District T

1625 N. French Dr., Hobbs, NM 88240

District TT

1301 W. Grand Avenue, Artesia, NM 88210

District IIT

1000 Rio Brazos Road, Aztec, NM 87410

State of New Mexico
Energy Minerals and Natural ReREGE |VED

Form C-101
May 27,2004

Oil Conservation DivisiorAU6 2 4 205 Submit to appropriate District Office

District IV
1220 S. St. Francis Dr., Santa Fe, NM 87505

1220 South St. Francis ggummgam
Santa Fe, NM 87505

APPLICATION FOR PERMIT TO DRILL., RE-ENTER, DEEPEN. PLUGBACK, OR ADD A ZONE
7 OGRID Number

] AMENDED REPORT

1 Nameand 015363
MURCHISON OIL & GAS, INC. -
1100 MIRA VISTA BLVD. 30 - APINumber
PLANO, TX. 75093-4698 , 015- 3¢ z3M
* Property Code > Property Name ® Well No.
F5 057 PARKS ' 1
® Proposed Pool 1 * Proposed Pool 2
C_ko)x brw ', i\/\orr;v CQL
’ Surface Location
UL or lot no. Section Township Range LotIdn Feet from the Narth/South line Feet from the Bast/West line County
M 9 258 26E 760 SOUTH 660 WEST EDDY
® Proposed Bottom Hole Location If Different From Surface
UL or lot no. Section Township Range LotIdn Feet from the North/South line Feet from the East/West line County
Additional Well Information
Y Work Type Code 2 Well Type Code " Cable/Rotary * Lease Type Code " Ground Leve] Elevation
N G ROTARY P 3346
5 Multiple * Proposed Depth * Formation * Contractor % Spud Date
N/A 11800 MORROW N/A 12/1/2005
Depth to Groundwater Distance from nearest fresh water well Distance from nearest surface water
Pit  Liner: Synthetic milsthick Clay [L] Pit Volume: 30,000 bbls Drilling Method:
Closed-Loop System [ b Wate Rrine
*! Proposed Casing and Cement Program
Hole Size Casing Size Casing weight/foot Setting Depth Sacks of Cement Estimated TOC
17-1/2 13-3/8 48# 350° 500 SXS SURFACE
12-1/4 9-5/8 40# 1950’ 600 SXS SURFACE
8-3/4 7-5/8 33# 8800’ 900 SXS 1950’
6-1/2 5-1/2 17# 8500-11800 360 SXS 8500’

# Describe the proposed program. If'this application is to DEEPEN or PLUG BACK, give the data on the present productive zone and proposed new productive zone.
Describe the blowout prevention program, if any. Use additional sheets if necessary.

DRILL, CASE AND COMPLETE WELL IN MORROW FORMATION

BOP’s INCLUDE: 1) HYDRILL DOUBLE RAM 11” X 3000 PSI

2) DOUBLE RAM 11” X 5000 PSI

3) CHOKE MANIFOLD 4” X 5000 PSI FLANGED CONNECTION

4) SIX STATION ACCUMULATOR CLOSING UNIT w/ REMOTE CONTROL

SalT
Yo . 5/

23 | hereby certify that the information given above is true and complete to the best £
of my knowledge and belief. I further certify that the drilling pit will be

OIL CNSER%O EE:SION
| Title:

Approved by:

, Or an

4
VICE PRESIDENT OPERATIONS j

Title:

Approval Date: AUG 26 2005 | Expiration Date: AUG 2 B_W

E-mail Address: mdaugherty@jdmii.com

Date: 8/23/2005 Phone: (972)931-0700

' . Conditions of Approval Attached T, ADPQM.(‘\‘Y‘B
Pl‘acrtces Fre 0ll® Gos Dr"l’mjh‘ C‘)?l’q'\'fcns ta CQN.(. kurt? AMG}




1625 N Franch Dr. Hobbs, NM B8240
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State of New Mexico
Energy, Minerala & Natural Reaources Daportment

Form C-102
Revisad June 10, 2003
Submit to Appropriate Diatrict Office
State Lease — 4 Coples

Fos Lease — 3 Copies

OIL CONSERVATION DIVISION
1220 South St. Francis Dr.
Santa Fe, NM 87505

WELL LOCATION AND ACREAGE DEDICATION PLAT

1060 %o Brazos Rd., Axtec NM 87410

B35 . Froncts or.. Sovta Fu, N 67505 [[] AMENDED REPORT

APl Number “Pool_Code Pool Name
—' “\SQce C\AeS« bre\u “ Mereow Ges
[~ Property Code Property Name \ Well Rumber
PARKS 1
OGRID No. Operation Name Blovation
015363 MURCHISON OIL & GAS, INC. 3346
Surface Location
UL or Lot No.| Section Township Range Lot kin. Foet from the | North/South line] Feet fram the | East/West fine Countly
M 5 25-8 | 26-F 760 |SOUTH 660 WEST | EDDY
_ Bottom Holg Location If Different From Surface
UL or Lot No.| Section Township Lot ian. Feak from the [ Morth/Sauth iine| Foet from the | Ecst/Weet lna County
Dedicated Acres | Joint or Infill | Consolidation Code |  Order No.
320

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTEREST HAVE BEEN
CONSOLIDATED OR_A NON—STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

! ! OPERATOR CERTIFICATION

. MICHAEL S. DAUGHER
H Printad Nome

V.P. OPERATIONS
Title and E-~mali Addreas

! 8/23/2005
| . Date .
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SURVEYOR CERTIFICATION

I HEREBY CERTIFY THAT THE WELL LOCATION|
WWMPIA?'ASPM”DM
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LON W104£17'30.0°
660’ r}

———

760’




WELL LOCATION ROAD SKETCH
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PREPARFD FOR: MURCHISON OIL & GAS, INC.
PREPARED BY: DAN R. REDDY NM PE&PS NO. 5412
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760’ FSL & 660° FWL
SEC. 9, T25S, R26E
EDDY CO., NM.



MURCHISON OIL & GAS, INC.

PARKS #1

SEC. 9, T25S, R26E
760’ FSL & 660’ FWL

VISCOSITY
32-36
28— 29
28 -29
28 — 29

28-29

EDDY CO., NM.
MUD PROGRAM
DEPTH WEIGHT CHLORIDES
0’ - 360’ 8.4 0-51K
360" — 1,150’ 8.4-10.0 0 - 200K
1,150’ - 6,400’ 8.4-8.8 0-10K
6,400’ — 9,200’ 8.6-8.8 40 - 60K
9,200'-10,1000 88-94 50 - 70K

PH to be maintained at 10 or above

Submitted with
Fm. C-101 & C-102

FILTRATE

NO CONTROL
NO CONTROL
NO CONTROL
25 WL

6-8WL



7D J.D.MURCHISON INTERESTS, INC.

MURCHISON OIL & GAS, INC.
MURCHISON PROPERTIES, INC.

August 23, 2005

Mr. Bryan Arrant

State of New Mexico

Oil Conservation Commission
1301 W. Grand Avenue
Artesia, New Mexico 88210

RE: PARKS #1
760’ FSL & 660° FWL
SEC. 9, T25S, R26E
EDDY CO., NM.

Dear Bryan:

This letter is in reference to the OCD’s requirements for H2S contingency plan for
the above captioned well. No H2S is expected in the drilling of the above
captioned well. H2S detection equipment will be installed prior to the top of the
Delaware formation as a precautionary measure.

Very truly yours,

MURCHISON OIL & GAS, INC.

[l

Vice President Opf

MSD/ct/Parks#1-0cDH2S

1100 MIRA VISTA BLVD., PLANO, TX 75093-4698 PHONE (972) 931-0700 FAX (972) 931-0701



APPENDIX 3
PRACTICES FOR OIL AND GAS DRILLING
AND OPERATIONS IN CAVE AND KARST AREAS

(February 1993).

This appendix describes practices for detecting and avoiding significant caves and significant
karst features with respect 1o oil and gas drilling, and for mitigating impacts to significant
caves and karst when they cannot be avoided. These mitigations are predicated on the
BLM's responsibilities for resource management and protection derived from the Federal
Land Policy and Management Act, the Federal Cave Resources Protection Act, and the
National Environmental Policy Act. The practices described here supersede those of the
Draft "Interim Guide for Oil and Gas Drilling and Operations in Cave and Karst Areas”

POTENTIAL FOR CAVES OR KARST

A map of cave or karst potential will be
maintained to provide the public with current
infermation about the likelihood of the presence
of cave or karst resources. The map will serve
as an indicator of the potential for encountering
cawes or karst for which special practices could
be wequired, following NEPA analysis, to mitigate
drilling impacts. The primary use of the map is

‘as .a source of information for individuals or

cormpanies contemplating the leasing of federal

mimerals.

: Three zones of cave or karst occurrence have
bee:n identified and categorized: high potential;

medium potential; and low potential. Areas that
contiain known cave or karst features are in the
highh potential zone. Areas containing known
soleble rock formations with the potential for
cave or karst development are in the medium
potential zone. These zones were identified
using geologic maps and existing information on
caves and karst. All other lands fall into the low
potemtial zone. These zones may be increased
or decreased in size as new information from
drilimg, cave exploration or other sources
becomes available.

The cave or karst occurrence zones have been

AP3-1

further divided into smaller geographic areas to
provide an additional means of identification of a
specific area (See Table A3-1 and Map A3-1).
An estimate has been made for each of these
areas as to the lowest likely depth at which
caves might be expected. Again, this is simply
a source of information for individuals or
companies contemplating the leasing of federal
minerals.

The lease notice "Potential Cave or Karst
Occurrence Area" (Roswell 46), will be applied to
leases when all or part of the lease is located in
a high or medium potential cave or karst
occurrence area. Refer to Figure A3-1 for an
example of the lease notice. The purpose of the
lease notice, as with maps of cave or karst
potential, is to provide information to the
purchasers of federal oil and gas leases.

Because the identification of cave or karst
potential zones is only informational, the
mitigations described below will be applied,
when and where appropriate, irrespective of any
identified zone of cave or karst potential.
However, the emphasis of management will be
on caves presently designated significant or on
those designated in the future as significant, and
on significant karst features.
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Source:

CAVE OR KARST OCCURRENCE AREAS
CARLSBAD RESOURCE AREA

APPENDIX 3

TABLE A3-1

Area" Area Name Depth? Potential®
1 Hope 350 High
2 Deer Canyon 500 High
3 Sinkhole Flats 350 High
4 Seven Rivers Hills 350 - High
5 Three Forks 500 _High
6 Dunaway Canyon 500 High
7. Azotea Mesa 2,500 High
8  Guadalupe Ridge 2,500 High
9 Burton Flats 350 High
10 Dog Canyon Draw 350 High
11 Chosa Draw 350 High
12 Nash Draw 350 High
13 Remuda Basin 350 High
14 Los Medanos 350 High
15 Big Sinks 350 High
16 Red Bluffs 350 High
17 San Simon Swale 350 High
18 High Plains None Low
19 East Guadalupe Escarpment 500 Medium
20 Dark Canyon 1,500 Medium
21 Artesia - None Low
22 Medium Potential 350 Medium
23 Lonesome Ridge 2,500 High
24 Lost Cave 1,500 High

BLM files,

1984.

AP3-2

Refers to areas on the "Cave or Karst Occurrence Areas' map for the Carlsbad Resource Area.
Lowest likely depth, in feet, at which caves might be expected, measures from the surface.
Potential for cave or karst occurrence.




(;’ave’or Karst Occurrence Areas

@ High Potential 0il & Gas Potential
Occurrerice Boundaries
% Medium Potential
H = High Potential
D Low Potential

M = Moderate Potential

L = Low Potential

NOTE - The table associated with this map shows the relative
depth of each area shown on this map. For exxample, area
number 9 is the Burton Flats area which has a hfrgh potential

for the occurrence of caves or karst features twm a depth of
350 feet.
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APPENDIX 3 ¢

FIGURE A3-1

L EASE NOTICE
Potential Cave or Karst Occurrence Area

Ali or porticens of the lease are focated in a potential cave or karst occurrence area. Within this area, caves of karst
features such as sinkholes, passages, and large rooms may be encountered from the surface 10 a depth of as much
as 2,500 fezet, within surface areas ranging from a few acres 1o hundreds of acres. Due to the sensitive nature of
the cave or karst systems of this area, special protective measures may be developed during environmental analyses
anmd be requuired as part of approvals for drilling or other operations on this lease. These measures could include:
rellocation of the proposed well; changes in drilling operations; special casing and cementing programs; modifications
to surface facilities; or other reasonable measures to mitigate impacts to cave or karst values. These measures may
be imposed in accordance with 43 CFR 3101.1-2; 43 CFR 3162.5-1; Onshore Oil and Gas Order No. 1: and Section
6 of the lease terms. :

Roswell 46
Fepruary 1991

MITIGATION OF DRILLING IMPACTS addressed in the NEPA analysis and appropriate
mitigations will be developed, if needed, as par
The need to relocate drilling locations 10 avoid of the analysis.
caves or karst, and any special drilling or ,
production  practices employed to mitigate Depending on the results of detection, avoidance
impacts to caves or karst, will be determined will be considered as a means of mitigating
during the NEPA analysis of APDs or other potential impacts. in most cases, avoidance will
applications. The practices described below will be accomplished by relocation of the proposed
be apptied where needed, and to the extent well location, which is often done in consultation
necessary, to ensure that the potential impacts with the operator at the time of a field
of driling oil or gas wells, or of constructing examination. Moving a proposed location up to
other facilities, in cave or karst areas would be 200 meters is a commonly employed avoidance
minimized according to the following process: measure. The need to move a location more
than 200 meters will be addressed in the NEPA
i(1) Detect potential cave or karst resources analysis of an APD. if the construction of a
and determine their significance. pipeline, road, power line or other facility is
' proposed, rerouting or relocation will be required
{2) Avoid cave or karst resources where to accomplish avoidance. :
possibie.
The management of oil and gas operations in
(3) Mitigate impacts to caves or karst that cave or karst areas, including approvals for
cannot be avoided. drilling oil or gas wells, will be guided by
procedures described below, Surface Use and
The results of any detection efforts will be Occupancy Requirements (Appendix 1), and
AP3-4




APPENDIX 3

Conditions of Approval (Appendix 2). These
practices will be modified as new and cost
effective technologies for cave and karst
protection become available.

Detection Methods

The primary detection method will be the review
of BLM or other records on the presence of
caves or karst features in the area of interest, in
conjunction with a field .exam by a BLM
employee or cave inventory contractor to
determine the presence of unrecorded cave or
karst features. Depending .on the results of
initial detection efforts and a detemination of
potential significance by “the BLM, cave
exploration could be employed to gain additional
information. As various geophysical techniques
are proven useful for cave detection and become
generally available for use, they may be
considered on a case-by-case basis as a means
of locating unrecorded cave or karst features.

| Surface Mitigation

Whether or not a proposed activity has been
relocated to reduce potential impacts on caves
or karst, surface mitigations will be applied,
when needed, to minimize the risk of impacts
during construction, drilling or production.
Appropriate surface mitigations will be developed
during the NEPA analysis of a proposal and
could inciude one or more of the following
practices, most of which have long been
employed to mitigate impacts.

Practices to minimize potential impacts from
- reserve pit spills or leakage:

. The use of a closed system or steel
tanks;
. Reorientation of the rig and related pit

location, while giving consideration to
human safety;

Practices to minimize potential impacts from
leaking tanks or pipelines: -

. The construction of berms around
storage tanks sufficient to contain spills,

AP3-5

in accordance with Conditions of
Approval (Appendix 2);

. The installation of leak detection
systems for pipelines or tanks;

. The use of permanent liners in storage
tank areas;

. The use of differential pressure shut-off
valves;

. The use of corrosion-inhibiting coatings

and cathodic protection.

Practices to minimize the potential impacts of
vented or escaping gases settling in caves:

. The flaring or venting of gas to protect
human safety and to better disperse the
gases and eliminate possible gas
ignitions;

. The use of stock tank vapor recovery
systems. '

Subsurface Mitigation

Applicable and reasonable subsurface
mitigations will be applied where the presence
of caves or karst is obvious or expected,
based on the results of detection efforts, and in
lost circulation zones. The options could
include, but are not limited to, the following
practices.

Drilling:

. Cable tool drilling techniques will be
~ used when possible in areas where
encounters of caves or karst are
expected at depths not greater that 350
feet.

K Rotary drilling techniques in cave or

karst areas will include the use of either
fresh water mud, foam, or compressed
air as a circulating medium in zones
where caves or karst are expected.
Below those zones, the operator may
use whatever drilling fluid is



APPENDIX 3

appropriate.

Casing and Cementing:

. All casing will meet or exceed National
Association of Corrosion Engineers
specifications pertaining to the geology
of the location and be run according to
American Petroleum Institute and BLM
standards.

. A "cave protection” casing could be
required in instances when a
designated significant.cave would be
jeopardized. The cave-protection .
casing string would be set at least 100
feet below the deepest known cave-
bearing zone as determined by drilling
or other pertinent methods.

. Regardless of the type of drilling
machinery used, if bit drops of four feet
or more and circulation losses greater
than 75 percent occur simultaneously
while drilling in any cave-bearing zone,
drilling operations will immediately stop
and the BLM will be notified by the
Operator. The BLM will assess the
consequences of the situation and work
with the Operator on corrective actions
to resolve the problem. If corrective
actions fail, the well will be plugged.

. The casing will be cemented in place
using one or a combination of any of
the following methods that are
environmentally sound, as determined
by the BLM and the Operator:

1. If a large void or severe lost circulation
zone is encountered, isolation from
above and below rather than complete
cement coverage of these zones could
be employed. This would be
accomplished by using stage cementing
equipment, external casing packers,
cement baskets, and one-inch remedial
cementing techniques.

2. For a less severe lost circulation zone
encountered while drilling, the operator

would attempt to circulate cement to
the surface using a single or multistage
cementing job composed of a "lead"
and "tail" slurry for each stage.

3.  Foam cementing techniques may be
used.

Any corrective actions proposed to resolve
problems related to bit drops or lost circulation
will require BLM concurrence before
implementation. A decision on how to proceed
will be reached within 24 hours of naotification.

MONITORING DRILLING OPERATIONS

Where the presence of significant caves or
significant karst features are obvious or
expected based on the results of detection
efforts, and in lost circulation zones, constant
monitoring of drilling operations by the BLM
could be required.

MONITORING PRODUCTION
OPERATIONS

On wells within one-half mile of significant
caves, annual pressure tests will be performed
by the Operator on all casing annuli. If the test
results indicated a casing failure, remedial
actions approved by the BLM will be
undertaken to correct the problem.

PLUGGING AND ABANDONMENT

The BLM standards for plugging and
abandonment in Onshore Oil and Gas Order
No. 2 will be applied to protect or isolate all
useable water zones, potentially productive
zones, lost circulation zones, abnormally
pressured zones, caves, and any prospectively
valuable deposits of minerals. This includes
any zones encountered during drilting that
contain fluids with a potential to migrate.

RECORD KEEPING
The Operator will track the customary drilling

activities, including the rate of penetration,
pump pressure, weight on bit, bit drops,




APPENDIX 3

percent of mud retumns, and presence or
absence of cuttings returning to the surface.
As part of customary record keeping, each
detectable void or sudden increase in the rate
of penetration not attributable to a change in
the formation type should be documented and
evaluated as it is encountered.

The BLM may review data held by comparies
on wells drilled in cave or karst areas, to gain
information about impacts to caves and karst.
This information will-be used to categorize jost-
circulation zones on the basis of depth, relative
volume, and severity, and to evaluate and

AP3-7

compare the relative success or failure of
different remedies attempted to combat lost-
circulation problems while drilling and
cementing casing in these zones. This
information also will be used to update
information about the occurrence of cave and
karst features. Information concerning cave
resources gathered during drilling will be
submitted, as well, to be retained by the BLM
in accordance with the Roswell District Cave
Management Plan and the regulations
implementing the Federal Cave Resources
Protection Act.



