PECOS DISTRICT
DRILLING OPERATIONS
CONDITIONS OF APPROVAL

OPERATOR’S NAME: | Devon Energy Production Company LP
LEASE NO.: | NMNM61360
WELL NAME & NO.: | 81H — Gaucho Unit
SURFACE HOLE FOOTAGE: | 270’/N & 512°/W
BOTTOM HOLE FOOTAGE | 330°/N & 380°/W, 17
LOCATION: | Section 20 T.22 S., R.34 E., NMPM
COUNTY: | Lea County, New Mexico

I. SPECIAL REQUIREMENT(S)

Commercial Well Determination: A commercial well determination will need to be
submitted after production has been established for at least six months.

Unit Wells: The well sign for a unit well shall include the unit number in addition to
the surface and bottom hole lease numbers. This also applies to participating area
numbers. If a participating area has not been established, the operator can use the
general unit designation, but will replace the unit number with the participating
area number when the sign is replaced.

Timing Limitation Stipulation / Condition of Approval for lesser prairie-chicken:
Oil and gas activities including 3-D geophysical exploration, and drilling will not be
allowed in lesser prairie-chicken habitat during the period from March 1st through June
15th 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.

I. DRILLING OPERATIONS 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
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Call the Hobbs Field Station, 414 West Taylor, Hobbs NM 88240,
(575) 393-3612

1. Although Hydrogen Sulfide has not been reported in the area, it is always a
potential hazard. Operator has stated that they will have monitoring equipment
in place prior to drilling out of the surface shoe. If Hydrogen Sulfide is
encountered, report measured amounts and formations to the BLM.

2. 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. If the drilling rig is removed without approval — an Incident of
Non-Compliance will be written and will be a “Major” violation.

3. 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 is located, this does not include the dog house or stairway area.

4. 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. '

II.CASING

Changes to the approved APD casing program need prior approval if the items :
substituted 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 (i.e. changing
from J-55 to N-80, or from 36# to 40#). Changes to the approved cement program need
prior approval if the altered cement plan has less volume or strength or if the changes are
substantial (i.e. Multistage tool, ECP, etc.).

Centralizers required on surface casing per Onshore Order 2.111.B.1.f.

Wait on cement (WOC) for Water Basin: After cementing 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
at the shoe, 2) until cement has been in place at least 8 hours. WOC time will be
recorded in the driller’s log. See individual casing strings for details regarding lead
cement slurry requirements. The casing intergrity test can be done (prior to the cement
setting up) immediately after bumping the plug. '
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No pea gravel permitted for remedial or fall back remedial without prior
authorization from the BLM engineer.

Capitan Reef

Possible water flows in the Artesia Group and Salado.

Possible lost circulation in the Red Beds, Rustler, Artesia Group, Salado, Capitan
Reef, and Delaware.

A. The 13-3/8 inch surface casing shall be set at approximately 1635 feet (in a
competent bed below the Magenta Dolomite, which is a Member of the Rustler,
and if salt is encountered, set casing at least 25 feet above the salt) and cemented
to the surface. Fresh water mud to be used to setting depth.

1. 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.

2. Wait on cement (WQOC) time for a primary cement job is to include the
lead cement slurry.

3. 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.

4. If cement falls back, remedial cementing will be done prior to drilling out that
string.

Special Capitan Reef requirements:

If any lost circulation occurs below the Base of the Salt, the operator shall do the
following:

e Switch to fresh water mud to protect the Capitan Reef and use fresh water
mud until setting the intermediate casing. The appropriate BLM office is to
~ be notified for a PET to witness the switch to fresh water.

e Daily drilling reports from the Base of the Salt to the setting of the
intermediate casing are to be submitted to the BLM CFO engineering staff
via e-mail by 0800 hours each morning. Any lost circulation encountered is
to be recorded on these drilling reports. The daily drilling report should
show mud volume per shift/tour. Failure to submit these reports will result
in an Incidence of Non-Compliance being issued for failure to comply with
the Conditions of Approval. If not already planned, the operator shall run a
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caliper survey for the mtermedlate well bore and submlt to the approprlate
BLMoffice , T I

B. The minimum requnred ﬁll of cement behlnd the 9-5/8 1nch 1ntermed1ate casmg,

Operator ‘has’ proposed a: DV tool the depth may be adjusted as long as- the cemiént’is
changed proportlonally The DV tool may be cancelled 1f cement ‘circuldtes:to
surface on the ﬁrst stage -

a. Flrst stage to DV tool _ . _

IZI Cement fo c1rculate If cement does not’ crrculate off the DV tool contact the

approprlate BLM ofﬁce before proceedmg Wlth second stage cement _|ob

b. Second stage above DV tool:

& Cement:to surface1 If cement does not crrculate see B l a; c-d above Wait on
“¢ement (WOC) time for.a prlmary cement _|ob is to include the lead
cement slurry due to Capltan Reef Excess calculates to. -27% -
Addmonal cement may be requrred ‘ :

-

_ R . PR * RS )
Centrallzers requ:red on horlzontal leg, must be type for: horlzontal ervrce and a
minimum of one every other jomt

C. The minimum requ1red ﬁll of cement behmd the 5- 1/2 mch productlon casmg 1S
X] Cement should t1e-back at least 50 feet above the Capltan Reef (Top of
" Capitan’ Reef estimated at 407.7). Operator:shall provrde method of ¢
verification. - :

4. If hardband drlll pipe is rotated inside casing, returns will be momtored for metal.- If’
metal is found:in samples drill pipe will be pulled and rubber protectors which have a
larger: diameter than the tool joints-of the drill pipe: will be 1nstalled prlor to"
continuing drilling opeérations.

1IL.PRESSURE: CONTROL . x

A. All blowout preventer (BOP) and related equipment (BOPE) shall comply w1th well
* control requ1rements as. descr1bed in-:Onshore Oil and Gas Order No 2 and API RP 53
Sec.17.. L S S e

B. Vanance approved o ‘use. ﬂex lme from BOP to choke mamfold Check condmon of
~flexible lme from BOP to.choke manifold, replace-ifiexterior is damaged or if line
fails test: . L1ne to be as straight-as possible with no hard bends and is to be anchored

- according:to Manufacturer stequirements. The flexible hose can: be exchanged wnth
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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. If the BLM inspector questions the
straightness of the hose, a BLM engineer will be contacted and will review in the
field or via picture supplied by inspector to determine if changes are required
(operator shall expect delays if this occurs).

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

1. For surface casing only: If the BOP/BOPE is to be tested against casing, the
wait on cement (WOC) time for that casing is to be met (see WOC statement
at start of casing section). Independent service company required.

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

1. 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
after cut-off or once cement reaches 500 psi compressive strength (including
lead when specified), whichever is greater. However, if the float does not
hold, cut-off cannot be initiated until cement reaches 500 psi compressive
strength (including lead when specified).

2. The tests shall be done by an independent service company utilizing a test
plug not a cup or J-packer. The operator also has the option of utilizing an
independent tester to test without a plug (i.e. against the casing) pursuant to
Onshore Order 2 with the pressure not to exceed 70% of the burst rating for
the casing. Any test against the casing must meet the WOC time for water
basin (18 hours) or potash (24 hours) or 500 pounds compressive strength,
whichever is greater, prior to initiating the test (see casing segment as lead
cement may be critical item).

3. The test shall be run on a 5000 psi chart for a 2-3M BOP/BOP, on a 10000 psi
chart for a 5SM BOP/BOPE and on a 15000 psi chart for a 10M BOP/BOPE.
If a linear chart is used; it shall be a one hour chart. A circular chart shall
have a maximum 2 hour clock. If a twelve hour or twenty-four hour chart is
used, tester shall make a notation that it is run with a two hour clock.

4. The results of the test shall be reported to the appropriate BLM office.
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5 ~ All tests are requrred to be recorded ofia cahbrated test chart A copy of the
: ,BOP/BOPE test chart and a’copy of mdependent servrce company test
wrll be submlttedto the approprlate BLM ofﬁce .

- 6. The BOP/BOPE test shall mclude a Tow pressure test from 250 to 300 psr ,
~The: test w1ll be held for a'minimum of 10 minutes if test i$- dorie'with a test

plug and 30 minutes. without a fest’ ‘plug. Thrs test shall be performed prior to

the test at full stack pressure

v. DRILL STEM TEST

If dr1ll stem tests are performed Onshore Order 2 III D shall“be followed

s e DA .‘wl.',' A B ENEY] H.‘

V. WASTEzMATERIAL’“,A'Np FLUIDS

All waste (ie. drrllmg ﬂurds trash, salts, chemicals, sewage gray water etc: ) created asa
‘result of drilling operations and completron operatrons shall be safely containéd.and:
dlsposed of properly ata waste drsposal facrlrty No waste materlal or. ﬂurd shall be

other crew-mtensrve operatrons C

ERRT I
rrolv.

: CLN 10282017
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