26E to the
northeast edge of the proposed Cottonwood 29-32 Federal #3H and #4H well pad. This exhibit
was also submitted with the Application for Permit to Drill (APD) for the Cottonwood 29-32
Federal #4H well. '
a. The maximum width of the running surface will be 14°. The road will be crowned,
ditched and constructed of 6” rolled and compacted caliche. Ditches will be at 3:1 slope
and 4° wide. Water will be diverted where necessary to avoid ponding, prevent erosion,
maintain good drainage, and be consistent with local drainage patterns.
. The average grade will be less than 1%.
No turnouts are planned.
. No culverts, gates, fence cuts, or low water crossings.
Surfacing material will consist of native caliche which will be obtained from the actual
well site if available. If not available on site, caliche will be hauled from the nearest
BLM caliche pit. )
2. LOCATION OF EXISTING WELLS
Exhibit D is a one-mile radius map.
3. LOCATION OF EXISTING/PROPOSED FACILITIES
[f the Cottonwood 29-32 Federal Com #3H is the initial well, Nearburg Producing Company will
construct a tank battery on the south side of the well pad as shown in Exhibit G.
4. LOCATION AND TYPE OF WATER SUPPLY

oo o



The well will be drilled using a combination of water mud systems as outlined in the Drilling
Program. The water will be obtained from commercial water stations in the area and hauled to the
location by transport truck using the existing and proposed roads shown in Exhibit B-2 and C-1.
[f a commercial fresh water source is nearby, fast line may be laid along existing road ROWSs and
fresh water pumped to the well. No water well will be drilled on the location.

. SOURCE_OF CONSTRUCTION MATERIALS

[f possible, native caliche will be obtained from the excavation of drill site. The primary way of

obtaining caliche will be by “turning over” the location. This means caliche will be obtained

from the actual well site. A caliche permit will be obtained from the BLM prior to pushing up
any caliche. The maximum needed for well pad and access road is 2400 () cubic yards. The
procedure below has been approved by BLM personnel:

a. The top six inches of topsoil is pushed off and stockpiled along the south side of the
location.

b. An approximate 120° x 120" area is used within the proposed well site to remove caliche.

¢. Subsoil is removed and piled alongside the 120° x 120’ area within the pad site.

d. When caliche is found, material will be stockpiled within pad site to build location and
road.

e. Subsoil is then pushed back in the hole and caliche is spread across entire location and
road.

f. When well is drilled, stockpiled topsoil will be used for interim reclamation and spread
along areas where caliche is picked up if location size is reduced. Neither caliche nor
subsoil will be stockpiled outside of the well pad. Topsoil will be piled along the edge of
the pad as depicted in Exhibit G.

METHODS OF HANDLING WASTE MATERIAL

a. The well will be drilled using a closed loop system as depicted in Exhibit G.

b. Drilling fluids will be contained in steel mud pits. .

¢. Water produced from the well during completion will be held temporarily in steel tanks
and then taken to an NMOCD-approved commercial disposal facility.

d. Oil produced during testing will be stored in test tanks.

e. Portable toilets will be furnished and serviced by a toilet rental company, and laws and
regulations pertaining to the disposal of human waste will be complied with.

f. All trash and debris will be contained in trash bins and will be removed from well site
within 30 days after finishing drilling and/or completion activities.

. ANCILLARY FACILITIES

No campsite or other facilities will be constructed as a result of this well.

. WELL SITE LAYOUT

a. Exhibit G shows the proposed well site layout with dimensions of the pad layout. The
well pad size is 3007 x 300°.

b. The V Door direction is east.

c. Topsoil, if available, will be stockpiled on the south side of the location until it is needed
for reclamation.

d. No permanent living facilities are planned, but a temporary foreman/tool pusher’s trailer
will be on location during the drilling operations.

PLANS FOR SURFACE RECLAMATION

a. The operator plans to drill additional wells to the west adjoining the proposed well pad.
Therefore, no interim reclamation is planned at this time. Any portion of the site that is
not needed for future production operations will be re-contoured to the original state as
much as possible. The caliche that is removed will be reused to either build another pad
site or for road repairs within the lease. If an area is reclaimed, any stockpiled topsoil will
be spread over reclaimed area and reseeded with a BLM-approved seed mixture.
Nearburg Producing Company will notify the BLM and receive approval (via Form 3160-

5) before initiating interim reclamation. '



b. Final reclamation will take place if the well is not productive. Upon plugging and
abandoning the well, all caliche will be removed from the well pad and access road, and
surface will be contoured to match the original topography as much as possible. Caliche
will be recycled for road repair or reused for another well pad on the same lease. If any
topsoil remains, it will be spread out and reseeded with a BLM-approved seed mixture.

10. SURFACE OWNERSHIP

a. The surface is owned by the U.S. Government and is administered by the Bureau of Land
Management. The surface has multiple uses, primarily grazing of livestock and oil and
gas production. ‘

b. The surface tenant for this site is David or Laverne Maley, P.O. Box 519, Carlsbad, NM
88221.

11. OTHER INFORMATION '

: Topography consists of a sloping plane with loose, tan sands. Vegetation consists of yucca,
mesquite, and shin oak. An Archaeological Survey is scheduled, and upon completion, a report
will be provided to the BLM.

12. BOND COVERAGE: NM2163

13. OPERATOR’S REPRESENTATIVE:

a. Through APD Approval: b.  Through Drilling Operations:
Vicki Johnston, Regulatory Specialist Matt Lee, Drilling/Operations
Gray Surface Specialties, Agent for ' Nearburg Producing Company

Nearburg Producing Company Artesia, NM
3416 W. Wall St., Suite 100 Phone: (575) 746-0422
Midland, TX 79701 Cell: (575) 365-6662

Phone: (830) 537-4599
Cell: (281) 468-2448

EXHIBITS
A Form C-102 Well Location & Acreage Dedication Map
B-1-B-2 Well Pad and Proposed Off-Lease Road Plats
C-1-C-2 Vicinity Map (Topographical), Location Verification Map
D One-Mile Radius Map
F-1-F-2 BOP and Choke Manifold Diagram (for attachment to Drilling Program)
G Proposed Well Pad Layout Map w/H2S and Facility Diagram



Nearburg Producing Company
Cottonwood 29-32 Federal Com #3H
SHL: 150’ FNL & 1470° FEL, Unit B

Sec 29 T-26S R26E
BHL: 330’ FSL & 1980° FEL, Lot 2
Sec 32 T-26S R-26E
Eddy County, New Mexico

OPERATOR CERTIFICATION

[ hereby certify that I, or persons under my direct supervision, have inspected the proposed drill
site and access route; that [ am familiar with the conditions which presently exist; that the
statements made in this 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 Nearburg Producing Company
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.

2z &L 7-2¢-) €

Tim Green Date
Production Manager .
Nearburg Producing Company — OGRID #15742

Office Phone: (432) 818-2940
Cell Phone: (432) 413-9747
E-mail: tgreen@nearburg.com



PECOS DISTRICT

CONDITIONS OF APPROVAL
OPERATOR’S NAME: | Nearburg Producing Co
: LEASE NO.: | NM113944
WELL NAME & NO.: | 3H-Cottonwood 29 32 Federal Com
SURFACE HOLE FOOTAGE: | 150°/N & 1470’/E
BOTTOM HOLE FOOTAGE | 330°/S & 1980°/E, sec. 32
LOCATION: | Section 29, T. 26 S., R.26 E.; NMPM
COUNTY: | Eddy County, New Mexico
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
[L] Permit Expiration
[] Archaeology, Paleontology, and Historical Sites
[ ] Noxious Weeds
Special Requirements
Avian Power line Protection
Cave/Karst
Range
. Watershed
Communitization Agreement
] Construction
. Notification
Topsoil
Closed Loop System
Federal Mineral Material Pits
Well Pads :
Roads
[] Road Section Diagram
X Drilling
' Cement Requirements
Critical Cave/Karst
Logging Requirements
Waste Material and Fluids
X Production (Post Drilling)
Well Structures & Facilities
Pipelines
Electric Lines
[} Interim Reclamation
(] Final Abandonment & Reclamation
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I1I.

IV.

.. 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.

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.)

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.

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
following EPA and BLM requirements and policies.
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V. SPECIAL REQUIREMENT(S)

Power lines shall be constructed and designed in accordance to standards outlined in
"Suggested Practices for Avian Protection on Power lines: The State of the Art in 2006"
Edison Electric Institute, APLIC, and the California Energy Commission 2006. The
holder shall assume the burden and expense of proving that pole designs not shown in the
above publication deter raptor perching, roosting, and nesting: 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 power line structures placed on this right-
of-way, should they be necessary to ensure the safety of large perching birds. The holder
without liability or expense shall make such modifications and/or additions to the United
States.

Range :

1. Where entry is granted across a fence line, the fence must be braced and tied off on
both sides of the passageway with H-braces prior to cutting. The operator shall notify the
grazing allotment holder prior to crossing the fence or installing a cattleguard.

2. Surface flowlines shall be buried under all intersecting routes and roads. All buried
crossings will be filled, compacted and reclaimed when the pipelines are removed.

3. When crossing a fence, surface flowlines will be laid under the bottom wire.

4. The company or contractors shall have in their immediate possession a copy of the
approved APD while building well locations or installing pipelines and powerlines.

Karst

Construction Mitigation

In order to mitigate the impacts from construction activities on cave and karst resources,
the following Conditions of Approval will apply to this APD:

1. In the event that any underground voids are encountered during construction
activities, construction activities will be halted and the BLM will be notified
immediately.

2. No Blasting is allowed to prevent geologic structure instabilities.

Pads shall be bermed to minimize effects of any spilled contaminates.

4. Pad 29-32 East will be fenced on the north side to ensure construction equipment
does not impact karst resources near the pad.

5. Pad 29-32 West will be fenced. This fence will continue along the north side of
the road/powerline/pipeline route for 500 feet east of the pad to ensure equipment
does not impact karst resources near the pad. 2. Fencing will be required on the
south side of the road/powerline/pipeline for 100 feet east and 100 feet west of the
karst feature located at 564623.223, 3542894.286 in order to prevent impacts to a

- karst feature south of the road/powerline/pipeline. Fencing will be required on the

(OS]
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north and south side of the road/powerline/pipeline for 100 feet east and 100 feet
west of the karst feature located near 564811.739, 3542908.838 to prevent
impacts to karst features located north and south of the road/powerline/pipeline.

6. A monitor will be required during construction of the access road.

7. The total utility corridor width shall be 50 feet wide for the road, pipelines and
powerline.

8. - The road will be the northern most feature in the corridor, with the buried and
surface pipelines adjacent to the road. The powerline shall be the southern most
feature in the utility corridor.

9. To prevent any spills from leaving the pads, a two foot berm shall be built inside
the fence on each pad. '

10. Straw wattles shall be placed completely around the disturbed areas of all pads
and along all fences to reduce erosion in this sensitive Karst area.

11. Drainage turnouts shall have straw wattles installed.

12. Drainage turnouts along the access road shall not lead to sinkholes.

Drilling Mitigation

Federal regulations and standard Conditions of Approval applied to all APDs require that
adequate measures are taken to prevent contamination to the environment. Due to the
extreme sensitivity of the cave and karst resources in this project area, the following
additional Conditions of Approval will be added to this APD.

To prevent cave and karst resource contamination the following will be required.

1.
2.

3.

Closed Mud System Using Steel Tanks with All Fluids and Cuttings Hauled Off.
Rotary drilling with fresh water where cave or karst features are expected to
prevent contamination of freshwater aquifers.

Directional Drilling allowed after at least 100 feet below the cave occurrence zone
to prevent additional impacts resulting from directional drilling.

Lost Circulation zones logged and reported in the drilling report so BLM can
assess the situation and work with the operator on corrective actions.

Additional drilling, casing, and cementing procedures to protect cave zones and
fresh water aquifers. See Drilling COAs.

Production Mitigation

In order to mitigate the impacts from production activities and due to the nature of karst
terrain, the following Conditions of Approval will apply to this APD:

1.

Tank battery liners and berms to minimize the impact resulting from leaks.

Leak detection system to provide an early alert to operators when a leak has
occurred.

Automatic shut off, check values, or similar systems will be installed for pipelines
and tanks to minimize the effects of line failures used in production or drilling.
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Residual and Cumulative Mitisation

1. Annual pressure monitoring will be performed by the operator. If the test results
indicate a casing failure has occurred, remedial action will be undertaken to
correct the problem to the BLM’s approval.

Plugging and Abandonment Mitigation

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.

Watershed

1. The proposed routes for both the powerline and surface flowlines will not be bladed.
2. Containment berms will be constructed around both tank battery production facilities
designed to hold fluids. The containment berms will be constructed with compacted
material capable of holding 1% time the capacity of the largest tank.

3. Topsoil will be stockpiled on the pads to enhance future reclamation.

4. A closed loop drilling system will be used. :

5. To prevent any spills from leaving the pads a two foot berm shall be built inside the
fence on each pad.

6. Straw wattles shall be placed completely around the disturbed areas of all pads and
along all fences to reduce erosion in this sensitive karst area.

7. Drainage turnouts shall have straw wattles installed.

8. Drainage turnouts along the access road shall not lead to sinkholes.

Communitization Agreement

o The operator will submit a Communitization Agreement to the Carlsbad Field Office,
620 E Greene St. Carlsbad, New Mexico 88220, at least 90 days before the
anticipated date of first production from a well subject to a spacing order issued by
the New Mexico Qil Conservation Division. The Communitization Agreement will
include the signatures of all working interest owners in all Federal and Indian leases
subject to the Communitization Agreement (i.e., operating rights owners and lessees
of record), or certification that the operator has obtained the written signatures of all
such owners and will make those signatures available to the BLM 1mmed1ate1y upon
request.

e [f the operator does not comply with this condition of approval, the BLM may take
enforcement actions that include, but are not limited to those specified in 43 CFR
3163.1. ~

e In addition, the well sign shall include the surface and bottom hole lease
numbers. When the Communitization Aggeement number is known, it shall also be

on the sign.
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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) 234-5909 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. TOPSOIL

The operator shall strip the top portion 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 not 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
topsoil stockpile. Large rocks or subsoil clods (not evident in the surrounding terrain)
must be buried within the approved area for interim and final reclamation.

C. CLOSED LOOP SYSTEM

Tanks are required for drilling operations: No Pits.

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

D. 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.

E.  WELL PAD SURFACING ‘

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.

F. EXCLOSURE FENCING (CELLARS & PITS)
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Exclosure Fencing

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 unti! 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, Exclosure
Fence Illustrations, Figure 1, Page 18.)

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 access road, shall not exceed twenty-five (25)
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.

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

Turnouts .
Vehicle turnouts shall be constructed on the road. Turnouts shall be intervisible with

. interval spacing distance less than 1000 feet. Tumouts shall conform to Figure 1; cross
section and plans for typical road construction.

Drainage
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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).

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

above natural ground level. The berm shall be on the down-slope side of the lead-off
ditch.

Cross Section of a Typical Lead-off Ditch

1’ Minimum Depth

GM
Berm
on

Downh Slope
Side

Matural Ground Level

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%

Cattleguards

An appropriately sized cattleguard sufficient to carry out the project shall be installed and
maintained at fence/road crossings. Any existing cattleguards on the access road route
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 cattleguards that
are in place and are utilized during lease operations.

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 cutting. The operator shall notify the private surface
landowner or the grazing allotment holder prior to crossing any fences.

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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Construction Steps 1.Salvage topsoil 3. Redistribute topsoil

2.Construct road 4.Revegetate slopes
—_——— e - — —— — —— — _centerfineof padway — - —m — - — ——— .
shoqlder—/ . turnout 10°
trnsition | 25 [ 100° 25" jtransition
full rnout width Intervisible tumouts shall be constructed on

all single lane roads on all blind curves with
additional tunotsts as needed to keep spacing
below 1000 feet.

Typical Turnout Plan

aown
A
2% Y

natural ground

"""" ' - rtggg aown
v~ - earth surface 03 - 05 futt
aggregate surface | .02 - .04 fuit
paved surface 02~ 03fUR

Depth measured from
the bottom of the ditch

1%

SR
—— e

Side Hill Section RSy

1
center
line

1
center
line

travel surface ==
{slope 2 - 4%)

travel surface -
(shope 2 - 496}

Typical Outsloped Section Typical Inslope Section

Figure 1. Cross-sections and plans for typical road sections representative of BLM resource or FS local and higher-class roads.
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VII. DRILLING
A. DRILLING OPERATIONS REQUIREMENTS
The BLM is to be notified in advance for a representative to witness:

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)

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

1. 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 Onshore Order 6 requirements, which
includes equipment and personnel/public protection items. If Hydrogen Sulfide
is encountered, provide measured values 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. If the drilling rig is removed without approval — an Incident of
Non-Compliance will be written and will be a “Major” violation.

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 is located, this does not include the dog house or stairway area.

4. The record of the drilling rate along with the GR/N well log run 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 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 program need prior approval if the items

~ substituted are of lesser grade or different casing size. The Operator can exchange
the components 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
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prior approval if the altered cement plan has less volume or strength or if the
changes are substantial (i.e. Multistage tool, ECP, etc.).

Centralizers required on surface casing per Onshore Order 2.IIL.B.1.f.

Wait on cement (WOC) for Water Basin:

After cementing but before commencing any tests, the casing string shall stand
cemented under pressure until both of the following conditions have been met: 1)
cement reaches a minimum compressive strength of 500 psi at the shoe, 2) until
cement has been in place at least 8 hours. WOC time will be recorded in the
driller’s log. 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.

Possibility of water flows in the Salado and Castile.
Possibility of lost circulation in the Salado, Castile and Delaware.

HIGH CAVE/KARST

A MINIMUM OF TWO CASING STRINGS CEMENTED TO SURFACE IS
REQUIRED IN HIGH CAVE/KARST AREAS. THE CEMENT MUST BE IN A
SOLID SHEATH. THEREFORE, ONE INCH OPERATIONS ARE NOT
SUFFICIENT TO PROTECT CAVE KARST RESOURCES. A CASING DESIGN
THAT HAS A ONE INCH JOB PERFORMED DOES NOT COUNT AS A SOLID
SHEATH. ON A THREE STRING DESIGN; IF THE PRIMARY CEMENT JOB
ON THE SURFACE CASING DOES NOT CIRCULATE, THEN THE NEXT
TWO CASING STRINGS MUST BE CEMENTED TO SURFACE.

1. The 13-3/8 inch surface casing shall be set at approximately 420 feet (a minimum of
25 feet into the Rustler Anhydrite and above the salt) and cemented to the surface. If
salt is 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 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.

¢. 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.
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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:

(Ensure casing is set in the base of the Castile or the Lamar at approximately
1600”)

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.

. The minimum required fill of cement behind the 5-1/2 inch production casing is:
a. First stage to DV tool:

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

b. Second stage above DV tool:

D4 Cement to surface. If cement does not circulate, contact the appropriate BLM
office. Excess calculates to negative 13% - Additional cement will be
required.

. 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. '

PRESSURE CONTROL
. 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. :

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

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

(BOPE) required for drilling below the 9-5/8 intermediate casing shoe shall be
5000 (M) psi.
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5M system requires an HCR valve, remote Kkill line and annular to match. The
remote kill line is to be installed prior to testing the system and tested to stack

pressure.

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

a.

In a water basin, for all casing strings utilizing slips, these are to be set as soon
as the crew and rig are ready and any fallback cement remediation has been
done. The casing cut-off and BOP installation can be initiated four hours after
installing the slips, which will be approximately six hours after bumping the
plug. For those casing strings not using slips, the minimum wait time before
cut-off is eight hours after bumping the plug. BOP/BOPE testing can begin
after cut-off or once cement reaches 500 psi compressive strength (including
lead when specified), whichever is greater. However, if the float does not
hold, cut-off cannot be initiated until cement reaches 500 psi compressive
strength (including lead when specified).

The tests shall be done by an independent 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. " If a twelve hour or twenty-four hour chart 1s
used, tester shall make a notation that it is run with a two hour clock.

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

All tests are required to be recorded ona ca]ibrated. 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 minutes 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.
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D. DRILL STEM TEST

If drill stem tests are performed, Onshore Order 2.111.D shall be followed.

E. WASTE MATERIAL AND FLUIDS

All waste (i.e. drilling fluids, trash, salts, chemicals, sewage, gray water, etc.) created as a
result of drilling 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 surrounding area.

Poxto-Johns and trash containers will be on-location during fracturing operatlons or any
other crew-intensive operations. v

CRW 032816

VIII. 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.

Exclosure Netting (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. [f 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 %2 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
hazardous, poisonous, flammable, or toxic substances sufficient to contain the contents of
the tank or barrel and any drips, leaks, and anticipated precipitation. The operator will
dispose of fluids within the containment system that do not meet applicable state or U. S.
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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

. metal 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 equipment 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 includes, 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 structure that is constructed to hold the capacity of 1.5 times the
largest tank, plus freeboard to account for precipitation, unless more stringent protective
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 Grant and attachments, including stipulations, survey plat(s) and/or
map(s), shall be on location during construction. BLM personnel may request to
review 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. 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. Holder shall comply with all applicable Federal laws and regulations existing or
hereafter enacted or promulgated. In any event, Holder shall comply with the Toxic
Substances Control Act of 1976 as amended, 15 USC § 2601 ef seq. (1982) with regard 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 in
particular, provisions on polychlorinated biphenyls, 40 CFR 761.1-761.193).
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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. 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 provision applies
without regard to whether a release i1s caused by Holder, its agent, or unrelated third
parties.

4. Holder shall be liable for damage or injury to the United States to the extent -
provided by 43 CFR Sec. 2883.1-4. 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 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
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Holder, regardless of fault. Upon failure of 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/she 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
Holder. Such action by the Authorized Officer shall not relieve Holder of any
responsibility as provided herein.

6. All construction and maintenance activity shall be confined to the authorized
right-of-way width of 20 feet. If the pipeline route follows an existing road or buried
pipeline right-of-way, the surface pipeline shall 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 shall be installed immediately adjacent to the
outer surface pipeline. All construction and maintenance activity shall be confined to
existing roads or right-of-ways.

7. - " No blading' or clearing of any vegetation shall be allowed unless approved in
writing by the Authorized Officer. '

8. 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 shall be "snaked" around hummocks and dunes rather than
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
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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.

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 operator shall consult with
the Authorized Officer for acceptable weed control methods, which include following
EPA and BLM requirements and policies.

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

BURIED PIPELINE STIPULATIONS
A copy of the application (Grant, APD, or Sundry Notice) and attachments, including
conditions of approval, 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.
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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.

4. If, during any phase of the construction, operation, maintenance, or termination of the
pipeline, any oil 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 or other pollutant, wherever found, shall be the responsibility of holder, regardless of
fault. Upon failure of 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 holder of any responsibility as provided
herein.

5. All construction and maintenance activity will be confined to the authorized right-of-
way.

6. The pipeline will be buried with a minimum cover of _36 inches between the
top of the pipe and ground level.

7. The maximum allowable disturbance for construction in this right-of-way will be 30
feet:
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» Blading of vegetation within the right-of-way will be allowed: maximum width
of blading operations will not exceed 20 feet. The trench is included in this area.
(Blading is defined as the complete removal of brush and ground vegetation.)

e Clearing of brush species within the right-of-way will be allowed: maximum
width of clearing operations will not exceed 30 feet. The trench and bladed area
are included in this area. (Clearing is defined as the removal of brush while
leaving ground vegetation (grasses, weeds, etc.) intact. Clearing is best
accomplished by holding the blade 4 to 6 inches above the ground surface.)

e The remaining area of the right-of-way (if any) shall only be disturbed by
compressing the vegetation. (Compressing can be caused by vehicle tires,
placement of equipment, etc.)

8. The holder shall stockpile an adequate amount of topsoil where blading is allowed.
The topsoil to be stripped is approximately 6 inches in depth. The topsoil will be
segregated from other spoil piles from trench construction. The topsoil will be evenly
distributed over the bladed area for the preparation of seeding.

9. 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.

10. Vegetation, soil, and rocks left as a result of construction or maintenance activity will
be randomly scattered on this right-of-way and will not be left in rows, piles, or berms,
unless otherwise approved by the Authorized Officer. The entire right-of-way shall be
recontoured to match the surrounding landscape. The backfilled soil shall be compacted
and a 6 inch berm will be left over the ditch line to allow for settling back to grade.

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. '

3
12. The holder will reseed all disturbed areas. Seeding will be done according to the
attached seeding requirements, using the following seed mix.
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( ) seed mixture 1 ( ) seed mixture 3
( ) seed mixture 2 ( X) seed mixture 4

( ) seed mixture 2/LPC - () Aplomado Falcon Mixture

‘13. All above-ground structures not subject to safety requirements shall be painted by the .
holder to blend with the natural color of the landscape. The paint used shall be color
which simulates “Standard Environmental Colors” — Shale Green, Munsell Soil Color
No. 5Y 4/2.

14. 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. All signs and information
thereon will be posted in a permanent, conspicuous manner, and will be maintained in a
legible condition for the life of the pipeline.

15. 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 before maintenance begins. The holder will take whatever steps are necessary to
ensure that the pipeline route is not used as a roadway. As determined necessary during
the life of the pipeline, the Authorized Officer may ask the holder to construct temporary
deterrence structures. '

16. Any cultural and/or paleontological resources (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. '

17. 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 associated roads, 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 following
EPA and BLM requirements and policies.
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18. Escape Ramps - The operator will construct and maintain pipeline/utility trenches
[that are not otherwise fenced, screened, or netted] to prevent livestock, wildlife, and
humans from becoming entrapped. At a minimum, the operator will construct and
maintain escape ramps, ladders, or other methods of avian and terrestrial wildlife escape
in the trenches according to the following criteria:

a. Any trench left open for eight (8) hours or less is not required to have escape
ramps; however, before the trench is backfilled, the contractor/operator shall
inspect the trench for wildlife, remove all trapped wildlife, and release them at

. least 100 yards from the trench.

b. For trenches left open for eight (8) hours or more, earthen escape ramps (built at
no more than a 30 degree slope and spaced no more than 500 feet apart) shall be
placed in the trench.

C. ELECTRIC LINES
STANDARD STIPULATIONS FOR 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
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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.

4. There will be no clearing or blading of the right-of-way unless otherwise agreed to in
writing by the Authorized Officer.

5. Power lines shall be constructed and designed in accordance to standards outlined in
"Suggested Practices for Avian Protection on Power lines: The State of the Art in 2006"
Edison Electric Institute, APLIC, and the California Energy Commission 2006 . The
holder shall assume the burden and expense of proving that pole designs not shown in the
above publication deter raptor perching, roosting, and nesting. Such proof shall be
provided by a raptor expert approved by the Authorized Officer. The BLLM 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. '

Raptor deterrence will consist of but not limited to the following: triangle perch
discouragers shall be placed on each side of the cross arms and a nonconductive perching
deterrence shall be placed on all vertical poles that extend past the cross arms.

6. 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 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 objéct)
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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:
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 o1l 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
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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 4, for Gypsum 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 or registered seed. The seed container will be tagged in accordance with State
law(s) and available for inspection by the authorized officer.

Seed will be planted using a dnill 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
Alkali Sacaton (Sporobolus airoides) 1.0
DWS Four-wing saltbush (Atriplex canescens) 5.0

DWS: DeWinged Seed
*Pounds of pure live seed:

Pounds of seed x percent purity x percent germination = pounds pure live seed
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