PECOS DISTRICT
DRILLING CONDITIONS OF APPROVAL

OPERATOR’S NAME:
LEASE NO.:

WELL NAME & NO.:
SURFACE HOLE FOOTAGE:

Chevron USA Inc
NM132070

SD EA 18 19 Fed Com P15 — 19H
455’/N & 905°/E

HoBps
Novgg,

BOTTOM HOLE FOOTAGE | 180°/S & 330’/E, sec. 19
LOCATION: | Sec. 18, T.26 S,R. 33 E ‘
COUNTY: | Lea County RECEIVIED
H2S T Yes @ No
Potash & None C Secretary C R-111-P
Cave/Karst Potential | € Low & Medium C High
Variance " None @ Flex Hose " Other
Wellhead " Conventional @& Multibowl C Both
Other I™ 4 String Area I Capitan Reef ™ WIPP

A. Hydrogen Sulfide

Hydrogen Sulfide (H2S) monitors shall be installed prior to drilling out the surface
shoe. If H2S is detected in concentrations greater than 100 ppm, the Hydrogen
Sulfide area shall meet Onshore Order 6 requirements, which includes equipment and
personnel/public protection items. If Hydrogen Sulfide is encountered, provide
measured values and formations to the BLM.

B. CASING

1. The 13-3/8 inch surface casing shall be set at approximately 870 feet (a minimum of
25 feet into the Rustler Anhydrite and above the salt) and cemented to the surface.

a. If cement does not circulate to the surface, the appropriate BLM office shall
be notified and a temperature survey utilizing an electronic type temperature
survey with surface log readout will be used or a cement bond log shall be run
to verify the top of the cement. Temperature survey will be run a minimum of
six hours after pumping cement and ideally between 8-10 hours after
completing the cement job.

b. Wait on cement (WOC) time for a primary cement job will be a minimum of 8
hours or 500 pounds compressive strength, whichever is greater. (This is to
include the lead cement)
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¢. Wait on cement (WOC) time for a remedial job will be a minimum of 4 hours
after bringing cement to surface or 500 pounds compressive strength,
whichever is greater.
d. If cement falls back, remedial cementing will be done prior to drilling out that
- string.

2. The minimum required fill of cement behind the 9-5/8 inch intermediate casing:

Operator has proposed a DV tool, the depth may be adjusted as long as the cement is

changed proportionally. The DV tool may be cancelled if cement circulates to surface on
- the first stage.

a. First stage to DV tool: Cement to circulate. If cement does not circulate off
the DV tool, contact the appropriate BLM office before proceeding with
second stage cement job. Additional cement maybe required. Excess.
cement calculates to 19%.

b. Second stage above DV tool:Cement to surface. If cement does not circulate,
contact the appropriate BLM office.

¢ In Medium Cave/Karst Areas if cement does not circulate to surface on the first
two casing strings , the cement on the 3rd casing string must come to surface.

3. The minimum required fill of cement behind the 7-5/8 inch production liner is:
c. Cement should tie-back at least 100 feet into previous casing string. Operator
shall provide method of verification. Additional cement maybe required.
Excess cement calculates to 8%.

4. The minimum required fill of cement behind the 5-1/2 x 5 inch production casing is:
d. Cement should tie-back 200 ft into the previous casing. Operator shall
provide method of verification. Additional cement maybe required. Excess
cement calculates to -24%.

C. PRESSURE CONTROL

1. Variance approved to use flex line from BOP to choke manifold. Manufacturer’s
specification to be readily available. No external damage to flex line. Flex line to be
installed as straight as possible (no hard bends).

2. Minimum working pressure of the blowout preventer (BOP) and related equipment
(BOPE) required for drilling below the surface casing shoe shall be 5000 (M) psi.

3. Minimum working pressure of the blowout preventer (BOP) and related equipment

(BOPE) required for drilling below the 9-5/8 intermediate casing shoe shall be
10,000 (10M) psi.
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GENERAL REQUIREMENTS

The BLM is to be notified in advance for a representative to witness:

a. Spudding well (minimum of 24 hours)
b. Setting and/or Cementing of all casing strings (minimum of 4 hours)
c. BOPE tests (minimum of 4 hours)

X Lea County
Call the Hobbs Field Station, 414 West Taylor, Hobbs NM 88240, (575)
393-3612

1. Unless the production casing has been run and cemented or the well has been
properly plugged, the drilling rig shall not be removed from over the hole without
prior approval.

a. In the event the operator has proposed to drill multiple wells utilizing a
skid/walking rig. Operator shall secure the wellbore on the current well, after
installing and testing the wellhead, by installing a blind flange of like pressure
rating to the wellhead and a pressure gauge that can be monitored while drilling is
performed on the other well(s).

b. When the operator proposes to set surface casing with Spudder Rig
¢ Notify the BLM when moving in and removing the Spudder Rig.

e Notify the BLM when moving in the 2™ Rig. Rig to be moved in within 90
- days of notification that Spudder Rig has left the location.
e BOP/BOPE test to be conducted per Onshore Oil and Gas Order No. 2 as soon
as 2nd Rig is rigged up on well.

2. Floor controls are required for 3M or Greater systems. These controls will be on the
rig floor, unobstructed, readily accessible to the driller and will be operational at all
times during drilling and/or completion activities. Rig floor is defined as the area
immediately around the rotary table; the area immediately above the substructure on
which the draw works are located, this does not include the dog house or stairway
area.

3. The record of the drilling rate along with the GR/N well log run from TD to surface
(horizontal well — vertical portion of hole) shall be submitted to the BLM office as
well as all other logs run on the borehole 30 days from completion. If available, a
digital copy of the logs is to be submitted in addition to the paper copies. The Rustler
top and top and bottom of Salt are to be recorded on the Completion Report.
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. CASING

1. Changes to the: approved APD casmg program need prror approval if- the items -
' substltuted are of lesser grade or different casing size or are Non-API. The Operator
" can ‘exchange the components of the proposal with that of superior strength (le.
changmg from J-55'to N80, or. from 36# to 40#): Changcs to.the approved cement -
~ program need prior approval if the altered cement plan has less volume or strength.or
if the changes are substantial (1 e. Multistage: tool, ECP, etc:): ‘The' initial wellhead
installed ori‘the well w1ll remain on the well. wrth spools used as needed
. Wa1t on cement (WOC) for Potash Areas: After cementmg but before commencing
any tests, the- casing’ string shall stand cemented under pressure until:both of the
following conditions have: been met: 1) cement reaches a minimum compressive -
strength of 500 psi for all cement blends, 2) until cemerit has been in‘place at least 24
hours. 'WOC time will be recorded in the driller’s log. The ¢asing intergrity test can
be done (prior to: the cement settmg up) 1mmed1ately after bumprng the: plug

. Waiton cement (WOC) for Water Basin: After cementmg but before commencmg
any tests; the: casing. string’ ‘shall'starid' cemented under pressure until both of the
following conditions have beenmet: ‘1) cement teachés a minimum-compressive
strength of 500 -psi at the: shoe 2):until cement has been in place at least 8 hours:
WOC: time will be fecorded in the driller’s log.- See individual casing strings for
details regarding lead cement slurry requirements. : - The casing intergrity test can be
done (pr1or to the cement settrng up) 1mmed1ately after bumpmg the plug

. Provide: compressrve strengths including hours.to reach requlred 500 pounds
compressive strength prior to: cementmg each casing strmg Have well _specific

_cement details.onsite: prlor to pumping’ the cement for each casmg strmg

. No pea gravel permrtted for remedral or fall back remedral wrthout prror authorrzat1on

,from the BLM engmeer _ e ; : / U «
R i»r : ) » i S

. On that portlon of any ‘well- approved for aSM BOPE system or greater,

pressure. mtegrlty test of each casing’ ‘shoe shall be performed. Formatlon at the

shoe shall be: tested to a mmlmum ‘of the mud welght equrvalent antlclpated to

well. Thrs test shall be performed before dnllmg more than 20 feet of new hole.

._('.J.

If hardband drrll p1pe s rotated 1nsrde casing, returns wrll be momtored for metal If
metal is fourid'in samples, -drill -pipe will be pulled and. rubber protectors whrch have a
- -larger diameter.than the tool Jomts of the drill pipe wrll be mstalled prror to
continuing drrllmg operatrons _ S

Whenever a casing strmg is cemented in the R-11 l-P potash area ‘the NMOCD
requirements shall be followed.
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B. PRESSURE CONTROL

1. All blowout preventer (BOP) and related equipment (BOPE) shall comply with well
control requirements as described in Onshore Oil and Gas Order No. 2 and API RP 53
Sec. 17.

2. Ifavariance is approved for a flexible hose to be installed from the BOP to the choke
manifold, the following requirements apply: The flex line must meet the requirements
of API 16C. Check condition of flexible line from BOP to choke manifold, replace if
exterior is damaged or if line fails test. Line to be as straight as possible with no hard
bends and is to be anchored according to Manufacturer’s requirements. The flexible
hose can be exchanged with a hose of equal size and equal or greater pressure rating.
Anchor requirements, specification sheet and hydrostatic pressure test certification
matching the hose in service, to be onsite for review. These documents shall be
posted in the company man’s trailer and on the rig floor.

3. 5M or higher system requires an HCR valve, remote kill line and annular to match.
The remote kill line is to be installed prior to testing the system and tested to stack
pressure.

4. If the operator has proposed a multi-bowl wellhead assembly in the APD. The
following requirements must be met:

a. Wellhead shall be installed by manufacturer’s representatives, submit
documentation with subsequent sundry.

b. If the welding is performed by a third party, the manufacturer’s
representative shall monitor the temperature to verify that it does not
exceed the maximum temperature of the seal.

c. Manufacturer representative shall install the test plug for the initial BOP
test.

d. If the cement does not circulate and one inch operations would have been
possible with a standard wellhead, the well head shall be cut off,
cementing operations performed and another wellhead installed.

e. Whenever any seal subject to test pressure is broken, all the tests in
00GO2.111.A.2.1 must be followed.

5. The appropriate BLM office shall be notified a minimum of 4 hours in advance for a
representative to witness the tests.

a. In a water basin, for all casing strings utilizing slips, these are to be set as soon
as the crew and rig are ready and any fallback cement remediation has been
done. The casing cut-off and BOP installation can be initiated four hours after
installing the slips, which will be approximately six hours after bumping the
plug. For those casing strings not using slips, the minimum wait time before
cut-off is eight hours after bumping the plug. BOP/BOPE testing can begin
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. after cut-off or once cement reaches 500 psi compressrve strength (mcludmg
lead when’ specrﬁed) whichever is greater. However, if the ﬂoat does-not"

“hold, cut-off cannot be initiated tntil cement reaches 500 p51 compressrve
strength (1nclud1ng lead when spec1ﬁed)

: b‘,;.'ln‘potash areas for all casing strmgs utlllzmg SllpS these are to: be set-as soon
as the crew and ri g are réady and any fallback cement: remedlatlon has been
done. For all casmg strings, casing cut-off and BOP 1nstallatron can be
initiated at- ‘twelve hours after bumpmg the plug However no tests shall

\ commence until the ‘¢ement has had a minimum-of 24, hours setup time, except
- the casrng pressure itest can-be initiated 1mmed1ately after bumpmg the plug
' (only appl1es to: smgle stage cement _]ObS) S > T '

c. The tests. shall be done by an 1ndependent serv1ce company utlllzmg a test
; plug The results of the test shall be reported fo the approprlate BLM office.
d. The test shall be run-on a 5000 psi chart for a 2 3M BOP/BOP .oh a: 10000 psi
chart for a SM BOP/BOPE andona 15000 psi chart fora 10M’ BOP/BOPE.
- If alinear. chart 1S used it shall be‘a oné four: chart: A circular chart shall’
- havea maxrmum 2'hour clock. If a twelve-hour of twenty *four hour chart is
used, tester: shall make a notation that 1t is run w1th atwo hour clock..-

e. - All tests.are- requlred to be recorded on a: cahbrated test chart ‘A:-copy of the
BOP/BOPE test chart and a copy of 1ndependent serv1ce company test will be
submrtted to the appropnate BLM office.. -

RIS

‘r

f. The: BOP/BOPE test shall 1nclude a low pressure test from 250 to 300 psi.
‘The test'will be héld: for.a minimum of 10: mrnutes ThlS test shall be
perfonned pnor to the test at full stack pressure AU

g. BOP/BOPE must be tested by an mdependent serv1ce company wrthm 500
feet of the.top of the, Wolfcamp formation.if the time between the setting of
the intermediate casmg -and reaching this depth exceeds 20 days This test .
does not: exclude the test prror to drilling out the: casmg shoe as per Onshore

Order:No: 2.

C. DRILLING MUD :

Mud system momtormg equ1pment wrth demck floor. md1cators and v1sual and audlo
alarms, shall be operatmg before drrllmg into the Wolfcamp formatron and shall be used
until productron casmg i$ run: and 'cemented - ST
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D. WASTE MATERIAL AND FLUIDS

result of drilling operations and completion operations shall be safely contained and
disposed of properly at a waste disposal facility. No waste material or fluid shall be
disposed of on the well location or surrounding area. :

Porto-johns and trash containers will be on-location during fracturing operations or any
other crew-intensive operations.

Waste Minimization Plan (WMP)

In the interest of resource development, submission of additional well gas capture
development plan information is deferred but may be required by the BLM Authorized
Officer at a later date.

ZS 102917
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