PECOS DISTRICT
CONDITIONS OF APPROVAL

LEASE NO.: NMNM-118119

WELL NAME & NO.: LIZA JANE FEDERAL #1
f SURFACE HOLE [1630] ' F [S] L [1220] ' F

FOOTAGE: [E] L
BOTTOM HOLE FOOTAGE: Eé?3g] L o
Section 19, T 5. S., R 35 E.,
NMPM
COUNTY: Roosevelt County, New Mexico

LOCATION:

1. GENERAL PROVISIONS

Approval of the APD does not warrant that any party holds
equitable or legal title. Any request for a variance shall be
submitted to the Authorized Officer on Sundry Notice (Form 3160-
S5) -

For BLM’s surface operating standards and guidelines, refer to:
The Gold Book , Fourth Edition - Revised 2007. To obtain a copy
free of charge contact the Roswell Field Office (575) 627-0272
or visit BLM on the web at:
http://www.blm.gov/wo/st/en/prog/energy/oil_and gas/best managem
ent practices/gold book.html

All construction, operations, and reclamation shall follow the
Onshore 0il and Gas Operations as described in the 43 CFR part
3160.

The Operator shall submit a Sundry Notice (Form 3160-5) to the
Bureau of Land Management, Roswell Field Office (address above)
for approval prior to beginning any new surface-disturbing
activities or operations that are not specifically addressed and
approved by this APD.

A site facility diagram and a site security plan shall be filed
no later than 60 calendar days following first production
(Onshore Order 3, Section III, I. and 43 CFR 3162.7-5).

2. 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, 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).

3. JUISTICTIONAL WATERS of the U.S.
The operator shall obtain appropriate permits from the U.S. Army Corps of Engineers prior to
discharge or dredge and fill material into waters of the United States in accordance with Section
404 of the Clean Water Act. Contact The U.S. Army Corps of Engineers regulatory New
Mexico Branch Office, 4101 Jefferson Plaza NE, Albuquerque, NM 87109-3435 at (505) 342-

3678 or Email: CESPA-RD-NM@usace.army.mil if you have questions.

4. ARCHAEOLOGICAL, PALEONTOLOGICAL & HISTORICAL SITES

Any cultural and/or paleontological resource discovered
inadvertently 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.

5. HUMAN REMAINS AND OBJECTS OF CULTURAL PATRIMONY

The operator shall comply with procedures established in the
Native American Graves Protection and Repatriation Act (NAGPRA)
to protect such cultural items as human remains, funerary
objects, sacred objects, and objects of cultural patrimony that
are discovered inadvertently during project implementation. In
the event that any of the cultural items listed above are
discovered during the course of project work, the proponent




shall immediately halt the disturbance and contact the BLM
within 24 hours for instructions. The proponent or initiator of
any project shall be held responsible for protecting,
evaluating, reporting, excavating, treating, and disposing of
these cultural items according to the procedures established by
the BLM in consultation with Indian Tribes.

6. NOXIOUS WEEDS

The operator shall be held responsible if noxious weeds become
established within the areas of operations (access road and/or
well pad). 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.

7. CAVE AND KARST

Any Cave or Karst feature discovered by the operator or by any
person working on the operator’s behalf shall immediately report
the feature 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. During
drilling, previously unknown cave and karst features could be
encountered. If a void is encountered while drilling and a loss
of circulation occurs, lost drilling fluids can directly
contaminate groundwater recharge areas, aquifers, and
groundwater quality. Drilling operations can also lead to
sudden collapse of underground voids.

To mitigate or lessen the probability of impacts associated with
the drilling and production of oil and gas wells in karst areas,
the guidelines listed in Appendix 3, Practices for 0il and Gas
Drilling and Production in Cave and Karst Areas, as approved in
the Roswell Resource Management Plan Amendment of 1997, page
AP3-4 through AP 3-7 shall be followed.

A more complete discussion of the impacts of o0il and gas
drilling can be found in the Dark Canyon Environmental Impact
Statement of 1993, published by the U.S. Department of the
Interior, Bureau of Land Management.




8. CONSTRUCTION

NOTIFICATION: The BLM shall administer compliance and monitor
construction of the access road and well pad. Notify Natural
Resource Specialist, Harley Davis at (575) 627-0247 or the
Roswell Field Office at (575) 627-0272 at least three (3)
working days prior to commencing construction of the access road
and/or well pad.

A complete copy of the approved APD and the attached Conditions
of Approval (COAs) shall be kept on the well’s location for
reference upon inspections.

Construction over and/or immediately adjacent to existing
pipelines shall be coordinated, and in accordance with, the
relevant pipeline companies’ policy.

Any trench left open for (8) hours or less is not required to
have escape ramps; however, before the trench is backfilled, an
agency approved monitor shall walk the entire length of the open
trench and remove all trapped fauna. The bottom surface of the
trench will be disturbed a minimum of 2 inches in order to
arouse any buried fauna. All fauna will be released a minimum
of 100 yards from the trench.

For trenches left open for (8) hours or more, earthen escape
ramps (built at nor more than a 30 degree slope and spaced no
more than 500 feet apart) shall be placed in the trench.
Structures will also be authorized within the trench. Metal
structures will not be authorized. Structures used as escape
ramps will be placed at no more than a 30 degree slope and
spaced no more than 500 feet apart.

9. TOPSOIL:

When saturated soil conditions exist on access roads or
location, construction shall be halted until soil material dries
out or is frozen sufficiently for construction to proceed
without undue damage and erosion to soils, roads and locations.

Topsoil shall be stripped following removal of vegetation during
construction of well pads, pipelines, roads, or other surface
facilities. This shall include all growth medium - at a minimum,
the upper 2-6 inches of soil - but shall also include stripping
of any additional topsoil present at a site, such as indicated




by color or texture. Stripping depth may be specified during the
onsite inspection. Stripped topsoil shall be stored separately
from subsoil or other excavated material and replaced prior to
interim seedbed preparation. No topsoil shall be stripped when
soils are moisture-saturated or frozen below the stripping
depth.

The topsoil will not be used to construct the containment
structures or earthen dikes that are on the outside boundaries
of the constructed well pad, tanks, and storage facilities.

Each construction area is site specific as to topsoil depth. It
is the operator’s responsibility to ensure that topsoil,
caliche, or spoils are not mixed together.

(Pads) : topsoil will be stripped and stored in separate piles
from the spoils pile. They can be stored on opposite or adjacent
sides. If topsoil and spoils must be stored on the same pad side
together they shall be no closer than toe to toe, not
overlapping. Each pile shall be kept within 30 feet of the pad’s
side. 100% of the topsoil will be used for both interim and
final reclamation. 100% of topsoil will be respread over the
disturbed areas during reclamation.

(Roads) : topsoil shall be stripped in such a way to follow the
road’s edge outside of the surfacing or drivable area. During
final reclamation, after removal of surface material and re-
contouring, 100% of topsoil will be respread over the disturbed
areas during reclamation. Vegetation in the topsoil will help
hold re-seeding, moisture content, and reduce erosion.

10. WELL PAD SURFACING:

The well pad shall be constructed in a manner which creates the
smallest possible surface disturbance, consistent with safety
and operational need. Surfacing of the well pad is not required.
If the operator elects to surface the well pad, the surfacing
material will be required to be removed at the time of
reclamation.

Cattleguards

An appropriately sized cattleguard(s) sufficient to carry out
the project shall be installed and maintained at fence
crossing(s). Any existing cattle guard(s) on the access road
shall be repaired or replaced if they are damaged or have
deteriorated beyond practical use. The operator shall be




responsible for the condition of the existing cattle guard(s)
that are in place and are utilized during lease operations.
Gates or cattle guards on public lands will not be locked or
closed to public use unless closure is specifically determined
to be necessary and is authorized in writing by the authorized
officer. A gate shall be constructed and fastened securely to
H-braces.

Fence Requirement

The operator shall notify the private surface landowner or the
grazing allotment operator prior to crossing any fence(s). Where
entry is required across a fence line, the fence shall be braced
and tied off on both sides of the passageway prior to cutting.

11. PRODUCTION:
Storage

Fiberglass storage tanks are not permitted for the storage of
production.

Placement of Production Facilities

Production facilities should be placed on the well pad to allow
for maximum interim reclamation and re-vegetation of the well
location.

Containment Structures

All production facilities shall have a lined containment
structure large enough to contain 110% of the largest Tank
(PLUS) 24 hours of production (43 CFR 3162.5-1) Environmental
Obligations, unless more stringent protective requirements are
deemed necessary by the Authorized Officer.

Painting Requirement

All above-ground structures including meter housing that are not
subject to safety requirements shall be painted a flat non-
reflective paint color, OIL GREEN (Standard Environmental
Color Chart June 2008).

Completion Report

In accordance with 43 CFR 3160, Form 3160-4 (Well Completion or
Re-completion Report and Log) must be submitted to the Bureau of




Land Management, Roswell Field Office within 30 days after
completion of the well or producer. Copies of all open hole and
cased hole logs, core descriptions, core analyses, well test
data, geologic summaries, sample descriptions, formation test
reports, stimulation reports, directional survey (if
applicable), and all other surveys or data obtained and compiled
during the drilling, completion, and/or work over operations,
shall be included with Form 3160-4.

12. INTERIM RECLAMATION:

Reclamation earthwork for interim and/or final reclamation shall
be completed within 6 months of well completion or well plugging
(weather permitting), and shall consist of: 1) backfilling
pits, 2) re-contouring and stabilizing the well site, access
road, cut/fill slopes, drainage channels, utility and pipeline
corridors, and all other disturbed areas, to approximately the
original contour, shape, function, and configuration that
existed before construction (any compacted backfilling
activities shall ensure proper spoils placement , settling, and
stabilization, 3) surface ripping, prior to topsoil placement,
to a depth of 18-24 inches deep on 18-24 inch centers to reduce
compaction, 4) final grading and replacement of all topsoil so
that no topsoil’s remains in the stockpile, 5) seeding in
accordance with reclamation portions of the APD and these COA’s.

Any subsequent re-disturbance of interim reclamation shall be
reclaimed within six (6) months by the same means described
above.

Prior to conducting interim reclamation, the operator is
required to:

® Submit a Sundry Notices and Reports on Wells (Notice of
Intent), Form 3160-5, prior to conducting interim
reclamation.

® Contact BLM at least three (3) working days prior to
conducting any interim reclamation activities, and prior to
seeding.

During reclamation, the removal of caliche is important to
increasing the success of re-vegetating the site. Removed
caliche may be used in road repairs, fire walls or for building




other roads and locations. In addition, in order to operate the
well or complete workover operations, it may be necessary to
drive, park and operate on restored interim vegetation within
the previously disturbed area. Disturbing re-vegetated areas for
production or workover operations will be allowed. If there is
significant disturbance and loss of vegetation, the area will
need to be re-vegetated. Communicate with the appropriate BLM
office for any exceptions/exemptions if needed.

Use a certified noxious weed-free seed mixture. Use seed tested
for viability and purity in accordance with State law(s) within
nine months prior to purchase. Use a commercial seed mixture
certified or registered and tagged in accordance with State
law(s). Make the seed mixture labels available for BLM
inspection.

13. SEED MIX:
Seeding will be at the land owner’s request.

14. FINAL ABANDONMENT:

A. Upon abandonment of the well a Notice of Intent for Plug
and Abandonment describing plugging procedures. Followed within
30 days you shall file with this office, a Subsequent Report of
Abandonment (Form 3160-5). To be included with this report is
where the plugs were placed; volumes of cement used and well
bore schematic as plugged.

B. On private surface/federal mineral estate land the
reclamation procedures on the road and well pad shall be
accomplished in accordance with the Private Surface Land Owner
agreements and a copy of the release is to be submitted upon
abandonment.

C: The Operator shall promptly plug and abandoned each newly
completed, re-completed or producing well which is not capable
of producing in paying quantities. No well may be temporarily
abandoned for more than 30 days without prior approval from this
office. When justified by the Operator, BLM may authorize
additional delays, no one of which may exceed an additional 12
months. Upon removal of drilling or producing equipment form
the site of a well which is to be permanently abandoned, the
surface of the lands disturbed shall be reclaimed in accordance
with an approved Notice of Intent for final reclamation.




D. Final reclamation shall include: the removal of all solid
waste, trash, surfacing materials, storage facilities and all
other related equipment, flow lines, and meter housing, power
poles, guy wires, and all other related power materials. All
disturbed areas, i.e. cuts and fills, shall be re-contoured to
their original surroundings. 100% of topsoil shall be used to
resurface all disturbed areas including access roads. A label of
the seed mix used shall be submitted with the Final Abandonment
Notice (FAN) for review once reclamation is complete.

15. PIPELINE PROTECTION REQUIREMENT:

Precautionary measures shall be taken by the operator during construction of the access road to
protect existing pipelines that the access road will cross over. An earthen berm; 2 feet high by 3
feet wide and 14 feet across the access road travelway (2' X 3' X 14'), shall be constructed over
existing pipelines. The operator shall be held responsible for any damage to existing pipelines.
If the pipeline is ruptured and/or damaged the operator shall immediately cease construction
operations and repair the pipeline. The operator shall be held liable for any unsafe construction
operations that threaten human life and/or cause the destruction of equipment.

16. SPECIAL STIPULATIONS:

A. If frac ponds are necessary submit for approval a right-of-
way application or sundry notice (Form 3160-5) to the BLM,
Roswell Field Office 2902 West Second, Roswell, NM 88201.
If frac pond is located on private/State surface and
support the enhanced production of federal minerals BLM
approval is necessary.

B. Timing Limitation Stipulation / Condition of Approval for
lesser prairie-chicken:

0il and gas activities including 3-D geophysical
exploration, and drilling will not be allowed in lesser
prairie-chicken habitat during the period from March 1
through June 15 annually. During that period, other
activities that produce noise or involve human activity,
such as the maintenance of oil and gas facilities,
pipeline, road, and well pad construction, will be allowed
except between 3:00 am and 9:00 am. The 3:00 am to 9:00 am
restriction will not apply to normal, around-the-clock
operations, such as venting, flaring, or pumping, which do
not require a human presence during this period.
Additionally, no new drilling will be allowed within up to
200 meters of leks known at the time of permitting. Normal




vehicle use on existing roads will not be restricted.
Exhaust noise from pump jack engines must be muffled or
otherwise controlled so as not to exceed 75 db measured at
30 feet from the source of the noise.

17. Soil, Water and Hydrology Protection Measures and
Mitigation:

A containment structure or earthen dike shall be constructed
and maintained on all sides of the outside boundary of the
well pad in order to protect the nearby earthen tank to the
west. The containment structure or earthen dike is required
so that if oilfield waste contaminant or product contaminant
were leaked, spilled, and or released upon the well pad the
oilfield waste contaminant or product contaminant shall be
contained on the well pad. The containment structure or
earthen dike shall be constructed two (2) feet high (the
containment structure or earthen dike can be constructed
higher than the two (2) feet high minimum). The containment
structure or earthen dike shall be constructed and maintained
during the drilling phase, the production phase and for the
life of the well. During interim reclamation, if the surface
area of the constructed well pad is reduced then the original
constructed containment structure or earthen dike and a
portion of the constructed well pad will be excavated and
removed. During interim reclamation, the containment
structure or earthen dike will then be re-constructed on the
outside boundaries of the reduced in size constructed well
pad. Topsoil will not be used to construct the containment
structure. Any water erosion that may damage the well pad,
containment structure or earthen dike during the life of the
well will be quickly corrected and proper measures will be
taken to prevent future erosion.

18. WILDLIFE PROTECTION MEASURES - Best Management
Practices (BMPs)

Wildlife Mortality - General

The operator will notify the Bureau of Land Management (BLM)
authorized officer and nearest Fish and Wildlife Service (FWS)
Law Enforcement office within 24 hours, if the operator
discovers a dead or injured federally protected species (i.e.,
migratory bird species, bald or golden eagle, or species
listed by the FWS as threatened or endangered) in or adjacent
to a pit, trench, tank, exhaust stack, or fence. (If the
operator is unable to contact the FWS Law Enforcement office,




the operator must contact the nearest FWS Ecological Services
office.)

1. Closed top tanks are required for any containment system.
All tanks are required to have a closed top tank.

2. Chemical and Fuel Secondary Containment Systems
Chemical and Fuel Secondary Containment and Exclosure Screening
- The operator will prevent all hazardous, poisonous, flammable,
and toxic substances from coming into contact with soil and
water. At a minimum, the operator will install and maintain an
impervious secondary containment system for any tank or barrel
containing hazardous, poisonous, flammable, or toxic substances
sufficient to contain the contents of the tank or barrel and any
drips, leaks, and anticipated precipitation. The operator will
dispose of fluids within the containment system that do not meet
applicable state or U. S. Environmental Protection Agency
livestock water standards in accordance with state law; the
operator must not drain the fluids to the soil or ground.
The operator will design, construct, and maintain all secondary
containment systems to prevent wildlife and livestock exposure
to harmful substances. Closed-top tanks are required for any
secondary containment systems.

3. Open-Vent Exhaust Stacks
Open-Vent Exhaust Stack Exclosures - The operator will
construct, modify, equip, and maintain all open-vent exhaust
stacks on production equipment to prevent birds and bats from
entering, and to discourage perching, roosting, and nesting.
Production equipment includes, but may not be limited to, tanks,
heater-treaters, separators, dehydrators, flare stacks, in-line
units, and compressor mufflers.

19. HAZARDOUS AND SOLID WASTES

Waste materials produced during all phases of operation will be
disposed of promptly in an approved manner so it will not impact the
air, soil, water, vegetation or animals. “Waste” means all discarded
matter including, but not limited to, human waste, trash, garbage,
refuse, o0il drums, petroleum products, ashes and equipment. All liquid
waste, completion fluids and drilling products associated with oil and
gas operations will be contained and then removed and deposited in an
approved disposal site. Portable toilets will remain on site
throughout well pad construction, drilling and reclamation.




The operator and contractors shall ensure that all use, production,
storage, transportation and disposal of hazardous materials, solid
wastes and hazardous wastes associated with the drilling, completion
and production of this well will be in accordance with all applicable
existing or hereafter promulgated federal, state and local government
rules, regulations and guidelines. All project related activities
involving hazardous materials will be conducted in a manner to
minimize potential environmental impacts. A file will be maintained
onsite containing current Safety Data Sheets (SDS) for all chemicals,
compounds and/or substances which are used in the course of
construction, drilling, completion and production operations.




