PECOS DISTRICT
DRILLING OPERATIONS
CONDITIONS OF APPROVAL

OPERATOR’S NAME: | OXY USA Inc
LEASE NO.: | NM66925
WELL NAME & NO.: | Mesa Verde 18 7 Federal Com — 4H
SURFACE HOLE FOOTAGE: | 280°/S & 2563°/W
BOTTOM HOLE FOOTAGE | 2461’/S & 2262/E, sec. 7
LOCATION: | Sec. 18, T.24S,R. 32 E
COUNTY: | Lea County

Potash @ None " Secretary " R-111-P
Cave/Karst Potential | & Low " Medium " High
Variance " None @ Flex Hose " Other
Wellhead ' " Conventional & Multibowl

Other (14 String Area ClCapitan Reef OwIPP

A. Hydrogen Sulfide

1. 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 10 3/4 inch surface casing shall be set at approximately 990 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 appropriatc 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)

c. Wait on cement (WOC) time for a remedial job will be a minimum of 4 hours
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after brmgmg cement ‘to surface or 500 pounds compressrve strength,
whichever is greater : o .

d. If cement falls back remedial cementmg w1ll be done prlor to dnlhng out that

. string. - S

2. The minimum required fill of cement behind ‘the 75/8 in'é ¥ lhtermediate ca‘sing"is: :

Operator has proposed a contmgency DV tool at 4682’ If operator clrculates e
7 cement on the first stage, operator is' approved to mflate the ACP and run- ‘the DV
tool cancellatlon plug and cancel the second stage of the proposed cement plan. If
cement.does: not clrculate, operator will inflate AGP and. proceed w1th the second
stage.

a. Frrst stage to DV tool Cement to crrculate If cement does not circulate off -
the DV tool contact the appropriate BLM ofﬁce before proceedrng with
' second stage cement _]Ob e :

b. Second stage above DV tool:

. Cement to surface If cement does not crrculate contact the approprrate
BLMofﬁce - e

3. The mrmmum,requrred fill of cement behind-th’e.‘t 'le mchproductron liner is:'

. Cement should t1e back at least 100 feet mto prev1ous casmg strmg
Operator. shall provrde ‘method’ of verrfrcatlon Excess calculates to 15%
- addltlonal cement will be required. ’

C,-_PRESSURE'-.GONTROL -
i
1. Vanance approved to use ﬂex hne from BOP to choke mamfold Manufacturer s
specification to be readily’ avallable No external damage.to’ flex lme F lex line to be
- mstalled as strarght as. possrble (no hard bends).

N

' v'jbe tested when mstalled on the surface casmg Mlnlmum workmg pressure of
the blowout preventer (BOP) and related equlpment (BOPE) requlred for
drilling below the surface casmg ‘shoe shall be 5000 (SM) psr "

. a. Wellhead shall be mstalled by manufacturer’ s_representatlves, submlt
documentatlon w1th subsequent sundry o .
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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.

D. SPECIAL REQUIREMENT(S)

Communitization Agreement

The operator will submit a Communitization Agreement to the Carlsbad Ficld Office,
620 E Greene St. Carlsbad, New Mexico 88220, at least 90 days before the
anticipated date of first production from a well subject to a spacing order issued by
the New Mexico Oil Conservation Division. The Communitization Agreement will
include the signatures of all working interest owners in all Federal and Indian leases
subject to the Communitization Agreement (i.e., operating rights owners and lessees
of record), or certification that the operator has obtained the written signatures of all
such owners and will make those signatures available to the BLM immediately upon
request.

If the operator does not comply with this condition of approval, the BLM may take
enforcement actions that include, but are not limited to, those specified in 43 CFR
3163.1.

In addition, the well sign shall include the surface and bottom hole lease

numbers. When the Communitization Agreement number is known, it shall also be

. on the sign.

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.

TMAK 10112017

Page 3 of 9




The BLM s to be, notiﬁed.‘in'-'advance for a representative to, witness: .. -

a. Spuddlng well (mrmmum of 24 hours) :
b. . Setting: and/or Cementmg of all casing strmgs (mrnrmum of 4 hours)
c. BOPE tests (mrmmum of 4 hours) : i

|Z Chaves and-Roosevelt Countres
"Call the Roswell Field Office, 2909 West Second St Roswell NM 88201.
During office hours call (575) 627-0272.
After ofﬁce hours call (575)

.\;"‘?- :
I SR

Yo 3

X Eddy County O AT T
Call the Carlsbad F 1eld Ofﬁce 620 East Greene St Carlsbad NM 88220

& Lea County;;.m P
"Call the Hobbs Freld Statlon 414 West Taylor Hobbs NM 88240 (575)
- 303- 3612 : : o

1. Unless the productlon casmg has been run and cemented or the well has been .
properly plugged the drrlhng rig shall not be removed from over the hole wrthout o
prror approval e : : '

a. In the event the operator has proposed to drrll multlple wells utrl1zmg a
1nstallmg and testmg the wellhead by mstallmg a: blmd ﬂange of llke pressure
rating to; the wellhead and a pressure gauge that can be momtored ‘while drilling is
performed on the other’ well(s) . :

b. When the operator proposes to set. surface casmg wrth Spudder ng

L

. Notrfy the BLM when movmg i and removmg the'Spudder R1g

e Notify1 the BLM when moving in the 2" Rig. Rig tobé moved in w1th1n 90
days of. notlﬁcatlon that Spudder Rig has left the locatlon

. ‘BOP/BOPE test to'be conducted per Onshore Oll and Gas Order No 2'as soon
as'2nd Rrg is rigged up on well. :

2. Floor controls\are requrred for 3M or Greater systems. These“controls will be on the
rig floor, unobstructed readlly accessible to the driller and will be ‘operational at all
times durmg drlllmg and/or completion activities. Rig ﬂoor is defined as the area
1mmed1ately around the rotary table; the area 1mmed1ately above the substructure on
which the draw’ works aré located, this does not include the dog house or stairway
area. \

Page 4 of 9




. 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.

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.c. Multistage tool, ECP, etc.). The initial wellhead
installed on the well will remain on the well with spools used as needed.

Wait on cement (WOC) for Potash Areas: 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 for all cement blends, 2) until cement has been in place at least 24
hours. WOC time will be recorded in the driller’s log.

" 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 § hours.
WOC time will be recorded in the driller’s log. See individual casing strings for
details regarding lead cement slurry requirements.

Provide compressive strengths including hours to reach required 500 pounds
compressive strength prior to cementing each casing string. Have well specific
cement details onsite prior to pumping the cement for each casing string.

. No pea gravel permitted for remedial or fall back remedial without prior authorization
from the BLM engineer.

. On that portion of any well approved for a SM BOPE system or greater, a pressure
integrity test of each casing shoe shall be performed. Formation at the shoe shall be
tested to a minimum of the mud weight equivalent anticipated to control the
formation pressure to the next casing depth or at total depth of the well. This test
shall be performed before drilling more than 20 feet of new hole.

If hardband drill pipe is rotated inside casing, returns will be monitored for metal. If
metal is found in samples, drill pipe will be pulled and rubber protectors which have a
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.. larger drameter than the tool joints of the drlll prpe wrll be mstalled prlor to , " o
contmumg drrlllng operatrons v 7

' 'requlrements shall be followed
B.  PRESSURE CONTROL

1. All blowout, preventer (BOP) and related equipment (BOPE) shall comply wrth well
control requrrements as descrrbed in Onshore 011 and Gas Ord ‘No. 2 and‘API RP 53
“‘Sec 17 . BREPUREER ‘ . :\ B 3'v

2. Ifa varrance i$! approved for a ﬂex1ble hose to be 1nstalle om the BOP to the choke
' mamfold the followrng requlrements apply: Chéck condmon of ﬂexrble lme from
BOP'to choke mianifold, replace if exterior is damaged or if line fails test: Lme to be
as straight as possrble with'no hard bends and is to be anchored accordrng to
~ Manufacturer’s requrrements The flexible hose can be exchanged with'a hose of
equal size and’ equal or greater pressure ratmg -Anchor: requrrements specrﬁcatron
sheet and hydrostatlc pressure test cemﬁcatlon matchmg the hose in serv1ce to be

- on theTig ﬂoor ""‘i‘

3. SMor hlgher system requrres an HCR valve, remote klll lme and annular to match.,
The remote l(lll lme is to be mstalled prior to testrng the system and tested to stack
pressure B ~

4. Ifthe operator has proposed ‘a mult1 bowl wellhead assembly in th APD The
following requlrements miist-be met: R -
e. Wellhead shall be installed by manufacturer £ representatlves submrt
) documentatlon with subsequent sundry, - -~ o
£ If the weldmg 1S’ performed by a third party, the manufacturer s
"'representatlve shall monitor the. temperature to verlfy that 1t does not
exceed-the maximum temperature of theseal’™ N e
g Manufacturer representatlve shall mstall the test plug for the 1mt1al BOP
test -l'l‘,\f . kS . PR
h. Operator shall petform the intermediate casmg 1ntegr1ty test to 70% of the
casmg burst _This wrll test the multl bowl seals o
* i, If thé cement’ does’ not crrculate and one. 1nch operatrons would have been
' possrble wrth a: standard wellliead, the well head shall be clit off
cementrng operatrons performed ahd another wellhead mstalled

5. The approprlate BLM ofﬁce shall be notified a minimurh 6f 4 hours m ‘advance fora
representatrve to wrtness the tests o
al Ina water basm for all ‘casing strings utrlrzmg slrps these are to’ be set as soon
as the crew and rig are ready and any fallback cement remedratron has been
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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 i1s 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).

In potash areas, 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. For all casing strings, casing cut-off and BOP installation can be
initiated at twelve hours after bumping the plug. However, no tests shall
commence until the cement has had a minimum of 24 hours setup time.

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 (8 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).

. 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 I0M 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.

The results of the test shall be reported to the appropriate BLM office.

All tests are required to be recorded on a calibrated test chart. A copy of the
BOP/BOPE test chart and a copy of independent service company test will be
submitted to the appropriate BLM office.

The BOP/BOPE test shall include a low pressure test from 250 to 300 psi.
The test will be held for a minimum of 10 minutes if test is done with a test
plug and 30 minutes without a test plug. This test shall be performed prior to
the test at full stack pressure. - "

. BOP/BOPE must be tested by an independent service company within 500
feet of the top of the Wolfcamp formation if the time between the setting of
the intermediate casing and reaching this depth exceeds 20 days. This test
does not exclude the test prior to drilling out the casing shoe as per Onshore
Order No. 2.
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C. DRILL‘ING MUD‘f*_ '

Mud system momtormg equrpment with derrick floor mdlcators and,vrsual and audio
alarms, shallbe: operatmg ‘before drilling into the Wolfcamp formatlon and shall be used
until production casing'is rurn and cemented o

D. WASTE MATERIAL AND FLUIDS

All waste (i.e. drrllmg ﬂurds ‘trash, salts, chemicals, sewage gray water etc.) created as a
- result of drilling: operatrons and completlon operations’ shall'be’ safely ‘contained and
‘disposed of properly ata waste dlsposal facility. No waste materlal or ﬂuld shall be
dlsposed of on the well locatlon or surrounding area. R ‘

Porto-johns and trash’ contamers will be on-location durmg fracturmg operatrons or any
other crew 1ntensrve operatlons o . SEe i
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T62% N Fronch 11, [ubhs, NM 55240 i _ State of New Mexico Submit Original
District It Energy, Mincrals and Natural Resources Department to Appropriate
B13 8. Firsl S1., Adtesia, NM ax2Iu District Oflice

Disteict I8
180D Rio Braros Road, Azoc, XM 82410

Dl D St o, 034 7505 1220 South St. Francis Dr. HQ;BBS OCD

Oil Conservation Division

Santa I'e, NM 87505

GAS CAPTURE PLAN NOV 0 g 2017

Date:_2-21-2017

A Original Operator & OGRID No.: OXY USA INC. - 16696 RECEQVE@

O Amended - Reason for Amcndfncm:

This Gas Capture Plan outlines actions to be taken by the Operator to reduce well/production facility flaring/venting for
ncw completion (new dnll, recomplete to new zone, re-frac) activity.

Note: Form C-129 must he subnutted and approved prior 1o exceeding 60 days allowed by Rule (Subsection A of 19.13.15.12 NMAC).

Well(s)/Production Facility — Name of facility
The wells) that will be located at the production facilitv are shown in the table below.

Well Name API Well Location (UULSTR) | Footages | Expected | Flared or | Comments
MCF/D | Vented

Mesa Verde 17 Federal Com | Pending | Unit O, Sce. 17, T24S, 240 FSL 700 0

#43H R32E 1644 FEL

Mesa Verde 17-8 Federal Com | Pending | Unit O, See. 17, T248, 240 FSL [ 2,300 0

#73H R32E 1614 FEL

Gathering Svstem and Pipeline Notification

Wellis) will be connected to a preduction facility atter flowback operations are complete, where a gas transporter system is
expected be in place. OXY USA INC. (*OXY™) has begun discussion with third-party pas processors and currently has four (4)
potential gas pathering pipeline options. The gas produced from the production facility will be connected to a low/high -
pressure gathering system and processed at a processing plant. The actual flow of the gas will be bused on compression
operating parameters and athening system pressures.

Flowback Strategv

After the fracture treatment/completion operations, well(s)y will be produced to temporary production tanks and gas will be
flared or vented. During flowback, the fluids and sand content will be monitored. When the produced fluids contain minimal
sand, the wells will be tumed to production facilitics.  Gas sales should start as soon as the wells stant flowing through the
production facilitics, unless there are operational issues on Gas Transporter system at that time. Based on current information, it
is QXYs belicf the system can take this gas upon completion of the well{sj.

Safety requirements during cleanout operations from the use of underbalanced air cleanout systems may necessitate that sand
and non-pipeline quality gas be vented andfor flared rather than sold on a temporary basis.

Alternatives to Reduce Flaring
Below are alternatives constdered from a coneeptuat standpoint to reduce the amount of gas flared.
e Power Generation — On lease
o Only a portion of gas is consumed operating the generator, remainder of gas will be flured
¢ Compressed Natural Gas — On lease :
o Gas flared would be minimal, but might be uncconomical to operate when gas volume declines
e NG Removal — On lease ‘
o Plants are expensive, residue gas is still flared, and uneconomical to operate when gas volume deelines
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