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APPLICATION FOR PERMIT TO ORILL OR DEEPEN o anmND

la. TYFE OF WORK

7. ONIT AQREBMENT NAMB

pending ¥ 2{ ZZ

8. FARM OR LEASE MALE, WELL NO.

DRILL DEEPEN [
D. TIFE OF WBLL
WeLe wELL f— Tone sone - [
2 NiME OF OPERATOR 3 P o ,«
KCS Medallion Resources, Inc. /5

Shugart West "24" Federal "F" No. 6

e MURSRESS nrds TERERTHIONS 190.

7130 South Lewis Avenue, Suite 700, Tulsa, OK 74136-5489. Phone (918)499-13

-01}S -

10. FIBLD AND POOL, OB WILDCAT

9. ARWBLLNO.
s 32139

3 IAA;CATIOI oF waLL (Heport location clearly and in accordance with any Btate requirements.®)
{314
priace 4650 ft FNT. & 2310
21eC ?\u\;}

At proposed prod. sone
P Same

OIS

= BOTASH

Shugart
TR 22

Sec. 24, T18S,R30E NM.P.M.

74, DIATANCS IN MILES AND DIRECTION FROM NEAREST TOWN 0% I'Ol'l’ orrics*
The location is about 7 miles SE of Loco Hills

13. 6TaTE
New Mexico

12. COUNTY 08 PaARISA

16. ¥0. O ACEBS IN LEASK
200 Acres more or less

10. DINTANCE F3OM PROFUSED®
LOCATION TO XEARE®T
FROPEATY ON LEASE LIN

467 ft

17. mo. or ACHES ASSINED
TO THIS WELL

40 Acres

__ (Al=o to mearest drig. ulit llue. if any)
1R DISTANCE no:t mr:auibﬂxaoc;or:o':‘m 19. PROPOSED PEPTH 20. ROTAAY OR CABLR T0OLS
™ llt‘ll:l:“’ :l‘.l-';u iy 1342 fi 8,500 ft Rotary Tools
21. ELBYATIONS (Show whether DY, ET. GR, otc.) D 2T APPROXZ. DATE WORSK WILL BTARY®
3556 fi, Ground Level 1 01 October 2001
ﬁ' PROPOSED CASING AND CEMENTING PROGRAM
T wize or moLs ORADE, MTEOF CASNG WEIGHT PSR FOOT SRYTIXC DRPTH QUANTITY OF CEMSNT
26" Sch 10, 20" 52.73 1bs. 40 1080 ft R&dy-Mlx to surface
17 12" H40, 133/8" 48 Ibs. 760 ft 520 sacks w/additives i
11" 735, 835%" 32 Ibs. 2,800 ft 680 sacks w/additives = -
77/8" J55, 5127 15.5 & 17 Ibs. 8,500 ft 480 sacks w/additives”
Procedure:

1. Drill 26 in hole and set 20 in conductor w/rat hole digger if necessary. Cement to surface

2. Drill 17 1/2 in hole to 760 ft and set 13 3/8 in casing. Cement to surface.

3. Drill 11 in hole to 2800 fi and set 8 5/8 m casing, Cement to surface.

4. Install Hydnll and BOP Stack. Testto 2750 psig,

5. Drill cement in casing to within 20 fi of shoe. Test casingto 1500 psig

6. Drill 7 7/8 in hole through the Bone Springs formation to TD. DST as necessary.

7. Run cloctric logs. Shoot sidowall cores if desired.

8. If warrented, run and cement 5 1/2 m casing w/stage oo
slurry to fill 500 f into the 8 5/8 " surface casing .

9. Test S 172 in casing to 3000 psig prior to perforationg,

llar at 4300 fi. Cement to 500 ft above top zone of i

REIPIN o
TR AR

interest and through stage collar wi n.h\su&qmt

\ ((_j*\

F: gl.::ijdmm plat.  D. Surface Use Plan. G. Typical Wellsite Layout APPROVAL SUBJECT TO

B. Location Verification Map. E. Drilling Plan. HL Map of Existing Welis In Area GENERAL REQUIREMENTS AND

C. Vicinity map. F. Blow Out Prevemerggri 1. H2S Drilling operations Plan SPEO‘ AL ST‘PULA“ON‘
BT ATTACHED

L-6-0/

PERMIT XO.
wwhn“a-ﬂyuu
CONDITIONS OF APPROVAL, [P ANY:

”‘7. STATE DIRECTOR

DEC 11 2001

DATE

o /S il T L)
IumchouOn Reverse Side

1001, makes it @ crime for any person knowingly and willfully to

Title 18 U.S.C. Section
ucemm or freudulent statements or representstions as to any ma

United States eny false,

make (o eny departoeul of ageacy of the

tier within its jorisdiction.

APPROVAL FOR 1 YEAR



e
v



Siowed uniTED STATES | FORM APPROVED

L2 wreuger DuTON O, 1004-0135

. DEPARTMENT OF THE INTERIOR Eopires March 31, 993
BUREAU OF LAND MANAGEMENT 5. Lease Designation and Serial No.

~— USA LC 028990 (a)

SUNDRY NOTICES AND REPORTS ON WELLS
Do not use this form for proposals to drill or to deepen or reentry to a different reservoir.
Use “APPLICATION FOR PERMIT—" for such proposals

6. If Indian, Allottee or Tribe Name

SUBMIT IN TRIPLICATE 7 1 ekt or CA, gresmne Desgnaten
T Type of Well
31&1: Dg':u [ ouer 8. Well Name and No.
2. Name of Operator Shugart West 24 Federal F # 6

KCS Medallion Resources, Inc.

9. API Well No.

3. Address and Telephone No.
7130 S. Lewis Ave., Suite 700, Tulsa, Ok 74139-5489, 918-488-8283

10. Field and Pool, or Exploratory Area

4. Location of Well (Footage, Sec., T., R., M., or Survey Description) Shugart,
) 11. County or Parish, State
2100 ft FNL & 2310y ff FWL of Sec. 24, 18S, R30E b
Eddy Co., NM -
12. CHECK APPROPRIATE BOX(s) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA
TYPE OF SUBMISSION v TYPE OF ACTION
X Notice of Intent ] Abandonment Change of Plans
Recompletion New Canastruction
D Subsequent Report D Plugging Back D Noa-Routine Fracturing
Casing Repair D Water Shut-Off
DFMAmmNoﬁa’ Alering Casing DConvuuonmlnpcnon
Other D Dispose Water
- {Note: Report results of multipic compietion on Weil
~ . Completion or Recompletion Report and Log form.)
13. Describe Proposed or Completed Operations (Clearly state all pertincat details, and give perti datcs, including esti d dase of starting any proposed work. If well is directionally drilled,
give subsurface locations and d and troe ical depths for all markers snd zones pertinent to this work.)* #

At the request of Mr. John Sherman, Wildlife Biologist, BLM Carlsbad,NM, the location of this well has been moved 450 ft South of the
original location of 1650 ft FNL & 2310 ft FWL as requested in the APD submitted on 16 August 2001. The purpose of this move is to reduce
the environmental impact of the drilling operations upon the dunal habitat of the local wildlife. Also, in order to futher reduce the encrochment
of the operations into the dunal habitat, he has requested that no more than 100 feet of the pad west of the well location stake be utilized for the
drilling or production operations. In order to honor his request the rig has been reoriented on the well site layout with the reserve pit on the
east.

Sent with this Sundry Notice are one original and 5 copies of the revised Form C-102 as well as 6 copies each of the Location Verification

Map, Vicinity Map,and the revised Well Site Layout. The additional archaeological survey will be performed by by Geo Marine within the next

few day and their report will be submitted directly to the BLM Carlsbad office.
T

2 R |
i~ 0 ey : 7
/x A \\LD CD - ARTE.‘ , ‘ Ky
2 Slg ' .
M1 certi the foregoing is\true AL - T,
Voo Ty g St e T
Signed L e i Date —
(This apacc for Fodoral or Statc office wee) ve ¥
Approved by Title : Datc

' Conditions of approval, if any:

Title 18 U.S.C. Section 1001, makes it a crime for any person knowingly and willfully to make 10 any department or agency of the United States any false, fictitious or frandulent statements
Or Teprescmtations as 10 any maticr withia its jurisdiction. :

*Ses instruction on Reverse Side






State of New Mexico

DISTRICT 1 —
P.O. Bax 198D, Hobba, NM 58241-1080 o and Fatural Bosources Depertment Form C-102
Reviscd February 10, 1964
Submit to Appropriats District Office

Bg_sln‘_lsrnu o sazti—omis OIL CONSERVATION DIVISION Stats Loase — 4 Coples
P.0. Box 2088 Yoo Lease — 3 Copise
DISTRICT I Santa Fe, New Mexico 875042088
1000 Rio Braxos Rd., Axtec, NM 87410
DISTRICT 1Y @ v omocsms WELL LOCATION AND ACREAGE DEDICATION PLAT O AMENDED REFORT
APl Number Pool Code Pocl Name
Property Code Property Name Well Kumber
SHUGART WEST "24” FEDERAL "F” 6
OCRID No. Operator Name Elevation
KCS MEDALLION RESOURCES, INC. 3552
Surface Location
UL or lot No. | Section | Townahip Bange | 1ot 1dn | Feet from the | Norih/South line | Feet from the | East/West line | County n
B 24 18S 30 E 2100 NORTH 2310 WEST EDDY

Bottom Hole Location If Different From Surface
| UL or lot No. Section | Township Range Lot ldn Feet from the | North/South line Feet from the Bast/VWest line County

Dedicated Acres Joint or Infill Consolidation Code Order Na.

P V=

|V

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

I neredy ceriyy the the informarion
contained herein is Hrue and complete to tha
dest of my knowledge and belisf.

SURVEYOR CERTIFICATION

1 hereby certify that the well location shown
en this plat was plotted from field notes of
actual swyeys made by ma or under my
supervison, and tAal ths same is true and
correct to the best of my belisf.

OCTOBER 09, 2001

AWB

Pa//t;/d/







LOCATION VERIFICATION MAP

Q40

4
626
PN (. N O
! MARAEE
£ AN BN - L
Co b I3648T S $eoBTs 3 L

| SHU

GART WEST

5N oo o "’al’; 136167
- H ] 4 B ﬁ‘!/ / 1 ’_f

' ““.;'“’/j ‘//“' e .

"24" FEDERAL F #BI\

) . o, ~
\—‘m R L r

. - N t '\
N . J Y

¥ge
i

A

200

) &
. 1 B
x 3’-;‘1..,. D " » ¢ .) 6“) (/“ . ]“ - T 3 i 4+
. . 13 T 9 “ . .
- :-,(-'- = =0 . "3/6 BT, >%=-'-'¢““i:3618T-':
P -3 s . N
A\ ANE R AR I A oo
= HBRBN_ S R ec,f F A
S i% Y I ' .0 n
S p \3620]—( ,-""«.,‘/ ./"__ ' “o =
pGrovel 3o & i T e
] P LN el S 2628T
TE T PONL { AND
..... S .
A LI (3B 4

B NN N il ¥

K1 \\3634 o Jbd.

O - -
21 Lh

SCALE: 1" = 2000’

SEC._24 TWP. 18-S RGE._30-E
SURVEY. N.M.P.M.
COUNTY. EDDY

DESCRIPTION 2100" FNL & 2310° FWL
ELEVATION 3952

OPERATOR KCS MEDALLION RESOURCES
LEASE_SHUGART WEST "24" FEDERAL F

U.S.G.S. TOPOGRAPHIC MAP
HACKBERRY LAKE, N.M.

CONTOUR INTERVAL: 10’
HACKBERRY LAKE, N.M.

JOHN WEST SURVEYING
HOBBS, NEW MEXICO

(505) 393-3117




VICINITY MAP
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SEC. 24 TWP_ 18-S RGE._30-E
SURVEY N.M.P.M. . )
COUNTY EOY JOHN WEST SURVEYING
OESCRIPTION_2100° FNL & 2310° FWL

HOBBS, NEW MEXICO

ELEVATION 3552 .
OPERAIOR KCS MEDALLION RESQURCES ( 005 ) 393-3117

LEASE_SHUGART WEST "24~ FEDERAL F
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| from fense oo Shi West 24 Federal F #6
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KCS Medallion Resources, Inc. 100 % 2310
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Exhibit “D”
Multi-Point Surface Use and Operations Plan

KCS Medallion Resources, Inc.
7130 South Lewis Avenue. Suite 700
Tulsa, OK 74136
Shugart West “24" Federal “F” No. 6 Lease No.:USA LC 028990 (a)
1650 ft FNL & 2310 ft FWL Lease Description: NW/4 & SW/4 of NE/4
Sec. 24, T18S, R30E NMPM & more in other sections

Eddy County. New Mexico

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

1 Existing Roads

A Exhibit “B”, the Location Verification Map, is a reproduction of portion of a
topographic map showing the location of the proposed well as staked with reference to
the local topography and to the existing roads, wells. and other culture in the area.
Exhibit “C” is a map of smaller scale showing the proposed location with reference to
the major roads in the vicinity. The proposed well is located approximately 7 miles SE
of Loco Hills and about 2 miles north west of the intersection of CR 222 and Grubbs
Road. CP 250..

B. Directions: From Loco Hills go approximately 6 miles east on US 82 to the intersection
of US 82 and CR222 then go south on CR222 7miles to Grubbs Road, CP250. Turn
west on CP250 and go 1.4 miles to a lease road on the north. Go north on leasc road
about 0.8 miles, jog left about 0.1 mile, then turn right and continue back north for
approximately 0.5 miles. Turn west and follow the lease road about 0.3 of a mile to the
KCS Medallion Shugart West 19 No. 7 well location and on to the north west about 750
fi to the KCS Medallion Shugart West 24 Federal No. 1 location. Proceed directly west
to the Shugart West 24 Federal J No. 3 location and follow the flagged right of way
about 0.3+ miles in a north westerly direction to the proposed location.

2. Planned Access Road
A Length and Width: The new road will be extended from the Shugart West 24 Federal J

No. 3 well location and will be about 1744 ft long and about 20 ft wide, including the
shoulders. The road centerline has been flagged.

B. Surfacing Material: The new road will be constructed of material-in-place. If necessary
the road will be surfaced with caliche.

C. Maximum Grade: 6 to 8%

D. Turnouts: Two may be constructed at about 600 ft intervals.

Surface Use Plan
Shugart West “24" Federal “F” No. o
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E. Drainage Design: The road will be constructed with about 4 in of crown at the
centerline. Water turnouts will be constructed at 300 ft intervals.

F. Culverts: None appear to be necessary.

G. Cuts and Fills: Any cut or fill on the location would be less than 5 ft.

H. Gates and Cattle guards: One cattle guard will be necessary.

L Right of Way: Right of Way across existing roads has been previously acquired from
The Bureau of Land Management across Section 30, T18S, R31E. Eddy Co. to provide

access for the drilling of the W. Shugart 19 Federal No.1, located in the SW/4 of Sec.
19, T18S, R3IE. It is expected that this same ROW will be utilized for this well.

Location of Existing Wells

Existing wells are shown on Exhibit ‘H’.

Location of Existing and/or Proposed Facilities

If the well is productive, production, storage, and measurement facilities will be
constructed on the wellpad.

Location and Tvpe of Water Supply

Plans are to purchase water for the drilling operations from a commercial supplier.

Source of Construction Materials

Plans call for use of material-in-place for construction. If caliche is necessary for road
or pad surfacing, it would be obtained from the reserve pit. No caliche or other material
will be taken from Public Land without prior approval.

Methods of Handling Waste Disposal

A Drill cuttings will be disposed of in the drilling pits.

B. Drilling fluids will be allowed to evaporate in the drilling pits until the pits are dry.

C. Water produced during testing will be stored in tanks and trucked to an approved
disposal facility. Oil produced during testing will be stored in test tanks until sold.

D. The operator will comply with current laws and regulations pertaining to the disposal of
human waste.

E. Trash, waste paper, garbage, and junk will be stored in a trash trailer and will be

contained to prevent scattering by the wind.

Sarface Use Plan
Shugart West “24" Federal “F~ No. 6



10.

11.

12.

F.

All trash and debris will be removed from the wellsite within 30 days after completing
drilling, completion, and construction operations and disposal will be in an approved
trash disposal facility.

Ancillary Facilities

None are necessary.

Well Site Layout

A The well location and the 400 ft X 400 ft surrounding area have been surveyed and flagged.

B. Dimensions and relative location of the drill pad. pit, and equipment are shown on
Exhibits ‘A’, ‘B’ and ‘G’.

C. Top soil for the restoration will be stock-piled on the north and east sides of the location.

Plans for Restoration of the Surface

A After completion of drilling, completion, and construction operations. all equipment and
other material not needed for operations will be removed. Pits will be filled and the
location cleaned of all trash and junk so as to leave the wellsite in an as aesthetically
pleasing condition as possible.

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

C. If the well is not productive, the disturbed area will be restored to Federal Agency
requirements and will be accomplished as expeditiously as possible.

Surface Ownership

A. All the surface in Section 24 is Public Land.

Other Information

A Topography: The area can be described as being situated on the on the west margin of
the Querecho Plains just west of the east edge of the Nimenim Ridge escarpment. The
area is marked by an undulating surface with acolian deposits between 1 to 5 metres
high and interdunal deflation basins.”

B. Soil: Described as being Kermit-Berino association which are sandy, deep soils from
wind-worked mixed sand deposits.

C. Flora and Fauna: The vegetation consists primarily of Grassland Formation. Scrub-
grass, Disclimax Community with ground visibility averaging about 75%. No wildlife
was observed but probably consists primarily of small reptiles and rodents.

D. Pond or Streams: There are no pond or streams within one mile.

E. Residences and Other Structures: There are no known structures or residences within

one half mile of the location.

Sarface Use Ptan
Shugart West “24* Federal “F~ No. 6



F. Archacological, Historical, and other Cultural Sites: An archacological survey of the
well pad and road has been made by Geo-Marine Inc.of El Paso, TX. A copy of their
report will be filed with the Bureau of Land Management in Carlsbad as soon as it is
available.

G Land Use: No livestock were seen and there was no evidence of grazing. The land
appears to be essentially idle.

H. Operator’s Representative:

Larry Wheat, Drilling Superintendent Office Phone:  (918) 491 4114

7130 S. Lewis Ave., Suite 700 Cell Phone: (918) 855 6222
Tulsa, OK 74136-5489 Pager: (918) 643 6430
Fax: (918) 488 8750

Certification:

I certify that 1, or persons under my direct supervision, have inspected the proposed drillsite and
access route; that I am familiar with the conditions which presently exist; that the statements
made in this plan are, to the best of my knowledge true and correct; that the work associated with
the operations proposed herein will be performed by KCS Medallion Resources, Inc. and its
subcontractors in conformity with this plan and the terms and conditions under which it is
approved. This statement is subject to the provisions of 18 U.S.C. 1001 fo filing of a false
statement.

Datc S~ /[~ ] _Signed /%A/L« / /4)/\
L/jDrilljnéﬁﬁneer

Title:

Surface Use Plan
Shugart West “24" Federal “F~ No. 6



United States Department of the Interior
BUREAU OF LAND MANAGEMENT
Roswell Resource Area
2909 West 2™ Street
Roswell, New Mexico 88201-2019
Statement Accepting Responsibility for Operations

Operator name: KCS Medallion Resources, Inc.
Street or box: 7130 South Lewis Avenue, Suite 700

City, State: Tulsa, OK
Zip code: 74136-5489

The undersigned accepts all applicable terms, conditions, stipulations, and restrictions concerning
operations conducted on the leased land or portion thereof, as described below:

Lease No.: USA LC 028990(a)

Legal Description of land: S/2 of S/2 of Sec. 13,
SE/4 of SE/4 of Sec. 14,
NE/4 & E/f2 of NW/4 of Sec, 23, and
NW/4 & SW/4 of NE/4 of Sec. 24
all m T18S, R30OEN.MPM.
Eddy County, New Mexico

Formation(s) (if applicable):

Bond Coverage:(State if individually bonded or another’s bond)
New Mexico Statewide Bond. Nations Bank Letter of Credit No. 152893
BLM Bond File No.: NM2438
Authorized Signature:

e

Superintendent

Date: O@_/é _&/



Self Certification
of
Authority to Conduct Operations

1, Larry Wheat, being the representative for KCS Medallion Resources, Inc. (Operator)
certify that | have the necessary consent of the proper lease interest owners to conduct lease operations
associated with this well/lease, the Shugart West “24" Federal “F” No.6, located 1650 ft FNL and
23100 ft FWL of Sec. 24, T18S, R30E, Eddy County, New Mexico..

Bond coverage for lease activities is provided by KCS Medallion Resources, Inc.

I
J

o
=

Drilling Superintendent
KCS Medallion Resources, Inc.

Date '~ /L-0/




Exhibit “E”

Eight Point Compliance Program
KCS Medallion Resources, Inc.
7130 South Lewis Avenue. Suit 700
Tulsa. OK 74139-5489

Drilling Plan
Shugart West 24" Federal “F” No. 6 Lease No.: USA LC 028990 (a)
1650 ft FNL & 2310 ft FWL Lease Description: NW/4 & SW/4 of NE/4
Sec. 24, T18S, R30E NM.P M. & more in other sections
Eddy Co. New Mexico
L. Estimated Tops of Geologic Markers
Horizon Depth ft Sea Level Datum
Surface 0 +3.556
Anhydrite 446 +3,110
B/Salt 1,706 +1.850
Yates 1,866 +1.690
7-Rivers 2.096 +1.460
Queen 3.056 +500
Penrose 3,326 +230
Grayburg 3,536 +20
San Andres 4,266 -710
Delaware 4,706 -1.150
Bone Springs 5,736 -2.180
1*' Bone Springs sd. 7.576 4,020
2™ Bone Springs dolo. 8,106 -4,550
Total Depth 8.500 4,944
2. Estimated Depths of Water. Oil or Minerals
A Fresh Water

It is possible that fresh water zones could be encountered at depths up to 200 to 300 ft. Any
zones encountered will be protected by the 13 5/38" casing set at 760 ft and by the 8 5/8" casing
set at 2800 ft. Both strings of casing will be cemented to the surface.

B. Oil and Gas

Qil in the Bone Springs Sand is the primary objective of this well. It is also possible that shows
of gas or oil may be encountered in other zones. Potentially productive horizons. as indicated by
samples and/or electric logs will be protected by 52" casing with cement up to a minimum of
500 ft above the upper-most zone of interest.



The Operators Minimum Specifications for Pressure Control

A

Exhibit F is a schematic diagram of the blowout prevention equipment. The annular BOP and
rams will be hvdraulically tested to 2750 psig (70% of the internal yield strength of the 8 5/8" 32
Ib/fi. J55 casing) after nippling up and after any use under pressure. Annular and pipe rams will
be operationally tested each 24 hr period and blind rams will be tested each time the drill pipe is
out of the hole. Accessories to the BOP will include a floor safety valve and a choke manifold
with a pressure rating equivalent to the BOP stack

Testing Procedures:

1. All casing below the surface string will be tested to .22 psig/fi or to 1500 psig,
whichever is greater, but not to exceed 70% of the internal yield strength of the casing.

2. All ram type preventers will be tested to the rated working pressure of the stack or to
70% of the minimum internal yield of the casing . whichever is less.

3. Tests will be performed at the time of installation, and prior to drilling out of the casing
shoe, and at least every 30 days.

4. The intermediate casing string will be tested prior to drillout by drilling cement to
within 15-20 ft of the shoe, raising the drillstring off bottom, closing the pipe rams. and
raising the casing pressure to the desired pressure.

5. The production string will be tested prior to drillout or perforating by pressuring to the
desired pressure.

No over pressured formations are expected to be encountered. however drilling fluid levels will
be visually monitored while circulating the reserve pit. A flow rate monitor will be installed in
the mud flow line and fluid level indicators will be installed on the steel circulating tanks.

Proposed Casing and Cementing Programs

A All casing below the conductor will either be new and manufactured to API
specifications or used and reconditioned to Grade “A” specifications. Minimum casing,

specifications are shown below.
String Size  Wt/ft Grade Thread Type Setting Depth Condition
1 20" 52.73# Sch10 NA 40' to 80' Used. Grd. A
2. 13 3/8" 48# H40 8md ST&C 760' New or Used, Grd. A
3. 85/8" 32# J55 8md ST&C 2,800 New or Used. Grd. A
4 5%"  17# J55 8md, LT&C 0' to 900’ New or Used. Grd. A
Sw"  15.5# )55 8md LT&C 900’ to 6200' New or Used. Grd. A
51" 17# J55 8md, LT& C 6200 to 8500' New or Used. Grd. A
B. Cementing
l. The hole for the conductor casing will be cut with a rat hole digger and

sufficient hole will be cut to drill into consolidated sediments. Since the casing
comes in 40 ft lengths, either 40ft or 80 ft of hole will be drilled depending on
the consolidation of the underlying sediments. After drilling is completed

2
Drilling Plan
Shugart West “24" Federal “F~ No. 6



casing will be set on bottom and cemented to the surface with readv-mix

cement.

The 13 3/8" surface casing will be sct at approximately 760 ft in 17 2" hole
using a guide shoe, insert float, and at least three centralizers. It will be
cemented to the surface with 100% excess slurry consisting of a lead slurry of
320 sacks of Class ‘“H’ cement + 3% D79 + 0.25pps of D29 mixed with 14.14
gal/sk of water for a weight of 12.0 ppg and a yield of 2.39 cf/sack. followed by
a tail slurry of 200 sacks of Class *C” Cement + 2% S1 mixed with 6.3 gal/sk of
water for a weight of 14.8 ppg and a slurry yield of 1.34 cu ft/sack. 1" pipe and
a 100 sack top out system will be available in the event that the cement does not
circulate.

The 8 5/8" intermediate casing will be set at approximately 2800 ft in 11" hole
using a float shoe, a float collar, and at least 6 centralizers. The slurry design
will provide 100% excess and will include a lead sturry of 480 sacks of class
*H’ cement + 3% D79 + 0.25 ppg of D29 mixed with 14.14 gal/sk of water for
a weight of 12.0 ppg and a yield of 2.39 cf/sack followed by a tail slurry of 200
sacks of Class ‘C’ Cement + 1% S1 mixed with 6.3 gal/sk of water for a weight
of 14.8 ppg and a vield of 1.33 cf/sack.

If run, the 5 %" production string will be set at about 8.500 ft in 7 7/8" hole. A
float shoe, a float collar, and sufficient centralizers to centralize the casing
through all prospective pay zones will be run. Sufficient slurry will be pumped
to cover the uppermost prospective zone with at least 500 ft of cement using at
least 20% excess slurry. Assuming a First Bone Springs Sand completion with
casing set at 8,500 ft and a desired cement top of 7,000 ft (Bone Springs Sand
top estimated to be below 7500 ft), the casing would be cemented with a lead
system of 25 sacks of 50:50 Poz:Class ‘H’ Cement: +2.5% D44(bwow) + 2%
D20 + 0.2% D59, mixed with 12.52gal/sk of water for a weight of 12.0 ppg and
a vield of 2.18 cf/sack. The slurry would be preceded by 20 bbls of CW-7
Chemical Wash. This slurry would be followed by a tail system of 245 sacks of
50:50 Poz:Class ‘H’ Cement +5%D44(bwow) + 2% D20 + 0.2% D59. The top
of the lead slurry should reach to about 6750 fi.

A stage collar will be run in the 5 4" casing at about 4300 ft. The casing will
be cemented through the stage collar with a lead slurry consisting of
approximately 160 sacks of 35:65 Poz:Class H cement + 5% D44(bwow) + 6%
D20 mixed with 12.94 gal/sk of water for a weight of 12.2 ppg and a yield of
2.27 cf/sk followed by a tail slurry of 50 sacks of Class ‘H” cement + 1% S1
mixed with 5.21 gal/sk of water for a mixed weight of 15.6 ppg and a yield of
1.19 cf/sk. These slurry volumes are approximate as they will be adjusted to
the actual hole volume as determined by a caliper log to be run over the interval
to be cemented. Sufficient slurry will be pumped to put the top of the cement
up to about 2,300 ft; i.e.. 500 fi into the 8 5/8" surface casing,

Casing seats shown are at approximate depths and cement volumes are
approximate. Actual volumes may vary depending upon hole conditions and
actual casing setting depths.

Drilling Plan
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3. Drilling Fluid Program

A Fluid Characteristics by Interval

1.

0 to 760 fi. Fresh water, native mud. gel, & LCM.

Weight 8.6109.0 ppg
Viscosity 27 - 45 sec/qt
Fluid Loss NC
ph 95-10
LCM as needed
2. 760 ft to 2800 fi. Brine/ water, gel. caustic soda, lime, & polymer.
Weight 9.7 10 10.0 ppg
Viscosity 27 to 34 sec/qt
Fluid loss NC
ph 9.5-10.5
LCM as needed
3. 2800 to 6,000, Fresh water, gel. polymer, KCI. caustic soda, and lime
Weight 8.4-86ppg
Viscosity 27 to 30 sec/qt
Fluid loss NC
ph 95-10.0
LCM as needed
4. 6.000 to 8,500, Fresh water, KCI. polymer. gel, caustic soda, and lime
Weight 88-90ppg
Viscosity 30 to 32 sec/qt
Fluid loss 10 cc
ph 9.5-10.0
LCM as needed
B. Adequate stocks of drilling fluid materials will be on hand to handle lost circulation
and/or kicks should they occur.
6. Testing, Logging, Coring, and Completion Programs
A Testing:
The Bone Springs Sand is the primary objective in this well and will possibly
be drillstem tested if present. Other zones may be tested if hydrocarbon shows
are encountered.
B. Logging:
A Gamma Ray/Compensated Neutron log will be run from the surface to TD.
A Dual Laterolog and a Formation Density Log will be run from TD to 7600 ft
and from 6000ft to 4700 ft..
A Mud Logger will be installed and in operation from 4800 ft to TD.
C. Coring:

No conventional coring is anticipated. Sidewall cores may be taken over zones

of interest.

Drilling Plan
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D. Samples:
Formation samples will be caught and bagged at 10 fi intervals beginning at
2800 ft.

E. Completion:
Zones expected to be productive will be sclectively perforated and tested. Acid
treatment for mud cleanup and stimulation may be necessary. Hydraulic
fracturing may be employed to increase productivity if required.

7. Anticipated Abnormal pressures. Temperatures, or Other Hazards

A Abnormal Pressures:
There have been a few isolated instances of minor over pressuring reported in
the area but none is expected here. With the flow detection equipment, casing
design, drilling fluid program, surface pressure control equipment. and with
alerted crews, any unusual flows caused by over pressuring will be quickly
detected and readily contained.

B. Abnormal Temperatures:
There are no known instances of abnormally high subsurface temperatures
being recorded in the area and none are expected in this well.

C. Other Hazards:
Hydrogen Sulfide has been considered and none is anticipated in any of the
formations to be penctrated in this well. However, monitoring equipment will
be installed and crew training completed prior to drilling out of the 8 5/8"
casing to be set at about 2800 ft. In the event that Hydrogen sulfide is
encountered. a Hydrogen Sulfide Drilling Operations Plan is included as
Exhibit “T”.

8. Anticipated Starting Date and Duration of Operations

Dirt work operations will commence as soon as drilling contractor selection is completed and the
required permits have been received which is expected to be late September 2001. Location and
road construction will require about 5 working days. Drilling operations will require about 20
days and completion operations and surface facilities construction are estimated to require an
additional 30 days.

Drilting Plan
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Exhibit "F"
KCS Medallion Resources, Inc.

Typical BOP Equipment Arrangement

All BOP Equipment to be 3000 psig Working Pressure or Greater
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Exhibit “I”
KCS Medallion Resources, Inc.

Hydrogen Sulfide Drilling Operations Plan

L. Hydrogen Sulfide Training.

A

All rig crews and company personnel will receive training from a qualified instructor in the
following areas prior to penetrating any hydrogen sulfide bearing formations during drilling
operations:

1. The hazards and characteristics of hydrogen sulfide (H2S).

2. The proper use and maintenance of H2S safety equipment and of personal protective
equipment to be utilized at the location, such as H2S detection monitors, alarms.
warning systems, and breathing equipment. Briefing areas and evacuation procedures
will also be discussed and established.

3. Proper rescue techniques and procedures will be discussed and established.

In addition to the above, supervisory personnel will be trained in the prevention of oil and gas
well blowouts in accordance with Minerals Management Service Standards Subpart -0- 250 -
212.

Prior to penetrating any known H2S bearing formation, H2S training will be required at the well
site for all rig crews and company personnel that have not previously had such training. This
instruction will be provided by a qualified instructor with each individual being required to pass a
20 question test regarding H2S safety procedures. All contract personnel employed on an
unscheduled basis will be required to have received appropriate H2S training,

The Hydrogen Sulfide Drilling Operations Plan will be available at the well site during drilling
operations.

If H2S Safety Equipment and Systems.

A

All H2S safety equipment and systems will be installed, tested, and operational when drilling
operations reach a depth approximately 500 ft above any known or probable H2S bearing
formation. The safety systems to be utilized during drilling operations are as follows:

1. Well Control Equipment:
a. Annular BOP with a properly sized closing unit so as to accommodate all pipe
sizes in use.
b. A choke manifold with a minimum of one remote choke.
2. H2s Detection and Monitoring Equipment:
a. Three(3) H2S detection monitors will be placed in service at the location. One

monitor will be placed near the bell nipple on the rig floor: one will be placed
at the rig substructure; and one will be at the working mud pits or shale shaker.
This monitoring system will have warning lights and audible alarms that will

1 Shugart West “24" Federal "F” No. o



alert personnel when H2S levels reach 10 ppm.

One Sensidyne pump or equivalent with appropriate detection tubes will also be
available to perform spot checks for H2S concentrations in any remote or
isolated areas.

Protective Equipment for Essential Personnel.

a
b.

Four(4) five minute escape packs located at strategic points around the rig.
Two(2) thirty minute rescue packs to be located at the designated briefing areas

Visual Warning System.
The visnal warning system will consist of the following:

a.
b.

Three(3) wind direction indicators.

Two(2) condition/warning signs which will be posted on the road providing
direct access to the location. One sign will be placed at the point that the
access road leaves the public road: the second sign will be placed where the
access road enters the location. The signs will contain lettering of sufficient
size to be readable at a reasonable distance from the immediate vicinity. The
sign will inform the public that a hydrogen sulfide gas environment could be
encountered at the location

2 Shugart West “24" Federal "F~ No. 6



Exhibit "I" (cont.)

KCS Medallion Resources, Inc.
Hydrogen Sulfide Drilling operations Plan
Typical Wellsite Layout
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