Form 3160-3 _ FORM APPROVED
(uly 1992) UNITED STATES OMB NO. 10040136
DEPARTMENT OF THE INTERIOR reverse side) Expires February 28, 1995
BUREAU OF LAND MANAGEMENT 5. LEASE DESIGNATION AND SERIAL NO
APPLICATION FOR PERMIT TO DRILL OR DEEPEN NM-052
1a. TYPE OF WORK ) ' 6. IF INDIAN, ALLOTTEE OR TRIBE NAME
Drill ] Deepen [ Re-Entry [X7] [N/A
b. TYPE OF WELL 7. UNIT AGREEMENT NAME
ciwet [ ] Gaswell [X]  Other SingleZone [ ] MutipleZone [ ] |N/A
2 NAME OF OPERATOR 8. FARM OR LEASE NAME, WELL NO.
Mallon Oil Company Mallon 35 Federal No. 2
3. ADDRESS AND TELEPHONE NO. 9. APIWELL NO.
P.0O. Box 3256 30-025-32984
Carlsbad, NM 88220 (505) 885-4596 10. FIELD AND POOL, OR WILDCAT
4. LOCATION OF WELL (Report location clearly and in accordance with any State requirements.”) Lea Delaware, NE Belaweare—
At surface 1650" FNL and 660 FWL {SW NW) Unit E 11. SEC, T R, M., ORBLK.
AND SURVEY OR AREA
At proposed prod. zone 1650'FNL and 660 FWL ( SW NW) UnitE
. Sec. 35, T19S-R34E
14. DISTANCE IN MILES AND DIRECTION FROM NEAREST TOWN OR POST OFFICE * 12. COUNTY OR PARISH [13, STATE
27 miles southwest of Hobbs, NM Lea NM
15. DISTANCE FROM PROPOSED * 16. NO. OF ACRES IN LEASE 17."NO. OF ACRES ASSIGNED
LOCATION TO NEAREST TO THIS WELL
PROPERTY OR LEASE LINE, FT. 660’ - 240 40
(Also to nearest drig. untt line, if any)
18. DISTANCE FROM PROPOSED LOCATION® 19, PROPOSED DEPTH 20. ROTARY OR CABLE TOOLS
TO NEAREST WELL, DRILLING, COMPLETED, 300 8,300 . Rotary
OR APPLIED FOR, ON THIS LEASE, FT.
21. ELEVATIONS (SHOW WHETHER DF, RT, GR, Ete.) 3708 GR 22. APPROX.DATE WORK WILL START 2-10-98
23, PROPOSED CASING AND CEMENTING PROGRAM
SIZE OF HOLE GRADE, SIZE OF CASING WEIGHT PER FOOT SETTING DEPTH QUANTITY OF CEMENT
Existing 25" 20" .25" wall 40’ Redi-mis to surface
xisting 14-3/4" 9-5/8" 36# 1500 Circulate 85 sks cmt to surface
8-3/4" 5-1/2" 15.5#/17# TD Stage #1 1320 sks class C
Stage #2 580 sks pacesetter light,
100 sks
_ o OPER. OGRID NO. __ A4 25
Mallon Oil Company proposes to Re-Enter the well by installing 9-5/8" wellhead to
surface an dremove following cmt plugs. )O{-’& BTy NG [ /7 : z
0'-20' 20sks 5044'-5144' 555 sks POOL GO0
1450'-1850° 40 sks 5503'-5603' 35 sks “* Sasns
3300-3400' 80 sks 5886'-5986' 35 sks EFF. DATE 2\ / CZ R
4466'-4881" 155 sks 6283-6383' 35 sks " ~
=0 30 - 25-3798H
with a 8-3/4" bit and clean out to original TD 8300', run 5-1/2' csg and cmt 200' into the 9-5/8" ¢csg '

IN ABOVE SPACE DESCRIBE PROPOSED PROGRAM: If proposal is to deepen, give data on present productive zone and proposed new productive zone. If proposal is
to drill or deepen directionally, give pertinent data on subsurface locations and measured and true vertical depths. Give bk

p ter program, if any.

24

SIGNED: ‘ TITLE: __Production-Superintendent DATE __01/19/98
Terty Lindeman

(This space for F Apral or’\ te office use) ) . )
PERMIT NO. / / APPROVAL DATE
A (%4

Application approval does not wanant or certify that the applicant holds legal or equitabie title to those rights in the subject lease which would entitie the applicant to conduct
operations thereon. :

CONDITIONS OF APPROVAL IF ANY:

(ORE 552) AW%AN&M W, Hogyq "OM MINERALS o/ 5/

APPROVED 8Y DATE

'See Instructions On.Reverse Side \

Title 18 U.S.C. Section 1001, makes it a cnme for any person knowingly and willfully to make to any department or agency e United States

any false, fictitious or fraydulent statements or representahons asto any matter within its jurisdiction. AV \\

s "’M
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DRILLING PROGRAM

Attached to Form 3160-3

Mallon Oil Company

Mallon "35" Federal No. 2

1650' FNL, 660" FWL, Sec.35, T19S R34E
Lea County, New Mexico

Lease Number; NM-052

1. Geologic Name of Surface Formation :
Quaternary Alluvium

2. Estimated Tops of Important Geologic Markers

Quaternary Alluvium Surface
Rustler 1590
Top of Salt 1720
Base of Salt 3326
Yates 3513
Seven Rivers 3821
Queen 4516
Delaware 5800
Bone Springs 8200
Total Depth 8300

3. The Estimated Depths of Anticipated Fresh water, Oil or Gas:

Quaternary Alluvium 300" Fresh Water.
Yates 3513 Qil
Queen 4516' Qil
Delaware 5800' Qil
Bone Springs 8200' Qil

No other formations are expected to give up Oil, Gas, or Fresh Water in
measurable quantities. The surface fresh water sands will be protected by
setting 9 5/8" casing at 1500' and circulating cement back to surface. Potash
will be protected by setting 5 1/2" casing at total depth and circulating cement
back to 1300' from surface.



4. Proposed Casing Program:

Hole Size  Interval Casing OD Casing weight grade, Jt,, Type Cond
8 3/4" 0-5300 512" 15.5# K-55 STC
5300-TD 51/2" 17.0# N80 STC

Cement Program:

5 1/2" Production casing: Stage #1 - Cement with 1320 sacks Class "C" + 5
Ib/sk CSE + 0.5% CF-14 + 5 Ib/sk salt + 5lb/sk
Gilsonite + 0.25 Ib/sk Cello-Seal + 59.390% fresh
water. This cement slurry is designed to bring TOC
to 5000'.

Stage #2 - Cement with 580 sacks Pacesetter Lite,
6.0% Gel (Bentonite) + 5.0% salt + 0.25 Ib/sk Cello-
Seal + 105.0% fresh water followed with 100 sacks
Class "C" cement + 5.0 Ib/sk CSE + 5 Ib/sk salt +
0.25 Ib/sk + Cello-Seal + 5.0 Ib/sk Gilsonite + 0.5 %
CF-14 + 105.0% fresh water. This cement slurry is
designed to bring TOC to 1300'.

5. Minimum Specifications for Pressure Control:

The blowout preventor equipment (BOP) shown in Exhibit #1 will consist of a
double ram type (3000 psi WP) preventor. The unit will be hydraulically
operated and the ram type preventor will be equipped with blind rams on top and
drill pipe rams on bottom. The BOP will be nippled up on the 9-5/8" surface
casing and used continuously until TD is reached. BOP and accessory
equipment will be tested to 1000 psi before drilling out of surface casing. Pipe
rams will be operationally checked on each trip out of the hole. These checks
will be noted on the daily tour.sheets. A 2" kill line and 2" choke line will be
included in the drilling spool located below the ram-type BOP. Other
accessories to the BOP equipment will include a kelly cock and floor safety valve
and choke lines and choke manifold with 3000 psi WP rating.



6. Types and Characteristics of the Propoéed Mud System:

The cmt plugs will be drilled to TD with a combination of brine, cut brine, and
polymer/KCL mud system. The applicable depths and properties of this system
are as follows:

Dépth Type Weight Viscosity Water loss
(PPg) (sec) (cc)
1500-TD Brine Water 10.0 32-34 10-12cc

Sufficient mud materials to maintain mud properties and meet minimum lost
circulation and weight increase requirements will be kept at the well site at all
times.

7. Auxiliary Well Control and Monitoring Equipment:
(A) A Kelly cock will be kept in the drill string at all times.

(B) A full opening drill pipe stabbing valve (inside BOP) with proper drill pipe
connections will be on the rig floor at all times.

(C) The drilling fluids systems will be visually monitored at all times.

8. Testing, Logging and Coring Program:

Drill Stem Tests:  None Anticipated
Logging: Existing
Coring: None Planned

9. Abnormal Conditions, Pressures, Temperatures, & Potential Hazards:

No abnormal pressures or temperatures are anticipated. The proposed mud
program will be modified to control excess pressure if abnormal pressures are
encountered. The estimated bottom hole temperature (BHT) at TD is 150 F and
estimated maximum bottom-hole pressure (BHP) is 3200 psig. No hydrogen sulfide
or other hazardous gases or fluids have been encountered, reported or are known
to exist at this depth in this area. No major loss circulation zones have been
reported in offsetting wells.



10. Anticipated starting date: February 10, 1998

Anticipated completion of Drilling operations: Expected duration of 3 weeks.




Multi-Point Surface Use and Operation Plan

Attached to F.orm 3160-3

Mallon Oil Company

Mallon "35" Federal No.2

1650' FNL, 660' FWL, Sec. 35, T19S R34E
Lea County, New Mexico

Lease Number: NM-052
1. Existing Roads:

A. The well site and elevation plat for the proposed well is shown in Exhibit "A".
It was staked by John West Engineering, Hobbs, NM.

B. Thel road is existing to the location are shown in Exhibit "B". The existing
roads are lllustrated in pink and are adequate for travel during drilling and
production operations. Upgrading of the road prior to drilling will be done
where necessary as determined during the onsite inspection.

C. Directions to location: Go west 27. miles from Hobbs, New Mexico on Hwy.
62/180. Turn south on lease road and go south .5 miles turn west and travel
.5 mile to location.

D. Routine grading and maintenance of existing roads will be conducted as
necessary to maintain their condition as long as any operations continue on
this lease.

2. Proposed Access Road:

Access road is existing.

3. Location of existing wells:
A. Existing wells within a one mile radius are shown.
4. Location of Existing and/or proposed Facilities:

A. If the well proved to be commercial, the necessary production facilities and
tank battery will be installed on the drilling pad.



 Mallon 35 Federal No 2
Surface Use And Operating Plan
Page 2 )

5. Location and Type of Water Supply:

A. ltis planned to driil the proposed well with the fresh water that will be
obtained from private or commercial sources and will be transported over the
existing access roads. No water well will be drilled on the location.

6. Source of Construction Materials:

A. Caliche for surfacing the proposed access road and well site pad will be
obtained from a BLM-approved caliche pit.

7. Methods of Handling Waste Disposal:

A. Drill cuttings not retained for evaluation purposes will be disposed into the
reserve pit.

B. Drilling fluids will be contained in steel metal tanks. The reserve pit will
contain any excess drilling fluid or flow from the well during drilling,
cementing, and completion operations. The reserve pit will be an earthen pit,
approximately 150' x 125' x 6' deep and fenced on three sides prior to drilling.
It will be fenced on the fourth side immediately following rig removal. The
reserve pit will be plastic-lined (5-7 mil thickness) to minimize loss of drilling
fluids and saturation of the ground with brine water.



Mallon 35 Federal No 2
Surface Use And Operating Plan

Page 3

Water produced from the well during completion may be disposed into the
reserve pit or a steel tank (depending on the rates). After the well is
permanently placed on production, produced water will be collected in tanks
(fiberglass or steel) until hauled by transport to an approved disposal system;
produced oil will be collected in steel tanks untii sold.

A portable chemical toilet will be provided on the location for human waste
during the drilling and completion operations.

Garbage and trash produced during drilling or completion operations will be
obtained in portable trash basket and hauled to approved disposal facilities. -
All water and fluids will be disposed of into the reserve pit. Salts and other
chemicals produced during drilling or testing will be disposed into the reserve
pit. No toxic waste or Hazardous chemicals will be produced by this
operation.

After the rig is moved out and the well is either completed or abandoned, all
waste materials will be cleaned up within 30 days. No adverse materials will
be left on the location. The reserve pit will be completely fenced and flagged
and kept closed until it has dried. When the reserve pit is dry enough to
breakout and fill and, as weather permits, the unused portion of the well site
will be leveled and re-seeded as per BLM specifications. Only that part of
the pad required for production facilities will be kept in use. Inthe event of a
dry hole, only a dry marker will remain.

8. Ancillary Facilities:

A. None required.

9. Well Site Layout:

A. Exhibit "E" shows the relative location and dimensions of the well pad,

reserve pits, and location of major rig components are shown. Top soil, if
available, will be stockpiled per BLM specifications as determined at the on
site inspection. Because the pad is existing.



Mallon "35" Federal No 2
Surface Use And Operating Plan

Page 4

B. The reserve pit will be lined with a high-quality plastic sheeting (5-7 mil

thickness).

Upon completion of the proposed operations, if the well is completed, the
reserve pit will be treated as outlined above within the same prescribed time.
The caliche from any area of the original drill site not needed for production
operations or facilities will be removed and used for construction of thicker
pads or firewalls for the tank battery installation. Any additional caliche
required for facilities will be obtained from a BLM approved caliche pit. Top
soil removed from the drill site will be used to raconteur the pit area and any
unused portions of the drill pad to the origina! natural level and re-seeded as
per BLM specifications. '

10. Plans for Restoration of the Surface:

A. Upon completion of the proposed operations, if the well is to be abandoned,

the caliche will be removed from the location, road and returned to the pit
from which it was taken. The pit area, after allowing to dry, will be broken out
and leveled. The original top soil will be returned to the entire location which
will be leveled and contoured to as nearly the original topography as
possible.

All trash, garbage will be hauled away in order to leave the location in an
aesthetically pleasing condition.

The disturbed area will be re-vegetated as recommended by the BLM.

Three sides of the reserve pit will be fenced prior to and during drilling
operations. At the time that the rig is removed the reserve pit will be fenced
on the rig (fourth) side and flagged to prevent livestock or wildlife from being
entrapped. The fencing and flagging will remain in place until the pit area is
cleaned-up and leveled. No oil will be left on the surface of the fluid in the

pit. The entire reserve pit will be flagged urtil the fluid has completely
evaporated.



Mallon "35" Federal No 2
Surface Use And Operating Plan

Page 5

11. Surface Ownership:

The well site and lease is located entirely on Federal Surface.

12. Other Information:

A

B.

The top soil is sandy. The vegetation is native yucca, and prickly pear.
There is no permanent or live water in the immediate area.

Residences and Other Structures: No residences in the immediate area. Oil
production facilities on offsetting location.

Land Use: Cattle Grazing

Surface Ownership: The proposed well site and access road is on Federal
surface and Minerals. '

There is no evidence of any archaeological, historical or cultural sites in the
area. An archaeological survey has been conducted by Desert West
Archaeological Service, Carlsbad, New Mexico. The reports have been
submitted to the appropriate government agencies.

13. Operations Representative:

A.

The field representative responsible for ensuring compliance with the
approved surface use and operations plan is:

Duane C. Winkler

Mallon Oil Company

PO. Box 3256

Carisbad, NM 88220

Office Phone: (505) 885-4596
Home Phone: (505) 885-3148



Certification:

*| hereby certify that |, or persons under my direct supervision, have
inspected the proposed drill site and access route; that | am familiar with
"the conditions which currently exist; that the statements made in this plan

are to the best of my knowledge, true and correct; and the work
associated with the operations proposed herein will be performed by
Mallon Oil Company and its contractors and subcontractors in conformity
with this plan and the terms and conditions which it is approved. This
statement is subject to the provisions of 18 U.S.C. 1001 for the filing of a
false statement.

-

Date:__1/19/98 Signed:
Terry Lindeman
Exploration/Production Superintendent
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a
DISTRICT I . State of New Mexic, ’

P.0. Sax 1980, Habba, NI 05841-1980 F C-102
o sod Naturel Bessmroes Depactment Revised Pcbru::ymm. 1994
DISTRICT X . ) ) ) gt Submit o Appropriate District Office
2.0. Drower 0D, Artesia, 10f 88R11-0719 ' State Lesse -~ 4 Coptes
Fee Loase - 3 Copies
DISTRICT II OIL CONSERVATION DIVISION
1000 Rio Bruzoe Rd., Axtec, NM*87410 P.O. BOX 2088
5 S ' Santa Fe, New Mexico 87504-2088 O AMENDED REPOR™

PO, Box 2088, Santa Fe, NM 87604-2088

WELL LOCATION AND ACREAGE DEDICATION PLAT

APT Number Pool Code Pool Name
3p-£25-3278Y4 |3164Y AE Lea Delawvare
Property Well Number
l’? (7 1 Naellom 35 "FEDERAL 2
ocm:n No. Operatar Name Elevation
3¢5 MALLON OIL COMPANY 3708
Surface Location
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the Bast/West lne County
E 35 19 S 34 E 1650 NORTH 660 WEST LoA
Bottom Hole Location If Different From Surface
UL or lot No. Section Tawnahip Range lot ldn Feot from the North/South line Feet from the Baast/West line, County

Dedicated Acres Joint or [nffll Consolidation Code Order No.

1o

4V 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

I ,

I I heredy certify the the informaiion
coninined Asrein is frus cnd complete to the

I best of my knowladge and bdeliaf. |

I

I

|

Sig:utnru

3(,{0:): C (_/)IA)k/\:’y
?PH‘ZQC'{‘.J:J queftﬂ”l’?d[e""t.
Yy —2%- 75

Date

YN

]
"}
1
/ Y
L} 3702.6° 3708.0/
A

SURVEYOR CERTIFICATION

I hareby certify that the well location shoum
on this plat war plotted from fleid notas of
sotual sweeys made by me or under my
supervison, and fAat the mame {3 true and
correct to the dest of my belles.

APRIL 27, 1995

——————— Data 5 S%G E/D‘l\;hb’ Lz

I
I
1
1
I
I
|
|
I
I

;yqf-usr 6§76
RONRLD ~gbson, 3239
““EIOSON,  1284!

--'—-_—~+——-—-—_—-I‘———'~——-‘+
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MINIMUM BLOWOUT PREVENTER REQUIREMENTS

3.000 psl Working Pressure
3 MWP
(R}
STACK REQUIREMENTS
Min, Min,
No. tam 1.0. Nominal
1 | Flowiina
2 |Filupline ' 2°

3 | Crilling nicale

Two sing!e or ane dual hycrautically
coarated rams

w

ca Crilling spoal with 27 min. kill Uns a0d
3° mun choka lina cutlets

gp |27 min. kill line ang 3° min. c.‘:cxu ine
\ cutlats in (aml (Allarnate to 82 abave.)

Gate O
7 |Vaw 3-1/8°
ave Plug O
| 8 |Gate valve—pcwaer cperated | 3-us°
| 3 ]tiratocneks manilold ] 3°
Gata C
10 jval 2-1118°
alves Plug G
11 | Check valve 2-1/18°
12 | Casing head
. Gate O
13 | Valv 1-1U16°
‘ ¢ Plug Q § .
14 | Prassura gauge with naecls vaive
|18 ! Kilt line o rig mud pump manifcid 2°
l OPTIONAL
| 16 | Flanged vaive | t-118° |
-CONTRACTCR'S OPTION TO FURNISH: GENERAL NOTES:

1.All equipmaent and cennecilons abave
bracanhead or casinghsad. Warking
prassure of praventars to be 3,000 psi,
minimum,

2.Autcmatic accumulator (80 gallea,
minimum) cagable of ciesing BCP in 30
secaeds oc less and, holding them ciosed:
against {ull rated working pressurs. -

3.8QP cantrols, 10 be located near drillars

1.Deviatlons lrom this drawing may be
made caly with the exprass permission of
MEC’s Odling Manager.

2.All coanections, vaives, Attings; piplng,
ate,, subject to well oF pump prassuce
must be flanged (sultable clamp connec.
tions accaptable) and have minimum
warking prassurs equal 10 ratad workicg

. pressuce of praventars up through cha™e.

pasitica. ) Vaives must be full apening and suitible
4.Kally squipped with Kally cock. {or high prassure mud secvics.
S.lnsice blawout pravventar or its 3.Controls to be of standard design and
equivalant on darick floor at all Umes sach markad, showing opening
with proper Uusads o 2 pipe belag used. Ing position. #d clos-
8.Kalty saver-aub equipped with rubbar . 4.Chokas will be pasiticned 30 33 nct io
casing protecior at all imes. hamper or delay changing of choks

7.Plug type bicwout preventar tastar.
8.Exr2 sat pips rams to 8t <rill pipe In use
on location at all Umses.

9.Type RX ring gaskats In placs of Type R.

MEC TO FURNISH:
1.8radenhead of casinghsad and sicde

valves,
2. sar Bushing, If requitsd,

1) e e

CONFIGURATION A

/®

-

—=

CASING
HEAD

T.Handwheels and axiansicas to ba coo-
neciad Wnd ready foc usa.
8.Valves aclacsnt to drilling spocl 1o te
kapt cpen, Uss outsida valves axzap ko
amargency.
9.All saamiass steel cantrol piping (30CC
psi warking pressure) o havs fexitie
feints 10 avoid strezs. Hesas will Se
pecmittsd.
10.Casinghesd canneciions shail not >4
usad exssptin cass of emeargancy.
11.00 not uss kill Ine for routine (ilup
cperations.

Exhibit 1



. ~~ Attachment to Exhibit #1 . T
Choke Manifold

Choks ;“_Kofa W..‘.'-\

et - q .a . _&_‘Um ]
S M N é
-.3_ “Line
2

Chots o * Toda wp

MANIFOLg @ Menuel
-2 S Fu ’
goe FWR Q Hydrautic

" Exhibit 1
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Attachment to Exhibit #1
NOTES REGARDING THE BLOWQUT PREVENTERS

—

Drilling nipple to be so constructed that it can be removed without use cf 2
welder through rotary table opening, with minimum ID. equal to preventar bor:

e

Wear ring to be properly installed in head.

Blow out preventer and all fittings must be in good condition, 3000 psi W.P.
minimum. _

All fittings to be flanged.

Safery valve must be available on rig floor at all times with proper connections,
valve to be full bore 3000 psi W.P. minimur.

All choke and fill lines to be securely anchored, especially ends of choke lines.

Equipment through which bit must pass shall be at least as large as the diameter
of the casing being drilled through.

Kelly cock on kelly.
Extansion wrenches and hand wheels to be properly instailed.

Blow out preventer control to be located as close to driller’s position as feasibla.

Blow out preventer closing cquipmcnt to include minimum 40 gallon accurmula-

tor, two independent sources of pump power on each closing unit u:*.sta.lauon
and meet all API specifications.




