State of New Mexico 50’02‘9 = 3%19 Dﬁ Form C-144

District | July 21, 2008

1625 N. French Dr., Hobbs, NM 88240 Energy Minerals and Natural Resources )

District 11 For temporary pits, closed-loop systems, and
1301 W. Grand Avenue, Artesia, NM 88210 Department below-grade tanks, submit to the appropriate
“District [11 1 1 1visi NMOCD District Office.

1000 Rio Brazos Road, Aztec, NM 87410 Oil Conservation DIV.ISIon For permanent pits and exceptions submit to

District [V 1220 South St. Francis Dr. the Santa Fe Environmental Bureau office and

1220 S. St. Francis Dr., Santa Fe, NM 87505 rovide a copy to the appropriate NMOCD

Santa Fe, NM 87505 Bistric: Oftes.

Pit, Closed-Loop System, Below-Grade Tank, or
Proposed Alternative Method Permit or Closure Plan Application

Type of action: [_] Permit of a pit, closed-loop system, below-grade tank, or proposed alternative method

[[] Closure of a pit, closed-loop system, below-grade tank, or proposed alternative method

[[] Modification to an existing permit

[ Closure plan only submitted for an existing permitted or non-permitted pit, closed-loop system,
below-grade tank, or proposed alternative method

Instructions: Please submit one application (Form C-144) per individual pit, closed-loop system, below-grade tank or alternative request

Please be advised that approval of this request does not relieve the operator of liability should operations result in pollution of surface water, ground water or the
environment. Nor does approval relieve the operator of its responsibility to comply with any other applicable governmental authority's rules, regulations or ordinances.

6perator: S@Q ,L{ Of I C’ 0 rv\rl)dn y OGRID #:
Address: 8/5 ,/‘J' /0 ﬁrf I ‘For“‘f’ A)orfA 77\' 7@ /0 ;2
Facility or well name: M escalere ﬂ‘gf) P 'C‘ Federsl #H 2

APINumber: 3602538609 OCD Permit Number:
ULorQuQr __ D Section | ¥ Township __/ § 5 Range 3% &  County: et £ di/q
Center of Proposed Design: Latitude N 32 d ys g ]\ 5% . Longitude (103 '3(4' ( 2t lp # NAD: E1427D 1983

Surface Owner:N Federal [[] State [] Private [] Tribal Trust or Indian Allotment

Pit: Subsection F or G of 19.15.17.11 NMAC

Temporary: K] Drilling [] Workover

[ Permanent [[] Emergency [] Cavitation [] P&A

& Lined [] Unlined Liner type: Thickness | 2 mil [JLLDPE[J HDPE [JPVC [J Other
[ String-Reinforced

Liner Seams: [] Welded [] Factory [] Other Volume: _{p@0© bbl Dimensions: L | ZO xW {ZOxD [

3
[] Closed-loop System: Subsection H of 19.15.17.11 NMAC

Type of Operation: [] P&A [] Drilling a new well [[] Workover or Drilling (Applies to activities which require prior approval of a permit or notice of
intent)

[] Drying Pad [] Above Ground Steel Tanks [] Haul-off Bins [] Other
[ Lined [] Unlined Liner type: Thickness mil [J LLDPE [] HDPE [J] PVC [] Other
Liner Seams: [] Welded [] Factory [] Other

WS W s FOR THE
SEWLY M eICALNO

Mo L.
4. e —_—
(] Below-grade tank: Subsection I of 19.15.17.11 NMAC © WADE eI
Volume: bbl Type of fluid: w

Tank Construction material:

Qece ¢ Ao
WAL GVER Led

m'-
CALL WhO &

[ Secondary containment with leak detection [[] Visible sidewalls, liner, 6-inch lift and automatic overflow shut-off
[ Visible sidewalls and liner [] Visible sidewalls only [] Other
Liner type: Thickness mil [] HDPE [JPVC [ Other

[] Alternative Method:

Submittal of an exception request is required. Exceptions must be submitted to the Santa Fe Environmental Bureau office for consideration of approval.
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6.

Fencing: Subsection D of 19.15.17.11 NMAC (Applies to permanent pits, temporary pits, and below-grade tanks)

[J Chain link, six feet in height, two strands of barbed wire at top (Required if located within 1000 feet of a permanent residence, school, hospital,
‘nstitution or church)

1 Four foot height, four strands of barbed wire evenly spaced between one and four feet

[J Alternate. Please specify

7.
Netting: Subsection E of 19.15.17.11 NMAC (Applies to permanent pits and permanent open top tanks)
[ Screen [ Netting [] Other

[ Monthly inspections (If netting or screening is not physically feasible)

8.
Signs: Subsection C of 19.15.17.11 NMAC

[J 127x 247, 2” lettering, providing Operator’s name, site location, and emergency telephone numbers
[ Signed in compliance with 19.15.3.103 NMAC

9.
Administrative Approvals and Exceptions:
Justifications and/or demonstrations of equivalency are required. Please refer to 19.15.17 NMAC for guidance.
Please check a box if one or more of the following is requested, if not leave blank:

[0 Administrative approval(s): Requests must be submitted to the appropriate division district or the Santa Fe Environmental Bureau office for
consideration of approval.

[J Exception(s): Requests must be submitted to the Santa Fe Environmental Bureau office for consideration of approval.

10.
Siting Criteria (regarding permitting): 19.15.17.10 NMAC

Instructions: The applicant must demonstrate compliance for each siting criteria below in the application. Recommendations of acceptable source
material are provided below. Requests regarding changes to certain siting criteria may require administrative approval from the appropriate district
office or may be considered an exception which must be submitted to the Santa Fe Environmental Bureau office for consideration of approval.
Applicant must attach justification for request. Please refer to 19.15.17.10 NMAC for guidance. Siting criteria does not apply to drying pads or
1bove-grade tanks associated with a closed-loop system.

Ground water is less than 50 feet below the bottom of the temporary pit, permanent pit, or below-grade tank. O Yes [ No
- NM Office of the State Engineer - iWATERS database search; USGS; Data obtained from nearby wells

Within 300 feet of a continuously flowing watercourse, or 200 feet of any other significant watercourse or lakebed, sinkhole, or playa O Yes W No
lake (measured from the ordinary high-water mark).
- Topographic map; Visual inspection (certification) of the proposed site

Within 300 feet from a permanent residence, school, hospital, institution, or church in existence at the time of initial application. O Yes [ No
(Applies to temporary, emergency, or cavitation pits and below-grade tanks) 0O NA

- Visual inspection (certification) of the proposed site; Aerial photo; Satellite image
Within 1000 feet from a permanent residence, school, hospital, institution, or church in existence at the time of initial application. L] Yes E-I No
(Applies to permanent pits) 0l NA

- Visual inspection (certification) of the proposed site; Aerial photo; Satellite image

Within 500 horizontal feet of a private, domestic fresh water well or spring that less than five households use for domestic or stock [ Yesbd No
watering purposes, or within 1000 horizontal feet of any other fresh water well or spring, in existence at the time of initial application.
- NM Office of the State Engineer - iIWATERS database search; Visual inspection (certification) of the proposed site

Within incorporated municipal boundaries or within a defined municipal fresh water well field covered under a municipal ordinance [J Yes[A No
adopted pursuant to NMSA 1978, Section 3-27-3, as amended.
- Written confirmation or verification from the municipality; Written approval obtained from the municipality

Within 500 feet of a wetland. O Yes[x] No
- US Fish and Wildlife Wetland Identification map; Topographic map; Visual inspection (certification) of the proposed site

Within the area overlying a subsurface mine. . O Yes No
- Written confirmation or verification or map from the NM EMNRD-Mining and Mineral Division

Within an unstable area. [J Yes [{] No
- Engineering measures incorporated into the design; NM Bureau of Geology & Mineral Resources; USGS; NM Geological
Society; Topographic map

Vithin a 100-year floodplain. O Yes[X No
- FEMA map
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.
Temporary Pits, Emergency Pits, and Below-grade Tanks Permit Application Attachment Checklist: Subsection B of 19.15.17.9 NMAC
Instructions: Each of the following items must be attached to the application. Please indicate, by a check mark in the box, that the documents are
" attached.
'[C] Hydrogeologic Report (Below-grade Tanks) - based upon the requirements of Paragraph (4) of Subsection B of 19.15.17.9 NMAC

[ Hydrogeologic Data (Temporary and Emergency Pits) - based upon the requirements of Paragraph (2) of Subsection B of 19.15.17.9 NMAC

[ Siting Criteria Compliance Demonstrations - based upon the appropriate requirements of 19.15.17.10 NMAC

[J Design Plan - based upon the appropriate requirements of 19.15.17.11 NMAC

[J Operating and Maintenance Plan - based upon the appropriate requirements of 19.15.17.12 NMAC

[B& Closure Plan (Please complete Boxes 14 through 18, if applicable) - based upon the appropriate requirements of Subsection C of 19.15.17.9 NMAC
and 19.15.17.13 NMAC

[] Previously Approved Design (attach copy of design) ~ API Number: or Permit Number:

2.
Closed-loop Systems Permit Application Attachment Checklist: Subsection B of 19.15.17.9 NMAC
Instructions: Each of the following items must be attached to the application. Please indicate, by a check mark in the box, that the documents are
attached.

[J Geologic and Hydrogeologic Data (only for on-site closure) - based upon the requirements of Paragraph (3) of Subsection B of 19.15.17.9

[ Siting Criteria Compliance Demonstrations (only for on-site closure) - based upon the appropriate requirements of 19.15.17.10 NMAC

[J Design Plan - based upon the appropriate requirements of 19.15.17.11 NMAC

[C] Operating and Maintenance Plan - based upon the appropriate requirements of 19.15.17.12 NMAC

[ Closure Plan (Please complete Boxes 14 through 18, if applicable) - based upon the appropriate requirements of Subsection C of 19.15.17.9 NMAC
and 19.15.17.13 NMAC

[J Previously Approved Design (attach copy of design) API Number:

[ Previously Approved Operating and Maintenance Plan ~ API Number: (Applies only to closed-loop system that use

above ground steel tanks or haul-off bins and propose to implement waste removal for closure)

13.
Permanent Pits Permit Application Checklist: Subsection B of 19.15.17.9 NMAC
Instructions: Each of the following items must be attached to the application. Please indicate, by a check mark in the box, that the documents are
attached.

[ Hydrogeologic Report - based upon the requirements of Paragraph (1) of Subsection B of 19.15.17.9 NMAC

[] siting Criteria Compliance Demonstrations - based upon the appropriate requirements of 19.15.17.10 NMAC

[ Climatological Factors Assessment

[ Certified Engineering Design Plans - based upon the appropriate requirements of 19.15.17.11 NMAC

[[] Dike Protection and Structural Integrity Design - based upon the appropriate requirements of 19.15.17.11 NMAC

[ Leak Detection Design - based upon the appropriate requirements of 19.15.17.11 NMAC

[J Liner Specifications and Compatibility Assessment - based upon the appropriate requirements of 19.15.17.11 NMAC

[J Quality Control/Quality Assurance Construction and Installation Plan

[J Operating and Maintenance Plan - based upon the appropriate requirements of 19.15.17.12 NMAC

[] Freeboard and Overtopping Prevention Plan - based upon the appropriate requirements of 19.15.17.11 NMAC

[J Nuisance or Hazardous Odors, including H,S, Prevention Plan

[J Emergency Response Plan

[ Oil Field Waste Stream Characterization

[C] Monitoring and Inspection Plan

[C] Erosion Control Plan
[J Closure Plan - based upon the appropriate requirements of Subsection C of 19.15.17.9 NMAC and 19.15.17.13 NMAC

14.
Proposed Closure: 19.15.17.13 NMAC

Instructions: Please complete the applicable boxes, Boxes 14 through 18, in regards to the proposed closure plan.

Type: [ Drilling [] Workover [[] Emergency [] Cavitation [] P&A [] Permanent Pit [] Below-grade Tank [] Closed-loop System
[J Alternative
Proposed Closure Method: [X] Waste Excavation and Removal
[] Waste Removal (Closed-loop systems only)
[J On-site Closure Method (Only for temporary pits and closed-loop systems)
K In-place Burial [] On-site Trench Burial
[] Alternative Closure Method (Exceptions must be submitted to the Santa Fe Environmental Bureau for consideration)

1s.
Waste Excavation and Removal Closure Plan Checklist: (19.15.17.13 NMAC) Instructions: Each of the following items must be attached to the
closure plan. Please indicate, by a check mark in the box, that the documents are attached.
Protocols and Procedures - based upon the appropriate requirements of 19.15.17.13 NMAC
Confirmation Sampling Plan (if applicable) - based upon the appropriate requirements of Subsection F of 19.15.17.13 NMAC
Disposal Facility Name and Permit Number (for liquids, drilling fluids and drill cuttings)
[ Soil Backfill and Cover Design Specifications - based upon the appropriate requirements of Subsection H of 19.15.17.13 NMAC
Re-vegetation Plan - based upon the appropriate requirements of Subsection I of 19.15.17.13 NMAC
Site Reclamation Plan - based upon the appropriate requirements of Subsection G of 19.15.17.13 NMAC
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16.

Waste Removal Closure For Closed-loop Systems That Utilize Above Ground Steel Tanks or Haul-off Bins Only: (19.15.17.13.D NMAC)
Instructions: Please indentify the facility or facilities for the disposal of liquids, drilling fluids and drill cuttings. Use attachment if more than two

“acilities are required.
Disposal Facility Name:

Disposal Facility Permit Number:

Disposal Facility Name: Disposal Facility Permit Number:

Will any of the proposed closed-loop system operations and associated activities occur on or in areas that will not be used for future service and operations?

[] Yes (If yes, please provide the information below) [] No

Required for impacted areas which will not be used for future service and operations:

[ Soil Backfill and Cover Design Specifications - - based upon the appropriate requirements of Subsection H of 19.15.17.13 NMAC

[J Re-vegetation Plan - based upon the appropriate requirements of Subsection I of 19.15.17.13 NMAC
[] Site Reclamation Plan - based upon the appropriate requirements of Subsection G of 19.15.17.13 NMAC

17.
Siting Criteria (regarding on-site closure methods only): 19.15.17.10 NMAC

Instructions: Each siting criteria requires a demonstration of compliance in the closure plan. Recommendations of acceptable source material are

provided below. Requests regarding changes to certain siting criteria may require administrative approval from the appropriate district office or may be

considered an exception which must be submitted to the Santa Fe Environmental Bureau office for consideration of approval. Justifications and/or

demonstrations of equivalency are required. Please refer to 19.15.17.10 NMAC for guidance.

Ground water is less than 50 feet below the bottom of the buried waste.
- NM Office of the State Engineer - iWATERS database search; USGS; Data obtained from nearby wells

Ground water is between 50 and 100 feet below the bottom of the buried waste
- NM Office of the State Engineer - iWATERS database search; USGS; Data obtained from nearby wells

Ground water is more than 100 feet below the bottom of the buried waste.
- NM Office of the State Engineer - iIWATERS database search; USGS; Data obtained from nearby wells

Within 300 feet of a continuously flowing watercourse, or 200 feet of any other significant watercourse or lakebed, sinkhole, or playa
lake (measured from the ordinary high-water mark).
- Topographic map; Visual inspection (certification) of the proposed site

Within 300 feet from a permanent residence, school, hospital, institution, or church in existence at the time of initial application.
- Visual inspection (certification) of the proposed site; Aerial photo; Satellite image

Within 500 horizontal feet of a private, domestic fresh water well or spring that less than five households use for domestic or stock

watering purposes, or within 1000 horizontal feet of any other fresh water well or spring, in existence at the time of initial application.

- NM Office of the State Engineer - iIWATERS database; Visual inspection (certification) of the proposed site

Within incorporated municipal boundaries or within a defined municipal fresh water well field covered under a municipal ordinance
adopted pursuant to NMSA 1978, Section 3-27-3, as amended.
- Written confirmation or verification from the municipality; Written approval obtained from the municipality

Within 500 feet of a wetland.
- US Fish and Wildlife Wetland Identification map; Topographic map; Visual inspection (certification) of the proposed site

Within the area overlying a subsurface mine.
- Written confirmation or verification or map from the NM EMNRD-Mining and Mineral Division

Within an unstable area.
- Engineering measures incorporated into the design; NM Bureau of Geology & Mineral Resources; USGS; NM Geological
Society; Topographic map

Within a 100-year floodplain.
- FEMA map

[ Yes[] No
B NA

[ Yes[] No
b NA
X] Yes[] No
O NA

[ Yes & No

[J Yespd No
O Yesfg] No

O Yes ] No

[0 Yes[¥ No
[ Yes K] No

[ Yes[X No
[0 YesBd No

18. : -
On-Site Closure Plan Checklist: (19.15.17.13 NMAC) Instructions: Each of the following items must be attached to the closure plan. Please indicate,

by a check mark in the box, that the documents are attached.
[ Siting Criteria Compliance Demonstrations - based upon the appropriate requirements of 19.15.17.10 NMAC

Construction/Design Plan of Burial Trench (if applicable) based upon the appropriate requirements of 19.15.17.11 NMAC

Construction/Design Plan of Temporary Pit (for in-place burial of a drying pad) - based upon the appropriate requirements of 19.15.17.11 NMAC

% Proof of Surface Owner Notice - based upon the appropriate requirements of Subsection F 0of 19.15.17.13 NMAC
L
X

Protocols and Procedures - based upon the appropriate requirements of 19.15.17.13 NMAC
Confirmation Sampling Plan (if applicable) - based upon the appropriate requirements of Subsection F of 19.15.17.13 NMAC
Waste Material Sampling Plan - based upon the appropriate requirements of Subsection F of 19.15.17.13 NMAC

Disposal Facility Name and Permit Number (for liquids, drilling fluids and drill cuttings or in case on-site closure standards cannot be achieved)

O

a

[J Soil Cover Design - based upon the appropriate requirements of Subsection H of 19.15.17.13 NMAC
Re-vegetation Plan - based upon the appropriate requirements of Subsection I of 19.15.17.13 NMAC

[X Site Reclamation Plan - based upon the appropriate requirements of Subsection G of 19.15.17.13 NMAC

Form C-144 Oil Conservation Division
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19.
Operator Application Certification:

[ hereby certify that the information submitted with this application is true, accurate and complete to the best of my knowledge and belief.

Jame (Print): Title:
Signature: Date:
e-mail address: Telephone:

20.
OCD Approval: [] Permit Application (including closure plan) [] Closure Plan (only) []J OCD Conditions (see attachment)

OCD Representative Signature: Approval Date:

Title: OCD Permit Number:

2.

Closure Report (required within 60 days of closure completion): Subsection K of 19.15.17.13 NMAC

Instructions: Operators are required to obtain an approved closure plan prior to implementing any closure activities and submitting the closure report.
The closure report is required to be submitted to the division within 60 days of the completion of the closure activities. Please do not complete this
section of the form until an approved closure plan has been obtained and the closure activities have been completed.

[ Closure Completion Date:

22.
Closure Method:

Waste Excavation and Removal [] On-Site Closure Method [] Alternative Closure Method [[] Waste Removal (Closed-loop systems only)
[ Ifdifferent from approved plan, please explain.

2.

Closure Report Regarding Waste Removal Closure For Closed-loop Systems That Utilize Above Ground Steel Tanks or Haul-off Bins Only:
Instructions: Please indentify the facility or facilities for where the liquids, drilling fluids and drill cuttings were disposed. Use attachment if more than
two facilities were utilized.

Disposal Facility Name: Disposal Facility Permit Number:

Disposal Facility Name: Disposal Facility Permit Number:

Were the closed-loop system operations and associated activities performed on or in areas that will not be used for future service and operations?
[ Yes (If yes, please demonstrate compliance to the items below) [] No

Required for impacted areas which will not be used for future service and operations:
[ Site Reclamation (Photo Documentation)
[ Soil Backfilling and Cover Installation
[J Re-vegetation Application Rates and Seeding Technique

.
Closure Report Attachment Checklist: Instructions: Each of the following items must be attached to the closure report. Please indicate, by a check
mark in the box, that the documents are attached.

[ Proof of Closure Notice (surface owner and division)

[J Proof of Deed Notice (required for on-site closure)

[C] Plot Plan (for on-site closures and temporary pits)

[J Confirmation Sampling Analytical Results (if applicable)

[J] Waste Material Sampling Analytical Results (required for on-site closure)

[J Disposal Facility Name and Permit Number

[J Soil Backfilling and Cover Installation

[] Re-vegetation Application Rates and Seeding Technique

[0 site Reclamation (Photo Documentation)

On-site Closure Location: Latitude Longitude NAD: []1927[] 1983

2.

Operator Closure Certification:

I hereby certify that the information and attachments submitted with this closure report is true, accurate and complete to the best of my knowledge and
belief. I also certify that the closure complies with all applicable closure requirements and conditions specified in the approved closure plan.

Name (Print): Title:
Signature: Date:
l _-mail address: Telephone:

Form C-144 Oil Conservation Division Page 5 of 5
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- SECTION 18, TOWNSHIP

LEA COUNTY,

D/Rgc TIONS TO LOCATION:

FROM THE JUNCTION OF STATE HWY 529 AND CO. RD.
L—125 (QUECHO), PROCEED NORTH ON CO. RD. L—-125
. FOR 0.2 MILES TO A LEASE ROAD, ON LEASE ROAD GO
EAST 0.1 MILES TO WELL PAD AND PROPOSED LEASE

ROAD.

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

18 SOUTH, RANGE

34 EAST, N.M.P.M.,

NEW MEXICO.
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SCALE: 1" = 200’
REF: MESCALERO RIDGE "C" FEDERAL #2 / Well Pad Topo

W.0. Number: 18583 | prawn By: J. M. SMALL

THE MESCALERO RIDGE "C" FEDERAL No. 2 LOCATED 640’
FROM THE NORTH LINE AND 990" FROM THE WEST LINE OF
SECTION 18, TOWNSHIP 18 SOUTH, RANGE 34 EAST,
N.M.P.M., LEA COUNTY, NEW MEXICO.

Date: 09-29-2007 | Disk: 18583W

Survey Date: 09-26-2007 ]Sheet 1 of 1 Sheets
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EXHIBIT "A"
SEELY OIL CO.

Mescalero Ridge “C” Federal, Well No. 2
Topo Map: Buckeye, New Mexico
640’ FNL & 990’ FWL. Sec. 18-T18S-R34E

Existing Access Roads: e
Proposed Access Road: e=—
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Site Re-Vegetation Plan

Upon finishing backfill of pit area, this area will be completed
by ripping and reseeding the area in accordance with
Subsection | of 19.15.17.13 NMAC.




Seed Mixture 1, for Loamy Sites

The holder shall seed all disturbed areas with the seed mixture listed below. The seed
mixture shall be planted in the amounts specified in pounds of pure live seed (PLS)* per
acre. There shall be no primary or secondary noxious weeds in the seed mixture. Seed
will be tested and the viability testing of seed will be done in accordance with State
law(s) and within nine (9) months prior to purchase. Commercial seed will be either
certified or registered seed. The seed container will be tagged in accordance with State
law(s) and available for inspection bye the authorized officer.

Seed will be planted using a drill equipped with a depth regulator to ensure proper depth
regulator to ensure proper depth of planting where drilling is possible. The seed mixture
will be evenly and uniformly planted over the disturbed area (small/heavier seeds have a
tendency to drop the bottom of the drill and are planted first). The holder shall take
appropriate measures to ensure this does not occur. Where drilling is not possible, seed
will be broadcast and the area shall be raked or chained to cover the seed. When
broadcasting the seed, the pounds per acre are to be doubled. The seeding will be
repeated until a satisfactory stand is established as determined by the authorized officer.
Evaluation of growth will not be made before completion of at least one full growing
season after seeding. ‘

Species to be planted in pounds of pure live seed* per acre:

Species Ib/acre
Plains lovegrass (Eragrostis intermedia) 0.5
Sand dropseed (Sporobolus cryptandrus) 1.0
Sideoats grama (Bouteloua curtipendula) 5.0

*Pounds of pure live seed:

Pounds of seed x percent purity x percent gemination = pounds pure live seed
(Insert Seed Mixture Here)
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Sampling Procedure

Sampling will be done after the reserve pit material has been
removed. All sampling will be done in accordance with pit
closure specifications: Subsection F of 19.15.17.13 NMAC




I. GENERAL PROVISIONS

The approval of the Application For Permit To Drill (APD) is in compliance with all
applicable laws and regulations: 43 Code of Federal Regulations 3160, the lease terms,
Onshore Oil and Gas Orders, Notices To Lessees, New Mexico Oil Conservation
Division (NMOCD) Rules, National Historical Preservation Act As Amended, and
instructions and orders of the Authorized Officer. Any request for a variance shall be
submitted to the Authorized Officer on Form 3160-5, Sundry Notices and Report on
Wells.

II. PERMIT EXPIRATION

If the permit terminates prior to drilling and drilling cannot be commenced within 60
days after expiration, an operator is required to submit Form 3160-5, Sundry Notices and
Reports on Wells, requesting surface reclamation requirements for any surface
disturbance. However, if the operator will be able to initiate drilling within 60 days after
the expiration of the permit, the operator must have set the conductor pipe in order to
allow for an extension of 60 days beyond the expiration date of the APD. (Filing of a
Sundry Notice is required for this 60 day extension.)

III. ARCHAEOLOGICAL, PALEONTOLOGY & HISTORICAL SITES

Any cultural and/or paleontological resource discovered by the operator or by any person
working on the operator's behalf shall immediately report such findings to the Authorized
Officer. The operator is fully accountable for the actions of their contractors and
subcontractors. The operator shall suspend all operations in the immediate area of such
discovery until written authorization to proceed is issued by the Authorized Officer. An
evaluation of the discovery shall be made by the Authorized Officer to determine the
appropriate actions that shall be required to prevent the loss of significant cultural or
scientific values of the discovery. The operator shall be held responsible for the cost of
the proper mitigation measures that the Authorized Officer assesses after consultation
with the operator on the evaluation and decisions of the discovery. Any unauthorized
collection or disturbance of cultural or paleontological resources may result in a
shutdown order by the Authorized Officer.

IV. NOXIOUS WEEDS

The operator shall be held responsible if noxious weeds become established within the
areas of operations. Weed control shall be required on the disturbed land where noxious
weeds exist, which includes the roads, pads, associated pipeline corridor, and-adjacent
land affected by the establishment of weeds due to this action. The operator shall consult
with the Authorized Officer for acceptable weed control methods, which include
following EPA and BLM requirements and policies.
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V. CONSTRUCTION

A. NOTIFICATION

The BLM shall administer compliance and monitor construction of the access road and
well pad. Notify the Carlsbad Field Office at (505) 234-5972 at least 3 working days
prior to commencing construction of the access road and/or well pad.

When construction operations are being conducted on this well, the operator shall have
the approved APD and Conditions of Approval (COA) on the well site and they shall be
made available upon request by the Authorized Officer.

B. TOPSOIL

The operator shall stockpile the topsoil of the well pad. The topsoil to be stripped is
approximately 6 inches in depth. The topsoil shall not be used to backfill the reserve pit
and will be used for interim and final reclamation.

G RESERVE PITS
The reserve pit shall be constructed and closed in accordance with the NMOCD rules.
The reserve pit shall be constructed 120° X 120’ on the Northeast side of the well pad.

The reserve pit shall be constructed, so that upon completion of drilling operations, the
dried pit contents shall be buried a minimum depth of three feet below ground level.
Should the pit content level not meet the three foot minimum depth requirement, the
excess contents shall be removed until the required minimum depth of three feet below
ground level has been met. The operator shall properly dispose of the excess contents at
an authorized disposal site.

The reserve pit shall be constructed and maintained so that runoff water from outside the
location is not allowed to enter the pit. The berms surrounding the entire perimeter of the
pit shall extend a minimum of two (2) feet above ground level. At no time will standing
fluids in the pit be allowed to rise above ground level.

The reserve pit shall be fenced on three (3) sides during drilling operations. The fourth
side shall be fenced immediately upon rig release.

D. FEDERAL MINERAL MATERIALS PIT

If the operator elects to surface the access road and/or well pad, mineral materials

extracted during construction of the reserve pit may be used for surfacing the well pad
and access road and other facilities on the lease.
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wired/ o8s  14:4/ Ngo39324/b CARDINAL LABS

AR DI NAI_ PHONE (575) 393-2326 » 101 E_ MARLAND + HOBBS, NM 88240
LABORATORIES

ANALYTICAL RESULTS FOR
SEELY OIL CO.

ATTN: WADE DITTRICH

815 W. 10TH ST.

FORT WORTH, TX 76102

Receiving Date: 07/08/09 Analysis Date: 07/08/09
Reporting Date: 07/08/09 Sampling Date: 07/08/09
Project Number: NOT GIVEN Sample Type: SOIL
ProffctiiName: MESCALERO RIDGE “C" FED. #2 Sample Condition: INTACT @ 28.5°C
Projgtocation: NOT GIVEN Sample Received By: AB
‘ Analyzed By: HM
cr
LAB NUMBER SAMPLE ID (mg/kg)
7763 T e 1420 ]
H17763-2 2 _ : .. gl
| _ Quality Control Lo o 500 |
| True Value QC ....500
__ % Recovery o i 100
.. Relative Percent Difference g I
[METHOD: ‘Standard Methods ] as00cre |

Note: Analyses performed on 1:4 w:v aqueous extracts.

07/09)09

Date

H17763 Seely Oil

.EASE NOTE: Liabllity nnd Damages. Cardinal’s llabllity and chent’s oxclusive remedy for any claim nrising. whellior basad In contract or tord. shell be limited 10 1he nmeunt paid by dient for annly=aa,
All claims. including those for noglignnce and any other causs wh or ghall bo wnivad unless madn In writing and received by Cartinal within Ihirty (30) deye after romplation of tha applicablo
sorvice, In no sveat =hall Cardinal b llahle for incidantal or concoquential damager:, Including. withowt imitation, business Interruptions, lon= of uge. or oss of profita Incurred by dliant. te subskilariee.
effllisle= ar 250098018 arising aut of or rolalod i the performnnne of eervicea hareunger by Cardinal. rogardiess of whothor such claim |2 based upan env of the above-etatnd reagone or otharwise. Razults
migte only 1o thn =amples I0éntillad ahove, This rapont ehall nol be mpraduced sxcopt [n full with writan approval of Cardinal Labaratoriee.
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CARDINAL LABS

wi(/ 03/ L0003 14,4/ D(239344 /b
AB Dl NAL PHONE (575! 393-2326 = 101 E, MARLA&:HOBBS, NM 86240
LABORATORIES e
July 9, 2009
Wade Dittrich

Seely Oil Cofpany

815 West 10 Street

Fort Worth, TX 76102

Re: Mescalero Ridge “C” Fed. #2

Enclosed are the results of analyses for sample number H17763, received by the
laboratory on 07/08/09 at 10:45 am.

Cardinal Laboratories 15 accredited through Texas NELAP for:

Method SW-846 8021 Benzene, Toluene, Ethyl Benzene, and Total Xylenes

Method SW-846 8260 Bemg);, Toluene, Ethyl Benzene, and Total Xylenes
Method TX 1005 Total Petroleum Hydrocarbons

Certificate number T104704398-08-TX. Accreditation applies to solid and chemical
materials and non-potable water matrices.

Total Number of Pages of Report: 3 (includes Chain of Custody)

Singerely, %
. Yy K

Laborat

Director

This report conforms with NELAP requirements.




