2 ‘\\. | | " ATS-07-378

5+ Form3160-3 : . FORM APPROVED
o~ (ngust 1999) . JUN 1 7 2009 OMB No 1004-0136
K UNITED STATES A ALY, & Bxpires November 30, 2000
‘ DEPARTMENT OF THE INTERIOR ‘-":‘
g ' BUREAU OF LAND MANAGEMENT / \5 & 5. Lease Senal No.
L/ NMLC0287848
APPLICATION FOR PERMIT TO DRILL OR REENTER b’%A{ 6. I Indian, Allofiee or 11ibe Name
Ta. Type of Work: = DRILL 0 KEENTEK 7. I Unit or CA Agreement, Name and No.
NMNM88525X
! 8. Lease Name and Well No.
1b. Type of Well: g Oil Well [ Gas Well (- Other [ Single Zone [ Multiple Zone BURCH KEELY UNIT 921
2. Name of Operalor Contact: DIANA CANNON 9. APl Well No.
MARBOB ENERGY CORPORATION E-Mail: production@marbob.com
: DO-015-211373
3a. Address 3b. Phone No. (include area code) 10. Field and Pool, or Exploratory -
P O BOX 227 Ph: .748.3303 GRBG JACKSON SR Q GRBG SA
ARTESIA, NM 88211-0227 Fx#505.746.2523
4. Location of Well  (Keport location clearly and in accoraance with any dSlate requirements.”) I1. Sec., T., K., M, or BIK. and Survey or Area
At surface NWNW Lot D 660FNL 660FWL Sec 25 T17S R29E Mer NMP
Atproposed prod. zone NWNW Lot D 660FNL 860FWL
I4. Distance in miles and direction from nearest town or post olfice™ 1Z. County or Panish 13, State
SEE SURFACE USE PLAN EDDY NM
157 Dastance Irom proposed locaton to nearest property or 16.7No. oF Acres 1n Lease 1/, Spacing Unit dedicaled to this well
lease line, ft. (Also to nearest drig. unit line, if any) ‘
660' 1264.00 4 40.00
18, Distance Trom proposed Iocation To nearesi well, dnlling,| 19.” Proposed Depih ‘ 20."BLM/EIA Bond No. on Tile
completed, applied for, on this lease, f.
P NMeooou s
21, Elevations (bhow whether DF, KB, K1, UL, eic. 22 Approximafe date work will starl 23, Eslhimated duorafion L\
3503 GL 03/26/2003 21 DAYS

24. Attachments

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

1. Well plat certified by a registered surveyor. 4. Bond to cover the operations unless covered by an existing bond on file (see
2. ADnlling Plan. Item 20 above). '
3. A Surface Use Plan (if the location is on National Forest System Lands, the 5. Operator certification
SUPO shall be filed with the appropriate Forest Service Office). 6. Such other site specific 1nformat10n and/or plans as may be requlred by the
. authorized officer.
25, Signature Name (Prinied/ Typed) ate
(Electronic Submission) DIANA CANNON ‘ 02/23/2003

Iitle
AUTHORIZED REPRESENTATIVE

Approved by {dignature) Name (Pripte ed) a
/s/ Don Peterson foBPOFI Peterson [ﬂ// 0%

Title

NAGER | " CARLSBAD FIELD OFFICE
For FIELD MA F
pplication approval does not warrant or ce € applicant holds legal or equitable uile {0 those Nghis in the subject lease which would entille the applicant fo conduct

operations thereon.

Conditions of approval, if any, are attached. APPROVAL FOR TWO YEARS

Tile T8 U.S.C. Section 1001 and Title 43 U.S.C. Section 1212, make it a crime for any person knowingly and willfully to make 1o any depariment or agency of the United
States any false, fictitious or fraudulent statements or representations as to any matter within its jurisdiction.- - -

Additional Operator Remarks (see next page)  Roswell Controlled Wa’[er Basm

Electronic Submission #18832 verified by the BLM Well information System
For MARBOB ENERGY CORPORATION, 9sent to the Carisbad
Committed to AFMSS for processing by Armando Lopez on 02/24/2003 (03AL01 57AE)

SEE ATTACHED FOR | |
CONDITIONS OF APPROVAL R epROVAL SUBJECT T0

* REVISED ** REVISED,* REVISED ** REVISED ** REVISED ** RE\&%E’B%IAL SIS L;\g'g[gNS
ATTACHED



' 3 £ NN
JAN 28 Ul
DISTKRICT 1 State of Wew Mexico Form C—i2
-0 Hox 1830, Habbs, Mt eazdl-1ea0 Energy, Minerals and Netural Resouzces Deparimsent Revised Februury 10, gggz
DISTRICT I Submit to sppropriste Dietwict Office
DISTRICT 1 e, s a6251-0715 OIL CONSERVATION DIVISION State Lonee - 4 Copics
- ) e P.0. Box 2088 Fee lease — 3 Coples
DISTRICT 1IX Santa Fe, New Mexico 875042088
10060 Rio Brazog Rd., Aztec, KM H741D
DISTRICT IV ) o ‘
B.D, BOX Z0BH, SANTA BB, N.¥. 857504~2088 WELL LOCATION AND ACREAGE DEDICATION PLAT * 3 AMENDED REPORT
’ AP] Number Panl Code Poal Name
30-015- SN2 3% 28509 GRAYBURG JACKSON SR Q GRRG SA
Property Code Property Name g Well Number
006497 BURCH KEELY UNIT 921
QGRID HNo. ' Operatar Name Elevation
14049 MARBOB ENERGY CORPORATION 3583

Surface Location

UL or lot Ne. Section Townabip Range Lot idn Feet frem the Yorih/South Jine Feet from the Eagt/Rest line Coundy
D 25 17-S 129-E 860 NORTH 660 WEST EDDY
Bottom Hole Location If Different From Surface
UL or lot Wo. Section Township Range Lot Idn Feet from the North/South line Feet from the East/¥West line County
Dedicated Acres Joint or Infill Consclidation Code Order No.
40

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

1’ OFERATOR CERTIFICATION
©
g I heroby wertify the the infermation
£ , contuined herein is frue and complele fu ke
I ED'! b g ; | bast of my baouledge and hslief.
ot S, . )

DIANA J, CANNON

DETAIL Printed Name
3590-6',..._..'3553-8 PRODUCTIOR ANALYST

I o | ‘ Title

b FEBRUARY 23, 2003
3588.9° 3594.6 Date

SURVEYOR CERTIFICATION
‘
I hereby terfify that the well location shoum
on ihix plat was platted from fNeld rwstes of
actunl swrveys made dy we ar under my
superizon, and thol the seme 1< fevue ond
corsect to the best of my Helisf

JANUARY 37, 2003

Date Suryessd v, LA

Signatdre, & Seal of :
Protessional Surveyar' -

I LS B A

ZIDSON 8238
Ry EIRSON 18641
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SCALE: 1" = 2000 CONTOUR INTERVAL: 10"
‘ , , RED LAKE SE. N.M.

Burch Keely Unit No. 921
660’ FNL. and 660’ FWL
Section 25-178-29E

Eddy County, New Mexico
, EXHIBIT TWO
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Section 25-178-28E

Eddy County, New Mexico

EXHIBIT THREE
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‘, Attac;hjed to Form 3160-3

 TA7S,R29E

SE/4SE/4  Section 12
ALL

- ALL
ALL
ALL

ALL

Section 23
Section 24

- Eddy County, New Mexico

Section 13 -

Section 25
Section 26 \

A
. i
LAY

. .T-17S,R-30E- - -

ALL * Section 18 -
.ALL = Section 19
ALL Section 30 . .

1. Geological Name of Surface Formation;

Permian

N

- Permian -

~ Sait o
Base of Salt
Yates
Seven Rivers -

-Estimated Tops of Imporfrant Geoldqic Maf,kefs}-f‘ ,

Surface -
- 360 -
o780
- 930"

- 1145" .

Queen .-
Grayburg .
~San Andres
"Glorietta o

- 2510"

3 " Estimated Depths of Anticipated Fresh Water, Qil, or Gés:x’ :; o

- Upper Permiéﬁ,Sandg f ‘?' B

- Yates :

- Seven Rivers
- Queen -,
Grayburg .

- San Andres
. Glorietta

- <80 CoA- waske plan

. No other formations are expected to give up oil, gas, or fresh’ 4 R
be protected by setting 8-5/8" casing at . . -

TD which =

as will have cement circulated across them .~ -
production. casing which-will be run‘at TD. . . = -

~. . quantities. The surface fresh water sands will

- 285 ’2,3507~»\and -circulating” cement back to surface.
(-7 L contain commercial quantities .of oil and/or g
L ”&’by inserting a float shoe joint.into the 5-1/2"

i
T

<100 . Fresh-

oo 1145
Coo1815n
L2140

-,2510" -
3900"

- Any shallower zon

- MARBOB ENERGY CORPORATION
. MASTER DRILLING PROGRAM - -
" BURCH-KEELY UNIT © = = -

1815
2140

3900

Water  ~
Qil- =~

S Qik T
L0l

FURE © | IR O
Qi

water in measurable

es. above.



- DRILLING PROGRAM’ '
~ PAGE2

» o

4. Casing Program:

‘ 'Hole Szze Interval - OD Csg. -~ Weight Grade Jt. Cond. Type Collapse 'Burs;t " Tension
121/4" W '85/8" . 244 J-55°  STC 'NEW -~ R-3.° .1.125 ~ '1.125 ‘1.6
@&ﬁ 77/8° . 0D 5172 CW#. US55 LTC O NEW. R3 1125 1125 L 6 -
OQ

Cement Program:

‘ ' 8 5/8" Surface: Cement fo surface wnth 300 sk’ "C" yleld 134wt 14.8 ppg .

51/2% Productlon 1st Stage with 250 sk "H" wt 13 0 ppg yleld 1.67, TOC 3250". 2nd Stage fead300 sk "H" the
wt 12.7 yae!d 1.91 Tail in with 300 sk "H" wt 13.0 ppg yleld 1.67 DV Tool @ 3250 TOC 100'

5. "Minimum Snecnf"catlons for Pressure Contro!.

The blowout preventer equipment (BOP) shown in Exhibit #1 will consist of a double ram-type (30805i wp)
" _preventer. This unit will be hydraulically operated and the ram-type preventer will be quipped with blind rams
- on the top and 4 1/2" drill pipe rams on bottom. This BOP will be nippled up on the 8-5/8"" surface casing and
used continuously until TD is reached. All BOP’s and accessory equtpment W|I| be tested to psi before

drilling out ofsurface casmg - R . : §Q,Q_C,©A'

. Plpe rams will be operatlonally checked each 24 hour perlod Bllnd rams w;ll be operatlonally checked on each -
" trip out of the hole. These checks will be noted on the daily tour sheets.’ A 2" kil line and a 3" choke line will
" beincluded in the drilling spool located below the ram-type BOP. Other accessories to the BOP eqguipment
-~ willinclude a Kelly cock and ﬂoor safety valve (mssde BOP) and choke hnes and choke manlfo!d W|th 3000 pSI
S wp ratmg « : ‘ : -

B Types and Charactenstlcs of the Proposed Mud Svstem

" The well W|I! be drllled toTD wuth cut brlne The appllcable depths and propertnes ofth:s system are as P

’ - follows:
Depth ™ Type . '7 .Weight  Viscosity - . - ”.W,aterloss )
0 0°350°. ", FreshWater - . 85 - ' 48. . . NC

S - (Spud) LT e
... 350°-4800° " Brine - 98-10.2:. 4045 . NG

H }”K i'f .




. i:Auxrlrar_v Well Control and Momtonqg @rgmen

- (A)‘ A kelly m will be kept in the drill string at al hmes
(B) A full opemng dill ptpe stabhng valve ( nsrde BOP) wrth proper dnll prpe }‘ R

connectrons will be on the rig floor at all times.

nggmg, Testing, and Congg‘Program:

. (A)' - No Drillstem tests are anticipated.

(B) The electric logging program will consist of Dual Laterolog Micro SFL, =

Spectral Density Dual Spaced Neutron Csng Log, and Depth Control Log.
. Selected SW cores may be taken in zones of mterest

(C) No conventronal cormg is anncrpated

(D)‘~ Further testing procedures wrll be determrned after the 5 1/2“ producnon

casing has been cemented at TD based on drill shows and Iog evaluatron
- and diill stem test resulis o

: ‘-Abnormal Cond‘ nons Prassures Tem @ra res & Potentral Hazards

No abnormal pressures or temperatures are antlcrpated The eshmated

" bottom  hole temperature (BHT) at TD is 104' and estrmated bottom hole

. 10.°

- i pressure (BHP) is 2250 psrg

w Thrs area has a potentral S hazard CAn H S Dnllmg Plan is attached
. including a diagram of the nlrng ng Iayout wrth Hgs monitors and wmd

ﬁrechon indwtors shown

AAntrcrp_a_ted Starﬁm Daxe and Durahon of %ratrons o

L - Locahon ‘and road work will not begrn unhl approval has baen recerved torm the“,

. BLM. The anticipated spud date will be provided with each well application. Once -

. commenced, the driling operation should be finished in approximately 21 days.
.- lfthe well is productive, an additional 30 to 60 days will be required for completron ’
, . and testmg befors a decisron is made fo install permanent facrrhes I



DRILLING PROGRAM

Burch Keely Unit No. 921
660’ FNL and 660" FwlL
Section 25-175-29E

Eddy County, New Mexico

10. Anticipated Starting Date and Duration of Operations

Starting date will be scheduled upon approval.

Duration of Operations: Once commenced, the drilling operations
should be completed in approximately 21 days, If the well is
productive, an additional 30 to 60 days will be required for
completion and testing of the well.



Additional Operator Remarks: 299 I
- 12 1/4" HOLE - 8 5/8" J55 24# CSG SET @ 350' - CMT W/ 300 SX cP
7 7/8" HOLE -5 1/2" J55 17# CSG SET @ 4800'- CMT SUFFICIENT TO COVER 200' ABOVE ALL KNOWN OIL & GAS
HORIZONS.

PRESSURE CONTROL EQUIPMENT: WE WILL BE USING A 2M SYSTEM. (SEE EXHIBIT #1)
PAY ZONE WILL BE SELECTIVELY PERFORATED AND STIMULATED AS NEEDED FOR OPTIMUM PRODUCTION.
MASTER SURFACE USE PLAN ON FILE AT BLM&esweeE— (C a2 \S bad

INCLUDED IN THE ATTACHMENT ARE:

1. WELL LOCATION & ACREAGE DEDICATION PLAT

2. DRILLING PROGRAM & SURFACE USE PLAN
3. SUPPLEMENTAL DRILLING DATA (EXHIBITS #1 (4 PGS) - #4)



Well Site Lay-Out Plat

[T

300— —

Water Tanks
i I mud pumps
North
draw-works
sub-structure
300’ L

Cent

-

pipe racks

-

Rolloff Bins

300'

Burch Keely Unit #921
660' FNL & 660' FWL
Section 25-17S-29E

Eddy County, New Mexico
EXHIBIT THREE



20 pysiem: o

—Annular prevanter, of, double ram, oF
two rama with one being blind and one
being & pipe ram *

~Kill fine {2 inch minimum} -

~~1 kill line valve (2 inch minimum}

—1 ghoke ling valve

—2 chokes {refer io dingram in
Attachment 1}

~—Upper kelly cock valve with kandle
aveilable )

~Safety valve and subs ta fit all deil}
strings in uae

~—Preagure gauge on choke manifold
2 2% —2 inch minimum choka line

—Fill-up line above the uppermont
preventern

Violutioa: Minor {all ilems unless
marked by ssletisk}.

Carrective Action: Install the
equipment s speciiied.

Normal Abatement Period: 24 houwrs.

JUSTABLE CHOKE

2M CHOKE MANIFOLD EQUIPMENT — CONFIGURATION OF . CHOKES Exhibit One

" WMAY VARY



e ol Auémmam E@ mrm& g‘i , I
n@ree nmnnnme THE BLOWOUT PREV. M.

. bnilmg'nrpp'le to bs so constructed tnat it can be removed wrthout use of a
-,welder through rotary table opening, with minimum 1.D. equal to preventer

E bore . , A

) Wear nng ) be properly msta!led in head.

‘ llow out preventer and all ﬁtnngs must be in good cdnduﬁon, 3000 psi W.P.

minimum.

“All ﬁttings to be ﬂanged

Safety valve must be avarlable on ng ﬂoor at all times wrlh proper

s connectnons, valve to be full bore 3000 psi W.P. mmrmum

10

S TR

All choke and fll hnes to be securely anchored especrally ends of choke
"rnes ‘

,, ’Equlpment through which bit must pass shall be at least' as large as the

dameter of the casmg berng dnlled through.

Keily cock on kelly : o
c Extensron wrenches and hand wheels to be properly mslalled

X Blow out preventer control fo be located as close to dnller's posrnon as .
feasrble ° . : S

Blow oui preventer c!os!ng equipmenr ro include mlnimum 40 gallon ‘

- accumulator, two independent sources of pump power on each cVosmg unit
- installaion, and meet a!l API speciﬁcatrons e 4 4
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‘éf:.
HYDROGEN SULFEDE

D RBLLBNG OPEBATEONS PLA%

& HYDHOGEN SULFIDE TRA!NING

All personnel whether regularty assrgned contracted or employed onan

" unscheduled basis, will receive training from a qualified instructor in the
- following areas prior o commencing drilling operations on this well:

1. . The hazards and ‘characteristics ot‘ hydrogen sulfide (HZS)

2. The proper use and mamtenance of personal protective

equrpment and Itte support systems

3. - The proper use of HZS detectors alarms, warning systems

bneﬁng areas, evacuatlon procedures and prevarlmg winds.

4. The proper technlques tor first ard and rescue procedures

tn additton supervrsory personnel wrlt be tramed in the totlowmg areas:

1. . The effects of H,S on metal components. If high tensile

. tubulars are to be .used, personnel will be tramed in their
, specral mamtenance requrrements :

- 2. -Corective action and shut-in procedures when drilling or"

reworking a well and blowout preventron and well control
*procedures : :

3 »‘ The contents and requrrements ot the HZS Dnllmg Operatrons

i Plan and the Publac Protectron Plan.

o .?('There wtll be-an tnttlet trainrng sesston ]ust prtor to encountering a known oL
-~ .or probable H,S zone (within 3 days or 500 fest) and weekly H,S and well
- control drills for all personnel in each crew. The initial training s€ssion shall g
-+ " include a review-of the. site specific H,S Drilling Operations Plan and the .
- . Public Protection Plan. This plan shall be available at the well site. All -
-~ personnel will be requrred to carry documentanon that they have recerved o
7 the proper training o ; . '

L H.,s SAFEW EQUIPMENT AND SYSTEMS

Note AIIH S safety equrpment and systems wrlt be rnstalled tested and R
e operatlonat when drilling reaches a depth of 500 feet above, or three days -~ -~
"»’w:_,\,‘,.;_}pnor to penetratmg the t’irst zone contammg or reasonably expected to‘ B



o com;ain,HZS‘.

1 Well Control Equnpment

Flare line with electromc lgnuler or contmuous :‘

- pﬂot.

’Choke manifold with a minimum of one remote : -

choke

Blind rams,and pipe rams to accommodate all : ”

pipe sizes with properly sized closing unit.

'Auxiliary equipment to include:  annular

- . preventer, mud-gas separator, rotating head,

and ﬂare gun with flares.

2. ‘Protectlve equnpment for essential personnel

A

- for best coverage and response. These units

" Mark Il Survivesir 30-minute units located inthe
“dog house and at briefing areas, as md" cated on
well site di agram ‘ ‘

HZS detectlon and momtonng equment

2 porlable HoS monltor posmoned on location .

have - warning fights and audible sirens when
Hgs Ievels of 20 ppm are reached '

R ponable SOZ monitor posutxoned near ﬂare'» o
'i“lme ‘ o ‘

. ,_,,Vsual wammg systems

- Wind di recxzon mdicators as shown on we!l sne |
,}diagram ~ - ‘

. 'Cautlon/Da.nger s1gns shall be posted on roads o
- providing direct access to location. Signs will - -
- be painted a high visnblhty yellow with black™
.. lettering of sufficient size.to be readable-ata = .
i reasonable " distance . from the. immediale . .. -~ .-
- “location. . Bifingual' signs will be used when B

2 appropnate See example attached.

.......



. Mud Program: -

‘The-.mud program has been -designed o

- minimize the volume of H.,S circulated  to the .
~ surface. " Proper mud weighi, safe dilling
 practices, -and the use of HoS scavengers will
" minimize hazards when penetrating HZS'_ ’

.. bearing zones.

N
A
B,

-

A B

<A mud-Qas separator and an ‘HLZS gas‘ bu'sterw

will be uized.

| Meiaﬂurgy:

All drill strings, casings, - tubing, wellhead, .
blowout -preventers, diilling spool, kill lines,

- choke manifold and lines, and valves shall be
 suitable for H,S service. o

- All elastorners used for péckihg and seals shall :

Communication: - -~
Radio communications in company vehicles
. including cellular telephone and 2-way radio,
Lahdfﬁn’e’(telephone)“ communibétions at field
~office. . - B
. Welltesing: o
Drill stem testing - will be performed with a
. minimum number of parsonnel in the immediate = -
" vicinity’ which are 'necessary fo safely and

i -adequately - conduct the test. ‘The: drill stem

. testing will be conducted during daylight hours . =~

- and formation fluids will not be flowed to the -

. surfacs. - Al drill stem festing operations Lt
~ . ".conducted in an H,S environment willusethe = .
... closed chamber méthod ‘of testing. - - oo
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YOU ARE ENTERING AN st AREA
AUTHORIZED PERSONNEL ONLY

i EEAHDS OR CONTACT LENSE’S NOT ALLOWED o
2. HARD HATS REQUIRED : B
3. SHOKING IN DESIGNATED AREAS ONLY -
- 4. BE WIND CONSCIOUS AT ALL TIMES ;
& CK WHH MAHBOB FOREMAN AT MAIN OFFTCE

MARBOB ENERGY CORPORATION}'

1/565 748- 3303 ;f;¢,.




SURFACE USE AND OPERATING PLAN

Burch Keely Unit No. 921
660" FNL and 660’ FwlL
Section 25-175-29E

Eddy County, New Mexico

1.{c) Directions to Locations: From Loco Hills, proceed west on U.S. 82
for 3 miles. Turn south on lease road and proceed 7/10 miles.
Turn east on lease road and proceed 4/10 miles to location.

2. No new access road will be necessary.

4.(a) If productive, this well will use Satellite “E”.
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- B MARBUS ENERGY bUHP@RA GN AR
MRSW SURF@CE USE AND @PEEATRNG Plﬁ?@ BTN

SGRCH-E(EELY &é&éﬁ
Attached to Fomn 3160~3
| 1478, RZQE . _TATS.RB0E

SE/SEM CSecion 12 ALL Section 18
- AlL . Section 13 ALL Section 19
ALL  Section 23 ALL Section 30
AL Section 24 : '
AllL - Section 25

ALL ~ Section 26

Eddy Co'unty. New Mexico

1. Exushng Hoads

"(A)  The well site and elevatuon ptat for the proposed well Is shown, 1t was
- slaked by John West Engineering. 4 4

- (B) Al roads to the location are shown on Exhibut #2 of each mdwdual f
application. The existing roads are illustrated in red and ars adequals for
‘trave! during drilling and production operations. Upgrading of the road prior
to drilling will be done where necessary as delermmed dunng the onsnte,‘ ,

* inspecticn \
©) Dlrectlons to location wil be prowded for aach ma?wdual we!l appllcation

L D) Rcuune grading and malntenance of exlstmg roads wull be conducted as
. necessary to maintajn their concﬁﬁon as long as any operations continug on
.lhls!ease : 4 T e

2 - Proposed Acoess Hoad | |
" Extibit #2 of each appl‘cation will show lhe hew access road ( if necessary) bbe -

- constructed and will be ulluslraied in yelfow The road will be construcled as .
S f‘lollaws » R

4( ) The | ma:cmum wzdth of tha mnmng surface wxll be 10' ‘The road wrl! bs* o

-~ crowned and ditched and constructed of 6° of rolled and compacted caliche. -
... Ditches will be at 3:1 slope and 4' wide. Waler will be diverted where™ -
.- necessary to avoid ponding, prevent erosion, maintain good drainage, and .. - L

~ lo b consistent with local drainage patierns, = BLM may spec:fy any L
L muons or changes dunng lhe onsste mspecbon L



A

- '}: (C)

(E),

susmce UsE. .nwu apsmms ?Lﬁ%
PAGE2 .
-{B) .

The average grads wrll be less than i%.
No tumouts are planned, .. - g
" No culvarts, cattle guards gales low waler crossrngs or fenca curts are B

_necessary. - (
‘Surfacing material will consist of native carcha Cahche will be obtarned»

from the nearest BLM approved caliche pit. Any muonal malerials that -

- are requrred will be purchased from the dint contractor

3 Locauon of Existing Wells:

Exhibit #3 wdl show all existing weils within a one-half mrla radius of the weﬂ

4. Location of Existing and/or Promsed Faclmies |

(A)

Marbob Energy Corporation already has a collechon lacrhly set up for lhls;
lease. There are seven safellite collection points which separate the gas
from the production string before sending the ﬂurds lo ona of twa tank »

_ battenes The satellites are Iocated

Satellite A NEI4SEI4 . ’24-178-295
. Salefite B SE/4NW/4 19-178-30E
Satellita C - SEMNE/4 . 13-17S5-208
Satellite D - . SEMNE/M . . 23-178-20E .
.. Sateliite E SW/MSE/4 - . 23-178-29E -
-~ Sateliits F - SW/4NW/4 . 25-178-20E - -
VSaIeil'ta G ‘ SEI4NW/4 . 30-178-30E -
R The tank baﬂenes are located |
' Central Tank Battery . NW/4SE/4 - 24-178-29E
Salellrte E Tank Batlery SEI4SW/4 i 23-178-29E -

ERS ‘Each new well wrll usa lha Satellrte facrr ty nearest to it.

e
~c. 7 will be laid on the surlace following the exisling lease road Right- -0f-Way to

If the weﬂ is producﬁve. aors plastrc ﬂowl'ne (grade SDR 7 @ 285 sl) RS

. the Salellite or to the Central Tank Battery if the produclion from the wall .

- excseds the capacity of the Sateliits vessel Anticapared pressures in the ' - L i

Towine should ot exceed 75 psl.

B

 Ifthe well Is prodicive, power willba obiained from Cental Valley Eleclnc |
; ~,;'_Central Valley Elactnc will apply for ROW for lherr powsr Irnes L



. SURFACE use AND OPERATING pu;\m
PAGE 3 -

i the weil is producti‘ve,: rehabi!ita‘rion plans are as follows:

(1)  Topsoil removed from the drill site will be used to recontour the pit area and any
~ unused portions of the drill pad to the original natural level, as nearly as
possrbie and reseeded as per BLM specifications: ‘

5. Location and Type of Water Supply: .

The well will be drilled with a combination brine and fresh water mud system 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 over the existing and
proposed access roads. If a commercial fresh water source is nearby, fasline may be Iard
along exrstmg road ROW’s and fresh water pumped to the well No water well will be -
dnlled on the Iocatlon

6. . Source of Constructlon Materials:
- Al Caliche utilized for the drilling pad and proposed access road will be obtained from )
~ an existing BLM approved pit or from prevailing depaosits found Under the location. All .
' roads will be constructed of 6" rolled and compacted caliche. Will use BLM T
- recommended use of extra caliche from other locations close by for roads, if available: :

AN Methods of Handling Water Disposal:

Ca. AEI trash, junk and other waste matenal will be removed from the wells:te W|th|n 30
-days after finishing drilling and/or completion operations. All waste material will be’
B contained in trash cages or trash bins to prevent scattering. - When the job is .
‘A'completed all contents will be removed and dnsposed of i an approved samtary
- landfill.. . :

b 'The supplrer mcludmg broken sacks wrli pzck up slats remammg after compietlon of :
well. C - S ’

B e T



Surface. use and operatlng plan ’

PAGE4 " . D . :

0 e A porto;john will be‘ provided for the rig crews. This equipment will be properly

" maintained during the drilling and completlon operatlons and’ Wlll be removed when
all operatlons are complete S

d. -Dtsposal of fluids and cuttmgs below the fresh water zone will be transported by an
approved disposal company.

8.. - Ancillary Facilities:

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

‘ 9. Well Site Layout:
R a. ; Exhibit 3 shows the proposed well site layout with dimensions of the pad layout.
b, This exhlblt md:cates proposed locat!on of fresh water sump prts lf utrllzed and

Lo llvmg facilities..

B

c Mud pits in the active curculatmg system will be steel p|ts and a closed Ioop
o ;system Wlll be utlhzed

d. A fresh water/Cement P|t w1ll be on the pad and will be closed at the end of
- dnllmg operatlons : c

©10, :’Plans for Restoration of the‘Sur'face:

- .a. . After ﬁmshmg drilling and/or completlon operatlons, |f the well is found non-
... commercial, the caliche will be removed from the-pad and transported to the"
... original caliche pit or used for other drilling locatlons The road will be reclaimed
© . as directed by. the BLM. The original top. soil will agam be returned to the pad.
) fand contoured as. close as p055|ble, to the ongmal state.

.. b " The ldcatior'i and road will be rehabilitated eS‘recom(hehded liyﬁth,e‘v BLM...

T

C.-t Ifthe well is deemed commercrally productwe the reserve pit Wlll be restored as -
S }descrlbed in 10(A) w1thm 120 days subsequent to the completlon date Calfche




o SURFACE USE AND DPERATING PLAN
: PAGE 5

d. from areas ofthe pad site not requnred for operatrons will be reclaimed. The -
‘ original top soil will be returned to the area of the drill pad not necessary to
operate the well. These unused areas of the drill pad will be contoured as close
- as possible; to match the original topography :

11.  Surface Ownership:
~ The wellsite and lea:se is located on federal surface.
o (A)' " The area around the well site is grassland and the topsoil is sandy. The
vegetation is native scrub grasses with abundant oakbrush sagebrush yucca,
and prlckly pear.

(B) There is no permanent or tive water in the immediate area.

(C) - - A Cultural Resources Examination had been requested and will be forwarded to
the BLM office for each locatlon staked.

\ 34 Cﬁ;
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" The Marbob Energy Corporation’ representative ‘re‘span/sibb for assuring .

o .compliance with the surface use. plan is as follows:

- Johnny C.Gray
. Marbob Energy Corporation

Certlfi

‘deﬁm:

324 West Main, Sufte 103 -~ . -

- Post Office Box 227 - . .

Artesia, New Mexico 88211-0227
Phone: 505/748-3303 (offica)
505/885-3879 (home)

~

» I hereby cerify that I, or persons under my direct Supervision, have inspected the
proposed drillsite and aceass route; that | am familiar with the conditions which currently
exist; that the stalements made in this plan are to the best of my knowledge, true and
correct; and the work associaled with the operations proposed herein will be performed
by Marbob Energy Corporation and its contractors and subconiractors in conformily with
this plan and the provisions of 18 U.S.C. 1001 for the filing of a false statement.

Cown 53595




COPY

United States Department of the Interior
Bureau of Land Management

Carlsbad Field Office

Refer To: 3160-3
May 07, 2009

To: AFM, Lands & Minerals, CFO
From: Geologist, CFO
Subject: Geologic Review of Application for Permit to Drill
Operator: Marbob Energy Corporation
Well Name and Number: Burch Keely Unit #921
Location: 660' FNL & 660' FWL
Section: 25, T. 17 S., R. 29 E., NMPM
County: Eddy State: NM
Lease No.: LC-028784B Date Rec’d: 05/07/09

1. Surface Elevation 3,593’ Surface Geology Quaternary Aeolian

2. Geologic Marker Tops (from reports on surrounding wells):

Geologic Marker Depth
Rustler 348’
T/Salt 515

_Marker tops taken from the well log of the Atalaya No. 2 well located in the NE%SE‘/

T.17S,R.30 E,NMPM
RN . 7

(



Marbob Energy Corporation, Burch Keely Unit No.921 Page 2

Geologic Marker Depth

Rustler 302
Yates 1145
Seven Rivers 1404
Bowers Sand (SR) 1788’
Queen 2016’
San Andres 2713’
Lovington Sand 2820’
Glorieta 4131°
Yeso 4188’

Marker tops taken from the Burch Keely Unit No. 404 well located in the SE%NE%,@
17S,R.30E,NMPM / —

r

Geologic Marker Depth

Grayburg Loco Hills 2456’
Upper Metex 2546'
Middle Metex 2590’
Premier Sand 2648’
San Andres 2713
Lovington Sand 2807’
Keely 3260°

Marker tops taken from the Burch Keely Unit No. 25 well located in the NW%SE%@
17 S.,R. 30 E., NMPM_/

Geologic Marker Depth
Yates 1130’
Queen , 2005°
San Andres 2701
Glorieta 4124’

Marker tops taken from the Burch Keely Unit No. 303 well located in the NEYSEY4, gec. 18‘,\ T.

17S.R.30E;NMPM. > 7

Geologic Marker Depth
Yates 1106
Queen 1970°
San Andres 2670
Glorieta 4063'

Marker tops taken from the Burch Keely Unit No. 313 well located in the NW¥SWY, {sec. 18, T.

17S.,R. 30 E., NMPM
~

4



Marbob Energy Corporation, Burch Keely Unit No.921 Page 3

Geologic Marker Depth
Yates 1153
Seven Rivers 1414°
Bowers Sand ' 1796°
Queen 2024’
San Andres 2717
Lovington Sand 2821°
Glorieta 4154
Yeso Group 4216’

Marker tops taken from the Burch Keely Unit No. 396 well located in the SE%NE%{ sec. 18, T.
17S,R.30E, NM}?@7

‘
3. Fresh Water Information: Fresh water can be found in the strata above the Rustler Fm.

Originally in this area it was required to set surface casing down to the base of the Rustler
Formation based on water depths in sec. 21 and 27 at 425' and 390/, respectively. This
requirement opened discussions with an operator in the area who questioned the issue of
useable water occurrence because some of the casing depths seemed too deep in relation
to the top of the anhydrite. The operator stated that the water they have been encountering
in the anhydrite appears to be break through water from secondary recovery projects
(possibly because the anhydrite may be degrading into gypsum). An ex- employee of
Dowell now employed by the State Engineers Office has also indicated that this is the
case. Due to these discussions, the unknown quality of the waters cited above and the
lack of water wells in the Rustler Fm. for the following twp. T. 17 S., Rgs. 29, 30 and 31
E., NMPM, the surface casing for O&G wells need only to be set in the top 25 ft. Rustler
Formation. The Burch No. 8 Well is producing water from 315 to 320 feet located in
Section 19, T. 17S., R. 30E.

Deepest Expected Fresh Water: 320'

Does Surface Casing cover all anticipated usable fresh water zones? Yes, but operator
may be setting casing in salt. In this case, surface casing should be set approximately 345
feet as there appears to be a water bearing zone within the upper portion of the Rustler
Anhydrite. In this area, the operator should avoid setting casing in the very base of the
Rustler Anhydrite as it appears that possibly the Rustler in this zone may consist of
Gypsum (CaSO4 * 2H,0) with a hardness of “2” on Mohs Hardness Scale instead of
anhydrite (CaSO,) with a hardness of “3.0 — 3.5”. If this has occurred, the Rustler
Anhydrite will be softer and less competent to set surface casing if there is brine in the
top of the Salado Formation. If this is the case, then the base of the Rustler Anhydrite
should be avoided as far as being the depth of setting surface casing. Other formations to
be avoided in setting casing is the Salado Group, the Yates Formation, the Bowers Sand
Member of the Seven Rivers Formation, and the Queen Formation.
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If no, set surface casing to  feet.
Controlled Water Basiﬁ: Yes
Capitan Carlsbad Roswell X Lea No basin

Remarks: Witness setting surface casing at approximately 345 feet in the tight section of
the Rustler Anhydrite and above the salt. Avoid setting surface casing in the lower part
of the Rustler Formation in this area as it appears to be subject to washing out,

Dota from pr<lis to N Eh ZL syopot ST,
4. Geologic Hazards? Yes A2/ )z/e//ﬁ s oL - )75 -2
Z0-0)5 020827 20— /6 —03/27
H,S X Karst Abnormal Pressures Other X Fo-0/F05

Remarks: H,S has been reported five times in Federal X lease well completed in the
Fren (?), Fren Seven Rivers and Grayburg Jackson, located in the NE/4SW'4 Marbob
Energy Corporation, Randy Federal #1 of Sec. 21, T. 17 S., R. 30 E., NMPM, Eddy
County; measuring 1,900 in the Gas Streams and 20 ppm. in STVs. H,S has been
reported numerous times in an ETZ State Unit well completed in the Grayburg Jackson,
San Andres and Queen, located in the NE¥4NEY: of Sec. 17, T. 17 S.,R. 30 E.,

NMPM; measuring 1,600 ppm. in the Gas Streams and 1,500 ppm. in STVs. H,S has
also been reported five times in a McIntyre A lease well (four times in the Grayburg
Jackson and once in the South Loco Hills Morrow), located in the NW2SEY: of Sec. 20,
T. 17 8., R. 30 E., NMPM; measuring 10,000 ppm. in the Gas Streams and 4,000 ppm. in
STVs. Possible loss of circulation in the Grayburg in the Loco Hills, Metex, and Premier
Sand Members. Possible loss of circulation in the Lovington Sand Member of the upper
San Andres Formation. Possible loss of circulation in the porous Slaughter Zone of the
San Andres Formation. Possible brine and water flows in the Salado and Artesia Groups
especially in the Bowers Sand of the Seven Rivers Formation. There is a low potential for
the occurrence of karst type features in this area. The total depth for this well is
propesed at 4,800 feet which will make this well a Yeso test as the Yeso Group
comes in at approximately 4,310 feet according to the Polaris B Federal No. 4 Well
located in the NEV4ANWY4, sec. 17, T. 17S., R. 30E., NMPM. Based on this
information, the proposed well location will probably reach total depth at 4,800 feet
within the Blinebry Formation of the Yeso Group. There is some indication that there
may be some faulting in the area shown on the log of the Burch Keely No. 380 well. It
appears that some of the shallow formations as old as the Salado Formation may appear
to repeat themselves when this well is drilled.
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Note: a well in sec. 35 lost circulation at 435 to 600 ft. in the Rustler Formation possibly
from the Rustler Anhydrite degrading into gypsum. Lost circulation in the Rustler
Anhydrite in Section 35 could have also occurred as a result of disruption of the anhydrite
by faulting forming breccia and cracks in the anhydrite, particularly on the upthrown side
of the possibly existing fault.

5. Other Mineral Deposits: Possible Halite and other associated salts in the Rustler Formation,
and the Castile and Salado Groups. Extensive sand deposits present.

6. Potash:

Secretary's '
Oil-Potash Area R-111-P Area Not Applicable X

7. References:
New Mexico State Engineer's Water Well Listings;
Eddy County H,S List;
Hendrickson, G.E. and R.S. Jones. Geology and Ground-Water Resources of Eddy
County, New Mexico, Ground Water Report No. 3. 1952. New Mexico Bureau of Mines
and Mineral Resources, Socorro, New Mexico.

Oil and Gas P&A Files

8. No active mining claims are located in this vicinity.

Geologist Signature: __ Jerry B. Fant Date: 05/07/09




: PECOS DESTRICT
CONDETEONS OF APPROVAL

OPERATOR’S NAME: MARBOB ENERGY CORPORATION
. "LEASENO.: | LC028784B . . .
WELL NAME & NO.: | BURCH KEELY UNIT #921 .
SURFACE HOLE FOOTAGE: | 669’ FNL & 660’ FWL -
BOTTOM HOLE FOOTAGE | SAME ’
LOCATION: | Section 25, T. 17 S, R 29 E. NMPM

COUNTY: | Eddy County, New Mexico -

-TABLE OF CONTENTS

Standard Conditions of Approval (COA) apply to this APD. If any deviations to theoe standards existor -
special COAs are required, the section with the deviation or requirement will be checked below. ‘

[ ] General Provisions

| Permit Expiration . '
(] Archaeology, Paleontology, and Historical Sltes
. [ ] Noxious Weeds
' X Special Requirements
- Lesser Prairie Chicken
“Cave/Karst -

VRM

Cultural
X Construction
. Notification

Topsoil oo

Closed Loop System , :

Federal Mineral Materlal Plts
- Well Pads | . ’
' Roads

EI Road Section Dlagram :
" X Drilling -
‘Onshore Order 6 requlrements :
o Master Development Plan revnsnon

[X] Production (Post ]Drlllmg) '
: Pipelines - ) S L
[X] Reseeding Procedure/Interim Reclamatlon
' D Fmal Abandonment/Reclamatlon Coe e el




GENERAL PROVKSEON S

g The approval of the Apphcatlon For Permit To Dr111 (APD) isin cornphance Wlth all L

- applicable laws and regulations: 43 Code of Federal Regulations 3160, the lease terms, . -

Onshore Oil and Gas Orders, Notices To Lessees, New Mexico 011 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 Authorlzed Officer on Form 3 160-5, Sundry Notlces and Report on
Wells

" II. PERMIT EXPIRATION

If the permit terminates prior to drilling and drilling cannot be commenced within 60 "
days after expiration, an operator is required to submit Form 3160-5, Sundry Notices and
" Reports on Wells, requesting surface reclamation requirements for any surface . '
disturbance. However, if the operator will be able to initiate drilling within 60 days after.
the expiration of the permit, the operator must have set the conductor pipe in order to
allow for an extension of 60 days beyond the expiration date of the APD (F1hng ofa
‘ Sundry Notice is requ1red for this 60 day extens1on ) :

L ARCHAEOLOGICAL PALEONTOLOGY&HISTORECAL SITES

Any cultural and/or paleonto]oglcal resource dlscovered by the operator or by any person, L
-working on the operator s behalf shall immediately report such findings to the Authorlzed‘ B

~ 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 dlscovery The operator shall be held responsible for the cost of - . L

~ the proper mitigation measures that the Authorized Officer assesses after consultation
-with the operator on the evaluation and decisions of the dlscovery Any unauthonzed

. collection or disturbance of cultural or paleontologlcal resources may result ina.
C shutdown order by the Authorlzed Ofﬁcer o

IV NOXEOUS WEEDS

The operator shall be held respon51ble 1f noxious weeds become estabhshed within the .

areas of operations. Weed control shall be required on the: disturbed land ‘where nox1ous B S ‘

" weeds exist, which includes the roads, pads, ‘associated pipeline corridor, “and adj acent ‘
- land affected by the estabhshment of weeds due to this action. The operator shall consult» ‘

- with the' Authorized Officer for acceptable weed control methods Wthh mclude SR R -

B B followmg EPA and BLM requxrements and pohcles IR

Page2of18 . .



© V. SPECIAL REQUIREMENT(S) =

. Timing Limitation Stipulafi&in/Condition of Approval for Lesser Prairie-Chicken: Oil and -

. gas activities including 3-D geophysical exploration, and drilling will not be allowed in~ ~ |
lesser prairie-chicken habitat during the period from March 1st through June 15th
annually. During that period, other activities that produce noise or involve human
activity, such as the maintenance of oil and gas facilities, geophysical exploration other

~ than 3-D operations, and pipeline, road, and well pad construction, will be allowed except

- between 3:00 am and 9:00 am. The 3:00 am to 9:00 am restriction will not apply to. .

" normal, around-the-clock operations, such as venting, flaring, or pumping, which do not
require a human presence during this period. Additionally, no new drilling will be
allowed within up to 200 meters of leks known at the time of permitting. Normal vehicle

_ use on existing roads will not be restricted. Exhaust noise from pump jack engines must - ‘

-be muffled or otherwise controlled so as not to exceed 75 db measured at 30 ft. from the
source of the noise. '

‘Ground-level Abandoned Well Marker to avoid raptor perching: Upon the plugging and
subsequent abandonment of the well, the well marker will be installed at ground level on." :
a plate containing the pertinent information for the plugged well.  For more installation = -

f details, contact the Carlsbad Field Office at 575-234-5972. ' : ’

. Page3ofl8 - o
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. CONSTRUCTION - -
'A. . NOTIFICATION

". The BLM shall administer compliance and monitor construction of the access road and
_well pad. Notify the Carlsbad Field Office at (575) 234-5972 at least 3 working days

prior to commencmg constructlon of the access road and/or well pad.

When constructlon operatrons are belng 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 o;aerator shall stockpile the topsoil of the well pad: The topsoil to be strir)ped is
approximately 6 inches in depth. The topsoil shall not be used to.backfill the reserve p1t

.and will be used for interim and final reclamation.

C‘. CLOSED LOOP SYSTEM

'Although thisis a closed loop systern and 1o reserve pits w1ll be utlhzed the v—door will
‘be on the East 51de of the location. :

' YTanks areArequired for drilling operatiorrs: No Pits.

_The operator shall ‘properlydispose of drillmg contents at an authorized disposal site.

.D.. 'FEDERAL MINERAL MATERIALS PIT

| ;If the operator elects to surface the access'road and/or well pad, mineral materials

'\ extracted during construction of the reserve pit may be used for surfacmg the well pad

N ‘and access road and other facﬂltres on the 1ease

‘erayment shall be made to the BLM prlor to removal of any addltlonal federal mmeral

* . materials from any site other than the reserve pit. Call the

E Carlsbad Field Office at (575) 234-5972.

- "_E WELL PAD SURFACING

Surfacmg of the well pad 18 not requlred

If the operator elects to surface the well pad the surfacmg materlal may be requlred to be
removed at the trme of reclamatlon o : . . el




S The well pad shall be constructed in a manner Wthh creates the smallest p0551b1e surface_ S
e d1sturbance cons1stent with safety and operatronal needs. ' R

L VF‘ ON LEASE ACCESS ROADS

E Road Width (

. The access road shall have a driving surface that creates the smallest p0551b1e surface
disturbance and does not exceed fourteen (14) feet in width. The maximum width of

" ‘surface dlsturbance when constructlng the access road, shall not exceed thirty (30) feet.

a Surfacmg :

" Surfacing material is not requlred on thé new access road dr1v1ng surface If the operator-

_elects to surface the new access road or pad, the surfacrng material may be required to be
xremoved at the tlme of reclamatron

L 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

y areas that may sustaln standing water.

o The 'Authorized Officer reserves the ri ght to require s‘urfacing 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

. :’f field development. The surfacmg depth and type of materlal wrll be determined at the
-time of notlﬁcatlon o : S

B Crownmg : : :
- Crowning shall be done on the access road drlvmg 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 Frgure 1; cross section and plans for typ1ca1 road constructlon

o Dltchmg - ‘
B <D1tch1ng shaH be requrred on both s1des of the road

‘Turnouts ; i" " ' * S
Vehicle ‘turnouts shall be constructed on the road Tumouts shall be intervisible with

o . interval spacing drstance less than 1000 feet. Turnouts shall be constructed on all. bhnd
L ,\;curves Tumouts shall conform to the followmg dlagram ' .

" Standard Turnout — Plan View

- '14?‘_ i-;f-'--—-‘-’-‘-‘-r-- Centerlme ofRoad Dnvmg Surface """"‘f";"y“'"""'\'
..* A‘ 2 $ 10’ o - 2 ;41 ., i

. 50,“,» ‘
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. ~Dramage . = : l N »
~ Drainage conttol systems shall be constructed on the entire length of road (e g drtches
" sidehill outsloplng and. msloplng, lead- off dltches culvert 1nstallatron and low water -
’crossmors) : R : '

; ;A typical lead-off ditch has aminimum depth of 1 foot below and a berm of 6 inches o
-above natural ground level The berm shall be on the down-slope side of the ]ead off

h ditch.

¢

Cross Sectlon of a Typlcal Lead-off Dltch

| Mmunum Depth

67 N\
¢ Berm

on
" Down Slope .
© . Side

‘ Natural 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
o amended dependlng upon exxstmg soil types and centerhne road slope (in-%);

Formula for Spacmg Interval of Lead—off Dltches

t Example On a 4% road slope that is 400 feet long, the water ﬂow shall dram water
. 1nto a lead off d1tch Spacmg 1nterval shall be determined by the followmg formula

400 foot road w1th 4% road slope 400' +100'= 200' lead off ditch mterval ‘
: . ST A%

o 'V\Culvert Installatxons " _ 4 ,
. Appropnately 51zed culvert(s) shall be mstalled at the deep waterway channel ﬂow
\crossmg o . B ,

: Cattleguards ' : -
“An appropriately sized cattleguard(s) sufflc1ent to carry out the pl'O] ect shall be 1nstalled ‘

o \ ‘and mamtamed at fence crossmg(s)

“Any ex1stmg cattleguard(s) on the access road shall be repalred or replaced if they are. .

. *. damaged or have deteriorated beyond practical use: ‘The operator shall be responsible forj
oy othe cond1t1on of the exrstmg cattleguard(s) that are in place and are utlhzed durlng lease ‘
I operatlons , R C - : S

- g: 1A gate shall be constructed and fastened securely to H braces ;; o
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’Fence Requlremem
.Where entry is required across a fence line, the fence shall be braced and t1ed off on both
51des of the passageway prlor to. cuttmg ' - : ‘

' ot
.

5

B ‘The Operator shall notlfy the pnvate surface landowner or the grazing allotment ho]der

pnor to crossmo any fence(s)

" Public Access -
Public access on this road shall not be restrlcted by the operator without spec1ﬁc wrrtten
approval granted by the Authorized Officer.
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VH DRELLING |
: A DRlLLING OPERATIONS REQUIREMENTS

“The BLM 1s to be not1ﬁed a minimum of 4 hours m advance for a 1epresentat1ve [
Wrtness ' o ‘ : '

’Spuddmg well
Setting and/or Cernentmg of all casrno strmgs
c. BOPE tests

o e

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

1. A Hydrogen Sulfide (H2S) Drilling Plan should be activated 500 feet prior to drilling -
. into the Yates formation. As a result, the Hydrogen Sulfide area must meet '
- Onshore Order 6 requirements, which includes equipment and personnel/public
" protection items. If Hydrogen Sulfide is encountered, please provrde measured
"~ values and formatlons to the BLM , :

’ 2.‘ Unless the productron casing has been run and \cemented or the well has been - - -
. properly plugged, the drrlllng r1g shall not be removed from over the hole Wlthout
e prror approval ‘ . e ,

3k Report Rustler and Top of Salt on_Completion Report.‘ -

B CASING
."Changes to the approved APD casing and cement program requlre submlttlng a
sundry and receiving approval prior to work. Failure to obtain approval prnor to
< work Wlll result in an Incrdent of Non- Compllance bemg 1ssued

o , *'Centrallzers requlred on surface cas1ng per Onshore Order 2 II1. B 1 f.

B ,Want on cemient (WOC) tlme for a prlmary ‘cement _]Ob w1ll be a minimum 18 hours o
~ for a water basin, 24 hours in the potash area, or 500 pounds compressrve strength, AR 5
o ‘whlchever is greater for all casing strings. - Provrde compressive strengths including -~ '
FE hours to reach required 500 pounds compressive strength prior to cementing each - ,
., casing, strlng See 1nd1vrdual casmg strrngs for detalls regardnng lead cement slurry o
o ~;,'requnrements R - -k r S

. No’ pea gravel permrtted for remedral or fall back remedlal wrthout prnor \*
e -~Aauthorlzatlon from the BLM engrneer o ‘ 3 : L
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Possnble lost c1rculatlon in the Grayburg and San Andres formatlons
Possnble water ﬂows n the Salado and Artesna Groups

The 8- 5/8 mch surface casrng shall be set at approxnmately 345 feet (2 minimum of.
25 feet into the Rustler Anhydrlte and 25 feet above the salt) and cemented to the "
surface o

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 a surface log readout will be used or a cement bond log shall be .
run to Verrfy the top of the cement.

~ b. Wait on cement (WOC) tlme for a primary cement job is to mclude the
“lead cement slurry.

“c. Wait 'on cement (WOC) time for a remedial job will be a minimam of 4 hours
after bringing cement to surface or 500 pounds compresswe strength

whichever is greater.

d. -If cement falls back remedlal cementmg w111 be done prlor to drilling out that
strmg -

2 The minimum requlred ﬁll of cement behlnd the 5- 1/2 1nch productron casmg is:
a. Flrst stage to DV tool cement shall

|E Cement to cnculate If cement does not 01rcu1ate contact the approprrate BLM
- . office, before proceeding with second stage cement job. ‘

b : Second Stage ab0ve DV tool, cenient shall:

XI Cement should tle-back at least 200 feet 1nto prev1ous casing string. Operator
*. estimating TOC of 100’ Operator shall provnde method of verlfncatlon

4. If hardband dr111 plpe is rotated 1ns1de casmg, returns will be momtored for metal If
o meta] is found in samples, drill pipe \ will be pulled and rubber protectors which have a

larger diameter than the tool joints of the dnll plpe will be mstalled pnor to" Lo

. contmulng dr1111ng operatrons

ERTO PRESSURE CONTROL

L ; 1 ‘—‘:’All blowout preventer (BOP) and related equrprnent (BOPE) shall comply w1th well R
: " control requlrements as descrlbed in Onshore 011 and Gas Order No 2 and API RP 53, 1 " Lo

h Sec 17

[T
Yo,
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- 2. The approprrate BLM. ofﬁce shall be not1ﬁed a minimum of 4 hours in advance for a
representatwe to w1tness the tests ) : IR

b

oa.

“ The tests shall be done by an independent s'ell’vi'ce company Lo

The results of the test shall be reported to the appropnate BLM ofﬂce

All tests are requlred to be recorded ona cahbrated test chart. A copy of the

BOP/BOPE test chart and a copy of independent service company testwillbe . .+~

submltted to the appropriate BLM office.

The BOP/BOPE test shall 1nclude 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.

Effective November 1, 2008, no variances will be granted on rednced
pressure tests on the surface casing and BOP/BOPE. Onshore Order 2
requlrements will be in effect.

D. DRILL STEM TEST

' If drlll stem tests are performed Onshore Order 2. III D shall be followed

E. MASTER DEVELOPMENT PLAN

The master development plan should be rev1sed to reflect the Upper Yeso as part of the
formation list. The amendment to the Unit Agreement stated the Upper 500’ of the .
Paddock. This should be the Yeso as the Paddock formation is not 500? thick. The

- .. Geological Name of the surface formation should be defined more clearly since
" “Permian” includes formations from the Rustler to the Wolfcamp The APD states 3M .

'BOPE, but the inside cover page states that a 2M will be used. In ‘addition, the plan ...
s_hould be revised with regards to closed loop systems in main plan and H2S plan, -
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PRODUCTEON (POST DMLLENG)

oA WELL STRUCTURES & FACILITIES

Placement of Productlon Facllltles

. Production facilities should be placed on the well pad to allow for maximum InterIm
, recontourlng and revegetatlon of the well locatron

Contamment Structures

‘The containment structure shall be constructed to hold the capaCIty of the entire contents

“of the largest tank, plus 24 hour production, unless more stringent protective
requrrements are deemed necessary by the Authorized Ofﬁcer

, Pamtmg Requnrement
~ All above-ground structures Includlng meter housrng that are not subJ ect to safety
- requirements shall be painted a flat non-reflective palnt color :
- "Shale Green Munsell Soil Color Chart # 5Y 4/2-

) - VRM Facrlrty Requrrement

B, ',  PIPELINES.

. STANDARD STIPULATIONS FOR SURFACE INSTALLED PIPELINES

A copy of the APD and attachments, mcludmg stlpulatlons, survey plat and/or map, will be -

~+ on location during construction. BLM personnel may request to you a copy of your permIt

durmg constructlon to ensure compllance with all stlpulatlons

o ,Holder agrees to comply WIth the followmg st1pulat1ons to the satlsfactron of the
o Authorlzed Ofﬁcer : :

1. The holder shall 1ndemn1fy the Unlted States agalnst any habrlIty for damage to 11fe or o

. property arrsrng frorn the occupancy or use of publlc lands under thIS grant f S

2 The holder shall comply wrth all apphcable Federal laws and regulatlons eXIStIng or o

. 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, prov1srons on polychlorinated biphenyls, 40 CFR 761.1-761.193.) -

3 ‘Addrtlonally, any release of toxic substances (leaks, spills, etc.) in excess of the §
. " reportable quantity. estabhshed by 40 CFR, Part 117 shall be reported as required by, the .
T Comprehensive Environmerital Response Compensatlon and Liability Act, section 102b.

ﬂ A copy of any report required or, requested by any Federal agency or State government as -
oa result of a reportable release or spill of any toxic substances ‘'shall be furnished to the .’
- .. authorized officer concurrent WIth the ﬁlrng of the reports to the 1nvolved Federal agency
S er State government : - « : : S
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3 The holder agrees to mdernnify the Umted States agamst any habihty arislng frorn the»- ‘

" release of any hazardous substance or hazardous waste (as these terms aré defined in the

‘ Comprehenswe 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 nght of-Way (unless the release or threatened release is wholly unrelated to . -

__* activity of the Right-of-Way holder's activity on the Right-of-Way), or resulting from the
" activity of the Right-of-Way holder on the Right-of-Way. This agreement applies

without regard to whether a release is caused by the holder, its agent, or unrelated third

parties.

4. The holder shall be liable for damage or injury to the United States to the extent

provided by 43 CFR Sec: 2883.1-4. The holder shall be held to a standard of strict.
liability for damage or injury to the United States resulting from pipe rupture, fire, or
spills caused or substantlally aggravated by any of the followmg within the right of-way

Lo-or permit area:

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

™

‘ b R g Activities of other parties including, but not limited to:

(D Land cleanng : :
. (2). Earth-disturbing and earth—movmg work
(3) Blasting. . - , N

(4) Vandahsm and sabotage

AR - a ActsofGod

.The maximum limitation for srich 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 neghgence of the )urisdictlon in Whlch the damage or-

- injury occurred. \ . e : ‘ »

’ 'This sectlon shall not impose strict habihty for damage or injury. resultlng primanly from f
: lan act of war or from the negh gent acts:or om1s51ons of the United States BN

- 5. If durmg any phase of the constructlon operation marntenance or termrnation 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 oll, salt water, or other pollutant, wherever found, shall be the responsibility of -
.- - the holder regardless of fault. ‘Upon failure of the holder to ‘control, dispose of, or clean -
e up such ‘discharge on or affecting Federal lands, or to repalr all damages resultlng '
.. -itherefrom, on the Federal lands, the Authonzed Officer may take such measures as he -
.t deems necessary to control and clean up the discharge and restore the area, mcludmg, .- ‘
e '"Where approprlate the aquatlc env1ronment and fish and Wlldhfe habltats ‘at the full
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| 'l“\”{expense of the holder Such actron by the Authorrzed Ofﬁcer shall not rel1eve the holder o

of any respon31brl1ty as provrded hereln

- 6 All constructron and mamtenance actrvrty w1ll be conﬁned to the authonzed 1i ght of— ; ,' .

’ _-rway W1dth of = 25 ‘ feet

" “j7 No bladlng or clearmg of any vegetatlon w1ll be allowed unless approved n wntrng

T by the Authorrzed Officer. -

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

~ these features ' ‘ :

9. The pipeline shall be buried with'a minimurn 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 forrner state w1th no bumps or dips remarnlng in the road surface.
10: The holder shall minimize dlsturbance to 'ex1st1ng fences and other 1mpr0vements 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 dlsturbmg 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
. "ﬂ("approved by the Authorlzed Ofﬁcer ‘ R

11 In those areas Where erosion control structures are required to stablhze soil .
~- conditions, the holder will install such structures as are suitable for the specific s01l
conditions being encountered and Whrch are 1n accordance with sound resource
) \management pract1ces ‘ s " ' .

e 12 Exeludrng the pipe, all above-ground structures not subject to safety requlrement .

" ) 'gshall be painted by the holder to blend with the natural color of th¢ landscape. The paint . h

S ;4 - used shall be a color which simulates "Standard Environmental Colors" — Shale Green,
e *._ Munsell Soil Color No. SY 4/2 des1gnated by the Rocky Mountarn FlVC State
SRRTI .“lnteragency Commlttee ‘ : oo .

e 13 The prpelme will be identified by srgns at the pomt of or1g1n and completlon of the ',‘

‘ "fl»‘“{i right-of-way and at all road crossings. At a minimum, signs will state the holder's name; . -
“BLM serial nurnber and the product being transported Srgns will be marntamed mna °-

o \‘f"‘leglble condltron for the llfe ofthe plpehne R S e
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- 14 The holder shall not use the plpehne route as a 1oad for purposes other than routlne o
‘ ,malntenance as determined necessary by the Authorized Officer in consultation w1th the.

_ holdet, The holder will take whatever steps are necessary to ensure that the plpehne B

- ‘route is not used as a roadway RN ~

‘ ;15,' Any cultural a’nd/ or paleontolo’gical resource (historic or prehistoric site or object) '
discovered by the holder, or any person working on his behalf, on public or Federal land -
shall be immediately reported to the authorized officer. Holder shall suspend all -
operations in the immediate area of such discovery until written authorization to proceed
is issued by the authorized officer. An evaluation of the discovery will be made by the
authorized officer to determine appropriate cultural or scientific values. The holder will -
be responsible for the cost of evaluation and any decision as to proper. mitigation

.. measures will be made by the authorized officer after consulting with the holder.
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IX ENTEREM RECLAMATION & RESEEDING PROCEDURE
. A INTERIM RECLAMATION

If the well isa producer 1nter1m reclamauon shall be conducted on the well site in ‘

E accordance w1th the orders of the Authorized Officer. The operator shall submit a Sundry
Notrces and Reports on Wells (Notlce of Intent) Form 3160- 5 pnor to conducting - ‘
1nter1m reclamatron

,»During the Iife 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.

Operators should work with BLM surface management specialists to devise the best .
. strategies to reduce the size of the location. Any reductions should allow for remedial
- well operations, as well as safe and efficient removal of oil and gas. :

During reclamation, the removal of caliche is important to increasing the success of
revegetating the site. Removed caliche 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 A
workover operations will be allowed. If there is significant disturbance and loss of

- vegetation, the area will need to be revegetated. Communrcate Wlth the appropnate BLM -

h' 'ofﬁce for any exceptlons/exemptlons if needed ‘ : :

: o B RESEEDING PROCEDURE

‘ "'-Once the well has been dnlled completlon procedures have been accomphshed and all
‘ trash removed reseed the locatlon and all surroundrng dlsturbed areas as follows: -
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Seed erture for LPC Sand/Shmnery Srtes

N : . f The holder shall seed all d1sturbed areas Wrth the seed m1xture l1sted below The seed 1 R S
et nnxture 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 avarlable for inspection by the authorized officer.

Seed will be planted using a dr111 equrpped 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

A, _ - 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 completlon of at least one full
- growmg season after seedlng A '

. Specnes to be planted in pounds ofppdre live seed* per aereg

¥ ; ‘S‘pecies S S . . Ib/acre - .
" Plains Bristlegrass -~ L 51bs/A :
~ SandBluestem . .. - . .- Slbs/A
“ Little Bluestem ~ .~ - . - -7 3lbs/A ,
 BigBluestem - oo v o 6lbs/A
~ - Plains Coreopsis- -~ . -~ " - 2lbs/A .
Sand Dropseed‘ CR T L
'.’",?»'"**Four-wmged Saltbush” - - . 'srbs/A‘.»“'

. *This can be used around well pads and other areas Where cahche cannot be

Ces f‘removed

T v*Podnds ofpur.eli've,seed;j . :", L S

e Pounds of 's\eed X\percent purity x percent"gerrnination‘ = pounds pure live seed o

L PagelToflg i




Ry X FENAL ABANDONMENT & REHABEMTATION REQUIREMENTS :

) Upon abandonment of the well and/or When the access road i1s no Ionger in service the
o Authorized Ofﬁcer shall issue 1nstruct10ns and/or orders for surface reclamatlon and
. restorat1on ofall dlsturbed areas. © - -

1 On prlvate surface/federal mineral estate 1and the reclamatlon procedures on the road and .
well pad shall be accomphshed in accorddnce with the prlvate surface land owner
agreement : .
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