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UNITED STATES

FORM APPROVED
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Expires: January 31,2018

DEPARTMENT OF THE INTERIOR Q(_;\
BUREAU OF LAND MANAGEMENT

5. Lease Serial No.
NMNMO015321

APPLICATION FOR PERMIT TO DRILL OR REEI&

6. If Indian, Allotee or Tribe Name

FAN

DRILL []reENTER

'1 a. Type of work:

7. If Unit or CA Agree{m, Name and No.

1b. Type of Well:

[ oil well [/] Gas well ] Other

lc. Type of Completion: D Hydraulic Fracturing Single Zone E] Multiple Zone

8. Lease Name and Well No.
RED HILLS F m

S (Gac)
AN ) .
2. Name of Operator K'Y Aly«@l N&. / J
KAISER FRANCIS OIL COMPANY Gz 3'5/) Fep2 X /}Z'L
3a. Address N 4 3b. Phone No. (include area code)

6733 S. Yale Ave. Tulsa OK 74121 (918)491-0000

~V

30 é‘Field}Q Pool, or-Exploratory é[ 1 9
/w ~025 G-09~§>53>236A / UPPER WOLF

4. Location of Well (Report location clearly and in accordance with any State requirements.*)
Atsurface LOT 3/2165 FSL /364 FWL/LAT 32.0857478 / LONG -103.6187417

I l\Seg?'E\g M, of BIk. and Survey or Area
[SEC 31.T25S,/R33E / NMP

At proposed prod. zone LOT 4 /330 FSL / 350 FWL / LAT 32.0662002 / LONG -103.6187136

%w

N>
AN

14. Distance in miles and direction from nearest town or post office*
30 miles

13. State

15. Distance from proposed*
location to nearest
property or lease line, ft.
(Also to nearest drig. unit line, if any)

330 feet

16. No of acres in Ie(

12. County or Parish
LEA
~]

7. Spaging, Unit dedicated to this well

838.8

7|

18. Distance from proposed location*
to nearest well, drilling, completed,

applied for, on this lease, ft. * 40 feet

19. Proposed Depth, Q/
1252;%!.! 19 )}et\_/
VAV

,20/BLM/BIA Bond No. in file
"FED: WYB000055

21. Elevations (Show whether DF, KDB, RT, GL, etc.)
- 3407 feet

&

22.(A proximate date werk will start®
07/1\5/ 0\19 35

23. Estimated duration
40 days

/\ o N
@RS

The following, completed in accordance with the rec}u' emerits of &1

(as applicable)

1. Well plat certified by a registered surveyor.
2. A Drilling Plan.
3. A Surface Use Plan (if the location is on.Natfonal Forest{xﬂrl

m
SUPO must be filed with the appropria{e% st\Service O @

Item 20 above).

Lands, the | 5. Operator certification.

%‘md Gas Order No. 1, and the Hydraulic Fracturing rule per 43 CFR 3162.3-3

4. Bond to cover the operations unless covered by an existing bond on file (see

6. Such other site specific information and/or plans as may be requested by the

BLM.

25. Signature Name (Printed/Typed) Date
(Electronic Submission) m Melanie Wilson / Ph: (918)491-4339 05/13/2019
Title

Regulatory Anal_yst\ ( K \ j

Approved by’ @'gnanaé) \\_// Name (Printed/Typed) Date
(Electr?r{ic/Submission) R Cody Layton / Ph: (575)234-5959 10/04/2019
Title & \ Office

Assistant\Field Manager Lar\ds J8- Minerals CARLSBAD

applicant to.col
Conditions o

duct operatiop: eon.
o

Applicaﬁm:val does not {?yhnt or certify that the applicant holds legal or equitable title to those rights in the subject lease which would entitle the
ther

5 'Fﬁy, ¢ attached.

_—
Title 18 U.S.C. Section 1001 and Title 43 U.S.C. Section 1212, make it a crime for any person knowingly and willfully to make to any department or agency
of the United States any false, fictitious or fraudulent statements or representations as to any matter within its jurisdiction.

e /ﬁ//ﬁ/y
&/ rofolss

(Continued on page 2)

*(Instructions on page 2)




INSTRUCTIONS

GENERAL: This form is designed for submitting proposals to perform certain well operations, as indicated on Federal and
Indian lands and leases for action by appropriate Federal agencies, pursuant to applicable Federal laws and regulations. Any
necessary special instructions concerning the use of this form and the number of copies to be submitted, particularly with
regard to local, area, or regional procedures and practices, either are shown below or will be issued by, or may be obtained

from local Federal offices x

ITEM I: If the proposal is to redrill to the same reservoir at a different subsurface location or to a new reserv. lr,\ se this form
with appropriate notations. Consult applicable Federal regulations concerning subsequent work proposals.or repon%the
well.

ITEM 4: Locations on Federal or Indian land should be described in accordance with Fede 1 requnre@ on ult'tpcal
Federal offices for specific instructions.

ITEM 14: Needed only when location of well cannot readily be found by road from @la or e{s descnp_tl,o A plat, or
plats, separate or on the reverse side, showing the roads to, and the surveyed location of, the wen, other required
information, should be furnished when required by Federal agency offices. :

ITEMS 15 AND 18: If well is to be, or has been directionany drilled, give distan(—\sn
present or objective productive zone.

surfa ation of hole in any

ITEM 22: Consult applicable Federal regulations, or appropriate officials, conc
operations are started.

approval of the proposal before

providing information about the protection of usable wafgr. rators\siiould provide the best available information about all
formations containing water and their depths. This inform coul include dafa/and interpretation of resistivity logs run on
nearby wells. Information may also be obtained from state tnBa regulatory agencies and from local BLM offices.

ITEM 24: If the proposal will involve hydraulic fracturin, épemtlo s{ yo st ¢omply with 43 CFR 3162.3-3, including

OTICE

The Privacy Act of 1974 and regulation 1@ % d) pravide tifat you be furnished the following information in
connection with information required by t \ap |cat|b

AUTHORITY: 30 U.S.C. 181 et seq., 25 WX 96; 43 160

PRINCIPAL PURPOSES: The informatio will be\Q\sed to: (1) process and evaluate your application for a permit to drill
a new oil, gas, or service wen or to r r'}lugged\a,@[‘/abandoned well; and (2) document, for administrative use,
information for the management, digpdsal and.use.of National Resource Lands and resources including (a) analyzing your
proposal to discover and extract the Federal or Indjal resources encountered; (b) reviewing procedures and equipment
and the projected impact on the land\invalved; and {c) evaluating the effects of the proposed operation on the surface and
subsurface water and other nvrronmenﬂx \pacts.

ROUTINE USE: lnform jon f from.the rec rd/and/or the record win be transferred to appropriate Federal, State, and

local or foreign agencie relev to civil, criminal or regulatory investigations or prosecution, in connection with

congressionaLinquiries for rﬁ;l;;; responsibilities.

EFFEC /({ PRO TION: Filing of this application and disclosure of the information is mandatory

only if you elect to mmate reentry operation on an oil and gas lease.

The Paperwork Reductm()ct of 1995 requires us to inform you that:

The Bkl;a\conects this ln;]o ation to anow evaluation of the technical, safety, and environmental factors involved with

drilling for -dil and/or ga! on Federal and Indian oil and gas leases. This information will be used to analyze and approve

apphcatlons\Qp%ns{ this request is mandatory only if the operator elects to initiate drilling or reentry operations on an
ease

oil and gas | e’ BLM would like you to know that you do not have to respond to this or any other Federal agency-
sponsored information collection unless it displays a currently valid OMB control number.

BURDEN HOURS STATEMENT: Public reporting burden for this form is estimated to average 8 hours per response,
including the time for reviewing instructions, gathering and maintaining data, and completing and reviewing the form. Direct
comments regarding the burden estimate or any other aspect of this form to U.S. Department of the Interior, Bureau of Land
Management (1004-0137), Bureau Information Conection Clearance Officer (WO-630), 1849 C Street, N.W,, Mail Stop 401
LS, Washington, D.C. 20240.

(Form 3160-3, page 2)
(Continued on page 3)

Approval Date: 10/04/2019




Additional Operator Remarks
Location of Well

BLM Point of Contact
Name: Deborah Ham
Title: Legal Landlaw Examiner
Phone: 5752345965
Email: dham@blm.gov

(Form 3160-3, page 3)
Approval Date: 10/04/2019




Review and Appeal Rights

A person contesting a decision shall request a State Director review. This request must be filed within 20 working'days of receipt of the

Notice with the appropriate State Director (see 43 CFR 3165.3). The State Director review decision may be appealed t
Board of Land Appeals, 801 North Quincy Street, Suite 300, Arlington, VA 22203 (see 43 CFR 3165.4). the above it
Bureau of Land Management office for further information.

(Form 3160-3, page 4)

Approval Date: 10/04/2019




Engineer Worksheet

Carlsbad Field Office
620 E. Greene St.
Carlsbad, NM 88220-6292

Tracking ATS-19-2003 County: Lea
Number: ’
Company: Kaiser Francis Oil Company Well Name and Number:  RED HILLS FEDERAL-501H
iﬂﬁ?gf"'e 21658.& 364'/W. SEC031 T025S, RO33E Bottom Hole Location:  3307$.& 350YW. SEC006 T026S, RO33E
Lease Number: NMNMI5321 Prod Status: Effective:
Bond: Nationwide Bond #: WYBO000055 Potash: No
NOS Received: NO ' APD Received: 5-13-2019 ég;?.ay LTR

. . COM Agr
Acreage: Orthodox: Yes Required-

Deficiencies Noted:

E Form 3160-3 Survey Plat E Drilling Plan Surface Plan Bonding E Original Signature El Operator Cert Statement

Other Deficiencies: E‘j

Adjudication

Comments:
GEOReport 755 9019
Completed
Technical Checklist
Plat: Okay Elevation: 3407
Proposed Depth: TVD: 12531 MD: 19852 fargeted - wotfcamp
é:sticlis[t):t.ed Water-Oil, FW to 220'; Oil and Gas in Lamar, Delaware, Avalon, Bone Spring, Wolfcamp
Casing/Cement Program: Okay / Okay
Bottom Hole . .
Mud Weight 12.5 BHP: 8145.15 MASP: 538833
Horizontal @ Directional C—%} Vertical E Re-entry
E’T"g)cm""‘ Prog(BOP. oM with 10M annular Mud Program: Ok
Test-Log-Cores Program: Okay
H2S or Other Hazards: H2S expected in Wolfcamp gas stream; Possible water flows in Castile, Salado; Possible lost circulation in Rustler, Red Beds, Delaware
Water Basin: Carlsbad
\CNaist:lnegsZ:to Surface E Intermediate E Production E CIT Required
E Other Witness
Comments: Witness surface casing
Dylan
Y 9-30-2019
Rossmango
Engineer Date Siganture Adjudication Date Adjudicator Initials

Approval Date: 10/04/2019




Generated: 10/26/2017

. . SiE61 Tabifas PGS

5 1/2 20.001b (0.361) P110 HP USS-EAGLE SFH™

PIPE CONNECTION
IMECHANICAPRORERTIES]
Minimum Yield Strength 125,000 psi
Maximum Yield Strength 140,000 psi
Minimum Tensile Strength 130,000 psi
DIMENSIONS!
Outside Diameter 5.500 5.830 in.
Wall Thickness 0.361 in.
Inside Diameter 4.778 4.693 in.
Drift - API 4,653 4.653 in.
Nominal Linear Weight, T&C 20.00 Ibs/ft
Plain End Weight 19.83
Cross Sectional Area | Critical Area 5.828 5.027 sq. in.
Joint Efficiency 86.25 %
Minimum Collapse Pressure 13,150 13,150 psi
External Pressure Leak Resistance 10,000 psi
Minimum Internal Yield Pressure 14,360 14,360 . psi
Minimum Pipe Body Yield Strength 729,000 Ibs
Joint Strength 629,000 Ibs
Compression Rating ) 629,000 Ibs
Reference Length 21,146 ft
Maximum Uniaxial Bend Rating 89.9 deg/100 ft
Minimum Make-Up Torque 14,200 ft-lbs
Maximum Make-Up Torque 16,800 ft-lbs
Maximum Operating Torque 25,700 ft-lbs
Make-Up Loss 5.92 in.
Notes:

1) Other than proprietary collapse and connection values, performance properties have been calculated using standard
equations defined by APt SC3 and do not incorporate any additional design or safety factors. Calculations assume nominal
pipe OD, nominal wall thickness, and Specified Minimum Yield Strength {SMYS).

2) Compressive & Tensile Connection Efficiencies are calculated by dividing the connection critical area by the pipe body area.

3) Uniaxial bending rating shown is structural only, and equal to compression efficiency.

4) Torques have been calculated assuming a thread compound friction factor of 1.0 and are recommended only. Field make-up
torques may require adjustment based on actual field conditions (e.g. make-up speed, temperature, thread compound, etc.).

5) Reference length is calculated by joint strength divided by plain end weight with 1.5 safety factor.

6) Connection external pressure resistance has been verified to 10,000 psi (Fit-For-Service testing protocol).

Legal Notice: All material contained in this publication is for general information only. This material should not therefore be used or refied upon for any
specific application without independent competent professional examination and verification of accuracy, suitability, and ap plicability. Anyone making
use of this material does so at their own risk and assumes any and all liability resufting from such use. U. S. Steel disclaims any and all expressed or
implied warmranties of fitness for any general or particular application.

Manuel USS Product Data Sheet 2017 rev26 (Sept)

U. S. Steel Tubular Products  1-877-893-9461
10343 Sam Houston Park Dr., #120  connections@uss.com
Houston, TX 77064  www.usstubular.com



PECOS DISTRICT
SURFACE USE
CONDITIONS OF APPROVAL

OPERATOR’S NAME:
WELL NAME & NO.:
SURFACE HOLE FOOTAGE:
BOTTOM HOLE FOOTAGE
LOCATION:

COUNTY:

KAISER FRANCIS OIL COMPANY
RED HILLS FEDERAL 501H
2165°/S & 364’/W

330°/S & 350°/W

Section 31, T.25 S., R.33 E., NMP
Lea County, New Mexico

TABLE OF CONTENTS
Standard Conditions of Approval (COA) apply to this APD. If any deviations to these
standards exist or special COAs are required, the section with the deviation or
requirement will be checked below.

[ ] General Provisions
[[] Permit Expiration

[C] Archaeology, Paleontology, and Historical Sites

[ ] Noxious Weeds

X] Special Requirements
Hydrology
Cave/Karst

[] Construction
Notification
Topsoil
Closed Loop System

Federal Mineral Material Pits

Well Pads
Roads
[[] Road Section Diagram
[] Production (Post Drilling)
Well Structures & Facilities
[[] Interim Reclamation

[] Final Abandonment & Reclamation

Page 1 of 13
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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.

Page 2 of 13
Approval Date: 10/04/2019




V. SPECIAL REQUIREMENT(S)

Hydrology
The entire well pad(s) will be bermed to prevent oil, salt, and other chemical

contaminants from leaving the well pad. The compacted berm shall be constructed at a
minimum of 12 inches with impermeable mineral material (e.g. caliche). Topsoil shall
not be used to construct the berm. No water flow from the uphill side(s) of the pad shall
be allowed to enter the well pad. The integrity of the berm shall be maintained around
the surfaced pad throughout the life of the well and around the downsized pad after
interim reclamation has been completed. Any water erosion that may occur due to the
construction of the well pad during the life of the well will be quickly corrected and
proper measures will be taken to prevent future erosion. Stockpiling of topsoil is
required. The top soil shall be stockpiled in an appropriate location to prevent loss of soil
due to water or wind erosion and not used for berming or erosion control. If fluid collects
within the bermed area, the fluid must be vacuumed into a safe container and disposed of
properly at a state approved facility.

Tank battery locations will be lined and bermed. A 20 mil permanent liner will be
installed with a 4 oz. felt backing to prevent tears or punctures. Tank battery berms must
be large enough to contain 1 % times the content of the largest tank or 24 hour
production, whichever is greater. Automatic shut off, check valves, or similar systems
will be installed for tanks to minimize the effects of catastrophic line failures used in
production or drilling.

Cave Karst
Construction Mitigation

In order to mitigate the impacts from construction activities on cave and karst resources,
the following Conditions of Approval will apply to this APD or project:

General Construction:

e No blasting

e The BLM, Carlsbad Field Office, will be informed immediately if any subsurface
drainage channels, cave passages, or voids are penetrated during construction, and
no additional construction shall occur until clearance has been issued by the
Authorized Officer.

e All linear surface disturbance activities will avoid sinkholes and other karst
features to lessen the possibility of encountering near surface voids during
construction, minimize changes to runoff, and prevent untimely leaks and spills
from entering the karst drainage system.

e All spills or leaks will be reported to the BLM immediately for their immediate
and proper treatment.

Page 3 of 13
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- Pad Construction:

The pad will be constructed and leveled by adding the necessary fill and caliche —
no blasting.

The entire perimeter of the well pad will be bermed to prevent oil, salt, and other
chemical contaminants from leaving the well pad.

The compacted berm shall be constructed at a minimum of 12 inches high with
impermeable mineral material (e.g., caliche).

No water flow from the uphill side(s) of the pad shall be allowed to enter the well
pad.

The topsoil stockpile shall be located outside the bermed well pad.

Topsoil, either from the well pad or surrounding area, shall not be used to
construct the berm.

No storm drains, tubing or openings shall be placed in the berm.

If fluid collects within the bermed area, the fluid must be vacuumed into a safe
container and disposed of properly at a state approved facility.

The integrity of the berm shall be maintained around the surfaced pad throughout
the life of the well and around the downsized pad after interim reclamation has
been completed.

Any access road entering the well pad shall be constructed so that the integrity of
the berm height surrounding the well pad is not compromised (i.e. an access road
crossing the berm cannot be lower than the berm height).

Following a rain event, all fluids will vacuumed off of the pad and hauled off-site
and disposed at a proper disposal facility.

Road Construction:

Tumout ditches and drainage leadoffs will not be constructed in such a manner as
to alter the natural flow of water into or out of cave or karst features.

Special restoration stipulations or realignment may be required if subsurface
features are discovered during construction.

Buried Pipeline/Cable Construction:

Rerouting of the buried line(s) may be required if a , subsurface void is
encountered during construction to minimize the potential subsidence/collapse of
the feature(s) as well as the possibility of leaks/spills entering the karst drainage
system.

Powerline Construction:

Smaller powerlines will be routed around sinkholes and other karst features to
avoid or lessen the possibility of encountering near surface voids and to minimize
changes to runoff or possible leaks and spills from entering karst systems.

Larger powerlines will adjust their pole spacing to avoid cave and karst features.
Special restoration stipulations or realignment may be required if subsurface voids
are encountered.

Page 4 of 13
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Surface Flowlines Installation:
¢ Flowlines will be routed around sinkholes and other karst features to minimize the
possibility of leaks/spills from entering the karst drainage system.

Drilling Mitigation

Federal regulations and standard Conditions of Approval applied to all APDs require that
adequate measures are taken to prevent contamination to the environment. Due to the
extreme sensitivity of the cave and karst resources in this project area, the following
additional Conditions of Approval will be added to this APD.

To prevent cave and karst resource contamination the following will be required:

e Closed loop system using steel tanks - all fluids and cuttings will be hauled off-
site and disposed of properly at an authorized site

¢ Rotary drilling with fresh water where cave or karst features are expected to

prevent contamination of freshwater aquifers.
e Directional drilling is only allowed at depths greater than 100 feet below the cave

occurrence zone to prevent additional impacts resulting from directional drilling.
¢ Lost circulation zones will be logged and reported in the drilling report so BLM can

.assess the situation and work with the operator on corrective actions.
¢ Additional drilling, casing, and cementing procedures to protect cave zones and fresh

water aquifers. See drilling COAs.

Production Mitigation
In order to mitigate the impacts from production activities and due to the nature of karst
terrane, the following Conditions of Approval will apply to this APD:

e Tank battery locations and facilities will be bermed and lined with a 20 mil thick
permanent liner that has a 4 oz. felt backing, or equivalent, to prevent tears or
punctures. Tank battery berms must be large enough to contain 1 % times the
content of the largest tank.

e Development and implementation of a leak detection system to provide an early
alert to operators when a leak has occurred.

e Automatic shut off, check values, or similar systems will be installed for pipelines
and tanks to minimize the effects of catastrophic line failures used in production
or drilling.

Residual and Cumulative Mitigation

The operator will perform annual pressure monitoring on all casing annuli and reported in
a sundry notice. If the test results indicated a casing failure has occurred, remedial action
will be taken to correct the problem to the BLM’s approval.

Plugging and Abandonment Mitigation

Upon well abandonment in high cave karst areas additional plugging conditions of
approval may be required. The BLM will assess the situation and work with the operator
to ensure proper plugging of the wellbore.

Page 5 of 13
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VI. CONSTRUCTION

A. NOTIFICATION

The BLM shall administer compliance and monitor construction of the access road and
well pad. Notify the Carlsbad Field Office at (575) 234-5909 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 strip the top portion of the soil (root zone) from the entire well pad
area and stockpile the topsoil along the edge of the well pad as depicted in the APD. The
root zone is typically six (6) inches in depth. All the stockpiled topsoil will be
redistributed over the interim reclamation areas. Topsoil shall not be used for berming
the pad or facilities. For final reclamation, the topsoil shall be spread over the entire pad
area for seeding preparation.

Other subsoil (below six inches) stockpiles must be completely segregated from the
topsoil stockpile. Large rocks or subsoil clods (not evident in the surrounding terrain)
must be buried within the approved area for interim and final reclamation.

C. CLOSED LOOP SYSTEM

Tanks are required for drilling operations: No Pits.

The operator shall properly dispose of drilling contents at an authorized disposal site. -

D. FEDERAL MINERAL MATERIALS PIT

Payment shall be made to the BLM prior to removal of any federal mineral materials.
Call the Carlsbad Field Office at (575) 234-5972.

E. WELL PAD SURFACING

Surfacing of the well pad is not required.

If the operator elects to surface the well pad, the surfacing material may be required to be
removed at the time of reclamation. The well pad shall be constructed in a manner which
creates the smallest possible surface disturbance, consistent with safety and operational

needs.

F. EXCLOSURE FENCING (CELLARS & PITS)

'Page 60of 13
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Exclosure Fencing

The operator will install and maintain exclosure fencing for all open well cellars to
prevent access to public, livestock, and large forms of wildlife before and after drilling
operations until the pit is free of fluids and the operator initiates backfilling. (For
examples of exclosure fencing design, refer to BLM’s Oil and Gas Gold Book, Exclosure
Fence Illustrations, Figure 1, Page 18.)

G. ON LEASE ACCESS ROADS

Road Width

The access road shall have a driving surface that creates the smallest possible surface
disturbance and does not exceed fourteen (14) feet in width. The maximum width of
surface disturbance, when constructing the access road, shall not exceed twenty-five (25)
feet.

Surfacing

Surfacing material is not required on the new access road driving surface. If the operator
elects to surface the new access road or pad, the surfacing material may be required to be
removed at the time of reclamation.

Where possible, no improvements should be made on the unsurfaced access road other
than to remove vegetation as necessary, road irregularities, safety issues, or to fill low
areas that may sustain standing water.

The Authorized Officer reserves the right to require surfacing of any portion of the access
road at any time deemed necessary. Surfacing may be required in the event the road
deteriorates, erodes, road traffic increases, or it is determined to be beneficial for future
field development. The surfacing depth and type of material will be determined at the
time of notification.

Crowning

Crowning shall be done on the access road driving surface. The road crown shall have a
grade of approximately 2% (i.c., a 1" crown on a 14' wide road). The road shall conform
to Figure 1; cross section and plans for typical road construction.

Ditching
Ditching shall be required on both sides of the road.

Turnouts

Vehicle turnouts shall be constructed on the road. Turnouts shall be intervisible with
interval spacing distance less than 1000 feet. Turnouts shall conform to Figure 1; cross
section and plans for typical road construction.

Drainage

Page70f13
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Drainage control systems shall be constructed on the entire length of road (e.g. ditches,
sidehill outsloping and insloping, lead-off ditches, culvert installation, and low water
crossings). \

A typical lead-off ditch has a minimum depth of 1 foot below and a berm of 6 inches
above natural ground level. The berm shall be on the down-slope side of the lead-off
ditch.

Cross Section of a Typical Lead-off Ditch

1’ Minimum Depth

Natural Ground Level

on
Down Slope
Side

All lead-off ditches shall be graded to drain water with a 1 percent minimum to 3 percent
maximum ditch slope. The spacing interval are variable for lead-off ditches and shall be

" determined according to the formula for spacing intervals of lead-off ditches, but may be
amended depending upon existing soil types and centerline road slope (in %);

Formula for Spacing Interval of Lead-off Ditches

Example - On a 4% road slope that is 400 feet long, the water flow shall drain water
into a lead-off ditch. Spacing interval shall be determined by the following formula:

400 foot road with 4% road slope: _400' + 100' = 200' lead-off ditch interval
4%

Cattle guards

An appropriately sized cattle guard sufficient to carry out the project shall be installed
and maintained at fence/road crossings. Any existing cattle guards on the access road
route 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
guards that are in place and are utilized during lease operations.

Fence Requirement

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

Public Access
Public access on this road shall not be restricted by the operator without specific written
approval granted by the Authorized Officer.

Page 8 of 13
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Construction Steps 1.Salvagetopsoll = 3.Redistribute topsoil

2.Construct road 4. Revegetate slopes
_—— - cantes e of OACWAY —— = —— — - ———
shoutiar—~ o wmount 10
transition| 2§ 10t 25" | transition
full omout widih Intervisible tmauts shal] be constructsd on

a1l single lano roads on ali biind éorves with
-a0ditional tunouts as need: to keep spacing:
below 1000 fect

Typical Turnout Plan

Lével Ground Section

travel surface
{itape2 - 42) » (slope 2 £3)
Typical Outsloped Section Typical Instope Section

Figure 1. Cross-sections and plans for typical road sections representative of BLM resource or FS local and higher-class roads.
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VII. PRODUCTION (POST DRILLING)
A. WELL STRUCTURES & FACILITIES

Placement of Production Facilities
Production facilities should be placed on the well pad to allow for maximum interim
recontouring and revegetation of the well location.

Exclosure Netting (Open-top Tanks)

Immediately following active drilling or completion operations, the operator will take
actions necessary to prevent wildlife and livestock access, including avian wildlife, to all
open-topped tanks that contain or have the potential to contain salinity sufficient to cause
harm to wildlife or livestock, hydrocarbons, or Resource Conservation and Recovery Act
of 1976-exempt hazardous substances. At a minimum, the operator will net, screen, or
cover open-topped tanks to exclude wildlife and livestock and prevent mortality. If the
operator uses netting, the operator will cover and secure the open portion of the tank to
prevent wildlife entry. The operator will net, screen, or cover the tanks until the operator
removes the tanks from the location or the tanks no longer contain substances that could
be harmful to wildlife or livestock. Use a maximum netting mesh size of 1 % inches.
The netting must not be in contact with fluids and must not have holes or gaps.

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. At a minimum, the operator will install
effective wildlife and livestock exclosure systems such as fencing, netting, expanded

metal mesh, lids, and grate covers. Use a maximum netting mesh size of 1 % inches.

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. (Recommended exclosure structures on open-vent
exhaust stacks are in the shape of a cone.) Production equipment includes, but may not
be limited to, tanks, heater-treaters, separators, dehydrators, flare stacks, in-line units, and
compressor mufflers. -

Containment Structures

Page 10 of 13
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Proposed production facilities such as storage tanks and other vessels will have a
secondary containment structure that is constructed to hold the capacity of 1.5 times the
largest tank, plus freeboard to account for precipitation, unless more stringent protective
requirements are deemed necessary.

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, Shale Green from the
BLM Standard Environmental Color Chart (CC-001: June 2008).

VIII. INTERIM RECLAMATION

During the life of the development, all disturbed areas not needed for active support of
production operations should undergo interim reclamation in order to minimize the
environmental impacts of development on other resources and uses.

Within six (6) months of well completion, operators should work with BLM surface
management specialists (Jim Amos: 575-234-5909) to devise the best strategies to reduce
the size of the location. Interim reclamation should allow for remedial well operations, as
well as safe and efficient removal of oil and gas.

During reclamation, the removal of caliche is important to increasing the success of
revegetating the site. Removed caliche that is free of contaminants may be used for road
repairs, fire walls or for building other roads and locations. 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 revegetated areas for
production or workover operations will be allowed. If there is significant disturbance and
loss of vegetation, the area will need to be revegetated. Communicate with the
appropriate BLM office for any exceptions/exemptions if needed.

All disturbed areas after they have been satisfactorily prepared need to be reseeded with
the seed mixture provided below.

Upon completion of interim reclamation, the operator shall submit a Sundry Notices and
Reports on Wells, Subsequent Report of Reclamation (Form 3160-5).

IX. FINAL ABANDONMENT & RECLAMATION

At final abandonment, well locations, production facilities, and access roads must
undergo "final" reclamation so that the character and productivity of the land are restored.

Earthwork for final reclamation must be completed within six (6) months of well
plugging. All pads, pits, facility locations and roads must be reclaimed to a satisfactory
revegetated, safe, and stable condition, unless an agreement is made with the landowner
or BLM to keep the road and/or pad intact.
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After all disturbed areas have been satisfactorily prepared, these areas need to be
revegetated with the seed mixture provided below. Seeding should be accomplished by
drilling on the contour whenever practical or by other approved methods. Seeding may
need to be repeated until revegetation is successful, as determined by the BLM.

Operators shall contact a BLM surface protection specialist prior to surface abandonment
operations for site specific objectives (Jim Amos: 575-234-5909).
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Seed Mixture 2, for Sandy 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 by the authorized officer.

Seed will be planted using a drill equipped with a 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 (smaller/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 1b/acre
Sand dropseed (Sporobolus cryptandrus) 1.0
Sand love grass (Eragrostis trichodes) 1.0
Plains bristlegrass (Setaria macrostachya) 2.0

*Pounds of pure live seed:

Pounds of seed x percent purity x percent germination = pounds pure live seed
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WAFMSS: - APD Print Report

‘U.S..Department of theInterior. 10/04/2019
BUREAU OF LAND MANAGEMENT - -
APD ID: 10400041669 Submission Date: 05/13/2019

Operator Name: KAISER FRANCIS OIL COMPANY Federal/indian APD: FED

Well Name: RED HILLS FEDERAL Well Number: 501H

Well Typé: CONVENTIONAL GAS WELL Well Work Type: Drill

- Applicefion

Section 1 - General _
APD ID: 10400041669 Tie to previous NOS? ) '~ Submission Date: 05/13/2019

BLM Office: CARLSBAD User: Melanie Wilson - Title: Regulatory Analyst
Federal/indian APD: FED Is the first lease penetrated for production Federal or Indian? FED
Lease number: NMNMO015321 Lease Acres: 838.8 . |

Surface access agreement in place? Allotted? Reservation:

Agreement in place? NO Federal or Indian agreement:

Agreement number:

Agreement name:

Keep application confidential? YES

Permitting Agent? NO APD Operator: KAISER FRANCIS OIL COMPANY

Operator letter of designation:

Operator Info
Operator Organization Name: KAISER FRANCIS OIL COMPANY
Operator Address: 6733 S. Yale Ave.

Zip: 74121
Operator PO Box: PO Box 21468
Operator City: Tulsa State: OK
Operator Phone: (918)491-0000
Operator Internet Address:
Section 2 - Well Information
Well in Master Development Plan? NO Master Development Plan name:

Well in Master SUPO? NO Master SUPO name:

Approval Date: 10/04/2019 Page 1 of 23




Operator Name: KAISER FRANCIS OIL COMPANY

Well Name: RED HILLS FEDERAL Well Number: 501H

Well in Master Drilling Plan? NO Master Drilling Plan name:

Well Name: RED HILLS FEDERAL Well Number: 501H Well APl Number:

Field/Pool or Exploratory? Field and Pool Field Name: WC-025 G-09 Pool Name: UPPER
$253236A WOLFCAMP

Is the proposed well in an area containing other mineral resources? NATURAL GAS,OIL

Is the proposed well in a Helium production area? N Use Existing Well Pad? YES  New surface disturbance? N

Type of Well Pad: MULTIPLE WELL Multiple Well Pad Name: RED Number: 1
HILLS
Well Class: HORIZONTAL Number of Legs: 1

Well Work Type: Drill
Well Type: CONVENTIONAL GAS WELL
Describe Well Type:
Well sub-Type: INFILL
Describe sub-type:
Distance to town: 30 Miles Distance to nearest well: 40 FT ~ Distance to lease line: 330 FT
Reservoir well spacing assigned acres Measurement: 478.8 Acres
Well plat: ‘ Red_Hills_501H_C102_201 905131 41258 pdf
Red_Hills_501H_Pymt_Rec_20190513184647.pdf
Well work start Date: 07/15/2019 Duration: 40 DAYS

!

Section 3 - Well Location Table

Survey Type: RECTANGULAR

Describe Survey Type: _
Datum: NAD27 Vertical Datum: NAVD88
Survey number: ~ Reference Datum:
6 [
© [
5 g S €
= 8 ° 8 3 8 c | & 3 S
[=3 = c > @ © > 4 i
S 12| |2 |a |8 |28 S| 8 | E|e| 2l 8|3 a
; g = © o |8 0
2 12 |8 |8 |2 |88 ]2 s | s |8|lal2|8 & |&[8|¢
SHL 1216 [FSL [364 |FWL(25S |33E |31 (Lot 32.08574 |- LEA |NEW [NEW [F [NMNM (340 |0 0
Leg |5 3 78 103.6187 MEXI |MEXI 015321 |7
# 417 Co |CO
KOP |260 [FSL [347 |FWL|25S |33E |31 |[Lot 32.08681 |- LEA |NEW [NEW [F [NMNM |- 863 |861
Leg {0 3 8 103.6183 MEXI {MEXI 015321 {520 |4 3
#1 19 CO |CO 6
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s N
Operator Name: KAISER FRANCIS OIL COMPANY
Well Name: RED HILLS FEDERAL Well Number: 501H
\_ /)
'8 [ -
— = g g
S 2 =
= 8 e 8 S S o 3 c
s |2 |8 |B o |5 |3 3 2 z 515 2 | ¢
ez 2|z 81213128 | 2 | 2 |5|&8|%|3 8|53 g
& - 1] [+)] (@]
212 2 lalé |8 |8 |z 5 S |S|las |28 & |&|3|¢F
PPP (260 |FSL {350 [FWL|25S {33E |31 |Lot 32.08694 |- LEA |NEW |[NEW [F [NMNM |- 121 1120
Leg (O 3 34 103.6187 MEXI |MEXI 015321 |866 |00 |76
1 913 co |co 9
EXIT {330 [FSL (350 [FWL|26S |33E |6 Lot 32.06620(- LEA [NEW |[NEW [F [NMNM |- 198 |125
Leg 4 02 103.6187 MEXI |MEXI 015321 1911 |44 |22
1 : 136 co |co 5
BHL |330 |FSL |350 |FWL|26S |33E |6 Lot 32.06620(- LEA INEW |NEW [F [NMNM |- 198 (125
Leg 4 02 103.6187 MEX! [MEXI 015321 911 |44 |22
# 136 co |co 5

Drilling Plan

Section 1 - Geologic Formations

Fﬁorm:ation . R _ Tr_u"e‘ Vertical| Measured _ , Producing
- 1D Formation Name Elevation | - Depth Depth |  Lithologies Mineral Resources | Formation

1 — 3407 0 0 NONE N

2 RUSTLER 2548 860 860 NONE N

3 SALADO 2208 1200 1200 NONE N

4 TOP SALT 1408 2000 2000 NONE N

5 . BASE OF SALT -1042 4450 4450 NONE N

6 LAMAR -1162 4570 4750 NATURAL GAS,0IL N

7 - BELL CANYON -1462 4870 4870 NATURAL GAS,OIL N

8 CHERRY CANYON -2452 5860 5860 NATURAL GAS,OIL N

9 BRUSHY CANYON 5192 8600 8600 NATURAL GAS,OIL N

10 AVALON SAND -5602 9010 9010 NATURAL GAS,OIL N

1 BONE SPRING 1ST 6543 9950 9950 NATURAL GAS,0IL N

12 BONE SPRING 2ND 7103 - 10510 10510 NATURAL GAS,0IL N
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-
Operator Name: KAISER FRANCIS OIL COMPANY

Well Name: RED HILLS FEDERAL Well Number: 501H

N )

Formation True Vertical| Measured Producing
D Formation Name Elevation Depth Depth Lithologies Mineral Resources | Formation
13 BONE SPRING 3RD -8278 11685 11685 NATURAL GAS,OIL N
14 WOLFCAMP -8663 12070 12070 NATURAL GAS,OIL Y

Section 2 - Blowout Prevention

Pressure Rating (PSl): 10M Rating Depth: 18000

Equipment: A 10M system will be installed according to Onshore Order #2 consisting of an Annular Preventer, BOP with two
rams and a blind ram. BOP will be equipped with 2 side outlets (choke side shall be a minimum 3” line, and kill side will be a
minimum 2" line). Kill line will be installed with (2) safety valves and a check valve (2" min) of proper pressure rating for the
system. Remote kill line (2' min) will be installed and ran to the outer edge of the substructure and be unobstructed. A manual
and hydraulic valve (3" min) will be installed on the choke line, 3 chokes will be used with one being remotely controlled.
Appropriate wrenches/handles will be kept on rig floor. Fill up line will be installed above the uppermost preventer. Pressure
gauge of proper pressure rating will be installed on choke manifold. Upper and lower kelly cocks will be utilized with handles
readily available in plain sight. A float sub will be available at all times. All connections subject to well pressure will be
flanged, welded, or clamped.

Requesting Variance? YES

Variance request: Flex Hose Variance

Testing Procedure: BOP/BOPE will be tested by an independent service company to 250 psi low and 10000 psi high. The
System may be upgraded to a higher pressure but still tested to the working pressure stated. If the system is upgraded all the
components installed will be functional and tested. Pipe rams will be operationally checked each 24 hour period. The Annular
shall be functionally operated at least weekly. Blind rams will be operationally checked on each trip out of the hole. These
checks will be noted on the daily tour sheets.

Choke Diagram Attachment:

Red_Hills_501H_Choke_Manifold_10k_20190819135236.pdf
BOP Diagram Atiachment: -

Red_Hills_501H__Flex_Hose_20190513143727.pdf

Red_Hills_501H__BOP_10M_Annular_20190513183458.pdf

Section 3 - Casing
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Operator Name: KAISER FRANCIS OIL COMPANY

Well Name: RED HILLS FEDERAL

Well Number: 501H

o o] e <7|>
g = o [P |x|= |2 Q g
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o|® IO |0 |®|F[F @ |[F |@a |[F |a |[Sd8|0 |23 olal|8 [|S|d |c
1 |SURFACE (14.7 (10.75 |[NEW |API [N |0 910 [0 910 910 |J-55 [40.5 [ST&C 3.7 |7.3 |DRY [11.4|DRY |17
5
2 {INTERMED |9.87 |7.625 |[NEW |API [N 0 11872|0 11872 11872 |HCP{29.7 LT&C 1.3 (1.7 IDRY [2.6 |DRY |2
IATE 5 -110
3 |[PRODUCTI 16.7515.5 NEW |API N 0 1984410 12522 19844 |P- |20 |OTHER- 14 1.6 |[DRY |27 [DRY |2.
ON 110 EAGLE SF

Casing Attachments

Casing ID: 1

Inspection Document:

Spec Document:

Tapered String Spec:

String Type:SURFACE

Casing Design Assumptions and Worksheet(s):

Red_Hills_501H__Casing_Assumptions_20190513155329.pdf

Casing ID: 2

Inspection Document:
Spec Document:

Tapered StrinQ Spec:-

String Type:INTERMEDIATE

Casing Design Assumptions and Worksheet(s):

Red_HilIé_501 H__Casing_Assumptions_20190513155344.pdf

Approval Date: 10/04/2019
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Operator Name: KAISER FRANCIS OIL COMPANY
Well Name: RED HILLS FEDERAL Well Number: 501H

Casing Attachments

Casing ID: 3 String Type:PRODUCTION

Inspection Document:

Spec Document:

Tapered String Spec:

Casing Design Assumptions and Worksheet(s):

Red_Hills_501H__Casing_Assumptions_20190513165408.pdf

Section 4 - Cement -

—_ o
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SURFACE Lead 0 910 | 570 | 1.4 | 148 |761.2| 50 |HALCEM Bentonite
INTERMEDIATE |Lead 0 (1187|846 | 28 | 12 {2347.| 15 |[NeoCem Extender
2 7
INTERMEDIATE Tail | 0 11187| 480 | 1.3 | 15.6 [585.6| 15 |Halcem Accelerator
2
PRODUCTION Lead 1000|1984 1 450 | 194 | 125 | 869 | 15 |[ECONOCEM Halad
0 4
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-
Operator Name: KAISER FRANCIS OIL COMPANY

Well Name: RED HILLS FEDERAL Well Number: 501H
k .

Section 5 - Circulating Medium

Mud System Type: Closed
Will an air or gas system be Used? NO

Description of the equipment for the circulating system in accordance with Onshore Order #2:

Diagram of the equipment for the circulating system in accordance with Onshore Order #2:

Describe what will be on location to control well or mitigate other conditions: Sufficient mud materials to maintain mud
properties and meet minimum lost circulation and weight increase requirements will be kept on location at all times

Describe the mud monitoring system utilized: PVT/Pason/Visual Monitoring

Circulating Medium Table

€ 8

— = = S ]

=X S 3 3 —_ - G

g 2| 2| 32|t S| § 138

o o a £ = = o 2 - < e

o £ > =) 2 o 5 e > <] )

S| 8 o 2| 2| %8| 3 8| £ | 5 5

8| 8 3 c | 3| 8| s || 8| 5 | =& 3

e | @ s s [l a}ldlals n i@ 2
910 | 1187 OTHER : 88 | 9.2

2 | DIESEL-BRINE
EMULSION

1187|1252 OTHER:OIL 10 [ 125
2 2 BASED MUD

0 | 910 OTHER : 8.4 9
FRESH WATER

Section 6 - Test, Logging, Coring

List of production tests including testing procedures, equipment and safety measures:
TOC determined by calculation

List of open and cased hole logs run in the well:
DS,GR,MUDLOG

Coring operation description for the well:
None planned
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-
Operator Name: KAISER FRANCIS OIL COMPANY

Well Name: RED HILLS FEDERAL Well Number: 501H
\

Section 7 - Pressure

Anticipated Bottom Hole Pressure: 8140 Anticipated Surface Pressure: 5385.16
Anticipated Bottom Hole Temperature(F): 199

Anticipated abnormal pressures, temperatures, or potential geologic hazards? NO

Describe:

Contingency Plans geoharzards description:

Contingency Plans geohazards attachment:

Hydrogen Sulfide drilling operations plan required? YES
Hydrogen sulfide drilling operations plan:
Red_Hills_501H__H2S_Plan_20190513171438.pdf

Section 8 - Other Information

Proposed horizontal/directional/multi-lateral plan submission:
Red_Hills_501H___Directional_Plan_20190513172754.pdf
Red_Hills_501H__Directional_Plan_Diagram_20190513172755.pdf

Other proposed operations facets description:

Gas Capture Plan attached

Other proposed operations facets attachment:
Red_Hills_501H__Gas_Capture_Plan_20190513172119.pdf

Other Variance attachment:

' Red_Hills_501H__Flex_Hose_20190513172503.pdf

SUPO
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-
Operator Name: KAISER FRANCIS OIL COMPANY

Well Name: RED HILLS FEDERAL
\

Well Number: 501H

Section 1 - Existing Roads

Will existing roads be used? YES

Existing Road Map:
Red_Hills_501H__Existing_Roads_20190513173136.pdf
Existing Road Purpose: ACCESS,FLUID TRANSPORT

ROW ID(s)

ID:

Do the existing roads need to be improved? NO

Exisﬁng Road Improvement Description:

Existing Road Improvement Attachment:

Row(s) Exist? NO

Section 2 - New or Reconstructed Access Roads

Will new roads be needed? NO

Section 3 - Location of Existing Wells

Existing Wells Map? YES
Attach Well map:

Red_Hills_501H__1_Mile_Data_20190513174147.pdf
Red_Hills_501H__1_Mile_Map_20190513174148.pdf

Approval Date: 10/04/2019
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s
Operator Name: KAISER FRANCIS OIL COMPANY

Well Name: RED HILLS FEDERAL Well Number: 501H
\

Section 4 - Location of Existing and/or Proposed Production Facilities

Submit or defer a Proposed Production Facilities plan? DEFER

Estimated Production Facilities description: Production facilities are planned for the south side of pad. Plan for initial
wells: 2-1000 bbl water tanks and 8-1000 bbl oil tanks, a temporary 6X20 horizontal 3-phase sep, a 48" X 10’ 3-phase sep, a
8 X 20’ heater treater and a 48°X 10’ 2-phase sep

Section 5 - Location and Types of Water Supply

Water Source Table
Water source type: OTHER

Describe type: BRINE WATER

Water source use type: INTERMEDIATE/PRODUCTION
CASING

Source latitude: ~_Source longitude:
Source datum: '

Water source permit type: PRIVATE CONTRACT

Water source transport method: » TRUCKING

Source land ownership: PRIVATE-

Source transportation land ownership: OTHER Describe transportation land ownership:
Water source vblume (barrels): 20000 Source volume (acre-feet): 2.577862

Source volume (gal): 840000

Water source type: OTHER
Describe type: FRESH WATER

Water source use type: SURFACE CASING

STIMULATION

OTHER Describe use type: ROAD & PAD CONSTRUCTION &
Source latitude: Source longitude:

Source datum:

Water source permit type: PRIVATE CONTRACT
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Operator Name: KAISER FRANCIS OIL COMPANY

Well Name: RED HILLS FEDERAL

Well Number: 501H

Water source transport method:

Source land ownership: PRIVATE

Source transportation land ownership: OTHER

Water source volume (barrels): 250000

Source volume (gal): 10500000

TRUCKING

Source volume (acre-feet): 32.223274

‘Water source and transportation map:

Red_Hills_501H__Water_Source_Map_20190513174600.pdf

Water source comments: Water source transportation land ownership is a mixture of Federal, State and County.

New water well? NO

New Water Well Info

Well latitude: Well Longitude:

Well target aquifer:
Est. depth to top of aquifer(ft):
Aquifer comments:
Aquifer documentation:
Well depth (ft):
Well casing outside diameter (in.):
New water well casing?
Drilling method:
Grout material:
Casing length (ft.):
Well Production type:
Water well additional information:
State appropriation permit:

Addiﬁonal information attachment:

Est thickness of aquifer:

Well casing type:

Well casing inside diameter (in.):

‘Used casing source:

Orill material:

Grout depth:

Casing top depth (ft.):
Completion Method:

Section 6 - Construction Materials

Using any construction materials: NO

Construction Materials description: On site caliche will be used for construction if sufficient. In the event insufficient .
quantities of caliche are available onsite, caliche will be trucked in from BLM's caliche pit in NWNW Section 23-T25S-R33E or

NWNW Section 1-T25S-R33E

Approval Date: 10/04/2019

Describe transportation land ownership:

‘Well datum:
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Operator Name: KAISER FRANCIS OIL COMPANY
Well Name: RED HILLS FEDERAL Well Number: 501H

Construction Materials source location attachment:

Section 7 - Methods for Handling Waste

Waste type: DRILLING

Waste content description: Drilling fluids and cuttings

Amount of waste: 3900 barrels

Waste disposal frequency : One Time Only

Safe containment description: All drilling fluids will be stored safely and disposed of propérly
Safe containmant attachment: ‘

Waste disposal type: HAUL TO COMMERCIAL  Disposal location ownership: COMMERCIAL
FACILITY : '
Disposal type description:

Disposal location description: Cuttings will be hauled to R360's facility on US 62/180 at Halfway, NM

Waste type: SEWAGE

Waste content description: Human waste and grey water

Amount of waste: 1000 gallons

Waste disposal frequency : One Time Only ‘

Safe containment description: Waste material will be stored éafely and disposed of properly
Safe containmant attachment:

Waste disposal type: HAUL TO COMMERCIAL Disposal location ownership: COMMERCIAL
FACILITY o ‘:
Disposal type description:

Disposal location description: Trucked to an approved disposal facility.

Waste type: GARBAGE

Waste content description: Miscellaneous trash
Amount of waste: 500 pounds

Waste disposal frequency : One Time Only

Safe containment description: Trash produced during drilling and completion operations will be collected in a trash
container and disposed of properly
Safe containmant attachment:

Waste disposal type: HAUL TO COMMERCIAL Disposal location ownership: COMMERCIAL
FACILITY
Disposal type description:

Disposal location description: Trucked to an approved disposal facility
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Operator Name: KAISER FRANCIS OIL COMPANY
Well Name: RED HILLS FEDERAL Well Number: 501H

Reserve Pit

Reserve Pit being used? NO

Temporary disposal of produced water into reserve pit?

Reserve pit length (ft.) Reserve pit width (ft.)

Reserve pit depth (ft.) Reserve pit volume (cu. yd.)
Is at least 50% of the reserve pit in cut?

Reserve pit liner

Reserve pit liner specifications and installation description

Cuttings Area

Cuttings Area being used? NO

Are you storing cuttings on location? YES

Description of cuttings location Cuttings will be stored in roll off bins and hauled to R360 on US 62/180 near Halfway.
Cuttings area length (ft.) Cuttings area width (ft.)

Cuttings area depth (ft.) Cuttings area volume (cu. yd.)

Is at least 50% of the cuttings area in cut?

WCuttings area liner

Cuttings area liner specifications and installation description

Section 8 - Ancillary Facilities

Are you requesting any Ancillary Facilities?: NO

Ancillary Facilities attachment:

Comments:

Section 9 - Well Site Layout

Well Site Layout Diagram:

Red_Hills_501H__Drilling_Layout_20190513175203.pdf
Red_Hills_501H_Well_Site_Layout_20190819133741.pdf
Red_Hills_501H_Well_Site_Layout_Certified_20190910090713.pdf
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Operator Name: KAISER FRANCIS OIL. COMPANY
Well Name: RED HILLS FEDERAL Well Number: 501H

Red_Hills_501H_Access_Road_Certified_20190910091218.pdf
Comments: NO NEW DISTURBANCE IS NEEDED. CERTIFIED ACCESS ROAD PLAT IS ATTACHED FOR REFERENCE.

Section 10 - Plans for Surface Reclamation

Type of disturbance: No New Surface Disturbance Multiple Well Pad Name: RED HILLS
Muitiple Well Pad Number: 1 .

Recontouring attachment:

Red_Hills_501H___IR_Plat_20190910090824.pdf

Drainage/Erosion control construction: During construction proper erosion control methods will be used to control erosion,
runoff and siltation of the surrounding area.

_ Drainage/Erosion control reclamation: Proper erosion control methods will be used on the area to control erosion, runoff
and siltation of the surrounding area

Well pad proposed disturbance Well pad interim reclamation (acres): Well pad long term disturbance
(acres): 4.64 Road interi I ti . (acres):

Road proposed disturbance (acres): oad interim reclamation (acres): Road long term disturbance (acres):
0.64 Powerline interim reclamation (acres): . .

Powerline proposed disturbance 0 ra‘;“:;;!": long term disturbance
(acres): 0 Pipeline interim reclamation (acres): i ciine ona term disturbance
Pipeline proposed disturbance P 9

(acres): 0 Other interim reclamation (acres): (acres):

Other proposed disturbance (acres): 0 Total interim reclamation: Other long term disturbance (acres):

Total proposed disturbance: 5.28 Total long term disturbance:

Disturbance Comments:

Reconstruction method: The areas planned for interim reclamation will then be recontoured to the original contour if
feasible, or if not feasible, to an interim contour that blends with the surrounding topography as much as possible. Where
applicable, the fill material of the well pad will be backfilled into the cut to bring the area back to the original contour. The
interim cut and fill slopes prior to re-seeding will not be steeper than a 3:1 ratio, uniess the adjacent native topography is
steeper. Note: Constructed slopes may be much steeper during drilling, but will be recontoured to the above ratios during
interim reclamation.

Topsoil redistribution: Topsoil will be evenly respread and aggressively revegetated over the entire dlsturbed area not
needed for all-weather operations

Soil treatment: To seed the area, the proper BLM seed mixture, free of noxious weeds, will be used. Final seedbed
preparation will consist of contour cultivating to a depth of 4 to 6 inches within 24 hours prior to seeding, dozer tracking, or
other imprinting in order to break the soil crust and create seed germination micro-sites.

Existing Vegetation at the well pad: The historic climax plant community is a grassland dominated by black grama,
dropseeds, and blue stems with sand sage and shinnery oak distributed evenly throughout. Current landscape displays
mesquite, shinnery oak, yucca, desert sage, fourwing saltbush, snakeweed, and bunch grasses

Existing Vegetation at the well pad attachment:

Existing Vegetation Community at the road: Refer to "Existing Vegetation at the well pad'
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Operator Name: KAISER FRANCIS OIL COMPANY
Well Name: RED HILLS FEDERAL Well Number: 501H

Existing Vegetation Community at the road attachment:
Existing Vegetation Community at the pipeline: N/A
Existing Vegetation Community at the pipeline attachment:

Existing Vegetatior! Community at other disturbances: N/A

Existing Vegetation Community at other disturbances attachment:

Non native seed used? NO

Non native seed description:

Seedling transplant description:

Will seedlings be transplanted for this project? NO

Seedling transplant description attachment:

Will seed be harvested for use in site reclamation? NO
Seed harvest description:

Seed harvest description attachment:

Seed Management

Seed Table
Seed type: Seed source:
Seed name: |
Source name: o ‘ Source address:

Source phone:
Seed cultivar:
Seed use location:

PLS pounds per acre: ' Proposed seeding season:

Seed Summary Total pounds/Acre:

Seed Type Pounds/Acre

Seed reclamation attachment:

Operator Contact/Responsible Official Contact info
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Operator Name: KAISER FRANCIS OIL COMPANY

Well Name: RED HILLS FEDERAL Well Number: 501H
First Name: Last Name:
Phone: Email:

Seedbed prep:

Seed BMP:

Seed method:

Existing invasive species? NO

Existing invasive species treatment description:

Existing invasive species treatment attachment:

Weed treatment plan description: No invasive species present. Standard regular maintenanCe to maintain a clear
location and road.
Weed treatment plan attachment:

Monitoring plan description: Identify areas supporting weeds prior to construction; prevent the introduction and spread of
weeds from construction equipment during construction; and contain weed seeds and propagules by preventing
segregated topsoil from being spread to adjacent areas. No invasive species present. Standard regular maintenance to
maintain a clear location and road.

Monitoring plan attachment:

Success standards: To maintain all disturbed areas as per Gold Book standards
Pit closure description: N/A

Pit closure attachment:

Section 11 - Surface Ownership

Disturbance type: WELL PAD

Describe:

Surface Owner: BUREAU OF LAND MANAGEMENT
Other surface owner description: '

BIA Local Office:

BOR Local Office:

COE Local Office:

DOD Local Office:

NPS Local Office:

State Local Office:

Military Local Office:
USFWS Local Office:
Other Local Office:
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Operator Name: KAISER FRANCIS OIL COMPANY
Well Name: RED HILLS FEDERAL

Well Number: 501H

USFS Region:
USFS Forest/Grassland:

Disturbance type: NEW ACCESS ROAD
Describe:

Surface Owner: BUREAU OF LAND MANAGEMENT
Other surface owner description:

BIA Local Office:

BOR Local Office:

COE Local Office:

DOD Local Office:

NPS Local Office:

State Local Office:

'Military Local Office:

USFWS Local Office:

Other Local Office:

USFS Region:

USFS Forest/Grassland:

Section 12 - Other Information

Right of Way needed? NO
ROW Type(s):

ROW Applications

SUPO Additional Information: Existing well pad
Use a previously conducted onsite? YES

USFS Ranger District:

USFS Ranger District:

Use APD as ROW?

Approval Date: 10/04/2019
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Operator Name: KAISER FRANCIS OIL COMPANY
Well Name: RED HILLS FEDERAL Well Number: 501H

Previous Onsite information: Onsite conducted 04/19/18 by William DeGrush (BLM), Matt Warner (Kaiser-Francis), Frank
Jaramillo (Madron Surveying) and Jeff (APAC archaeologist)

Other SUPO Attachment

Red_Hills_501H__Well_Pad_Layout_20190513180031.pdf
Red_Hills_501H__SUP_20190513180909.pdf

PWD

Section 1 - General

Would you like to address long-term produced water disposal? NO

Section 2 - Lined Pits

Would you like to utilize Lined Pit PWD options? NO

Produced Water Disposal (PWD) deafion: -

PWD surface owner: PWD disturbance (acres):
Lined pit PWD on or off channel:

Lined pit PWD discharﬁe volume (bbl/day):

Lined pit specifications: .

Pit liner desdription:

Pit liner manufacturers information:

Precipitated solids disposal: -

Decribe precipitated solids disposal:

Precipitated solids disposal permit:

Lined pit precipitated solids disposal schedule:

Lined pit precipitated solids disposal schedule attachment:
Lined pit reclamation description:

Lined pit reclamation attachment:
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Operator Name: KAISER FRANCIS OIL COMPANY
Well Name: RED HILLS FEDERAL Well Number: 501H

Leak detection system description:

Leak detection system attachment:

Lined pit Monitor description:

Lined pit Monitor attachment:

Lined pit: do you have a reclamation bond for the pit?
Is the reclamation bond a rider under the BLM bond?
Lined pit bond number:

Lined pit bond amount:

Additional bond information attachment:

Section 3 - Unlined Pits
Would you like to utilize Unlined Pit PWD options? NO

Produced Water Disposal (PWD) Location:

PWD disturbance (acres): PWD surface owner: -
Unlined pit PWD on or off channel:

Unlined pit PWD discharge volume (bbl/day):

Unlined pit specifications: |

Precipitated solids disposal:

Decribe precipitated solids disposal:l :

Precipitated solids disposal permit:

Unlined pit precipitated solids disposai séhedule:

Unlined pit precipitated solids disposal schedule attachment:
Unlined pit reclamation description:

Unlined pit reclamation attachment:

Unlined pit Monitor description:

Unlined pit Monitor attachment:

bo you propose to put the produced water to beneficial use?
Beneficial use user confirmation:

Estimated depth of the shallowest aquifer (feet):

Does the produced water have an annual average Total Dissolved Solids (TDS) concentration equal to or less than
that of the existing water to be protected?

TDS lab results:
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Operator Name: KAISER FRANCIS OIL COMPANY
Well Name: RED HILLS FEDERAL Well Number: 501H

Geologic and hydrologic evidence:

State authorization:

Unlined Produced Water Pit Estimated percolation:
Unlined pit: do you have a reclamation bond for the pit?
Is the reclamation bond a rider under the BLM bond?
Unlined pit bond number:

Unlined pit bond amount:

Additional bond information attachment:

Section 4 - Injection

Would you like to utilize Injection PWD options? NO

Produced Water Disposal {(PWD) Location:

PWD surface owner: PWD disturbance (écreé):
Injection PWD discharge volume (bbl/day): ‘

Injection well mineral owner:

Injection well type:

injection well number: | Injection well name:
Assigned injection well APl number? ‘ Injection well APl number:
Injection well new surface disturbance (acres):

Minerals protection information:

Mineral protection attachment:

Underground Injection Control (UIC) Permit?

UIC Permit attachment:

Section 5 - Surface Discharge

Would you like to utilize Surfacé Discharge PWD options? NO

Produced Water Disposal (PWD) Location:

PWD surface owner: - PWD disturbance (acres):
Surface discharge PWD discharge volume (bbl/day):

Surface Discharge NPDES Permit?

Surface Discharge NPDES Permit attachment:

Surface Discharge site facilities information:
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Operator Name: KAISER FRANCIS OIL COMPANY
Well Name: RED HILLS FEDERAL Well Number: 501H

Surface discharge site facilities map:

Section 6 - Other

Would you like to utilize Other PWD options? NO

Produced Water Disposal (PWD) Location:
PWD surface owner: PWD disturbance (acres):
Other PWD discharge volume (bbl/day):

Other PWD type description:

Other PWD type attachment:

Have other regulatory requirements been met?

Other regulatory requirements attachment:

Bond Info

Bond Information

Federal/indian APD: FED

BLM Bond number: WYB000055

BIA Bond number:

Do you have a reclamation bond? NO

Is the reclamation bond a rider under the BLM bond?
Is the reclamation bond BLM or Forest Service?
BLM reclamation bond number: o :
[Forest Service reclamation bond number:
Forest Service reclamation bond attachment:
Reclamation bond number: ‘

Reclamation bond amount:

Reclamation bond rider amount:

Additional reclamation bond information attachment:

Operator Certification
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Operator Name: KAISER FRANCIS OIL COMPANY
Well Name: RED HILLS FEDERAL Well Number: 501H

Operator Certification

I hereby certify that I, or someone under my direct supervision, have inspected the drill site and access route
proposed herein; that | am familiar with the conditions which currently exist; that | have full knowledge of state and
Federal laws applicable to this operation; that the statements made in this APD package are, to the best of my
knowledge, true and correct; and that the work associated with the operations proposed herein will be performed in
conformity with this APD package and the terms and conditions under which it is approved. | also certify that I, or the
company | represent, am responsible for the operations conducted under this application. These statements are
subject to the provisions of 18 U.S.C. 1001 for the filing of false statements.

NAME: Melanie Wilson Signed on: 05/13/2019
Title: Regulatory Analyst o

Street Address: 6733 S Yale Ave

City: Tulsa State: OK Zip: 74121

Phone: (918)491-4339 -

Email address: erich@kfoc.net

Field Representative

Representative Name: Todd Passmore

Street Address: 6 Desta Drive - Ste 3100

City: Midland State: TX Zip: 79705
Phone: (432)894-0165 ' - ' '

Email address: tpassmore@mar-win.com

Payment Info

Payment

APD Fee Payment Method: PAY.GOV
pay.gov Tracking ID: 26HEGVOU
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PECOS DISTRICT
SURFACE USE
CONDITIONS OF APPROVAL

OPERATOR’S NAME: | KAISER FRANCIS OIL COMPANY
WELL NAME & NO.: | RED HILLS FEDERAL 501H
SURFACE HOLE FOOTAGE: | 2165’/S & 364’/W
BOTTOM HOLE FOOTAGE | 330°/S & 350°/W
LOCATION: | Section 31, T.25 S., R.33 E., NMP
COUNTY: | Lea County, New Mexico

TABLE OF CONTENTS
Standard Conditions of Approval (COA) apply to this APD. If any deviations to these
standards exist or special COAs are required, the section with the deviation or
requirement will be checked below.

] General Provisions
[] Permit Expiration
] Archaeology, Paleontology, and Historical Sites
[] Noxious Weeds
X Special Requirements
Hydrology
Cave/Karst
[] Construction
Notification
Topsoil
Closed Loop System
Federal Mineral Material Pits
Well Pads
Roads
[_] Road Section Diagram
] Production (Post Drilling)
Well Structures & Facilities
[] Interim Reclamation
[] Final Abandonment & Reclamation
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IL

III.

IV.

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.

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.)

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.

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. SPECIAL REQUIREMENT(S)

Hydrology
The entire well pad(s) will be bermed to prevent oil, salt, and other chemical

contaminants from leaving the well pad. The compacted berm shall be constructed at a
minimum of 12 inches with impermeable mineral material (e.g. caliche). Topsoil shall
not be used to construct the berm. No water flow from the uphill side(s) of the pad shall
be allowed to enter the well pad. The integrity of the berm shall be maintained around
the surfaced pad throughout the life of the well and around the downsized pad after
interim reclamation has been completed. Any water erosion that may occur due to the
construction of the well pad during the life of the well will be quickly corrected and
proper measures will be taken to prevent future erosion. Stockpiling of topsoil is
required. The top soil shall be stockpiled in an appropriate location to prevent loss of soil
due to water or wind erosion and not used for berming or erosion control. If fluid collects
within the bermed area, the fluid must be vacuumed into a safe container and disposed of
properly at a state approved facility.

Tank battery locations will be lined and bermed. A 20 mil permanent liner will be
installed with a 4 oz. felt backing to prevent tears or punctures. Tank battery berms must
be large enough to contain 1 ' times the content of the largest tank or 24 hour
production, whichever is greater. Automatic shut off, check valves, or similar systems
will be installed for tanks to minimize the effects of catastrophic line failures used in
production or drilling.

Cave Karst
Construction Mitigation

In order to mitigate the impacts from construction activities on cave and karst resources,
the following Conditions of Approval will apply to this APD or project:

General Construction:

e No blasting

e The BLM, Carlsbad Field Office, will be informed immediately if any subsurface
drainage channels, cave passages, or voids are penetrated during construction, and
no additional construction shall occur until clearance has been issued by the
Authorized Officer.

¢ All linear surface disturbance activities will avoid sinkholes and other karst
features to lessen the possibility of encountering near surface voids during
construction, minimize changes to runoff, and prevent untimely leaks and spills
from entering the karst drainage system.

¢ All spills or leaks will be reported to the BLM immediately for their immediate
and proper treatment.
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Pad Construction:

¢ The pad will be constructed and leveled by adding the necessary fill and caliche —
no blasting.

e The entire perimeter of the well pad will be bermed to prevent oil, salt, and other
chemical contaminants from leaving the well pad.

e The compacted berm shall be constructed at a minimum of 12 inches high with
impermeable mineral material (e.g., caliche).

e No water flow from the uphill side(s) of the pad shall be allowed to enter the well
pad.

e The topsoil stockpile shall be located outside the bermed well pad.

e Topsoil, either from the well pad or surrounding area, shall not be used to
construct the berm.

¢ No storm drains, tubing or openings shall be placed in the berm.

e If fluid collects within the bermed area, the fluid must be vacuumed into a safe
container and disposed of properly at a state approved facility.

e The integrity of the berm shall be maintained around the surfaced pad throughout
the life of the well and around the downsized pad after interim reclamation has
been completed.

e Any access road entering the well pad shall be constructed so that the integrity of
the berm height surrounding the well pad is not compromised (i.e. an access road
crossing the berm cannot be lower than the berm height).

e Following a rain event, all fluids will vacuumed off of the pad and hauled off-site
and disposed at a proper disposal facility.

Road Construction:
e Turnout ditches and drainage leadoffs will not be constructed in such a manner as
to alter the natural flow of water into or out of cave or karst features.
¢ Special restoration stipulations or realignment may be required if subsurface
features are discovered during construction.

Buried Pipeline/Cable Construction:

e Rerouting of the buried line(s) may be required if a subsurface void is
encountered during construction to minimize the potential subsidence/collapse of
the feature(s) as well as the possibility of leaks/spills entering the karst drainage
system.

Powerline Construction:

e Smaller powerlines will be routed around sinkholes and other karst features to
avoid or lessen the possibility of encountering near surface voids and to minimize
changes to runoff or possible leaks and spills from entering karst systems.

Larger powerlines will adjust their pole spacing to avoid cave and karst features.
Special restoration stipulations or realignment may be required if subsurface voids
are encountered.
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Surface Flowlines Installation:
¢ Flowlines will be routed around sinkholes and other karst features to minimize the
possibility of leaks/spills from entering the karst drainage system.

Drilling Mitigation

Federal regulations and standard Conditions of Approval applied to all APDs require that
adequate measures are taken to prevent contamination to the environment. Due to the
extreme sensitivity of the cave and karst resources in this project area, the following
additional Conditions of Approval will be added to this APD.

To prevent cave and karst resource contamination the following will be required:

o Closed loop system using steel tanks - all fluids and cuttings will be hauled off-
site and disposed of properly at an authorized site

¢ Rotary drilling with fresh water where cave or karst features are expected to
prevent contamination of freshwater aquifers.

e Directional drilling is only allowed at depths greater than 100 feet below the cave
occurrence zone to prevent additional impacts resulting from directional drilling.

e Lost circulation zones will be logged and reported in the drilling report so BLM can
assess the situation and work with the operator on corrective actions.

¢ Additional drilling, casing, and cementing procedures to protect cave zones and fresh
water aquifers. See drilling COAs.

Production Mitigation
In order to mitigate the impacts from production activities and due to the nature of karst
terrane, the following Conditions of Approval will apply to this APD:

¢ Tank battery locations and facilities will be bermed and lined with a 20 mil thick
permanent liner that has a 4 oz. felt backing, or equivalent, to prevent tears or
punctures. Tank battery berms must be large enough to contain 1 %2 times the
content of the largest tank.

e Development and implementation of a leak detection system to provide an early
alert to operators when a leak has occurred.

e Automatic shut off, check values, or similar systems will be installed for pipelines

and tanks to minimize the effects of catastrophic line failures used in production
or drilling.

Residual and Cumulative Mitigation

The operator will perform annual pressure monitoring on all casing annuli and reported in
a sundry notice. If the test results indicated a casing failure has occurred, remedial action
will be taken to correct the problem to the BLM’s approval.

Plugging and Abandonment Mitigation

Upon well abandonment in high cave karst areas addmonal plugging conditions of
approval may be required. The BLM will assess the situation and work with the operator
to ensure proper plugging of the wellbore.
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VI

CONSTRUCTION

A. NOTIFICATION

The BLM shall administer compliance and monitor construction of the access road and
well pad. Notify the Carlsbad Field Office at (575) 234-5909 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 strip the top portion of the soil (root zone) from the entire well pad
area and stockpile the topsoil along the edge of the well pad as depicted in the APD. The
root zone is typically six (6) inches in depth. All the stockpiled topsoil will be
redistributed over the interim reclamation areas. Topsoil shall not be used for berming
the pad or facilities. For final reclamation, the topsoil shall be spread over the entire pad -
area for seeding preparation. '

Other subsoil (below six inches) stockpiles must be completely segregated from the
topsoil stockpile. Large rocks or subsoil clods (not evident in the surrounding terrain)
must be buried within the approved area for interim and final reclamation.

C. CLOSED LOOP SYSTEM

Tanks are required for drilling operations: No Pits.

The operator shall properly dispose of drilling contents at an authorized disposal site.

D. FEDERAL MINERAL MATERIALS PIT

Payment shall be made to the BLM prior to removal of any federal mineral materials.
Call the Carlsbad Field Office at (575) 234-5972.

E. WELL PAD SURFACING

Surfacing of the well pad is not required.

If the operator elects to surface the well pad, the surfacing material may be required to be
removed at the time of reclamation. The well pad shall be constructed in a manner which
creates the smallest possible surface disturbance, consistent with safety and operational

needs.

F. EXCLOSURE FENCING (CELLARS & PITS)
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Exclosure Fencing

The operator will install and maintain exclosure fencing for all open well cellars to
prevent access to public, livestock, and large forms of wildlife before and after drilling
operations until the pit is free of fluids and the operator initiates backfilling. (For
examples of exclosure fencing design, refer to BLM’s Oil and Gas Gold Book, Exclosure
Fence Illustrations, Figure 1, Page 18.)

G. ON LEASE ACCESS ROADS

Road Width

The access road shall have a driving surface that creates the smallest possible surface
disturbance and does not exceed fourteen (14) feet in width. The maximum width of
surface disturbance, when constructing the access road, shall not exceed twenty-five (25)
feet.

Surfacing

Surfacing material is not required on the new access road driving surface. If the operator
elects to surface the new access road or pad, the surfacing material may be required to be
removed at the time of reclamation.

Where possible, no improvements should be made on the unsurfaced access road other
than to remove vegetation as necessary, road irregularities, safety issues, or to fill low
areas that may sustain standing water.

The Authorized Officer reserves the right to require surfacing of any portion of the access
road at any time deemed necessary. Surfacing may be required in the event the road
deteriorates, erodes, road traffic increases, or it is determined to be beneficial for future
field development. The surfacing depth and type of material will be determined at the
time of notification.

Crowning

Crowning shall be done on the access road driving surface. The road crown shall have a
grade of approximately 2% (i.e., a 1" crown on a 14’ wide road). The road shall conform
to Figure 1; cross section and plans for typical road construction.

Ditching
Ditching shall be required on both sides of the road.

Turnouts
Vehicle turnouts shall be constructed on the road. Turnouts shall be intervisible with

interval spacing distance less than 1000 feet. Turnouts shall conform to Figure 1; cross
section and plans for typical road construction.

Drainage
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Drainage control systems shall be constructed on the entire length of road (e.g. ditches,
sidehill outsloping and insloping, lead-off ditches, culvert installation, and low water
crossings).

A typical lead-off ditch has a minimum depth of 1 foot below and a berm of 6 inches

above natural ground level. The berm shall be on the down-slope side of the lead-off
ditch.

Cross Section of a Typical Lead-off Ditch

1’ Minimum Depth

Natural Ground Level

Down Slope
Side

All lead-off ditches shall be graded to drain water with a 1 percent minimum to 3 percent
maximum ditch slope. The spacing interval are variable for lead-off ditches and shall be
determined according to the formula for spacing intervals of lead-off ditches, but may be
amended depending upon existing soil types and centerline road slope (in %);

Formula for Spacing Interval of Lead-off Ditches .

Example - On a 4% road slope that is 400 feet long, the water flow shall drain water
_into a lead-off ditch. Spacing interval shall be determined by the following formula:

400 foot road with 4% road slope: _400' + 100' = 200' lead-off ditch interval
4%

Cattle guards

An appropriately sized cattle guard sufficient to carry out the project shall be installed
and maintained at fence/road crossings. Any existing cattle guards on the access road
route 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
guards that are in place and are utilized during lease operations.

Fence Requirement

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

Public Access

Public access on this road shall not be restricted by the operator without specific written
approval granted by the Authorized Officer.
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Construction Steps 1. Saivage topsoll 3: Redistribute topsoil
2.Construct road 4.Revegetate slopes
————— e —contetfneolNy—— —— —— o —— —
shoutdar—" . tumout 1o

tufl umout width Intervisibla tumauts shaf] be Gonjinactsd on
31l dingle a6 roads on all biind durves with
-additional funouts 2s needed 0 keep spacing:

Typical Turnout Plan below 1050 st

Lével Ground Section

Typical Outsloped Section

(sopo2— )
Typical Inslope Section

Figure 1. Cross-sections and plans for typical road sections representitive of BLM resource of FS local and higher-class roads.
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VII.

PRODUCTION (POST DRILLING)
A. WELL STRUCTURES & FACILITIES

Placement of Production Facilities
Production facilities should be placed on the well pad to allow for maximum interim
recontouring and revegetation of the well location.

Exclosure Netting (Open-top Tanks)

Immediately following active drilling or completion operations, the operator will take
actions necessary to prevent wildlife and livestock access, including avian wildlife, to all
open-topped tanks that contain or have the potential to contain salinity sufficient to cause
harm to wildlife or livestock, hydrocarbons, or Resource Conservation and Recovery Act
of 1976-exempt hazardous substances. At a minimum, the operator will net, screen, or
cover open-topped tanks to exclude wildlife and livestock and prevent mortality. If the
operator uses netting, the operator will cover and secure the open portion of the tank to
prevent wildlife entry. The operator will net, screen, or cover the tanks until the operator
removes the tanks from the location or the tanks no longer contain substances that could
be harmful to wildlife or livestock. Use a maximum netting mesh size of 1 % inches.
The netting must not be in contact with fluids and must not have holes or gaps.

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. At a minimum, the operator will install
effective wildlife and livestock exclosure systems such as fencing, netting, expanded
metal mesh, lids, and grate covers. Use a maximum netting mesh size of 1 % inches.

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. (Recommended exclosure structures on open-vent
exhaust stacks are in the shape of a cone.) Production equipment includes, but may not
be limited to, tanks, heater-treaters, separators, dehydrators, flare stacks, in-line units, and
compressor mufflers.

Containment Structures
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Proposed production facilities such as storage tanks and other vessels will have a
secondary containment structure that is constructed to hold the capacity of 1.5 times the
largest tank, plus freeboard to account for precipitation, unless more stringent protective
requirements are deemed necessary. -

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, Shale Green from the
BLM Standard Environmental Color Chart (CC-001: June 2008).

VIII. INTERIM RECLAMATION

During the life of the development, all disturbed areas not needed for active support of
production operations should undergo interim reclamation in order to minimize the
environmental impacts of development on other resources and uses.

Within six (6) months of well completion, operators should work with BLM surface
management specialists (Jim Amos: 575-234-5909) to devise the best strategies to reduce
the size of the location. Interim reclamation should allow for remedial well operations, as
well as safe and efficient removal of oil and gas.

During reclamation, the removal of caliche is important to increasing the success of
revegetating the site. Removed caliche that is free of contaminants may be used for road
repairs, fire walls or for building other roads and locations. 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 revegetated areas for
production or workover operations will be allowed. If there is significant disturbance and
loss of vegetation, the area will need to be revegetated. Communicate with the
appropriate BLM office for any exceptions/exemptions if needed.

All disturbed areas after they have been satisfactorily prepared need to be reseeded with
the seed mixture provided below.

Upon completion of interim reclamation, the operator shall submit a Sundry Notices and
Reports on Wells, Subsequent Report of Reclamation (Form 3160-5).

IX. FINAL ABANDONMENT & RECLAMATION

At final abandonment, well locations, production facilities, and access roads must
undergo "final" reclamation so that the character and productivity of the land are restored.

Earthwork for final reclamation must be completed within six (6) months of well
plugging. All pads, pits, facility locations and roads must be reclaimed to a satisfactory
revegetated, safe, and stable condition, unless an agreement is made with the landowner
or BLM to keep the road and/or pad intact.
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After all disturbed areas have been satisfactorily prepared, these areas need to be
revegetated with the seed mixture provided below. Seeding should be accomplished by
drilling on the contour whenever practical or by other approved methods. Seeding may
need to be repeated until revegetation is successful, as determined by the BLM.

Operators shall contact a BLM surface protection specialist prior to surface abandonment
operations for site specific objectives (Jim Amos: 575-234-5909).
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Seed Mixture 2, for Sandy 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 by the authorized officer.

Seed will be planted using a drill equipped with a 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 (smaller/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
Sand dropseed (Sporobolus cryptandrus) 1.0
Sand love grass (Eragrostis trichodes) 1.0
Plains bristlegrass (Setaria macrostachya) 2.0

*Pounds of pure live seed:

Pounds of seed x percent purity x percent germination = pounds pure live seed
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