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New Mexico Oil Conservation Division, District I
S 1625 N. French Drive

~ Hobbs, NM 88240
a0 7
oper. ogripNo,_ | L3315
. p
it P A SR
POOL COnE Blb g0 Expires January 31, 2004
5. erial
oo onte_3,/50 1 AT
App  APINO. MZ & 3@3 3 7 6. IfIndian, Allottee or Tribe Name
la. Type of Work: X DRILL 0 REENTER Sveey 7. If Unit or CA Agreement, Name a::;N; .

. ) L7 Lease Name an Wel
1b. Type of Well: .1 well [ Gas Well 7V SingleZone [ Multiple Zone B L

2. Name of Operato_g,r ! A D ‘ ‘ ‘ H)S L L 9. API Well No.
3a. Address | 3b. Ph‘% “7‘-("'1%1"1‘8 midfi S‘l * yO! Flet ;dPooI QExploratory
. ﬂ ;o . 1

ISecTRMor

::::;:fwm (Report Iocatmn clearly and in M hany;:arerequ ments. %) mymgy or Area
7557E8L z@s FEL™ p %33 C

At proposed prod. zone
14. Distance in miles and djreytion frot{x arest town or post office* - unty orParish | Stat! .
S
15. Distance from proposed* 16. No. of Acres in lease 17. Spacing Unit dedlcatex to this well
location to nearest ,
property or lease line, ft. A
(Also to nearest drig. unit line, if any)
18. Distance from proposed location* 19. Proposed Depth 20. BLM/BIA Bond No. on file
to nearest well, drilling, completed,
applied for, on 'this lease, ft. rl (OO 8

21, Elevations (Show whnh%KDB RT, 5L, eic) 7. Approximalegate‘vorkwil(l.(;an* 23. Estimptegyduration
J q's 4.0 }

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

1. Well plat certified by a registered surveyor. 4. Bond to cover the operations unless covered by an existing bond on file (see
2. A Drilling Plan. s Item 20 abovc_’,f)i. )
3. A Surface Use Plan (if the location is on National Forest System Lands, the - Operator cettification. . )
SUPO shall be filed with the appropriate Forest Service Office). 6. Such t_)ther site specific information and/or plans as may be required by the
authorized officer.
25. Signature o | Name (Print ) 'Da
! 1 1<
1
Title . p— A
Approved by (Sjgrikture) / / J L S N | Name (Printed/Typed) i Date
e . f '
§ - Lara ' /sl Joe G. Lara ' AUG 16 2004
Title LD M AN;AGER 1 Office
t
FIE ! CARI SBAD FIELD OEFIOE
Application approval does not warrant or certify the the applicant holds legal or equitable title to those rights in the subject I€ase Which Wolild et te applicant to conduct
operations thereon.
Conditions of approval, if any, are attached. APPROVAL FOR 1 Y EAR

Title 18 U.S.C. Section 1001 and Title 43 U.S.C. Section 1212, make it a crime for any person knowingly and willfully to make to any department or agency of the United
States any false, fictitious or fraudulent statements or representations as to any matter within its jurisdiction.

" APPROVAL SUBJECT TO /%f/

Lea County Controfled Water Bagie” ' GENERAL REQUIRENMENTS AND
SPECIAL STIPULATIONS
ATTACHED

*(Instructions on reverse)
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“DIKLRICT 1

18256 N. French Dr., Hobbs, NM 88240

« DISTRIET 11

811 South First, Artesia, NM 88210

DISTRICT III

State of New Mexico
Energy, Minerals snd Natural Resources Department

1000 Rio Brazos Rd., Aztec, NM 87410

DISTRICT IV
2040 South Pacheco, Santa Fe, NM B7505

2040 South Pacheco

Santa Fe, New Mexico 875042088

Form C-102
Revised March 17, 1999

Submit to Appropriate Distriot Office
State Lease ~ 4 Copies
Fee Lease — 3 Copies

OIL CONSERVATION DIVISION

WELL LOCATION AND ACREAGE DEDICATION PLAT

0O AMENDED REPORT

AP] Number Pool Code Pool Name
Property Code Property Name Well Number
BOWERS "A” FEDERAL 45
OGRID No. Operator Name Elevation
TEXLAND PETROLEUM INC. 3645’
Surface Location
UL or Jot No. Section | Township Range 1ot Idn Feet from the vNoth/ South line Feet from the Bast/West line County
P 30 18 S| 38 E 755 SOUTH 285 EAST LEA
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 East/West line County
Dedicated Acres Joint or Infill Consolidation Code Order No.

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

—— e — — — —

OPERATOR CERTIFICATION

I Reredy certify the the information
coniained herein is true and complete to the
best of my knowlsdge and belief.

S{gnature

. a

Printed Name

&r_c_gm égn 4br/¥ w{/gc

7-26—0c¥

Date

SURVEYOR CERTIFICATION

— — — — . —— —— —— — — —

LONG - W103°10°46.6
(NAD 27)

[
|
LAT — N3Z'4246.7" |
I
|
|
1

I hereby certify that the well location shown
on this plat was plotted from field notes of
actual swveys mads by wme or under my
supervison and thot the saome is true and
correct o the best of wmy belisf

7977




- *
Fornt 3160-5
(September 2001)

UNITED STATES
DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

SUNDRY NOTICES AND REPORTS ON WELLS
Is to drill or to re-enter an
(APD) for such proposals.

Do not use this form for pro,
abandoned well. Use Form 3160-3

FORM APPROVED
OMB No. 1004-0135
Expires January 31, 2004

5. e

6. If Indian, Allottee or Tribe Name

7. If Unit or CA/Agreement, Name and/or No.

1. of Well ,
‘gpgn Well [J GasWelt .. Other

2. Name of

Well Name and No.“ v <
‘ \ V]
9. API Well No.

4 Loilon o!Well (Footage, Sec., T., R M., or Survey Déscription,

OZ.

155/ FSL 295 FEL e 30,T 185, R 3LE

12. CHECK APPROPRIATE BOX(ES) TO INDICATE NATURE OF NOTICE, REPORT, OR OTHER DATA

TYPE OF SUBMISSION

TYPE OF ACTION

Q Acidize O Decpen L Production (StarvResume) [ Water Shut-Off
V?—("“‘““‘“‘e“‘ Q3 Alter Casing O Fracture Treat Q' Reclamation O well Integrity
] Subsequent Report W Casing Repair O New Construction Q Recomplete Other

2 Change Plans Q Plug and Abandon (| Temporarily Abandon M
Q) Final Abandonment Notice Q Convert to Injection 0 plugBack [ water Disposal

13.

Describe Proposed or Completed Operation (clearly state all pertinent details, inclu estimated starting date of any proposed work and approximate duration thereof.
If the proposal is to deepen directionally or recomplete horizontally, give subsurfacglilgcauons and measured and true vempcoal depths of all

ent markers and zones.

pertin
Attach the Bond under which the work will be performed or provide the Bond No. on file with BLM/BIA. Required subsequent reports shall be filed within 30 days
following completion of the involved operations. If the operation results in a multiple completion or recompletion in a new interval, a Form 3160-4 shall be filed once

testing has been completed. Final Abandonment Notices shall be filed only after all requirements, including reclamauon, have been completed, and

determined that the site is ready for final inspection.)

e,xm&b&)s(.l_(l

c\m&.#‘lﬁ

1333 | \ .

e operator has

Ry

Tl ST o

«u.(mi‘ﬁo& bean requeskd and

14. Thereby certify that the foregoi

Name (Pn‘E‘:i‘ped)

Signature

i8 true and correct

I Title

- ] ‘ v

Date \

Conditions of approval, if any, are attached. val of this notice does not warrant or

ELD MANAGER
/s/ Joe G. Lara FIELD M

AUG 16 2004

Date

certify that the applicant holds legal or equitable title to those rights in the subject lease
which would entitle the applicant to conduct operations thereon.

om= CARLSBAD FIELD OFFICE

'gnle 18 U.S.C. Section 1001 and Title 43 U.S.C. Section 1212, make it a crime for an;

knowi d willfully to make to any department of the Uni
tates any false, fictitious or fraudulent statements or representations as to any matter wll,m wgggan vy € Y or agecy e United

(Instructions on reverse)



SECTION 30, TOWNSHIP 18 SOUTH, RANGE 38 EAST,

+

¢ LEA COUNTY, NEW MEXICO.
|
|
[N o
g3 %
N
KUY Lo 58
NS SEN: 23
It S5 =
W
t't 2 2 ;’ Q
| 3 5
S - -
l 30 o
: OWNER: OCCIDENTAL PERMIAN
NBE'41'03°E »
7 S0257'32°F
166.5 N
| BATTERY;;__:} 175.2
| &,
A, o
| TR BOWERS "A" \ N2100°56"W
@5@\1\ FED. $45 v 80B.5
/, ‘\
1 e : )
FND 1° FND 5/8"
PIPE REBAR

LEGAL DESCRIPTION

A STRIP OF LAND 30.0 FEET WIDE, LOCATED IN SECTION 30, TOWNSHIP 18 SOUTH, RANGE 38 EAST, NM.P.M., LEA COUNTY,
NEW MEXICO AND BEING 15.0 FEET LEFT AND RIGHT OF THE FOLLOWING DESCRIBED CENTERLINE SURVEY.

BEGINNING AT A POINT WHICH LIES N.4543'39°€., 1715.5 FEET FROM THE SOUTH QUARTER CORNER OF SAID SECTION 30;
THENCE N.88°41°03°E., 166.5 FEET; THENCE S.0257°32°E, 173.2 FEET; THENCE S.74°08'47°E., 993.3 FEET TO THE END OF

THIS LINE WHICH LIES N.21°00°'56"W., 808.5 FEET FROM THE SOUTHEAST CORNER OF SAID SECTION 30. SAID STRIP OF
LAND BEING 1333.0 FEET OR 80.79 RODS IN LENGTH.

1000 0

1000
| . +

2000 FEET
1

TEXLAND PETROLEUM INC.

REF: PROPOSED FLOWLINE TO THE BOWERS "A” FED. #45

A PIPELINE CROSSING FEE LAND IN
SECTION 30, TOWNNSHIP 18 SOUTH, RANGE 38 EAST,
N.M.P.M., LEA COUNTY, NEW MEXICO.

W.0. Number: 4403 J Drawn By: K. GOAD

Date: 06—28—2004 | Disk: KJG CD#5

TEX4403B.DWG

Survey Date: 06—25—2004  |Sheet 1 of 1 Sheets
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BOWERS ”“A” FEDERAL #45

Located at 755" FSL and 285 FEL

Section 30, Township 18 South, Range 38 East,
N.M.P.M., Lea County, New Mexico.

~

L

P.0. Box 1786

W.0. Number:

4403AA — KJG CD#4

Wisin

1120 N. West? County Rd.
Hobbs, New Mexico 88241

Survey Date:

06-25-2004

(505) 393-7316 - Office
(505) 392-3074 — Fax

surveys

Scale: 17 = 2000’

focused on excellence

in_the oiifield

basinsurveys.com Date:

06-28-2004

TEXLAND
PETROLEUM INC.




. ——a . £
28
26 es Y bd g - 2 s> o & 2 b » ®
AL ALA] W \BAMA b
- CITY = 4 = 2 )
3 % x 2 s | xs E 3 wa ¥ [ l 3%
‘J 7S H74 | KANSAS 7 $ W74 ] T 7S
X3 18S ans
3 6
LH73

1 7 Ly

BOWERS "A” FEDERAL #45

Located at 755’ FSL and 285 FEL

Section 30, Township 18 South, Range 38 East,
N.M.P.M., Lea County, New Mexico.

Scale: 1° = 2 MILES

mn P.0. Box 1786 W.0. Number: 4403AA — KJG CDf4
Hobba, New Mexcs paze1 | Sover 0ote oe-2s2000 | TEXLAND
| SUNVEYS ) w5735 - oree PETROLEUM INC.

focused on excellence  |ggingirveys.com Dote: 06—28—2004 |
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INJECTION LINE TO THE BOWERS "A” FEDERAL #45
Located at 755" FSL and 285’ FEL

Section 30, Township 18 South, Range 38 East,
N.M.P.M., Lea County, New Mexico.

~ M. P.O. Box 1786 W.0. Number: 4403BB - KJG CO#4
1120 N. West C Rd.
m Hobbs, Ne:sMex‘:::’y8824‘l Survey Date:  06-25-2004 TEXLAND
surve (505) 393-7316 — Office T ; \
WS (09) s0e-7are - otten i = 2000 PETROLEUM INC.
focused on excellence

basinsurveys.com Date: 06-28-2004




. " :Notd: HBOP Is equipped w sida outiets
4° pelow the rams. a spool is not required.
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Blow-out Prevarnar. Must be tested

1 1000 psi prior 10 drilling ot
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MULTI-POINT SURFACE USE & OPERATIONS PLAN

TEXLAND PETROLEUM - HOBBS, L.L.C
BOWERS ‘A’ FEDERAL WELL #45
LEA COUNTY, NEW MEXICO
LEASE NO. LC-32233-A

This plan is submitted with the Application for Permit to Drill the above described
well. The purpose of the plan is to identify 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 the operation so that a complete
appraisal may be made of th environmental affects associated with the operation.

A registered New Mexico land surveyor has staked the well and work area. Geo-
Marine Inc. has been engaged to make an archaeological reconnaissance of the

work area. Their findings concerning cultural resources will be reported to the
Bureau of Land Management.

1. Existing Roads
A copy of a USGS “East Hobbs, SE New Mexico” quadrangle map is
attached showing the proposed location. The well location is spotted on
this map, which also shows the existing road system.

Directions to location: From Hobbs, New Mexico go west on US 62 to
West County Road. Go north 1.5 miles & turn west to location.

2. Planned Access Road
A. No access road will be built.
B. Surfacing material: Caliche
C. Maximum Grade: no grade
D. Turnouts: None
E. Drainage Design: Edges of caliche location sloped

R

Culverts: None
G. Cuts and Fills: none

H. Gates or cattieguards: None



Existing wells within a one-mile radius of the proposed injection well are shown
on an area map.

Location of Existing and/or Proposed Facilities

Within one mile radius:
Gas production facilities: None

Oil production facilities: 1/4 mile south

Oil gathering lines: map of existing gathering line is attached. None
will be installed with this application.

Gas gathering lines: None
Injection lines: A line will be installed from this well 1000’ south

Disposal lines: None

All site security guidelines identified in 43 CFR 3162.7 regulation will be adhered to and
a site security plan will be submitted for the Bowers “A” federal Well #40 tank battery.

All product lines entering and leaving hydrocarbon storage tanks will be effectively
sealed.

5.

Location and Type of Water Supply

Fresh water and brine water will be used to drill this well. It will be purchased
from a supply in Hobbs and transported to the well site. Bids will be taken from
transporters to provide brine and fresh water.

Source of Construction Materials

Caliche for surfacing the well pad will be obtained from a pit located in SE of NE
Section 32, T18S, R38E, Lea County, New Mexico.

Method of Handling Waste Disposal

A. Drill cuttings will be accumulated in lined drilling pits, and hauled to disposal
when drilling is completed.

B. Drilling fluids will be hauled to disposal.

C. Water produced during test will be disposed of in the drilling pits. Oil
produced during tests will be stored in the test tanks until sold.



D. Current laws and regulations pertaining to the disposal of human waste
will be complied with.

E. Trash, waste paper, garbage and junk will be collected in steel trash bins
and removed after drilling and completion operations are completed. All
waste material will be contained to prevent scattering by the wind.

F. All trash and debris will be removed from the wellsite within 30 days after
finishing drilling and/or completion operations.

3. Ancillary Faciliti
A. None needed.

9.  Wellsite Layout

A. The location and dimensions of the well pad mud pits, reserve pit and
location or major rig components are shown on the well site layout sketch,
which is attached. The V-door will be to the east and the pits to the north.

B. Leveling of the wellsite will be required with minimal cuts or fills
anticipated.

The reserve pit will be plastic lined.

D. While constructing the pits and material is encountered at a depth, which
would not allow the pits to meet the BLM stipulations without blasting,

Texland requests a variance. There will be an adequate amount of
material to reclaim the pit per the stipulations.

E. The pad and pit area have been staked and flagged.
10.  Plans for Restoration of the Surface

A. After completion of drilling and/or completion operations, all equipment
and other materials not needed for operations will be removed.

B. Pits will be filled and location cleaned of all trash and junk to leave the
well site in as aesthetically pleasing condition as possible. Any plastic
material used to line the pits or sumps will be cut off below ground leve!
as far as possible and disposed of before the pits are covered. All

unattended pits containing liquid will be fenced and the liquid portion
hauled to disposal.

C. After abandonment of the well, surface restoration will be in aécordance
with the landowner. This will be accomplished as expeditiously as



possible. Barring unforeseen problems, all pits will be filled and leveled
within 90 days after abandonment.

1. &mmm

The wellsite is on privately owned surface. The surface is owned by: Grimes
Land Co. Ltd, Mr. Gary Schubert, P. O. Box 5102, Hobbs, New Mexico. Texland
has a surface use agreement with Mr. Gary Schubert. They will be notified of
our intention to drill prior to any activity.

A. Topography: The location is a flat plain. GL elevation is 3650°.
Soil: Sandy clay loams

C. Flora and Fauna: The vegetative cover is generally sparse consisting of
mesquite, yucca, shinnery oak, sandsage and perennial native range
grasses. Wildlife in the area is also sparse consxstmg of coyotes, rabbits,
rodents, reptiles, dove and quail.

D. Ponds and Streams: There are no rivers, streams, lakes or ponds in the
area.

E. Residences and Other Structures: There are occupied dwellings within a ¥;
mile radius of the location. The surface at the wellsite has been
substantially disturbed by previous oil well drilling and producing
activities.

F. Archaeological, Historical and Cultural Sites: Cultural resources have
been recorded in the area. Geo-Marine Inc. will be engaged to make an
archaeological reconnaissance of the work area.

Land Use: Idle

The well site will be maintained and kept clean of all trash and litter
detracts from the surrounding environment. Equipment will be maintained
in accordance with good operating practice.

I After the wellsite is cleaned and pits and sumps backfilled, any obstruction
to the natural drainage will be corrected by ditching or terracing. All
disturbed areas, including any access road no longer needed, will be
ripped. Those areas will be reseeded with grass 1f in the opinion of the
landowner, it is required.
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The fleld representative responsible for assuring compilance with the
approved surface use and operations plans Is as follows:;

Jerry Rogers
P. O. Box 239
Seminole, Texas 79360

OFFICE PPONG: ARZEBBAALD. o e ettt

Mome phone: 432-784-6818

| hareby certify that i, or person under my diract supervision, have
inspected the proposad driil site and access route; that | am familiar with
the conditions which presently exist; the statements made In this plan
are, to the best of my knowledge, true and correact; and, that the work
assoclated with the opsrations proposed herein will be performed by
Texland Petroleum - Hobbs, L.L.C. and Its contractors and sub-contractors
in conformity with this plan and the terms and conditions under which It
Is approved,
4-30- 04/
Date

.-

432-586-4412
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SURFACE USE AND RIGHT-OF-WAY AGREEMENT % GA%Y Scspipm

This Surface Use and Right-of-way Agreement (the “Agreement”) is made and entered into
this 1st day of March, 2001(the “Effective Date”) by GRIMES LAND COMPANY, L.L.C.,
whose address is P.O. Box 6056, Hobbs, New Mexico 88240, (hereinafter “Grantor”) and

TEXLAND PETROLEUM-HOBBS, L.L.C., whose address is 777 Main Street, Suite 3200, Fort
Worth Texas 76102 (hereinafter “Grantee).

RECITALS:

A. Grantor is the owner of the surface estate of the lands located in Lea County, New
Mexico, set forth and described in Exhibit “A”, attached hereto and made a part hereof
for all purposes (the “Lands”).

B.

Grantee is the owner or operator of various oil and gas leasehold interests under
portions of the Lands and is currently implementing cooperative lease line waterflood
operations with other leasehold owner/operators of other lands in the area (the
“Adjacent Lands") for the development of oil and gas leasehold and mineral interests
under and around the Lands and the Adjacent Lands, including, but not limited to the
drilling and equipping of production wells and injection wells, construction of oil
storage facilities, construction of water injection facilities, the laying of injection
pipelines and flow lines, the construction of roads, removal and use of caliche, the
construction of electrical and utility lines, the maintenance and repair of any such
wells, pipelines, roads or facilities placed on the lands by Grantee, the conduct of
seismic operations and all other operations reasonably necessary to the development of

the oil and gas leasehold and mineral estates under the Lands and the Adjacent Lands
(the “Permitted Uses").

C. For the mutual benefit of both parties, Grantee and Grantor desire to enter into this

' Agreement to grant Grantee a right-of-way across the Lands for the purposes of the

development of the oil and gas leasehold and mineral estates and to set forth specified
amounts as compensation for damages arising from specific operations of Grantee.

AGREEMENT:

NOWTHEREFORE, in consideration of ten dollars ($10.00) and other good and valuable
consideration, the receipt of which is acknowledged by the undersigned, and in consideration of

the mutual covenants and agreements set forth herein, Grantor and Grantee hereby agree as
follows:

1. Grant of Rights. Grantor does hereby GRANT and CONVEY unto Grantee and its
successors and assigns, with warranty covenants, the right, privilege, easement and
right-of-way to use the surface of the Lands as may be reasonably necessary solely for
the Permitted Uses. The rights granted in this paragraph are subject to all terms and

Page -1-



conditions of this Agreement, including the consultation and accommodation
provisions contained in paragraph 3 hereof.

Surface Damage Schedule. Grantee shall pay to Grantor consideration and damages

for utilization of the Lands for Permitted Uses initiated after the date of this
Agreement in accordance with the following schedule:

(a) Water processing and storage facilities, tank batteries and well locations (either

injection or production): $ 4,500.00 per acre to be calculated based on the area
disturbed.

(b) Caliche from the Lands: $ 3.00 per cubic yard.
(c) Pipeline Rights-of-Way/Easements $ 15.00 per rod.

(d) Road Rights-of-Way/Easements: Road easements not to exceed 12' in width -

$15.00 per rod.
(¢) All electric lines and utility easements: $ 15.00 per rod.

(f) 3-D Seismic: $ 10.00 per acre for any portion of the Lands included within a
seismic survey by Grantee.

Grantor and Grantee stipulate and agree that the amount set forth above constitutes
reasonable compensation for damage caused to the Lands by Grantee in connection
with the Permitted Uses. The schedule of damages set forth above shall be adjusted
on the 5" anniversary of the Effective Date and every five (5) years thereafter based
upon the change in the consumer price index, all urban consumers using U.S. City

Average, all items in an index base of 1982 - 1984 equals 100, using the most recent
sixty (60) month information available.

"In the event Grantee digs and removes caliche from the Lands, Grantee shall level

such site and bring such location up to or above the original grade once Grantee's use
of such site is concluded.

Grantee is aware that Grantor owns and operates a produced water disposal facility,
fresh water trucking facility and brine water supply facility. Grantee agrees to
purchase these products and services from Grantor so long as Grantor can provide
such services at the most favorable competitive market rate. Additionally, Grantor has
a tap and meter located upon the Lands for potable water from the City of Hobbs. In
the event Grantee has need for additional make-up water in connection with Grantee's
water flood operations, Grantor agrees to sell water to Grantee at Grantor's cost under

its account with the City of Hobbs. This water will only be used after all water rights
and pumping operations of Grantee are exhausted.

Use of Surface. Grantee agrees to bury all water injection pipelines (i.e. pipelines

Page -2-
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going from the water injection facility to the injection wells) to a depth of at least
twelve inches (12"). All other pipelines may be placed upon the surface of the lands
or buried, at Grantee's election; provided however, any such pipelines placed upon the
surface shall be polyethylene or steel pipelines. Grantee agrees to consult with
Grantor regarding the routes, locations and construction of any pipelines or
construction of any well-sites, roads or facilities upon the Lands and Grantee agrees to
reasonably accommodate the existing uses of Grantor upon the Lands. Likewise,
Grantor agrees to conduct its operations on the Lands in a way that reasonably
accommodates the rights granted under this Agreement to Grantee. In the event
Grantee elects to utilize polyethylene pipelines upon the surface of the Lands, Grantee

shall first obtain Grantor’s prior written consent, which consent shall not be
unreasonably withheld.

Grantor's Fence. Grantor has advised Grantee that a perimeter fence around a portion
of the Lands is bemg nstructed by Grantee and Occidental Permian, Ltd. pursuant
to plans dated __ )2/ / 2000, which have been furnished to Grantee. Grantee
shall be granted reasonable access to the Lands and Grantee agrees to cooperate with
Grantor and/or Occidental Permian, Ltd. with regard to the location of gates and other
issues relating to the security of the portion of the Lands included within such fence.

Term. This Agreement is effective as of the date first set forth above and shall
remain in full force and effect for so long as Grantee, its successors and assigns own
and/or operate oil and gas leasehold or mineral interests under the Lands. Upon the

termination of this Agreement, Grantee shall execute and deliver a Release of this
Agreement to Grantor.

Memorandum. Grantee and Grantor shall execute a Memorandum of this Agreement
to be recorded in the County records of Lea County, New Mexico.

No Waiver of Rights. It is acknowledged that Grantee has certain rights and interests
upon the Lands by operation of law and by virtue of the contractual provisions
contained in the oil and gas leases governing its leasehold estate under portions of the
Lands. With the exception of the surface damage schedule stipulated and agreed to by
Grantor and Grantee herein, it is understood and agreed by the undersigned that this

Agreement in no way waives or limits the rights held by Grantee pursuant to New
Mexico law and the outstanding oil and gas leases.

Agreement Binding on Successors and Assigns. This Agreement shall extend to, be
binding upon, and inure to the benefit of, the respective heirs, devisees, legal

representatives, successors and assigns of the parties hereto, and shall constitute a
covenant running with the Lands and leasehold interests of Grantee.

Page -3-

"



This Agreement is executed effective the 1* day of March, 2001.

GRANTOR:

GRIMES LAND COMPANY, L.L.C.

TEXLAND PETROLEUM-HOBBS, L.L.C.

By: Texland Petroleum, Inc., Managing Member

By;
es H. Wilkes, President and
Chief Operating Officer
STATE OF NEW MEXICO §
§
COUNTY OF LEA §
This instrument was acknowledged before me on th day o , 2001 by

GARY SCHUBERT, Managing Member of Grimes Land Company, L.L.C., a Néw Mexico
limited liability company, on behalf of said company.

Page -4-

i o 7



" STATE OF TEXAS §

§
COUNTY OF TARRANT §

This instrument was acknowledged before me onthe _/ _ day of M 2001, by

JAMES H. WILKES, President and Chief Operating Officer of Texland Petroleum, Inc., a Texas
corporation, as Managing Member of Texland Petroleum - Hobbs, L.L.C., a Texas limited
liability company, on behalf of said company.

" onend {a-’.-.mh;.uﬁuﬁ'awm-’“ ;

#5549 MARGARET L. NETTLETON
*b% ) NOTARY PUBLIC
OPV)) STATE OF Texas

My Comm. Exp. 8-13-2002
"IN AY i g mgg

Notary Pablic for the of Texas

Page -5-
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SAFETY

It is the Texland Petroleum's responsibility in all operations to do everything possible to insure
the safety of it's employees and the contract employees on the job site, and further, to provide

for the safety and comfort of persons near the operation by protecting the environment to the
fullest degree possible.

The primary purpose of the procedures outlined herein is to guide the personnel on location in
the event that Hydrogen Sulfide (H,S) gas reaches the surface.

To protect their own safety and the safety of others, all personnel on the job site will rigidly
follow this plan.

PRIMARY RESPONSIBILITIES

In case of a release of a potentially hazardous amount of H,S, all personnel will immediately
proceed upwind to the nearest designated safety area and don their protective breathing
equipment. The Texland Petroleum Representative will immediately, upon assessing the
situation, set this plan into action by taking the proper procedures to contain the gas and notify
the appropriate people and agencies.

If Texland's Representative is not on location or is incapacitated this responsibility will fall to
the Drilling Company's Toolpusher.

If both are absent or incapacitated, the Driller on tour will then be responsible.

All safety equipment will be installed and operational so safety procedures can be completely
dependable when drilling has reached a depth of 3800 feet.
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LOCATION INFORMATION

DIRECTIONS TO LOCATION

From Hobbs, New Mexico. Go west on US 62 - 180 to West County Road. Go north 1.6
miles to Mahan Drive. Go west 0.1 mile to the location on the right side of the road.
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Page 6
EMERGENCY PHONE NUMBERS
Hobbs Fire Dept. 911 505-397-9308
Hobbs Ambulance o1 505-397-9308
Hobbs Police Dept. 911 505-397-0265
Lea County Sheriff 911 505-393-2515
New Mexico State Police 911 505-392-5588

Hobbs Hosplital

NMOCD Hobbs - Office: 505-393-6161

Hobbs, New Mex. 505-392-6581

Team Leader: Jerry Rogers

Fax: 505-393-0720
Downhole Services Team Leader: Jerry Rogers

432-596-4412
432-596-4412



COMPANY REPRESENTATIVES AND NUMBERS

TEXLAND PETROLEUM, L.P.

DRILLING FOREMAN

SUPERINTENDENT

PRODUCTION FOREMAN

CAPSTAR DRILLING

FULLERTON, TEXAS
RADIO PATCH

JERRY ROGERS - office
‘ home
“ cell
“ pager

TOM FOX - offlce
“ home
“ pager
“ cell

KIRK JACKSON - office
“ cell

ODESSA, TEXAS

432-596-4412

432-596-4412
806-794-6818
806-781-3396
806-761-7907

806-894-4657
806-794-1329
806-741-9607
806-781-3414

432-596-4412
432-894-1461

800-442-5224
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EMERGENCY NOTIFICATION

Evacuation Plan

The following general plan has been developed in the event that any public evacuation
becomes necessary:

1.

10.

11,

The company has requested and has been assured of the support by the various public
safety entities in the area.

Any evacuation will be conducted with and coordinated by the County Sheriff and
supported by the State Highway Patrol.

Assistance from other public safety entities will be enlisted and coordinated by the County
Sheriff's Office.

The included maps detail the area of the wellsite including the inventory of the public
within the radius of exposure of the well,

In the event that there is any suspected problem on the well, the wellsite supervisor will
notify the Sheriff's Office for "Alert Status".

"Alert Status" will require that available public support personnel will assemble at the
courthouse and standby for instructions.

If isolation and evacuation are necessary, units will be dispatched to points marked on the
map with instructions to maintain road blocks.

Evacuation teams will then proceed to sectors to be evacuated. Evacuation procedures
will follow appropriate consideration for wind conditions.

Personnel from Calloway Safety Equipment Company w1ll establish safe perimeters using
an H,S detector.

The New Mexico Oil Conservation Division and other authorities will be notified as soon
as possible.

Other Supplemental contractors will be contacted and called in as needed.



RESIDENTS AND PUBLIC ROADS

IN RADIUS OF EXPOSURE (ROE)
Businesses: 1800’ to the east of the location
Residence; 1 mile west of the location
Public Roads:

County Road: 200" to the south of the location
175’ to the west of the location

** See map

CONTINGENCY PLAN
TEXLAND PETROLEUM

PAGE 9



PAGE 10

CONTINGENCY PLAN
TEXLAND PETROLEUM

: ) TEXAS s
u.— . ! oo A ~ _ vE !
[ hd * an.l..u i — . ///&-.u” s ~4 ~~l | I - { . { H .
! . T U i u...... ///.. § < &l o’
” : vl piE ok - | ~}_ R . .
! U S . : . . ~
TSN _Fa. i Dt e v A ) e, Y AR - Y
1 'y (3 L K et . ] -~ )
X ' \ A v = ol D ? vz . ~<) . s
[ » M . .b . ooll . e~ *
i . ) ' _ » 2 oy ~i. ofe
| GO L] . _ ‘ m H > s ofe o ==
. ' Fan " 7 '.ﬂ. - 0K 0 o P P T~
i o ; of . 4
- 7,". « B ot o .\. 4 .# * -n..u.-.-mnnnc b K
J..m.ur.nrau.lcnr!:. PR RIS moorosa pat?i] | g2t ?u~..=.. . ole s Rl
>~ . . - - g ] o [
~ g . L o D ¢ TG o o) N 310 570 ofo, 8 o oW o oo o|e
$ e . ..-. s “- L ohu-l“i. -\?-o -.-u..- .I‘F'nl
o i..lllln.—..'-uu.l.v - 3] = Ty e ™ i ! I wile o % "o ls o Fele o o sfefe ogr o Ty
° 1 : Ir= L ¥ e Ry (& i SRy A B o
N ¥ { ) 5 i I—. S S, i g O e i NN
. L . . . - ) B
X N L * WT" Y | . - .r&.a.:.m T Al -
ol 5 . s 395 % *1" e I
- . e - == & —— ° 3I'N o “as olofy 0 ole S ole
. o3 e o . - y H b * fcla- ' (3 l”ml“lh.“" R- * ----couucu-i‘\ﬂ. f
- e ] oo ole . o P, eyl oo oo oo —d 5 ol o o 2le gt 3 & ofe
. | v o B[ elB, 3 3 - . ol oo sl *°, s
. . ® = " :..a.r.....i = ok /.....mm.uu..o. . = e R U
. .| . oje of@ - L . .
LK1 o soliSge @ mn.-c-..u.”l”q.”m“- : ' “-W””- -". -o- ‘ -n-”n”..--“u.\s Ji%
o o o o 0
. T a1 o o gl P el o G- P v
0 o ol = o o ofs o0 o . o . oy -]
. ole o 8\ 0 ef® o o cofe . . K o .
HE ..// . .d aﬂ JF e
= . AN LI . - » oo
. . N\ ® K - t] e oo
g S S o - o . -!o R0
» R . ] . “on” A ] 4 - o v s offls o0 o0 @
v g - 8. 32 /c : --o ,-u-v“.“.. “..
. . o g ﬁwxhp.w > 7 AT
’ L * s s s ole . W & iy g m—-m.h-- 2ssases m-m-m
N N ST an .
e 3 T ......-. ...I...
“'\-\M\-.--o 4 \ i MDA -
® ole o o o & ® - .
-ooo*-oo /e ”-\\ -\-n-\.n\-u e ¢ ofjo o ¥
uoT oo&-o . d] ) on.. ] BV A
"“- o'” “oo- . o .n.-vlo --.-\N.
o s ecfssc e 2 DR 7 P
» A
B Y3 LA KK -l
e ') o . s &
oo yosfe o . oo oo
c.\\-coo-cuoo & ove
o.\-.uccc.o.oao -.'I&!
Y OO . ole
..“L.-o--n s
--0.:0..-.-
“l
° (] s - 4
..‘ '... " " Yﬂ
ofe L5 u W\ k "
Suxs] -om- A B ]
. oty 2, " v
. .... < .
\ . s eseranhadensy .
\ — A\ . SO HV....-P i 1. nd&&nl - 0
w—t 17 . A S NN v
. Ampl ¢
A A k4




CONTINGENCY PLAN
TEXLAND PETROLEUM

PAGE 11

EMERGENCY PROCEDURES

RESPONSIBILITIES AND DUTIES

Texland Petroleum's Drilling Foreman

1.

In an emergency, the Drilling Foreman on duty will have complete responsibility and will
take whatever actions are deemed necessary to insure the personnel's safety, to protect the
well and to prevent property damage.

2. Will advise the superintendent when procedures as specified herein have been met, will
inform of emergencies and devxanons from-the plan, and ensure that procedures are
observed at all times.

3. Will advise each contractor, service company and all others entering the site, that
Hydrogen Sulfide may be encountered and the potential hazards that may exist.

4. Will authorize the evacuation of local residents if Hydrogen Sulfide threatens their safety.

5. Will keep the number of persons on location to a minimum during hazardous operations.

6. Will assess the situation when an alarm sounds, and issue work orders; or, when
conditions warrant, order all personnel to "Safe Briefing Areas".

7. Will direct corrective actions to control the flow of gas.

8. Has full responsibility of the decision to cease drilling operations.

Drilling Company

1. The Toolpusher will assume all responsibilities of the Texland Petroleum's Drilling
Foreman in an emergency in the event that the Drilling Foreman becomes incapacitated.

2. The toolpusher will order the Driller to secure the rig, if time permits.

3. 'The Driller will secure the rig in an emergency situation, if time permits.
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Special Notation:

In case of an emergency, and in the absence of a company man or toolpusher, an employee of
Callaway Safety Equipment Company, acting as Texland Petroleum's agent, will assume all
responsibility for safety to immediate personnel and to public safety.

1. Visitors will be restricted, unless accompanied by the Texland Petroleum's Drilling
Foreman, when Hydrogen Sulfides might be encountered.

2. Visitors and non-essential personnel will be prohibited from remaining in or entering
contaminated areas where Hydrogen Sulfide concentrations in the atmosphere exceed
ten(10) ppm.

| 3. When Hydrogen Sulfide might be encountered, no personnel on location will be permitted
to sleep in vehicles. '
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EMERGENCY PROCEDURES

The fact is to be instilled in the minds of all rig personnel that the sounding alarm means only

one thing: H,S is present. Everyone is to proceed to his assigned station and the contingency
plan should be put into effect.

In order to assure proper execution of the contingency plan, it is essential that one person be
responsible for and in complete charge of implementing these procedures. The responsibility
will be Texland Petroleum, Inc.'s representative.

1. Texland Representative on location - should he become disabled or unable to locate

2. Senior Texland Representative - should he become disabled or unable to locate

3. Senior Texland Drilling Engineer - should he become disabled or unable to locate

Drilling Crew Actions:

1. All personnel will don their protective breathing apparams.' The Driller will take
necessary precaution as stated in "Operating Procedures”.

2. The "Buddy System" will be implemented. All personnel will act upon directions from
the company Representative.

3. If there are non-essential personnel on location, they will move off location,

4. Entrance to location will be patrolled and the proper Well Condition Sign will be
displayed at the entrance to the location.
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INSTRUCTIONS TO PERSONNEL
WHERE
HYDROGEN SULFIDE MAY BE ENCOUNTERED

Every person involved in the operation will be informed of the characteristics of
Hydrogen Sulfide, it's dangers, safe procedures to be used when it is encountered and
recommended first aid procedures for regular rig personnel.

The Supervisor will conduct training sessions and will repeat them as deemed necessary
by him or as instructed by the Drilling Foreman.

Instructions will include the following:

Dangers of Hydrogen Sulfide

Use and limitation of air equipment

Use of resuscitator; organize "buddy system" and first aid procedures

Use of detection devices; designate responsible people

Explain rig layout, current policy on visitors, designate smoking and safety areas, and
emphasize the importance of wind direction

Explain functions of H,S Supervisor

Explain and organize H,S drill

Explain the overall emergency plan with emphasis given to the evacuation phase of the

plan.

U L

™

F®

The above instructions will be attended by every person involved in the operation.
Visitors wilf be instructed to report to the Texland Petroleum's Drilling Foreman.

Visitors will be refused entrance for lack of safety equipment, if special operations are in
progress, or for other reasons involving personnel safety.
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OPERATIONS WHEN HYDROGEN SULFIDE IS DETECTED

At this time, the Texland Petroleum's Drilling Foreman will assess the situation, outline a
program of control and assign duties. His instructions will be followed carefully. Success
depends on how quickly, thoroughly and effectively each man does his assigned duties.

When severity of the situation has been determined, all personnel will be advised.

Personnel will develop a practice of watching out for each other when emergency
conditions exist. Where possible, work should be done in pairs. When a Hydrogen
Sulfide emergency exists, personnel should use the "buddy system" to prevent anyone
from entering a contaminated area alone.

Hydrogen Sulfide gas discipline will be followed, when "Masks On" requirements exist.
THERE ARE NO EXCEPTIONS.

Personnel will not remove the breathing equipment until tests indicate that the atmosphere
is safe to breathe and "All Clear" is announced.

In the event of Sudden Gas Release, with no advance warning, personnel will be
instructed to take the following general actions:

a. Hold breath - do not breathe

b. Put on protective breathing equipment

c. Help any person(s) in distress

d. Proceed to the designated "Safe Briefing Area" and secure instructions from Supervisor
e. -DO NOT PANIC

f. If conditions warrant, the Driller will secure the rig, stop motion of the rig, and close
the blowout preventers.

g. Schooling and instruction to all personnel on the site, concerning Hydrogen Sulfide
Safety will be conducted by Cailaway Safety Equipment Company instructors.

NOTE: PUT ON YOUR BREATHING EQUIPMENT BEFORE ATTEMPTING A
RESCUE.

YOU TOO, CAN BECOME A VICTIM.
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DRILLSITE LOCATION
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10.
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DRILLSITE LOCATION

The drilling rig should be situated on the location, such that prevailing winds blow

across the rig toward the reserve pit or at right angles to a line from the rig to the
reserve pit.

The entrance to the location should be designated so that it can be barricaded if
Hydrogen Sulfide emergency conditions arise. An auxiliary exit (or entrance) should
be available so that in case of a catastrophe, a shift in wind direction would not

preclude escape from the location. Appropriate warning signs and ﬂags should be
‘placed at all location entrances.

Once H2S Safety Procedures are established on location, no beards or facial hair,
which will interfere with face seal on mask, will be allowed on location.

A minimum of two "Briefing Areas" will be established not less than 250 feet from the
well head and in such location that at least one area will be upwind from the well at all
times. Upon recognition of an emergency situation, all personnel should assemble at
the designated "briefing Areas”" for instructions.

A Safety Equipment Trailer will be stationed at one of the Briefing Areas. A wind
streamer will be attached near the trailer to indicate wind direction.

Three (3) windsocks will be installed arid wind streamers, 6 to 8 feet above ground
level, placed at the location entrance. Windsocks shall be illuminated for night time
operation. Personnel should develop wind direction consciousness.

The mud logging trailer will be located away from the shale shaker mud tank and a
minimum of 125 feet from the well bore.

Shale shaker mud tanks will be located so as to minimize the danger from gas that
breaks out of the drilling fluid.

Electric power plants will be located as far from the well bore as practical so that it
may be used under conditions where it otherwise would have to be shut down.

When approaching a depth where Hydrogen Sulfide may be encountered, appropriate
warning' slgnswxllbepostedonallaccessroadstothelocauonandatthefootofall
stairways to the derrick floor.



11.

12.
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Appropriated smoking areas will be designatéd and smoking will be piohibited
elsewhere.

On the rig bulletin board and in the safety equipment trailer, will be posted in clear
plastic envelopes, a list of current emergency telephone numbers.
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SPECIAL EQUIPMENT

An automatic Hydrogen Sulfide Monitor will be installed with a combination visual and
audible alarm system located where it can be seen and/or heard throughout the drilling
location. This system will have the capabilities of being activated from four (4) points.

The automatic monitor should be set to trigger the drilling location visual/audible
alarms when Hydrogen Sulfide concentrations is the atmosphere reach 10 ppm.

Extra equipment will be available if required to provide adequate respiratory protection
for all personnel on location.
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BLOWOUT PREVENTION EQUIPMENT

A kill line of ample strength and length will be laid to a sage point to allow pumping
into the well in an emergency situation.

The closing unit should be located a safe distance from the well bore and positioned for
maximum utilization based on the prevailing wind direction.

BOP equipment will be tested in accordance with standard company policy.



CONTINGENCY PLAN
TEXLAND PETROLEUM

PAGE 21

DRILL STEM TEST
Drill Stem Testing of Hydrogen Sulfide zones will be permitted only in daylight hours.
All non-essential personnel will be moved to "Safe Briefing Area”.
Put on air masks before formation fluid are expected at the surface and continue

"Masks On" until flares are lighted and work areas test no more that 10 ppm Hydrogen
Sulfide and the area has been declared safe.
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SPCCIAL DRNLLING STIPULATIONS

/ THE FOLLOWING DATA 1S REQUIRED ON 'THE WELL SIGN
ol }atm‘s Name_ _,mmmu, — Well Nume & No,___ Dowers A Federsl #45

pcation ___ 753 FS I & 2885 FE| Sec._ 30 JT__|8 S,R_J8 _E
Lewse No. . (C032233.A County __ Len . Swte New MeXico

The Special stipulations check murked befow are applicable to the above described well and appraval of this application to drill is
conditioned upon compliance with such stipulations in addition to the Genera) Requircments. The permittee should be familiar with the
General Requirements, a copy of which is availsble from s Buresy of Land Management oftice. FACH PERMITTEE HAS THE RIQHT
OF ADMINISTRATIVE APPEAL 1O THESE STIPULATIONS PURSUANT TO TITLE 43 CRF 3165.3 AND 3165.4,

This permit is valid for a period of ane year from the date of approval or until leuse expiration or termination whichever is shorter.
I, SPECIAL ENVIRONMENT REQUIREMENTS

( ) Lesser Prairie Chicken (stips atlached) { )Floud plain (stips attuched)
( ) San Simon Swale (stips attached) ( ) Other

i ON LEASE - SURFACE REQUIREMENTS PRIOR TO DRILLING

{ X ) The BLM will monitor construction of this drill sitc. Notify the ( X ) Carlsbad Field Office al (505) 234-5972 () Hobbs Office
(505) 393-3612, at lcast 3 working days prior to commencing construction,

( X ) Roads and the drill pad for this well must be sutfuced with __G _ inches of compacted caliche upon completion of well and it is
determined to be a producer.

( ) All topsail and vegetation sncountered during the construction of the drif] site aren will be stockpiled and made available for
resurfacing of the disturbed ares afler completion of the drilling operation. Topsail on the aubject location is approximately ____inches
in dopth. Approximately cuble yards of topsoil material will be stockpiled for reclamation.

( X ) Other. Reserved pits will be fenced with u net wire fence 6 feet tall upon completion of the drilling. The pits will not be left
unguarded or unsecured. Drilling water und fluids will be removed from pits within 24 houss of the completion of the well,

1. WELL COMPLETION REQUIREMENTS

( ) A Communlitization Agreement cavering the acreago dedicated to the well must be filed for appraval with the BLM. The effective
date of the agreetnent enust be prior to any sales.

(x ) Surface Restoration: It the wull is u producer, the reserve pit(s) will be buckfilled when dry, and cut-gnd-{ill slopes will be reduced
tagalape of 3:1 or less. All wreas of the pad not necessary for production must be re-contoured to resemble the original contours of the
surrounding terrgin, and topsoil must be ro-distributod and re-soeded with » drill equipped with u depth indicator (set at depth of Y4 inch)
with the following seed mixture, in pounds of Pure Live Sced (PLS), per acre.

( ) A. Sead Mixture } (Loamy Sites) ( ) B. Seed Mixture 2 (Sandy Sites)
Side Outs Grama (Bauteloua curtipendula) 5.0 8Sand Dropuced (Sporobolus erpiandrus) 1.0
Sand Dropseed (Sporobolus cryptandrus) 1.0 Sand Lovegrass (Eragostis trichodes) 1.0
E Plains Bristlegruss (Sefarid magrostuchya) 2.0
( ) C. Seed Mixture 3 (Shallow Sites) ( ) D. Sced Mixture 4 (Gypsum Sites)
Side oats Grawa (Boute curtipendula) 1.0 Alkali Sacaton (Sparoballud airoides) 1.0

Four-Wing Sultbush (Atriplex canescens) $.0
{ ) OTHER SEE ATTACHED SEED MIXTURE

Seeding should be done either late in the fall (Scpteriber 15 - November 15, before ffeeze up, or eurly as possible the follewing spring 1o
take advantage of available ground moigture.

{ )Other.

‘ 0 - PAGE 2
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ERVE PIT CONSTRUCTION STANDARDS

he reserve pit shall be constructed entirely in cut material and lined with 6 mil plastic.
Mineral material extracted from within the boundary of the APD during construction of the
well pad and reserve pits and be used for the construction of this well pad and its immediate
access road only, as long as that portion of the access road it is use on remains on-lease.
Removal of any additional material from this location for construction or improvement of
other well pads and other access or lease roads must first be purchased from BLM.

Reclamation: Reclamation of this type of deep pit will consist of pushing the pit walls into the
pit when sufficiently dry to support track equipment. The pit liner is NOT TO BE
RUPTURED to facilitate drying; a ten month period after completion of the well is allowed tor
drying of the pit contents.
The pit area must be contoured to the natural terrain with all contaminated drilling mud buried

with at least 3 feet of clean soil. The reclaimed area will then be seeded as specified in this
permit.

OPTIONAL PIT CONSTRUCTION STANDARDS
The reserve pit may be constructed in predominantly fill material if:

(H - Lined as specified above and

(2) A temporary or emergency pit may be constructed immediately adjacent to the reserve pit
as long as the pit remains within the APD boundary. Mineral material removed from this pit
may be used for the construction of this well pad only and its immediate access road, as long
as that portion of the access road the material is used on remains on-lease. Removal of any
material from the APD boundary for use on other well locations or roads must first be
purchased from BLM,

Reclamation of the reserve pit consists of bulldozing all reserve pit contents and contaminants
into the bortow pit and covering with a minimum of 3 feet of clean soil material. The entire
area must be recontoured, all trash remaved, and reseeded as specified in this permit.

CULTURAL
Whether or not an archacological survey has been completed and notwithstanding that
operations are being conducted as approved, the lessee/operator/grantee shall notify the BLM
immediately if previously unidentified cultural resources are observed during surface
disturbing operations, From the time of the observatjon, the lessee/operator/grantee shall

avoid operations that will result in dlsturbancc to these cultural resources until directed to
processed by BLM.

I'RASH PIT STIPS
All tragh, junk, and other waste material ghall be contained in trash cages or bins to prevent

scattering and will be removed and deposited in an approved sanitary landfill. Burial on site is
not permitted, '
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CONDITIONS OF APPROVAL - DRILLING

FOperator's Name:  Texland Petroleum

. Well Name & No: Bowers “A" Federal No, 045
Location: Surface; 755 FSL. & 285'FEL  Sec.30,T.188, R, 38E.
Lease: NMLC-032233-A Les County

I. The Bureay of Land Management (BL.M) is to be notified at the Roswell Field Office, 2909 West Second St., Roswell,
NM 88201, (508) 6270272 for wells in Chaves and Roosevelt Counties; the Carlsbad Field Office, 620 East Grocue St.,
Carlsbad, NM 88220, (505) 361-2822 for wella in Eddy County; and the Hobbs Field Station, 414 West Taylor, Hobbs NM
88240, (505) 393-3612 for wells in Lea County, in sufficient time for a representative to witness:

A. Spudding
B. Cementing casing: _8 % inch 5% inch
C. BOP Tests

2. A Hydrogen Sulfide (H2S) Drilling Plan shall b in operations 500 feet or three Days prior to drilling into the San
Andres formation.

3. 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.

4. Submit a Sundry Notice (Form 3160-5, one original and five copies) for each casing string, deacribing the casing and
cethonting operations. Include pertinent information such as; spud date, hole size, casing (size, weight, grade and thread
typo), coment (typo, quantity and tap), water zones and probloms or hazards encountered. The Sundry shall be submitted

within 15 days of completion of each casing string, The reports may be combined into the same Sundry if thoy fall within
the same 15 day time frame,

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

1L CASING:

1. The 8 % inch'ghall be set at 15 pot_with cemont circulated to the gurface. If coment does not circulate to the surface
the appropriste BLM office shall be notified and & temperature survey or cemany bond log shall be run to verify the top of
the cement. Remedial cementing shall be completed prior to dilling out that siring. '

¢

2. The miiomin requined 6l ofcement behind the _8 % inch Prodution osing is o sireulatetosurtace. v/ 7o) B¢
2R papo |
€ 7 7 7ooe

1. All BOP systems and related equipment shall comply with well control requirements es described in Onshore Oil end
Gas Order No. 2. The BOP and related squipment shall be installed and operational beforo drilling below the _8 % inch

casing shoe and shall be tosted as described in Onshore Order No. 2. Any equipment failing to test satisfactorily shall bo
repaired or replaced.

111, PRESSURE CONTROL:

2, Minimum working prossure of the blowout preventer and related squipment (BOPE) shall be 2 M psl.

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

-The test shall be donio by an independent service company

-The renults of the tost shall be reported to the appropriate BLM office.

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

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

TO: PAGE 5

SEP-02-04 THU 10:31 AM FROM:817 9001294




FILE No.873 09,02 ’04 11:26 ID:TEXLAND PETRO FW FAX 1817 9001294 PAGE ©

BLM Serial Number: LC-1032233-A
Company Reference: Texlan Petroleum
Well No, & Name: Bowers A Federal #45

STANDARD STIPULATIONS FOR SURFACE INSTALLED PIPELINES

Holder agrees to comply with the following stipulations to the satisfaction of the Authorized
Officer:

1. The holder shall indemnify the United States against any liability for damage to life or
property arising from the occupancy or use of public lands under this grant.

2. The holder shall comply with all applicable Federal laws and regulations existing or hereafler
enacted or promulgated. In any event, the holder shall comply with the Toxic Substances Control
Act of 1976 as amended, 15 USC 2601 ¢t seq. (1982) with regards to any toxic substances that
are used, generated by or stored on the right-of-way or on fucilities authorized under this right-
of-way grant, (See 40 CFR, Part 702-799 und especially, provisions on polychlorinated
biphenyls, 40 CER 761.1-761.193.) Additionally, any release of toxic substances (leaks, spills,
etc.) in excess of the.reportable quantity established by 40 CFR, Part 117 shall be reported as
required by the Comprehensive Environmental Response, Compensation, and Liability Act,
section 102b. A copy of any report required or requested by any Federal agency or State
government as a result of a reportable release or spill of any toxic substances shall be furnished

to the authorized officer concurrent with the filing of the reports to the involved Federal agency
or State government.

3. The holder agrees to indemnify the United States against any linbility arising {rom the release
of any hazardous substance or hazardous wasle (as these terms are defined in the Comprehensive
Environmental Response, Compensation and Liability Act of 1980, 42 U.S.C. 9601, el seg. or
the Resource Conservation and Recovery Act, 42 U.S.C. 6901, gl seq.) on the Right-of-Way
(unless the release or threatened release is wholly unrelated 1o activity of the Right-of-Way
holdet's activity on the Right-o(~Way), or resulting from the activity of the Right-of-Way holder
on the Right-of-Way. This agreement applies without regard to whether a relcase is caused by
the holder, its agent, or unrelated third parties, -

4. The holder shall be liable for damage or injury (o the United States to the extent provided by
43 CFR Sec. 2883.1-4, The holder shall be held to  standard of strict liability for damage or
injury to the United States resulting from pipe rupture, fire, or spills caused or substantially .
aggravated by any of the following within the right-of-way or permit area:

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

b. Activities of other parties including, but not limited to:

(1) land clearing.
(2) Earth-disturbing and earth-moving work.
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/ (3) Blasting, :
) (4) Vandalism and sabotage.

c. Acts of God,

The maximum limitation for such strict liability damages shall not exceed one million dolars
($1,000,000) for any one cvent, and any liability in excess of such umount shall be determined
by the ordinary rules of negligence of the jurisdiction in which the damage or injury occurred.

This section shall not impose strict liability for damage or injury resulting primarily from an act
of war or from the negligent acts or omissions of the United States.

5. If, during any phase of the construction, operation, maintenance, or termination of the
pipeline, any oil, salt water, or other pollutant should be discharged from the pipeline system,
impacting Federual lands, the control and total removal, disposal, and cleaning up of such oil, salt
water, or other pollutant, wherever found, shall be the responsibility of the holder, regardless of
fault. Upon failure of the holder to control, dispose of, or clean up such discharge on or affecting
Federal lunds, or to repair all damages resulting therefrom, on the Federal lands, the Authorized
Officer may take such meusures as he deems necessary to control and clean up the discharge and
restore the area, including, where appropriate, the aquatic environment and fish and wildlife
habitats, at the full expense of the holder. Such action by the Authorized Officer shall not relieve
the holder of any responsibility as provided herein.

6. All construction and maintenance activity will be confined to the authorized right-of-way
width of’_10 feet.

7. No blading or clearing of any vegetation will be allowed unless approved in writing by the
Authorized Officer.

8. The holder shall install the pipeline on the surface in such a manner that will minimize
suspension of the pipeline across low areas in the terrain. In hummocky of duney areas, the

pipeline will be "snaked" around hummocks and dunes rather then suspended across these
features.

9. The pipeline shall be buried with a minimum of ___ 36 inches under all roads, "two-
tracks," and trails. Burial of the pipe will continue for 20 feet on each side of cach crossing. The
condition of the road, upon completion of construction, shall be returned to at least its former
state with no bumps or dips remaining in the road surface,

10, The holder shall minimize disturbance to existing fences and other improvements on public
lands. The holder is required to promptly repair improvements to at least their former state.
Functional use of these improvements will be maintained at all times. The holder will contact
the owner of any improvements prior to disturbing them, When necessary to pass through o
fence line, the fence shall be braced on both sides of the pussageway prior 1o cuiting of the fence.
No permanent gates will be allowed unless approved by the Authorized Officer.
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11. Inthose areas where erosion control structures are required to stabilize soil conditions, the
holder will install such structures as are suituble for the specific soil conditions being
encountered and which are in accordance with sound resource management practices.

12. Excluding the pipe, all above-ground structures not subject to safety requirement shall be
painted by the holder to blend with the natural color of the landscape. The paint used shall be a
color which simulates "Standard Environmental Colors” - Carlsbad Canyon, Munsell Soil Colot
No, 2.5Y 6/2 (formerly Sandstone Brown); designated by the Rocky Mountain Five State
Interagency Committee.

13. The pipeline will be identified by signs at the point of origin and completion of the right-of-
way and at all road crossings. At a minimum, signs will state the holder's nume, BLM serial
number, and the product heing transported, Signs will be maintained in a legible condition for
the life of the pipeline.

14, The holder shall not use the pipeline route as a road for purposes other than routine
maintenance as determined necessary by the Authorized Officer in consultation with the holder.
The holder will take whatever steps are necessary (o ensure that the pipeline route is not used as
a roadway.

5. Any cultural and/or paleontological resource (historic or prehistoric site or abject)
discovered by the holder, or any person working on his hehalf, on public or Federal land shall be
immediately reported 1o the authorized officer. Holder shall suspend all operations in the
immediate area of such discavery until written authorization to proceed is issued by the
authorized officer, An evaluation of the discovery will be made by the authorized officer 1o
determine appropriate cultural or scientific values. The holder will be responsible for the cost off
evaluation and any decision as to proper mitigation measures will be made by the authotized
offtcer afler consulting with the holder.

16. Special Stipulations;

(March 1989)
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