B ‘ AT5-10-429

Ow.‘.«n ’j‘liKTFQ’A ’ EA g /D ) \75%
EANSY, FORM APPROVED

OMB No. 1004-0137
Expires March 31, 2007

s\A UNITED STATES - ~
oCP PRTES 2 ARTVENT OF THE INTERIOR 5. Lease Sert Mo
BUREAU OF LAND MANAGEMENT NM-14778

. If Indian, All Tribe N
APPLICATION EQR PERMIT TO DRILL OR REENTER 6. 1 Indian, Allotee or Tnbe Neme

[

7 If Unitor CA Agreement, Name and No.

la. Typeofwork: [KX|DRILL [ -IREENTER
' 8. Lease Namc and Well N\ ;

tb. Typeof Well:  [fX]oi wet [ JGaswelt [ Joter KX]ingle Zone [ _|Multiple Zone  |MESCAL "22" FEDERAL #ZH
> gémxe oég %%%'CES LLC (7- {J7f? %;{lb h 432-685-1287) 47 WC“NO
s . e ifkelbac -685~ g
208/ £ 377}‘?(— ,
32 Address 3b. Phone No. (include area code) 10, Field and Pool, or Exploratory L?éZ/Z
P. 0. BOX 2064 MIDLAND, TEXAS 79702{ 432-685-1287 WONE SPRINGS .2
4, Location of Well (Report location clearly and in accordance with any State req‘mrememx. Y Uns 9 11. 8ec,, T.R. M or Blk.and Survey or £rea

Anvk
At surface 880" FSL & 560' FEL SECTION 22 T25S-R29E EDDY CO. NM

ECTION |22  T25S-R29E
At proposed prod. zane 660' FSL & 330' FWL SECTION 22 T258-R29Eanh_ m SEC

14. Distance in miles and direction from nearest town or post office* 12. County ar Panish 13. State

Approximately 15 miles Southeast of Malaga New Mexico EDDY CO. M
15. Distance from proposed* 16. No. of acres in lease El Spacing Unitdedicated tothis well.-

location to nearest .

roperty or lease line, ft. 550 1280 160

‘(JAlso tonearest drig. unit line, if any)
18. Distance from proposed location* : 19. Proposed Depth 20. BLM/BIA Bond No. on file

to nearest well, driling, completed, NA TVD-7500

applied for, on this lease, ft. MD-11,725" NMB-000244
21. Elevations (Show whether DF, KDB, RT, GL, ete) 22 Approximate date work will start* 23, Estimated @ation

3071'" GL - WHEN APPROVED A 27 days

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

1. Well plat certified by a registered surveyor. 4. Bond to cover the operations unless covered by an existing bond on file (see
2. A Drilling Plan. ltem 20 above).
3 A Surface Use Plan (if the location is on National Forest System Lands, the | 5. Operator certification
SUPOQ shall be filed with the appropriate Forest Service Office). . 6. Such other site specific information and/or plans as may be required by the
o «authorized officer. |

25, Signatur Name (Printed/Typed) ‘ Date
// Joe T. Janica ' | 05/05/10
Title l
it Eng. o\

Approved by (Signature) Name (Printed/Typed) Date
/s/ Don Peterson /s/ Don Peterson JUN 162010
Tiile Office
FIELD MANAGER CARLSBADFIELD QFFICE
Application approval does not warrant or certify that the applicant holds legal arequitable title to those rights in the subjectlease which woul\d/ entitle the applicantto
conduct operations thereon.
Conditions of approval, if any, are attached. APPROVAL FOR T\N|O

Title 8 U.S.C. Section 1001 and Title 43 U.S.C. Secuon 1212, make ita crime forany person knowingly and willfully to make to any dcpanmen[ or agency of the United
States any false. fictitious or fraudulent statements or representations as to any matter within its jurisdiction. ‘

rflstrucaons on page 2 Carlsbad Controlled Water Basin - \ !
SEE ATTACHED FOR /C % _— | ,,
CONDITIONS OF APPROVAL & Speci sopu o Reairmeit
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*DISTRICT I

1625 N. French Dr., Hobbs, NM 88240

DISTRICT II

State of New Mexico

Energy, Minerals and Natural Resources Department

Form C-102

Revised October 15, 2008

Submit one copy to appropriate
_ 1301 W. Grand Avenue, Artesia, NM 88210 District Office
DISTRICT I OILL. CONSERVATION DIVISION
1000 Rio Brazos Rd., Aztec, NM 87410 1220 South St. Francis Dr.
Santa Fe, New Mexico 87505
DISTRICT 1V
1220 S. St. Francis Dr., Santa Fe, NM 87505
g (0 AMENDED REPORT
WELL LOCATION AND ACREAGE DEDICATION PLAT
API Number Pool Name

UJlLow LAae

1
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I

I

|

I
_|_

I

I

I

Pogl-Code
Z0~21% —-}’7?}{7 M 6217 CORRAE—BRAWLBONE SPRING , Sur THEAST
Property Code Property Name Yell Number
33 MESCAL "22” FEDERAL 2H
OGRID No. Operator Name Elevation
217955 OGX RESOURCES, LLC 3071
Surface Location
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line County
P 22 25 S |29 E 880 SOUTH 560 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 East/West line County
M 22 25 S | 29 E 660 SOUTH 330 WEST EDDY
Dedicated Acres Joint or Infill Consolidation Code Order No.
160
NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION
OPERATOR CERTIFICATION

% ! | SURFACE LOCATION
PROPOSED BOTTOM N
HOLE LOCATION \2%[9 §9 Lot - N szassaae
lat - N 32°06'35.96" . & ong -
Long - W Joz5847.23" :S} S| "66"@0@ | NMSPCE= L 17178
NMSPCE- ¢ 650801.890 | Q’_QS Q(/’\/ | & | (NAD-83)
(NAD-83) g S 2
| S e |
I < | >0
ol _I | o,
1 1 1 g
&, 308117 _3073.2
, I NM-14778 o [T
I J[ i44211 -:'_ Y o
3] - | RSP [-====--=""7" I | sL
z | | [
3072.1" & 30B5.5"
B | | | ®
w
] | | | |
[ 1 -

I hereby certify ti
contained herein is b
the best of my knowle
this organizaiion eithe
inierest or unleased w
land including the proposed bottorn hole
location or has a rTight to drill this well ai
this location pursuani o a contract with an
owner of such a mmeral or working mtmst
or to a b g agr i or
compulsory pnolmg order heretofore mtered by
the division

@‘, T 4&/{@4
ﬁgnat\xre / Date
Joe T. Jan 05/05/10

Printed Name

hat the information

Tue and complete to
edge and belief, and that
T owns a working
nineral interest in the

ica

SURVEYOR CIERTIFICATION

I hereby certify that ‘the well location shown
on this plat was plotted from field notes of
aciual surveys made by me or wunder my
supervison, and that the same is true and
correct to the best of my belief

APRIL 14, 2010
Date Survey‘ed
ngnatuf'é ‘,& Se:ﬂ

Certifma(e .No._Ga 7977
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MESCAL ”22”
Located 880’

FEDERAL #2H

FSL and 560" FEL
Section 22, Township 25 South, Range
N.M.P.M., Eddy County, New Mexico.

focusod on excellence
In_tha_ollfiald

D P.0. Box 1786

JMS 22645

1120 N. West County Rd.

EWO Number:
Hobbs, New Mexico 88241

Survey Date:

04-14-2010

575) 393-7316 - Offica
¥ (575) 392-2208 ~ Fax

basinsurveys.com } Date:
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§ Scale: 1" = 2000

4—-15-2010
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MESCAL ”22” FEDERAL #2
Located 88¢° FSL and 560° FEL

Section 22, Township 25 South, Range 29 Eas

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

b}

P.0. Box 1786 W.0. Number:  yms 22645

1120 N. West Couniy Rd. s Dat '
Hobbs, New Mexico 88241 [j ~Uvey bate.  04-14-2010

(575) 393-7316 = Offico [[oom o o

1 g | / (875) 392~2206 ~ Fax LLC
ocusad on excslience gy e ar — —
i the ollfleld .~ Basinsurveys.com Date: 04-15-2010 1

OGX
RESOURCES,

l



SECTION 22, TOWNSHIP 25 SOUTH, RANGE 29 EAST, N.M.P.M.,

EDDY COUNTY,

Directions to Location:

FROM MILE MARKER 4 OF HWY 285, GO SOUTH 0.25
MILES TO CO. RD. 725, ON LONGHORN GO EAST 4.0
MILES TO LEASE ROAD, ON LEASE ROAD GO NORTH

WINDING EAST 1.8 MILES TO LEASE ROAD, ON LEASE
ROAD GO NORTH 2.2 MILES TURNING NORTHEASTERLY
FOR 0.5 MILES TO PROPOSED LEASE ROAD (OPT A).

BASIN SURVEYS r.0. BOX 1786 —HOBBS, NEW MEXICO

3141.6°

PROPOSED LEASE ROAD OPTION "A”

3081.1°
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150" NORTH
OFF SET
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0GX RESOURCES, LLC

Hox
MESCAL “22” FEDERAL ,ﬁg} ot

ELEV. — 3071 150 EAST
o O OFF SET

Lot = N 32°06'38.24"

3070.0°

NMSPCE~-

I

Long — W 103°57'55.89" :
N 404175.302 [}
E 655217.178 :
(NAD-83) i
O i
150" SOUTH \
OFF SET !
3073.4' :

]

]

\

3065.5°

o 200 400 FEET

e e

SCALE:

1”7 = 200’

0GX

RESOURCES, LLC

J

/0
REF. MESCAL "22" FEDERAL“9EH / WELL pAb ToP0 DU

W.0. Number: 22645 I Drawn By: J. SMALL

THE MESCAL "22" 'FEDERAL #pH }LOCATED 880°

FROM THE SOUTH

LINE AND 560’ FROM THE EAST LINE OF
\

SECTION 22, TOWNSHIP 25 SOUTH, RANGE 29 EAST,

N.M.P.M

., EDDY COUNTY, NEW MEXICO.

Date: 04~15--2010 |Disk: JMS 22645

Survey Date:

04—-14-2010

rSheet i of 1 Sheets
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MESCAL “22” FEDERAL #2H

Located 880" FSL and 560’ FEL

Section 22, Township 235 South, Range 29 East,
N.M.P.M., Eddy County, New Mexico.

|
- [W.O, Number: JMS 22645 ‘
mﬁ@ $1°20 B’:.x \*}ZssfSCouniyastd. ' scale: 1" = 2000 OGX
Hobbs, New Mexi 41 : -
SE]:UTW@ (;75)5 39327316 ~ Offles VELLOW TINT — UsA Land RESQ UR CES,

(575) 392-2206 ~ Fax |\ pLUE TINT — STATE LAND '
| focused on irioion®®  baslnsurveys.com NATURAL COLOR — FEE LAND Lf/_C
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EXHIBIT "C"
TOPOGRAPHIC MAP SHOWING
ROADS & DIREfTIONS TO
OGX RESOURCES, LLC.
MESCAL "22" FEDERAL # JH
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APPLICATION TO DRILL

\@(

&
M x
0GX RESOURCES, LLC. 'L\é\ NI
MESCAL "22" FEDERAL # #f L
UNIT "P" SECTION 22 A
T255-R29E EDDY CO. NM

In responce to questions asked under Section II of Bulletin NTL-6, the following

information on the above well will be provider.

1. LOCATION:

880' FSL & 560' FEL SECTION 22 T25S-R29E EDDY GO. NM

BHL 660' FSL & 330' FWL SECTION 22 T25S-R29E EDDY CO. NM

2. ELEVATION ABOVE SEA LEVEL:

3071' GL.

3. GEOLOGICAL NAME OF SURFACE FORMATION: Quaternery Aeolian Deposits;

4. DRILLING TOOLS AND ASSOCIATED EQUIPMENT:

drilling mud as a circulating medium for the removal of solids from |hole.

5. PROPOSED DRILLING DEPTH: TVD,.-7500' MD-11,725

6. ESTIMATED TOPS OF GEOLOGICAL FORMATIONS::

t

Conventional rotary drilling rig using

Salado 530" Cherr Canyon 4100'
Basal Anhydrite 3000' Brushy Canyon 5350
Lamar Lime 3240 Bone Spring 7000'
Bell Canyon 3300 lst Bone Spring 7950"
7. POSSIBLE MINERAL BEARTNG FORMATIONS:
Bell Canyon 0il/Gas Bone Spring 0il/Gas
Cherry Canyen 0il/Gas lst Bone Spring 0il/Gas
Brushy Canyon 0il/Gas
8. CASING PROGRAM:
HOLE SIZE INTERVAL CASING 0D __ WEIGHT THREAD COLLAR GRADE,| CONDITION
|
26" 0-40' 20" NA NA NA ConductLr New
25
66% 173" 0-525" 13 3/8" 484 8-R ST&C H-40 New
Ly (oM 10 578" 0-32757 8 5/8" 324 8-R ST&C 3-55 New
7 7/8" 0—7400' 5§" 17# 8-R LT&C P-110 New
7.7/8" 7400-11,725% 53" 17#  Buttress BT&C P-110 New
Safety Design Factors:
Burst 1.00 Collapse 1.125 Body Yield 1.50 Joint Strengtﬂ 8-R 1.8
Bdttress 1.6

Page 1

|



APPLICATION TO DRILL

0GX RESOURCES LLC.
MESCAL "22" FEDERAL # w
UNIT "P" SECTION 22
T255-R29E EDDY CO. NM

9. CASING SETTING DEPTHS & CEMENTING:

20" Conductor Set 40" of 20" conductor pipe and cement to surface with
Redi-mix.
13 3/8"  Surface Run and set 525'.of 13 3/8" 48f H-40 ST&C casing. Cement

with 225 Sx. of 35/65/6 Class "C" Premium Plus FOZ cement
+ 67 Bentonite, + 5% Salt, + 5% MPA-5, + 0.77 Metas111cate,
+ 5# LCM/Sx, Yield 2.00, tail in with 200 Sx. of Class "C"

cement + 27 CaCl Yield 1. 34, circulate cement to surface.

8 5/8" 1Intermedicate Run and set 3225' of 8 5/8" 32# J-55 ST&C ca51ng. Cement with
350 -Sx. of Class "C" Premium PLus 35/65 POZ cement + 4% Benton-
ite, + 5% Salt, + 5% MPA-5, + 0.7% MetasilicateL + 5# LCM/Sx,

(4 (\ Yield 2. 02, tail in with 200 Sx. of Class "C" cement + 2% CaCl,
615 ,zield 1.34, circulate cement to surface.

53" Production Run and set 11,725' of 53" casing as follows: 4325! of 5i"-
17# P-110, BT&C, 7400' of 53" 17# P-110 LT&C casing. Cement
é;é?ﬁ with 400 Sx. of Class "C" premium Plus POZ cemeﬁt + 47 Bentonite
+ 5% Salt, + 57 MPA-5, + 0.7Z Sodium Meta51llcate. +5# LCM/Sx.
(;QF\ Yield 2.02, tail in with 900 Sx. of Class "C" cement + 2% CaCl
o Yield 1.34

10. PRESSURE CONTROL EQUIPMENT: Exhibit "E" shows a 900 Series 3000 PSI working
pressure B.0.P. consisting of an annular bag type preventor. middle blind rams,
and bottom pipe rams. The B.0.P. will be nippled up on the 13 3/8™ Ea51ngand tested
to APT specifications. The B.0.P. will be operated at least once lﬂ each 24 hour
period, and the blind rams will be operated when the drill pipe is out of the hole.
Full opening stabbing valve and upper kelly cock will available at]all times on the-
derrick floor. Exhibit "E-1" shows a hydraulically operate closing unlt and a
5000 PSI working pressure choke manifold:rwith dual adjustiable choﬂes. No abnormal
pressures or temperattres are expected while drilling this well.

11.PROPOSED MUD CIRCULATING SYSTEM:

DEETH MUD WT. VISC. FLUID LOSS TYPE MUD SYSTEM
. \
40-525" 8.6-8.8 36-38 NC Fresh Wate% spud mud add
Séé paper to control seepage.
(0“' 25-3225" 10.0-10.1 29-30 NC Brine water, add paper to

control se%page and use
high viscosity sweeps to

clean hole!

3225-7050' 8.4-9.1 28-29 NC Fresh water use high visc-
osity sweeps to clean hole.
\
7050-11,725" 8.4-9.1 34-36 12-15ce Fresh water use Dvnazan/Star
or less HB~411 to -control water loss

Sufficient mud materials will be kept on locatiom at all times in ordLr to combat lost
circulation, or unexpected kicks. In order to rum DST's, open hole logs, and casing

the viscosity and/or water loss may haverto be adjusted in oxder to meet these needs.
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12.

13.

14,

15.

APPLICATION TO DRILL

0GX RESOURCES, LLC. "
MESCAL "22'"FEDERAL # AH =
uNiT "p" SECTION 22
T255~R29E EDDY CO. NM

< 2 (ZBV*
LOGGING, CORING, AND TESTING PROGRAM: ~F

A. Open hole logs: From pyp (7500) log Gamma Ray, Caliper, Dual Laterolog
Neutron, Density back to 8 5/8" casing shoe.

B. Mud logger on hole at 3225' to TD.

C. No DST's or cores are planned at this time.

POTENTIAL HAZARDS:

i

No abnormal pressures or temperatures are expected. There is no known presence
of H2?S in this area. If B2S is encountered the operator will comply with the

provisions of Onshore 0il and Gas Order No. 6. No lost circulation is expected
to occur. All personnel will be familiar with all aspects of safe|operation of

equipment being used to drill this well. Estimated BHP 3457 | PSI, and
Estimated BHT 120° .

ANTICIPATED STARTING DATE AND DURATION OF OPERATION:

Road and location construction will begin after the BLM has approved the APD.

Anticipated spud.date will be as soon after BLM approval and as séon as a rig

will be available. Move in operation and drilling is exnected to %ake 27
days. If production casing is.run then an additional _.20 days will be needed

to complete well and construct surface facilities and/or lay flowlines in order
to place well on production.

OTHER FACETS OF OPERATIONS: e

After running casing, cased hole Gamma Ray, Neutron Collar logs will be run
from TD back to all possible productive zomes. The BONE SPRING formation
will be perforated and stimulated in order to establish production. The well
will be swab tested and potentialed as an oil well.
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OGX Resources Permian Division

Mescal “22” Fed. No.2H
Willow Lake Bone Spring SE Field
Eddy County, New Mexico
Drilling Procedure

April 2010
General Information
Lease: Mescal “22” AFEBCP: $
Well No.: 2H AFE ACP:
Field: Willow Lake Bone Spring SE AFE Total:
County: Eddy AFE NO:
State: New Mexico API No.: 30-015-XXXXX
Section: 22 Permit Date:
Township: 258 Permit TVD: 7,500’
Range: 29E Proposed MD: 11,725’
Surface Section Ties: 880’ FSL & 560’ FEL Drilling Days: 27
BHL (target) 660" FSL & 330' FWL
Ground Level: 3071 KB: 3088’
Latitude: 32° 06'38.24'N Longitude 103° 57'55.89"W

Well Objectives

The primary objective of this well is to evaluate potential within the Delaware intervals and taken horizontal in
the Upper Bone Spring. The well will be drilled to ~ 7,050’; logged and taken horizontal.

Directions To Well

33 mi. Wst of Jal on Hwy 128 to Co.Rd. 786; turn Lft for 9 mi. to intersection of 786 & 787, Wst on 787 0.1 mi;
Lft (Stwst) for 3.2 mi.; Rt (Wst) for 1.5mi.; Rt. (Nth) for 1 mi.; Lft for 1.6 mi.; Sth 2 mi. to Location.

Alternate: From the junction of US Hwy 285 & Co.Rd. 725 (mile marker 4) / Est on 725 for 4 mi cross Pecos

River take the first Left for 6.9 mi on pipeline/lease rd. to arrow sign. Lft 1.9 mi (Nth); Lft (Wst) @ intersection
2.1 mi; Rt ¥a mi. to location.

Special Drilling Considerations

1. No hunting for game is permitted. No fire arms are to be taken to the location. Keep trash picked|up on
location and road.

2. Do not run hard-banded or hard-faced drill pipe in casing without consulting OGX.

3. Cement must be circulated on surface and intermediate. If cement does not circulate, run a temperature
survey and contact the BLM and Operations Engineer for remedial instructions.

4. BOP equipment will be NU on the 13-3/8" surface casing. All safety and well control equnpment should be
rigged up and operational prior to drilling out the 13-3/8" casing shoe.

1 Drilling Procedure




OGX Resources

Permian Division

DRILLING PROGRAM

Geologic Name of Surface Formation:

Permian

FORMATION TOPS / ANTICIPATED FRESH WATER, OIL, or GAS /| PRESSURES

Formation

Salado

Basal Anhydrite

Lamar
Bell Canyon

Cherry Canyon
Brushy Canyon

Bone Spring

1% Bone Spring

Depth

530’
3000
3240’
3300
4100’
5350’
7000’
7950'

Frm Pres
8.4 ppge
10 ppge

8.4 ppge
8.4 ppge
8.4 ppge
8.4 ppge
8.4 ppge
8.4 ppge

Remarks
Water
Drlg fluid must be saturated| salt water
Base of Salt
Oil / Gas / Formation water /Poss.H,S
QOil / Gas / Formation water
Oil / Gas / Formation water
Oil / Gas / Formation water
Oil / Gas / Formation water

No other formations are expected to yield oil, gas or fresh water in measurable volumes. The surface fresh
water sands will be protected by setting 13 3/8" casing at 525’ and circulating cement back to surface. Potash/
fresh water sands will be protected be setting 9 5/8" casing at 3240’ and circulating cement to the surface. The

hydrocarbon producing intervals will be isolated by setting 5 2" casing to total depth and circulating cement
above the base of the 9 5/8” casing.

CASING PROGRAI#M:

HOLE
SIZE

¢ 17
?‘EA 10 5/8"
0 7718
77/8"

(e

DEPTH

0-525"

0-3275

0-7400

7400-11725’

OD Csg WEIGHT COLLAR

13 3/8"
8 5/8"
51/2

51/2

48
32
17
17

STC
STC
LTC
BTC

GRADE NEWNSED

{ **Casing weight and grades are minimum — higher weights & better grades may be substituted** J 5 €

DEPTH

0-575'
0-3235'

0-11725'

OD Csg

13 3/8"

8 5/8"
5 1/2)1

WEIGHT factors: Burst / Collapse

48
32
17

(5 2" BTC will be run thru the curve & Lateral)

1.65 1.52
1.23 1.50
1.82 1.73

H40 New
J55 New
P110 New
P110 New
ey }
(8 5/8” 32# will- be special drift to 7.921) CO”
I Tension
12+
3.58
2.24

** The Intermediate hole will never be evacuated**

{561/2 Burst & Collapse Calculated @ 7500' TVD)

Dri]ling‘; Procedure




OGX Resources Permian Division

CEMENT PROGRAM:
__133/8” _ Surface

SPACET .ot 50 bbls of fresh water

SIITY e Lead: 35:65:6 — Poz: Prem Plus C + 6% Bentonite + 5% salt + 5% MPA-
5+ .7% Sodium Metasilicate + 5 lbs LCM + 97.9 fresh water

Tail:  Premium Plus C + 2% CaCl, + 56.4% Fresh Water

Cement Properties Lead Tail
Est Volume (sacks) 225 200
Density (ppg) 12.80 14.80
Yield (ft3/sx) 2.00 1.34
Mix Water, gps 10.21 6.36
Thickening Time, hrs:min ~3:30
Free Water, % 0
Fluid Loss, cc's ~850
Top of Cement surface

8 5/8” intermediate

SPACET ..o 30 bbis of fresh water

Lead oo 35:65 — Poz: Prem Plus C + 4% Bentonite + 5% salt + 5% MPA-5 + 7%
: Sodium Metasilicate + 5 Ibs LCM + 99.6% fresh water

TaI o C +2% CaCl, + 56.4% fresh water

Cement Propetties

Lead Tail
Est Volume (sacks) 350 200
Density (ppg) 12.7 14.8
Yield (ft3/sx) 2.02 1.34
Mix Water, gps 10.39 6.36
Thickening Time, hrs:min 4.07 3:32
Free Water, % 2.0 0
Fluid Loss, cc's ~750 ~600
Top of Cement surface

6 Drilling Procedure
|
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OGX Resources

Paermian Division

5112 Production

Cement Properties

Est Volume (sacks)
Density (ppg)

Yield (ft3/sx)

Mix Water, gps
Thickening Time, hrs:min
Free Water, %

Fluid Loss, cc's

Top of Cement

The above cement volumes will be revised pending fluid and open hole caliper measurements.

30 bbls of fresh water

35:65 - Poz: Prem Plus C + 4% Bentonite + 5% salt + 5% MPA-5 + 7%
Sodium Metasilicate + 5 Ibs LCM + 99.6% fresh water
C +2% CaCl, + 56.4% fresh water ’

Lead Tail
400 900
12.7 14.8
2.02 . 1.34
10.39 6.36
4:07 3:32
20 0
~750 ~600
surface

Kick-Off plug in Pilot Hole for Horizontal

No Plug Required

Drilling Procedure

|



OGX Resources * Permian Division

MUD PROPERTIES SUMMARY:

Spud Mud
Set 13-3/8" Casing
5287 3,225’ 10.0-10.1 29-30 N/C 0-1 0-1 Brine
Set 8-5/8” Casing
13:275" ~ 7,050 84-91 28-29 N/C 0-1 0-1 . Fresh Water
7,050' ~11,725' MiD 8.4-9.10 34 -36 12-15 4-8 4-8 Dynazan / Starch
Set 5-1/2” HB 411

Auxiliary Well Control & Monitoring Equipment:

A Kelly cock will be in the drill string at all times.

A full opening drill pipe stabbing valve having the appropriate connections will be on the floor at

all times.

H,S detection equipment will be in operation after drilling out the 13 3/8" casing shoe until the 5 %" csg is

cemented.

LOGGING, CORING, AND TESTING S6¢€ 50A

No logs at surface.
Mud loggers on below 13 3/8" casing shoe ~ no electric logs at intermediate depth

The Vertical @ KO pt. (Production) hole will be logged: Gyro (Thru DP) & GR / Dual Laterolog
Density / Caliper

No DST's or pressure testing is anticipated.

The harizontal lateral will be mud logged and GR via MWD.

Neutron-

8 Drilling Procedure




0OGX Resources Permian Division

Potential Hazards:

No abnormal pressures or temperatures are expected. There is no known presence of H,S in this area. If H,S

Is encountered the operator will comply with the provisions of Onshore Oil & Gas Order No.6.| No loss
circulation is expected to occur. All personnel will be familiar with all aspects of safe operation of equipment
being used to drill this well. Estimated BHP is 3457 psi. & BHT is 120°F.

Anticipated Starting Date & Duration:

Road and location construction will begin after the BLM has approved the APD. Anticipated spud date wili be
ASAP subsequent to APD approval.  Move in and drilling operations will take 27 days with an ‘additional 20
days to complete the well and construct production facilities.

9 Drilling Procedure
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Pathfinder X & Y Planning Report
15 April, 2010
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Pathfinder X & Y Planning Report
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Pathfinder X & Y Planning Report

Pathfinder

i St : sl Lo i ) e st UL
0.00 0.00 0.00 0.00 -3,071.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
100.00 0.00 0.00 100.00 -2,971.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
200.00 0.00 0.00 200.00 -2,871.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
300.00 0.00 0.00 300.00 -2,771.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
400.00 0.00 0.00 400.00 -2,671.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
500.00 0.00 0.00 500.00 -2,671.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
600.00 0.00 0.00 600.00 -2,471.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
700.00 0.00 0.00 700.00 -2,371.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
800.00 0.00 0.00 800.00 -2,271.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
900.00 0.00 0.00 900.00 -2,171.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
1,000.00 0.00 0.00 1,000.00 -2,071.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
1,100.00 0.00 0.00 1,100.00 -1,971.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
1,200.00 0.00 0.00 1,200.00 -1,871.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
1,300.00 0.00 0.00 1,300.00 -1,771.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
1,400.00 0.00 0.00 1,400.00 -1,671.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
1,500.00 0.00 0.00 1,500.00 -1,571.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
1,600.00 0.00 0.00 1,600.00 -1,471.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
1,700.00 0.00 0.00 1,700.00 -1,371.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
1,800.00 0.00 0.00 1,800.00 -1,271.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
1,900.00 0.00 0.00 1,900.00 -1,171.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
2,000.00 0.00 0.00 2,000.00 -1,071.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
2,100.00 0.00 0.00 2,100.00 -971.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
2,200.00 0.00 0.00 2,200.00 -871.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
2,300.00 0.00 0.00 2,300.00 -771.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
2,400.00 0.00 0.00 2,400.00 -671.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
2,500.00 0.00 0.00 2,500.00 -571.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
2,600.00 0.00 0.00 2,600.00 -471.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18

04/15/2010 5.04:46PM
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Pathfinder
Pathfinder X & Y Planning Report

"

Wi o L e e e S o 1
2,700.00 0.00 0.00 2,700. -371.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
2,800.00 0.00 0.00 2,800.00 -271.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
2,900.00 - 0.00. 0.00 2,900.00 -171.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
3,000.00 0.00 | 0.00 3,000.00 -71.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
3,100.00 0.00 0.00 3,100.00 29.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
3,200.00 0.00 0.00 3,200.00 129.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
3,300.00 0.00 0.00 3,300.00 229.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
3,400.00 0.00 0.00 3,400.00 329.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
3,500.00 0.00 0.00 3,500.00 429.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
3,600.00 0.00 0.00 3,600.00 529.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
3,700.00 0.00 0.00 3,700.00 629.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
3,800.00 0.00 0.00 3,800.00 729.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
3,900.00 0.00 0.00 3,900.00 829.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
4.,000.00 0.00 0.00 4,000.00 929.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
4,100.00 0.00 0.00 4,100.00 1,029.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
4,200.00 0.00 0.00 4,200.00 1,129.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
4,300.00 0.00 0.00 4,300.00 1,229.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
4,400.00 0.00 0.00 4,400.00 1,329.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
4,500.00 0.00 0.00 4,500.00 1,429.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
4.600.00 0.00 0.00 4,600.00 1,5629.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
4,700.00 0.00 0.00 4,700.00 1,629.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
4,800.00 0.00 0.00 4,800.00 1,729.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
4.900.00 0.00 0.00 4,900.00 1,829.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
5,000.00 0.00 0.00 5,000.00 1,929.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
5,100.00 0.00 0.00 5,100.00 2,029.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
5,200.00 0.00 0.00 5,200.00 2,129.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
5,300.00 0.00 0.00 5,300.00 2,229.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
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Pathfinder
Pathfinder X & Y Planning Report

ALt RN

5,400.00 000 0.00 5.40000  2.329.00 0.00 0.00 0.00 "0.00 404,175.30 655,217.18
5,500.00 0.00 0.00 5,500.00 2,429.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
5,600.00 0.00 0.00 5,600.00 2,529.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
5,700.00 0.00 0.00 5,700.00 2,629.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
5,800.00 0.00 0.00 5,800.00 2,729.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
5,900.00 0.00 0.00 5,000.00 2,829.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
6,000.00 0.00 0.00 6,000.00 2,629.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
6,100.00 0.00 0.00 6,100.00 3,029.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
6,200.00 0.00 0.00 6,200.00 3,129.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
6,300.00 0.00 0.00 6,300.00 3,229.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
6,400.00 0.00 0.00 6,400.00 3,329.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
6,500.00 0.00 0.00 6,500.00 3,429.00 0.00 0.00 0.00 0.00 404,175.30 656,217.18
6,600.00 0.00 0.00 6,600.00 3,529.00 0.00 0.00 0.00 0.00 404,175.30 655.217.18
6,700.00 0.00 0.00 6,700.00 3,629.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
6,800.00 0.00 0.00 6,800.00 3,729.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
6,900.00 0.00 0.00 6,900.00 3,829.00 0.00 0.00 0.00 0.00 404,175.30 65521718
7,000.00 0.00 0.00 7,000.00 3,929.00 0.00 0.00 0.00 0.00 404,175.30 655,217.18
7,041.63 0.00 0.00 7,041.63 3,970.63 0.00 0.00 0.00 0.00 404,175.30 655,217.18
7,050.00 1.05 266.82 7,050.00 3,979.00 0.00 -0.08 0.08 12.50 404,175.30 655,217.10
7,075.00 417 266.82 7.074.97 4,003.97 -0.07 121 1.21 12.50 404,175.23 655,215.97
7,100.00 7.30 266.82 7.009.84 4,028.84 -0.21 371 3.71 12.50 404,175.10 655,213.47
7,125.00 10.42 266.82 7.124.54 4,053.54 0.42 -7.55 7.56 12.50 404,174.88 655,209.63
7,150.00 13.55 266.82 7,148.99 4,077.99 0.71 12.73 12.75 12.50 404,174.60 655,204.45
7,175.00 16.67 266.82 7,473.13 4,102.13 1.07 19.24 19.27 12.50 404,174.23 655,197.94
7,200.00 19.80 266.82 7,196.87 4,125.87 -1.50 -27.05 27.09 12.50 404,173.80 655,190.13
7,225.00 22.92 266.82 7,220.15 4,149.15 2.01 -36.14 36.19 12.50 404,173.30 655,181.04
7,250.00 26.05 266.82 7,242.90 4,171.90 -2.58 -46.48 46.55 12.50 404,172.72 655,170.70
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Pathfinder X & Y Planning Report

Pathfinder

ez U

gLt : ):.% i 5:: 2 it :!Ig,éi%j ik final d
7,275.00 29.17 266.82 -3.22 58.14 12.50 404,172.08 655,159.13
7,300.00 32.30 266.82 7,286.53 4,215.53 -3.93 70.91 12.50 404,171.37 655,146.38
7,325.00 35.42 266.82 7,307.29 4,236.29 -4.70 84.84 12.50 40417060 - 65513247
7,350.00 38.55 266.82 7,327.26 4,256.26 -5.53 99.88 12.50 404,169.77 655,117.46
7,375.00 41.67 266.82 7,346.38 4,275.38 -6.43 115.98 12.50 404,168.88 655,101.38
7,400.00 44.80 266.82 7,364.59 4,293.59 -7.37 133.10 12.50 404,167.93 655,084.28
7.,425.00 47.92 266.82 7,381.84 4,310.84 -8.38 151.19 12.50 404,166.93 655,066.22
7,450.00 51.05 266.82 7,398.08 4,327.08 -9.43 170.19 12.50 404,165.87 655,047.24
7,475.00 54.17 266.82 7,413.26 4,342.26 -10.53 190.05 12.50 404,164.77 655,027.42
7,500.00 57.30 266.82 7.427.33 4,356.33 -11.67 210.71 12.50 404,163.63 655,006.79
7,525.00 60.42 266.82 7,440.26 4,369.26 -12.86 23211 12.50 404,162.44 654,985.43
7,550.00 63.55 266.82 7,452.00 4,381.00 -14.08 254.18 12.50 404,161.22 654,963.39
7,575.00 66.67 266.82 7,462.52 4,391.52 -15.34 276.85 12.50 404,159.96 654,940.75
7,600.00 69.80 266.82 7.471.79 4,400.79 -16.62 300.07 12.50 404,158.68 654,917.57
7,625.00 72.92 266.82 7.479.78 4,408.78 -17.94 323.75 12.50 404,157.37 654,893.92
7,650.00 76.05 266.82 7,486.47 4,415.47 -19.27 347.84 12.50 404,156.03 654,869.88
7,675.00 79.17 266.82 7,491.83 4,420.83 -20.62 372.25 12.50 404,154.68 654,845.50
7,700.00 82.30 266.82 7.,495.86 4,424.86 -21.99 396.92 12.50 404,153.31 654,820.87
7,725.00 85.42 266.82 7,498.53 4,427.53 -23.37 421.78 12.50 404,151.94 654,796.05
7,750.00 88.55 266.82 7,499.85 4,428.85 -24.75 446.74 12.50 404,150.55 654,771.13
7,761.63 90.00 266.82 7,500.00 4,429.00 -25.39 458.37 12.50 404,149.91 654,759.52
7,800.00 90.00 266.82 7,500.00 4,429.00 -27.52 486.74 0.00 404,147.78 654,721.20
7,900.00 90.00 266.82 7,500.00 4,429.00 -33.06 596.74 0.00 404,142.24 654,621.36
8,000.00 90.00 266.82 7,500.00 4,429.00 -38.60 696.74 0.00 404,136.70 654,521.51
8,100.00 90.00 266.82 7,500.00 4,429.00 -44.14 796.74 0.00 404,131.16 654,421.67
8,200.00 $0.00 266.82 7,500.00 4,429.00 -49.,68 896.74 0.00 404,125.62 654,321.82
8,300.00 90.00 266.82 7,500.00 4,429.00 -55.22 996.74 0.00 404,120.08 654,221.97

04/15/2010 5.04'4 PM
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Pathfinder

Pathfinder X & Y Planning Report

8,600.00 90.00
8,700.00 $0.00
8,800.00 90.00
8,900.00 90.00
9,000.00 90.00
9,100.00 90.00
9,200.00 90.00
9,300.00 90.00
9,400.00 90.00
9,500.00 90.00
9,600.00 90.00
9,700.00 90.00
9,800.00 90.00
9,800.00 " 90.00
10,000.00 $0.00
10,100.00 80.00
10,200.00 90.00
10,300.00 90.00
10,400.00 90.00
10,500.00 90.00
10,600.00 90.00
10,700.00 90.00
10,800.00 90.00
10,9800.00 90.00
11,000.00 90.00

kit

AL e sl e
7,500.00 . -1,095.05
7,500.00 4,429.00 -66.30 -1,194.90
7.500.00 4,429.00 -71.84 -1,294.74
7,500.00 4,429.00 -77.38 -1,394.59
7,500.00 4,429.00 -82.92 -1,494.44
7,500.00 4,429.00 -88.46 -1,594.28
7,500.00 4,429.00 -94.00 -1,694.13
7,500.00 4,429.00 -99.54 -1,793.98
7,500.00 4,429.00 -105.08 -1,893.82
7.500.00 4,429.00 -110.62 -1,993.67
7,500.00 4,429.00 -116.16 -2,093.52
7,500.00 4,429.00 -121.70 -2,193.36
7,500.00 4,429.00 -127.24 -2,293.21
7,500.00 4,429.00 -132.78 -2,393.06
7,500.00 4,429.00 -138.32 -2,492.90
7,500.00 4,429.00 -143.86 -2,592.75
7,500.00 4,429.00 -149.40 -2,692.59
7,500.00 4,429.00 -154.94 -2,792.44
7,500.00 4,429.00 -160.48 -2,892.29
7,500.00 4,429.00 -166.02 -2,992.13
7.500.00 4,429.00 -171.56 -3,091.98
7,500.00 4,429.00 -177.10 -3,191.83
7,500.00 4,429.00 -182.64 -3,291.67
7,500.00 4,429.00 -188.18 -3,391.52
7,500.00 4,429.00 -193.72 -3,491.37
7,500.00 4,429.00 -199.26 -3,691.21
7.,500.00 4,429.00 -204.80 -3,691.06

1,196.74 0.00 404,109.00 654,022.28
1,296.74 0.00 404,103.46 653,922.43
1,386.74 0.00 404,097.92 653,822.59
1,496.74 0.00 404,092.38 653,722.74
1,686.74 0.00 404,086.84 653,622.89
1,696.74 0.00 404,081.30 653,523.05
1,796.74 0.00 404,075.76 653,423.20
1,896.74 0.00 404,070.22 653,323.35
1,996.74 0.00 404,064.68 653,223.51
2,086.74 0.00 404,059.14 653,123.66
2,196.74 0.00 404,053.60 663,023.82
2,296.74 0.00 404,048.06 652,923.97
2,396.74 0.00 404,042.52 652,824.12
2,486.74 0.00 404,036.98 652,724.28
2,596.74 0.00 404,031.44 652,624.43
2,686.74 0.00 404,025.90 652,524.58
2,796.74 0.00 404,020.36 652,424.74
2,896.74 0.00 404,014.82 652,324.89
2,996.74 0.00 404,009.28 652,225.04
3,096.74 0.00 404,003.74 652,125.20
3,196.74 0.00 403,998.20 652,025.35
3,206.74 0.00 403,992.66 651,925.50
3,396.74 0.00 403,987.12 651,825.66
3,496.74 0.00 403,981.58 651,725.81
3,696.74 0.00 403,976.04 651,625.97
3,696.74 0.00 403,970.50 651,526.12
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OG Pathfinder
)( Pathfinder X & Y Planning Report

Se v Easting ot
Chiamay

il b Ao ket e Sl R (1001 il A,
11,100.00 90.00 266.82 7.5 3 4 0.00 403,964.96
11,200.00 90.00 266.82 7,500.00 4,429.00 -215.88 -3,890.75 3,896.74 0.00 403,959.42 651,326.43
11,300.00 90.00 266.82 7,500.00 4,429.00 221.42 -3,890.60 3,996.74 0.00 403,953.88 651,226.58
11,400.00 90.00 266.82 7,500.00 4,429.00 -226.96 -4,090.44 4,096.74 0.00 403,948.34 651,126.73
11,500.00 90.00 266.82 7,500.00 4,429.00 -232.50 -4,190.29 4,196.74 0.00 403,942.80 651,026.89
11,600.00 90.00 266.82 7,500.00 4,429.00 -238.04 -4,290.14 4,296.74 0.00 403,937.26 650,927.04
11,700.00 90.00 266.82 7,500.00 4,429.00 -243,58 -4,389.98 4,396.74 0.00 403,931.72 650,827.19
11,725.34 90.00 266.82 7,500.00 4,429.00 244,98 4,415.29 4,422.08 0.00 403,930.32 650,801.89

.vMescalFéd#2H: RBHL<MeScalFed#2HZPBHL - -+~ .~ -~ o . -0 0+ e vt e o L e e e T e

MescalFed#2H_PBHL
- plan hits target center
- Point

Checked By: Approved By: Date:
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Preplanning reasonable spacing accommodations for a useable "Closed Loap” drillsite layout is
challenging. Particular site specific conflicts.need to be resolved. This generic APD plat was prepared
to demanstrate several necessary efements. The plat should include: a north arrow, prevailing wind
direction, spacing access for truck removal of cutting bins, 'flare pit location, and piping provision to
vent all combustible gas to the ffare pit. include the choke manifold and mud-gas separator location
and their connection routing.
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Generic Drill Site

H
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EXHIBITJ np
RIG LAY OUT PLAT
OGX RESOURCES, LLC.
MESCAL "22" FEDERAL # QH
UNIT "p" SECTION 22
T25S-R29E  [EDDY CO. NM
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Section K6
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FIGURE X6-1. The schematic sketch of an accumulator system shows re-

quired and optional components.

TO PIT ANC/OR
MUD/GAS SEPAAATOR

TO ANNULAR
PREVENTER VALVE(S)

TO RAM PREVENTER
VALYES

Y— BLOWOUT PREVENTER
STACK

/

REMOTELY OPERATED
OR ACJUSTABLE CNOKE

FIGURE X42. Typical choke mamfold assembly for SM rated worlg

pressure service — surface msuallation.

EXHIBIT | "E-1"
CHOKE MANIFOLD & CLOSING UNIT

|

|

OGX RESOURCES, LLC.

MESCAL "22" FEDERAL # QH
UNIT "p" SECTION 22
T25S-R29E EDDY CO. NM



" 1. EXISTING AND PROPOSED ROADS:

SURFACE USE PLAN

0GX RESOURCES, LLC.

MESCAL "22" FEDERAL # QH
UNIT "P" SECTION 22
T25S-R29E EDDY CO. NM

A.

D.

il

Exhibit "B" is a reporduction of a County General Hi-way map showing existing

roads. Exhibit "C" is a reproduction of a USGS topographic map sh
ing roads and and proposed roads. All existing roads will be main

owing exist-
tained in

a condition equal to or better than current conditions. All new Hoads will

be constructed to BLM specifications.
Exhibit "A" shows the proposed well site as staked.

Directions to location: From Malaga New Mexico take U. S. Hi-way

285 South

12.5 miles to CR-725 (White horm road), turn Left (East) go 3.8 giles cross
river, continue .2 miles, bear Left (Northeast) go 1.8 miles. turn Left (North)

[

go .25 miles, bear Left follow lease road 2.2 miles (North) bear Right North-

East follow lease road 1* mile, turn Right (South) go .6 miles to
the East side of road. ' ‘

location on-

Exhibit "C" shows existing roads and proposed roads. Tank Battery and

production facilities will be constructed on location.

PLANNED ACCESS ROADS:  Approximately .6 miles of new road will be co

A.

B.
€.
D.

. LOCATION OF EXISTING WELLS WITHIN A ONE MILE RADIUS: EXHIBIT "A-1'

nstructed.

The access roads will be crowned and sitched to a 14' wide travel surface,

within a 30' R-O-W.
Gradient of all roads will be less than 57%.

Turn-outs will be constructed where necessary.

If reQuire new access rdoads will be surface with a minimum of 4~6" of caliche.

this material will be obtained from a local source.

Center line for new roads will be flagged, road comnstruction will be done as

field conditions require.

Culverts will be placed in the access road as drainage conditions require.
Roads will be constructed to use low water crossings for drainage as required

by the topographic conditions.

A,

B.

C.

D.

E.

Water wells

I

Disposal wells

Drilling wells

None known
Producing wells - As shown on Exhibit "A-1"

Abandoned wells ~ As shown on Exhibit "A-1"

Page 4
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Bne approximately 1 mile Northwest of location.

One approximately .6 mi West Northwest of location.



SURFACE USE PLAN

0GX RESOURCES, LLC.

MESCAL "22" FEDERAL # J‘H
UNIT "'p" SECTION 22
T255-R29E EDDY CO. NM

If on completion this well is 2 producef the operator will lay pipelinmes and
construct powerlines along existing road R-0-W's or other existing RTO-W's.
Exhibit "C" shows propesed roads , flowlines and powerlines.

LOCATION & TYPE OF WATER SUPPLY:

Water will be purchased locally from a commercial source and trucked over the

locatiaon access roads or piped to location in flexible lines laid on|top of the
ground. -

. SOURCE OF CONSTRUCTION MATERTAL:

1f possible comstruction material will be obtained from the excavation of the dr
site, if additional material is required it will be obtained from a
and transported over the location access roads as shown om Exhibit "C".

te

111

e~

local squrce

METHODS QOF HANDLING WASTE:

Al

E.

All trash, jurnk and other waste materizl will be comtained in trash cages or
trash bins in order to prevent scattering. When the job is completed all con-
tents will be removed and disposed of in an approved samitary lamd fill..s

Sewage from living quaters will be drained into holding tanks aﬁd will be
cleaned out periodically. A Porta-Johm will be provided for the rig crews. This
equipment will be properly maintained during the drilling operations and
removed upon completion of well.

Where a.closed loop mud system is used to drill a well the drilling fluid that
remains after the drilling and casing is run or the well is Plugéed and abandoned
will be removed from the locationm and in some cases may be used on another well or
transported to a State approve disposal-site. The drilling cuttiﬂgs that result

from drilling the well will likewise be tramsported to a State aﬂproved disposal
site.

All water produced while completfng this well énd completion f£liids will be treate:
in the same procedure as the drilling fluids.

Any remaining salts or mud additive that was not used will be removed by the
supplier, this includes all broken sacks and caontalners.

ANCTLLARY FACILITIES:

A.

Vo camps or ailr strips will be constructed on this location.

Page 5



SURFACE USE PLAN

OGX RESOURCES, LLC.
MESCAL "22" FEDERAL #JH
UNIT "P" SECTION 22
T255-R29E  EDDY CO. NM

9. WELL SITE LAYOUT:

A. Exhibit "D" shows a generic well site for a well drilled using a|closed
mud system.

10, PLANS FOR RESTORAIiON OF SURFACE:

Rehabilition of the surface will start after the well has been completed, if
the well is completed as a producer production facilities will be éonsturcted
on the location. What area is mot required for the operation of this project
will be reclaimed and restored as near as possible to the original|grade and

vegetation.

If in case this well is unsuccessful and is a dry hole the drilling pad and

the access roads will be reclaimed according to specifications provided by

The Bureau of Land Management. Caliche or other road material will|be removed

for the possible use in another location or deposited in an approved reclaimation
site.

Drill cuttings and mud used to drill this well Wwill be removed and| disposed of
at anrapproved disposal site. All trash and any other debree will be collected
disposed of as the above.

11. ADDITIONAL INFORMATION:

A. Topography consists of low lying sand dunes with an occasional blowout,
soils consists of sand gravel tan in color. There is a slight diﬁ to the

West toward the Pecos River. Canyons are present towards the West that
drain into the Pecos.

B. The vegetation that is present is mesquite, prickley pear; Snake |weed, and

native grasses. The surface is used to graze livestock and for the production

of 0il & gas. The surface and minerals are owned by The U. S. Deﬁartment of

Interior.
C. There are no dwellings within 3 miles of locationm.

D. The Permian Basin MOA will be used instead of an archaeological survey.
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CERTIFICATION

I HEREBY CERTIFY THAT I OR PERSONS UNDER MY DIRECT SUPERVISION
HAVE INSPECTED THE PROPOSED DRILL SITE AND THE ACCESS ROAD
ROUTES, THAT I AM FAMILIAR WITH THE CONDITIONS THAT CURRENTLY
EXIST, THAT THE STATEMENTS MADE IN THIS PLAN ARE TO THE BEST OF
MY KNOWLEDGE ARE TRUE AND CORRECT, AND THAT THE WORK
ASSOCIATED WITH THE OPERATIONS PROPOSED HEREIN WILL BE
PERFORMED BY OGX RESOURCES, LLC. ITS CONTRACTORS AND/OR
ITS SUB-CONTRACTORS AND IS IN CONFORMANCE WITH THIS PLANS AND
TERMS AND THE CONDITIONS UNDER WHICH IT IS APPROVED. THIS

STATEMENT IS SUBJECT TO THE PROVISIONS OF U.S.C. FOR FILING A FALSE
REPORT.

OPERATOR’S REPRESENTATIVES:

BEFORE CONSTRUCTION DURING & AFTER CONSTRUCTION
TIERRA EXPLORATION, INC OGX RESOURCES, LLC.
P. 0. BOX 2188 P. 0. BOX 2064
HOBBS, NEW MEXICO 88241 MIDLAND, TEXAS 79701
JOE JANICA  575-391-8503 JEFF BIRKELBACH 432-685-1287
CELL 575-390-1598 CELL 432-553-0391

NAME Qﬁf 7 Ozt cre

TITLE, Permit Eng DATE  05/05/10




PECOS DISTRICT
'CONDITIONS OF APPROVAL

OPERATOR’S NAME:

~ LEASENO.:

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

OGX RESOURCES, LLC
NM14778

MESCAL 22 FEDERAL # 2H
880’ FSL & 560’ FEL

660’ FSL & 330’ FWL

LOCATION: | Section 22, T. 25S 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 these
standards exist or special COAs are required, the section with the deviation or

' requirement will be checked below.

] General Provisions
] Permit Expiration

[] Archaeology, Paleontology, and Historical Sites

[] Noxious Weeds
X Special Requirements
Tank Battery

. Erosion Control
Interim Reclamation
] Construction
Notification
V-Door Direction
Topsoil
Closed Loop System

Federal Mineral Material Pits

Well Pads
Roads
[ ] Road Section Diagram
X Drilling
Medium Cave Potential
Casing Depth Change
Logging Requirements
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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 J
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 adjacen}t
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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VL

SPECIAL REQUIREMENT(S) -

Tank Battery
e The Tank Battery shall be constructed on the north side of the pad in order to

allow the drainage crossing the southwest corner of the pad to be re-contoured

during interim reclamation.

e Tank battery locations will be lined and bermed. A 20 mil permanent liner will be

installed with a 4 oz. felt backing to prevent tears or punctures. The tank battery

berms must be large enough to contain 1 ' times the content of the largest tan

\
k.

e Automatic shut off, check values, or similar systems will be installed for tanks to

minimize the effects of catastrophic line failures used in production or drilling

Erosion Control

The new access road shall be constructed with adequate rainwater leadouts in order to

prevent runoff from entering the well pad. Erosion that occurs as a result of the

construction of the road and well pad shall be mitigated as determined by the authorized

officer.

Interim Reclamation

Interim reclamation shall take place on the south and west sides of the pad. The drainage

crossing the southwest corner of the well pad shall be recontoured.

CONSTRUCTION

A. NOTIFICATION

The BLM shall administer compliance and monitor construction of the access road an
well pad. Notify the Carlsbad Field Office at (575) 234-5972 at least 3 working days
prior to commencing construction of the access road and/or well pad.

When construction operations are being conducted on this well, the operator shall have

the approved APD and Conditions of Approval (COA) on the well site and they shall
made available upon request by the Authorized Officer.

B. V-DOOR DIRECTION: south

C. TOPSOIL

The operator shall stockpile the topsoil in a low profile manner in order to prevent

d

be

wind/water erosion of the topsoil. The topsoil to be stripped is approximately 6 inches in

depth. The topsoil will be used for interim and final reclamation.
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D. CLOSED LOOP SYSTEM

Tanks are required for drilling operations: No Pits.

The operator shall properly dispose of drilling contents at an authorized disposal site.
E. FEDERAL MINERAL MATERIALS PIT

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

F. WELL PAD SURFACING

Surfacing of the well pad is not required.

AN

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

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

G. ON LEASE ACCESS ROADS

Road Width

The access road shall have a driving surface that creates the smallest possible surface
disturbance and does not exceed fourteen (14) feet in width. The maximum width of
surface disturbance, when constructing the access road, shall not exceed thirty (30) feet.

Surfacing
Surfacing material is not required on the new access road driving surface. If the operator

elects to surface the new access road or pad, the surfacing material may be required to be
removed at the time of reclamation.

Where possible, no improvements should be made on the unsurfaced access road othe‘,r
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.
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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. Turnouts shall be constructed on all blind

curves. Turnouts shall conform to the following diagram:

Standard Turnout - Plan View

14 mmemmmeees == Centedine of Road Driving Surfage »=========m==== e
3
A
! 2N l 10t lﬁs’
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—
50°
Drainage

- Drainage control systems shall be constructed on the entire length of road (e.g. ditches,

sidehill outsloping and insloping, lead-off ditches, culvert installation, and low water
crossings).

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

7 1’ Minimum Depth -
6" Natural Ground Level
Berm \

oh
Down Slope
Side

All lead-off ditches shall be graded to drain water with a 1 percent minimum to 3 per
maximum ditch slope. The spacing interval are variable for lead-off ditches and shall

cent

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 %);
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Formula for Spacing Interval of Lead-off Ditches

Example - On a 4% road slope that is 400 feet long, the water flow shall drain water

into a lead-off ditch. Spacing interval shall be determined by the following formula:

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

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

Cattleguards

An appropriately sized cattleguard(s) sufficient to carry out the project shall be installed

and maintained at fence crossing(s).

Any existing cattleguard(s) on the access road shall be repaired or replaced if they are

damaged or have deteriorated beyond practical use. The operator shall be responsible

the condition of the existing cattleguard(s) that are in place and are utilized during lease

operations.
A gate shall be constructed and fastened securely to H-braces.

Fence Requirement

for

Where entry is required across a fence line, the fence shall be braced and tied off on both

sides of the passageway prior to cutting.

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

prior to crossing any fence(s).

Public Access

-

Public access on this road shall not be restricted by the operator without specific written

approval granted by the Authorized Officer.

Page 6 of 13




Figure 1 — Cross Sections and Plans For Typical Road Sections
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DRILLING
A. DRILLING OPERATIONS REQUIREMENTS

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

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

c. BOPE tests

X Eddy County

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

(575) 361-2822

1. Although Hydrogen Sulfide has not been reported in the area, it is always a

potential hazard. If Hydrogen Sulfide is encountered, please report measured

amounts 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 areal

immediately around the rotary table; the area immediately above the substructure

which the draw works are located, this does not include the dog house or stairway,

arca.

4. The record of the drilling rate along with the CAL/GR/N well log run from TD
to surface will be submitted to the BLM office as well as all other logs run on

‘01‘1

the

borehole 30 days from completion. If available, a digital copy of the logs is to be
submitted in addition to the paper copies. The Rustler top and top and bottom

of Salt are to be recorded on the Completion Report.
B. CASING

Changes to the approved APD casing and cement program require submitting a

sundry and receiving approval prior to work. Failure to obtain approval prior to

work will result in an Incident of Non-Compliance being issued.
Centralizers required on surface casing per Onshore Order 2.111.B.1.1.

Wait on cement (WOC) time for a primary cement job will be a minimum 18 ho
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for a water basin, 24 hours in the potash area, or 500 pounds compressive strength,
whichever is greater for all casing strings. Provide compressive strengths including

hours to reach required 500 pounds compressive strength prior to cementing eac

h

casing string. See individual casing strings for details regarding lead cement slurry

requirements.

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

Medium cave potential.

Possible water and brine flows in the Salado and Delaware Mountain Groups.
Possible lost circulation in the Delaware Mountain Group.

1.

2. The minimum required fill of cement behind the 8-5/8 inch intermediate casing is:

Centralizers required on horizontal leg, must be type for horlzontal service and
minimum of one every other joint. v

3. The minimum required fill of cement behind the 5-1/2 inch production casing is:

The 13-3/8 inch surface casing shall be set at approximately 725 feet (a minimu
of 25 feet into the Rustler Anhydrite and above the salt) and cemented to the
surface. Fresh water mud to be used to setting depth.

X] Cement to surface. If cement does not circulate see B.1.a, c-d above. Set

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

m

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.

. 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 hg

after bringing cement to surface or 500 pounds compressive strength,
whichever is greater.

string.

casing at approximately 3080’ within the Fletcher Anhydrite. Wait on
cement (WOC) time for a primary cement job is to include the lead

cement slurry due to cave/karst. Additional cement may be required as

the excess calculates to be 14%.
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X Cement to surface. If cement does not circulate, contact the appropriate BLM
office. Additional cement may be required as the excess calculates to be
negative 2%.

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.

—

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

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

the cement in place. Testing the BOP/BOPE against a plug can commence

after meeting the above conditions plus the BOP installation time.

b. The tests shall be done by an independent service company utilizing a test
plug.

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

d. All tests are required to be recorded ona calibrated test chart. A copy of the
BOP/BOPE test chart and a copy of independent service company test
will be submitted to the appropriate BLM office.

e. The BOP/BOPE test shall include a low pressure test from 250 to 300 psi

The test will be held for a minimum of 10 minutes if test is done with a test
plug and 30 minutes without a test plug.
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VIIL.

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

IX.

D. DRILL STEM TEST
If drill stem tests are performed, Onshore Order 2.1I1.D shall be followed.

CRW 060310

PRODUCTION (POST DRILLING)
A. WELL STRUCTURES & FACILITIES
Placement of Production Facilities

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

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

Painting Requirement

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

B. PIPELINES

C. ELECTRIC LINES
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 rec}uce
the size of the location. Interim reclamation should allow for remedial well operations, as

well as safe and efficient removal of oil and gas.

During reclamation, the removal of caliche is important to increasing the success of
revegetating the site. Removed caliche that is free of contaminants may be used for road
repairs, fire walls or for building other roads and locations. In order to operate the we}l 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 jand
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loss of vegetation, the area will need to be revegetated. Communicate with the
appropriate BLM office for any exceptions/exemptions if needed.

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

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

X. FINAL ABANDONMENT & RECLAMATION

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

Earthwork for final reclamation must be completed within six (6) months of well
plugging. All pads, pits, facility locations and roads must be reclaimed to a satisfactory
revegetated, safe, and stable condition, unless an agreement is made with the landowner
or BLM to keep the road and/or pad intact.

After all disturbed 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).
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Seed Mixture 1, for Loamy Sites

The holder shall seed all disturbed areas with the seed mixture listed below. The secd}
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 drill equipped with a depth regulator to ensure proper depth
regulator to ensure proper depth of planting where drilling is possible. The seed mixture
will be evenly and uniformly planted over the disturbed area (small/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
Plains lovegrass (Eragrostis intermedia) 0.5
Sand dropseed (Sporobolus cryptandrus) 1.0
Sideoats grama (Bouteloua curtipendula) 5.0

*Pounds of pure live seed:

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