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UNITED STATES
DEPARTMENT OF THE INTERIOR"’
BUREAU OF LAND MANAGEMENT

o ﬁESUngWAL

RESUBM:TTAL
APPLICATION FOR PERMIT TO DRILL OR REENTER

ATE0 =%

0
N2 1
aﬁgs ovember 3%

5. Legfaerial No.

la. Type of Work:

K] DRrILL

[ reenTER

Other

O

Gas
Well .

b. Typeof Well: [ ot weil[_] Gd

Single D

Zone

Multiple Zone

Cleary AKC Fe

2. Name of Operator
Yates Petroleum Corporatlon

255955

9. API Well No.

20 -PR5-38VTL

3A. Address 105 South Fourth Street ‘
Artesia, New Mexico 88210

3b. Phone ﬁo. (include area cade)/
. (505) 748-1471

10. Field and Pool, or Exploratory
Wildcat

4. Location of Well (Report location clearly and in accordance with any State requirements.*)
At surface

At proposed prod. Zone same as above

- 330" FNL AND 1650' FWL, NENW 17-225-32E
‘_I'll-..*‘/ C

11. Sec., T., R., M., or BIk, and Survey or Area

Section 17-T22S-R32E

14. Distance in miles and direction from nearest town or post office* ; 12." County or Parish 13. State
Approximately 38 miles west & north of Jal, New Mexico . | Lea NM
15." Distance from proposed™® 16. No. of Acres in lease 17. Spacing Unit dedicated to this well

location to nearest ' S ‘

roperty or lease line, fi. 330 ‘

E Also to nearest drig. umt line, if any) : ' 640 40
18. Distance from sed location*

to nearoct drlr)ﬁmg, complet ed, 1350° 19. _Propose§d Depttr 20. BLM/BIA Bond No. on file NMB 0@ ng‘

applred for, on thrslease ft 8900 Nationwide Bond #NM=2811
21. Elevations (Show whether DF KDB RT, GL efc.) 22. Approximate date work will start* 23.: Estimated duration

‘ 3752" GL ASAP ‘ 30 days
WKTER_BKSTN
CARLSBAD CONTROLLED 5 4 Atta chments

The following, completed in acc

1. Well plat certified by a regrstered surveyor. 4.

2. A Drilling Plan. . , .

3. A Surface Use Plan (if the Ioczrtion is on National Forest System Lands, the
SUPO shall be filed with the appropriate Forest Serviee Office.

,dance with the requirements of Onshore Oil and Gas Order No. 1, shal] be attached to this form

Bond to cover the operations unless ‘coyeréd by an existing bond on file (see
Item 20 above). ‘
5.1 Operator certification.

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

authorized office.

25. Signature |Name (Printed/Typed) L .1 Date
| ﬁ mﬂq |Clifton R. May | -1 10ne/2006
Title: i
Regulatory Agent
Approved by (Signature) ,8, Don Peterson i Name (Printed/Typed) i Date
o : . Nov 172006

Title - \ ) Office : ! :

ACTIN FIELD MANAGER T CARLSBAD FIELD OFFICE

Application approval does not warrant or certify that the apphcant holds legal or equrtable title to those rights in the subject leﬁse which would entitle the applicant to conduct

operations thereon.
Conditions of approval, if any, aré attached.

ROVAL FOR 1 YEAR

Title 18 {{.S.C. Section 1001and 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
tes an alse, fictitious or fraudulent statements or representations as to any matter within its jurisdiction.

(Wrshbltioks oy reverse) ?rf Vi Uu-{{j ,4,ffy() L/t"/

ACHED FUR
SEEA S ONDI TIONS OF APPROVAL

C-/ WAPMVA%UBJ’ECT TO
GENERAL REQUIREMENT S
AND SPECIAL STIPULATIONS
ATTACHED -




VROARMVE B . DUALE UL INCW CAIUUY . rosm veive

;;;'s;m":;'“.” — Raergy, Minarsls snd Hotwai Besvuress Depariment : 'm' M::.'::

. 811 Seuth Pirst, Artesie, KM 88210 |, p s"‘""""‘m“":":m
- DlS'l‘RIC'l' m : Fes Losse - 3 Coples

" 1000 Rlo Brazes Rd., Astoc, NM 87410 OIL CONSERVATION DIVISION

DISTRICT IV Santa Fe, MM po— P.0. Box 2088

Santa Fe, New Mexico 87504~2088

WELL LOCATION AND ACREAGE DEDICATION PLAT

D AMENDED REPORT

APl Number Pool ‘Code ‘ ' Poel Name e
20-025-3%) - 2K3plb Easr Livivesmn Ruoge Deiswari=
Property Code Property Name , Well Number
(2159 : CLEARY "AKC" FEDERAL 3
Operator Name Elevation
025575 YATES PETROLEUM CORPORATION 3752

Surface Location

UL or ot No. Secﬁonv‘l'nmhlp lhnp Lot ldn Foet from the | North/South line | Feet from the East/West line County
c 17 | 225 32€ - 330 NORTH 1650 WEST LEA

Bottom Hole location If Different From Surface

UL or lot No. | Section | Township Range Lot ldn Foot from the | North/Seuth line | Fest from the | East/West line County

Dedicated Acres | Joiat or Infil c--uu-u-eou Order No.

¥O

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DMSION

OPERATOR CERTYIFICATION

N.az'za 52.6"
¥.103°42°00.0" 1 Mevedy cortify : the aw-::
500025, conleined herein is frue complels
g.om.'g best of my tnowisdge end delieg
{NAD-27)

Q04 R ey
j&h;lcmyR /V)AV

Rs QuiATORY Acswe
_7/ ?/ot{ |

" SURVEYOR CERTIFICATION

7 haredy certify that the well locaiion shewn
o this piat wes plotted frein field wetss of
estenl swrvepe made by me or under my
supsrvisen, and that the same is trae ond
correact to the dest af wmy delinf

0 . 330" 680" 990" © 1650" 1880° 2310° 2310° 1980° 1650° 990" 000" 350" O




&

‘t:bmmwmm ‘ . : State of New Mexico

) . and Natut ) Form C-102 l
f:"” 34 copien ~ érgy, Minerals atural Resources Departr. ‘ Revised 1.1-89
i ~ OIL CONSERVATION DIVISION
P.O. Box 1980, Hobbs, NM 88240 - P.O. Box 2088

P.O. Drawer DD, Artesia, NM 88210

Santa Fe, New Mexico 87504-2088

7000 Mo Braros Ra, Azee, Nt 7410 WELL LOCATION AND ACREAGE DEDICATION PLAT

AllDlstancesmustbafmnﬁwoutarboundaﬂesowwsecﬂon

Operator > "Well No.
YATES PE‘I'ROLEUM CORPORATIGN - CLEARY "AKC" FEDERAL 3
Unit Letter Section - Township - | Range County
G 17 22 SOUTH | 2 EAST NMEM LEA
Actual Footage Location of Well: . :
330 feet from the _ NORTH line ad 1650 feet from the WEST line
Ground level Elev. Producing Formation B Dedxwed Acreage:
3752 - DELAWARIE B Lwve 3w Riogre ﬂsmww KO pim

1L Oulhnethemgedediuwdtolhewbjeamllbyeolosedpwcllorhldmnmuhonlheplatbdw
2.lrnmlhanoneluuudedwaudbduwdl.mnhnouchmdideaufynumaﬂﬁpmemr(bothutowahng interest and royalty).

3. Ifmorethanoneleaaofd:ﬂ'm owm:hnpisdedicmdtolhawell.havemcmlumdall owners been cmoolidatedby communitization,
unitization, force-pooling, etc.?
Y

bbaﬂawabhw:ubcudgnedmmewenmmmhmhnbenwdmd(byeommw&umunﬁon,foxced—poding.orabawue)
umlnmmmmwumwmm:wwwmmmbm

A

OPERATOR CERTIFICATION

I. hereby ccngb that the informasion
contained herein in true and complete to the
| best of my bwwlcd;oand belief.

-Siﬁamre

Cur—rzw R. May

RL.G«;MU@Y AGeur
Company o

Yares PEWLQM Q&fmﬂcu
Dats .

" 9/a/04

—-——————l—-———u—-—u——---n..u—-——

SURVBYOR CERTIFICATION
|

1 Iurcby ccrtqu bla: the well location shown
on! this. plat wa.c{ plotted from field notes of]
acnnl:‘cy:md:bymormderm
.mpcrvuon, ‘and that the same s true and
cornu to tlu lbat of my mowledge and

beligf. |
Datéshweyed:

: . . : r !
0 330 660 9% 1320 1650 1980 2310 2640 2000 1500




YATES PETROLEUM CORPORATION
Cleary AKC Federal #3
330’ FNL and 1650’ FWL
Section 17-T22S-R32E
Lea County, New Mexico

1. The estimated tops of geologic markers are as follows:
Rustler 870’ ‘
Bottom of Salt 4440’
Bell Canyon 4685’
Cherry Canyon 5675’
Brushy Draw 7450
Bone Spring 8600’
TD 8900’
2. The estimated depths at which anticipated water, oil or gas formations are expected to

be encountered:

Water: 250’ to 500’
Oil or Gas: 7450’ & 8600'.

3. Pressure Control Equipment: BOPE will be installed on the 13 3/8" casing and rated for
3000# BOP systems will be consistent with API RP 53. Pressure tests will be conducted before
drilling out from under all casing strings, which are set and cemented in place. Blowout Preventor
controls will be installed prior to drilling the surface plug and will remain in use until the well is
completed or abandoned. Preventors will be inspected and operated at least daily to ensure good
mechanical working order, and this inspection recorded on the daily drilling report. See Exhibit B.

4. Auxiliary Equipment: Kelly cock, pit level indicators, flow sensor equipment, and a sub
with  full opening valve to fit the drill pipe and collars will be available on the rig floor in the open
position at all times for use when Kelly is not in use. : ‘

5. THE PROPOSED CASING AND CEMENTING PROGRAM:
A. Casing ‘Program: |

Hole Size Casing Size Wt/Ft = Grade Coupling Interval || Length

17 172" 13 3/8” 54.5# J-65 ST&C 0-900" - 900’
117 8 5/8” 324 J-55 ST&C  0-4200° 4200’
11> 8 5/8” - 32# HC-80 LT&C 4200-4550" 350
77/8” 5% 17# J-565 LT&C 0-1500"  1500°
77/8 5% 15.5#  J-55 LT&C 1500-6700" 5200 -

77/8” 51/2 17# J-55 LT&C 6700-8909’ 2200'

1. Minimum Casing Design Factors: Collapse 1.125, Burst 1.0, and Tensile Strength 1.8
2. A 3,000 psi BOP will be nippled up on the 13 3/8” casing and tested to 3000 psi .

B. CEMENTING PROGRAM: | |
Surface Casing: 550 sx Pacesetter Lite “C” w/1/4# Cellocel & 3% CaCl2 (YLD 1.84
WT 12.7). Tail in with 200 sx class “C” + 2% CaCl2 (YLD 1.84 WT 14.8).




Cleary AKC Federal 3
Page Two

lntermedlate Casing: 1150 sx Pacesetter Lite “C” + %i#/sx Celloseal + 10#/sx 3%
CaCl2 (YLD 1.84 WT 12.7) and tail in with 250 sx class “C” + 2% CaCl2 (YLD 1.32
WT 14.8). Cement circulated to surface.

Production Casing: 1 st Stage: 250 sx “H” w/8# sx CSE, +0.6%CF-14+ 5# sx
Gilsonite (YLD 1.76 WT 13.6). Cement calculated to 7700’ with DV Tool set at
approx. 7700,

Second Stage: 450 sx “C” w/5# Gilsonite, V4 # sx Cellocel, + 0.5% CF-14. (YLD2.04
'WT 12.4) + 200 sx "H” + 0.5% CF-14 (YLD 1.18 WT 15.6). Cement calculated to tie
back to intermediate casing 100’

6. MUD PROGRAM AND AUXILIARY EQUIPMENT:

Interval = Type Weight Viscosity Fluid Loss
0-900 FW Gel 8.4-8.9 32-36 "~ N/C
900-4550 .  Brine : 10.0 28 ' N/C
4500-TD. ' CutBrine 8.9-9.3 28 <15cc

Sufficient mud matenal(s) to maintain mud properties, control lost circulation and contain a blow
gut rllNlll be avallable at the well site during drilling operations. Rig personnel will check mud
ourly L ,

7. EVALUATION PROGRAM:

Samples Every 10’ from surface casing to TD

Logging: | CNL-FCO from TD to casing with GR-CNL up to surface; DLL from TD to casing

Conng ' None anticipated

DST’s: Any tests will be based on the recommendations of the well site geologlst as

Warranted by drilling breaks and shows

8. ABNORMAL CONDITIONS BOTTOM HOLE PRESSURE, AND POTENTIAL HAZARDS
Abnormal Pressures Antrcrpated None
Lost Clrculatlon Zones Anticipated: None.
H2S Zones Anhmpated None Anticipated
Maxrmum Bottom Hole Temperature' 140 F
9. ANTlClPATED STARTING DATE:

Plans are to anI thls well as soon as possrble after receiving approval. It ‘should take
approximately 15 days to drill the well with completlon taking another 20 days.




MULTI-POINT SURFACE USE AND OPERATIONS PLAN
YATES PETROLEUM CORPORATION -
Cleary AKC Federal #3
330" FNL &1650' FWL
Section 17-T22S-R32E
Lea County, New Mexico

This plan is submitted with Form 3160-3, Application for Permit to Drill, covering the above
described well. The purpose of this plan is to describe the location of the proposed well, the
proposed construction activities and operations plan, the magnitude of the surface disturbance
involved and the procedures to be followed in rehabilitating the surface after completion of the
operations, so that a complete appraisal can be made of the environmental effect associated with
the operations. ' ‘

1. EXISTING ROADS:

Exhibit A is a portion of the BLM map showing the well and roads in the vicinity of the
proposed location. The proposed well site is located approximately 38 miles west and
norgm gfbdak New Mexico and the access route to the location is indicated in red and green
on Exhibit A. : '

DIRECTIONS: Go southeast out of Carlsbad, NM on Highway 285 to State Road 31. Go
east on 31 to State Road 128 (Jal Hwy). Take 128 for approximately 16 miles to Red Road. Turn
north and go approximately 7 miles (Mills Road will be on the left). Take the right on caliche road
and go approximately 3.8 miles. Turn left and go 0.4 of a mile to the Cleary #1 well. Just pastit,

-turn left and follow lease road approximately 1 mile. New road will start here and go north about
0.1 of a mile. Turn right and go approximately 0.1 of a mile to the northwest corner of the pad.

2. PLANNED ACCESS ROAD: N

‘ The proposed new access will be approximately 500’ in lehgth from the point of
origin to the northwest corner of the drilling pad. ‘ ‘

The new road will be 14 feet in width (driving surface) and will be adequately
drained to control runoff and soil erosion. ‘ ' I

The new road will be bladed with drainage on both sides. One traffic turnout may be
‘heeded. ‘ o

The route of the road is visible. ‘

Existing roads will be maintained in the same or better condition.

mo oo w

3. LOCATION OF EXISTING WELL:

A. There is drilling activity within a one-mile radius of the well site.
B. Exll';ibit D shows existing wells within a one-mile radius of the proposed
well site. '

4, LOCATION OF EXISTING AND/OR PROPOSED FACILITIES:
A There are production facilities on this IeaSe,at the present time.

B. In the event that the well is productive, the necessary production facilities will be

- installed on the drilling pad. If the well is productive oil, a gas or diesel self-

contained unit will be used to provide the necessary power. No power will be
required if the well is a producing gas well. -




5.

10.

13

(Cleary AKC Federal #3
Page Two :

LOCATION AND TYPE OF WATER SUPPLY:

A.

It is planned to dnll the proposed well wrth a brine water system The water will be
obtained from commercial sources and will be hauled to the location by truck over
the existing and proposed roads shown in Exhibit A.

SOURCE OF CONSTRUCTION MATERIALS:

The dirt contractor will be responsible for finding a source of material for
construction of road and. pad and will obtain any permits that may be required.

METHODS OF HANDLING WASTE DISPOSAL

@ mm U o w»

Drill cuttings will be dlsposed of in the reserve pits.
The reserve pits will be constructed and reclamation done according to NMOCD
guidelines and Yates’ approved pit general plan :
gnlllng flmds will be allowed to evaporate in the reserve pits until the pits are

ry
Water: produced dunng operatlons will be collected in tanks .until hauled to an
approved disposal system, or separate disposal application will be submrtted
Oil produced during operations will be stored in tanks until sold.
Current laws and regulatrons pertarmng to the drsposal of human waste will be
complied with.
All trash, junk, and other waste matenals will be contamed in trash cages or
bins to prevent scattering and will be removed and deposrted inan approved
sanrtary Iandf Il. Burial on srte is not approved.

ANCILLARY FACILITIES NONE

- WELLSITE LAYOUT
A

Exhlbrt C shows the relative location and dmensrons of the well pad, the reserve
pits, the location of the drllllng equipment, pulling unit orientation and access road
approach Note: Pits to north.

B. The reserve pits will be plastic Imed with 12 mil and meet the NMOCD Pit
Standards.

C. A 600’ X 600’ area has been staked and flagged.

PLANS FOR RESTORATION: ,

A. After finishing drilling and/or completion operatrons all equipment and other material
not needed for further operations will be removed. The location will be cleaned of all
trash and junk to leave the well site in as aesthetically pleasing a condition as
possible.

B. Unguarded pits, if any, contalnmg ﬂwds will be fenced until they have dried and

been leveled.
If the proposed well is plugged and abandoned all rehabilitation and/or vegetation

~ requirements of the Bureau of Land Management will be complied with and will be

accomplished as expedltrously as possible. All pits will be reclarmed according to
the Yates’ NMOCD approved general plan.




Cleary AKC Federal #3
Page Three

11.

12.

13.

14.

SURFACE OWNERSHIP:

Federal Lands under the supervision of the BLM. ‘Surface leased to Mills Family

Partnership.

OTHER INFORMATION:

A. This location was previously submitted and approve by BLM on 4/12/93.
B. Topography: Refer to the existing archaeological report number 93-NMAS-22-F

pog
done on 2/22/93 for a description of the topography, flora, fauna, soil characteristics,
dwellings, and historical and cultural sites.
C. The primary surface use is for grazing.

OPERATOR'S REPRESENTATIVE:

A. Through A.P.D. App'roval: B.  Through Drilling, Completions & Prod.
, Clifton R. May, Regulatory Agent Pinson McWhorter, Operations Manager
Yates Petroleum Corporation

* Yates Petroleum Corporation
105 South Fourth Street

105 South Fourth Street
Artesia, New Mexico 88210 Artesia, New Mexico 88210

Phone (505) 748-1471 Phone (505) 748-1471

CERTIFICATION:

I hereby certify that I, or persons under my direct supervision, have inspected the proposed
drill site and access route, that | am familiar with the conditions which presently exist; that
the statements made in this plan are to the best of my knowledge, true and correct; and,
that the work associated with the operations proposed herein will be performed by Yates
Petroleum Corporation and its contractors and subcontractors in conformity with this plan
and the terms and conditions under which it is approved. This statement is subject to the
provisions of 18 U.S.C. 1001 for the filing of a false statement. ,

Ciiftor] R. May, Regulat\w/gent
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§~ Yates Petroleum Corporation BOP-3

. Typical 3.000 psi Pressure System
, _ ' Schematdc
. ) _ Annular with Double Ram Preventer Stack
Kelly - » - E)( HIBIT B
\A |
Fill Up Line \L A
aAnn A
|
[ \j ' Flow Line
[ : J(—-— Annular Preventer
— »
E ;E E : E E Blind Rams
! <
= | D=
. = P .
o < ipe Rams
o tM@u R B WChokeLme
8 b = \ -
Kill Line , ‘ «<————_ Intermediate Casin
2* min. 7 // <] Well Head .
A% : .
squ:gl: opatliz;al < Intermediate Casing

Typical 3,000 psi choke manifold assembly with at least these minimun features

Adjustable choke . + s To pitandormud gas seperator \
To blowout oy | T min \
preventer stack Choke line

~N
\4 , Y Bleed Line \
g
3* min. \
3° tun.

To pit and/or mud gas seperator \

- =
i \

Adjustable choke - '




. . PB-L1
- Yates Petroleum Corporation g
Location Layout for Permian Basin

Up to 12,000"

Exuigir C

| 16580

| 1608

. Headto Reserve Pit -
- .. will vary betweeni rigs . = -

e shoﬁidbcamnxi‘mm
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1625 N. French Dr., Hobbs, NM 88240 . State of New Mexico FormC-144 -
Distri , - -Energy Minerals and Natural Resources , March 12, 2004
1301 W. Grand Avenue, Artesia, NM 88210 »

BESN mmwmwimao Ol ComervatonDivision  Frdrlag droicin s, i
District IV SRR 1220 South St. Francis Dr. or downstream facilities, submit to Santa Fe
1220 S. St. Francis Dr., Santa Fe, NM 87505 Santa Fe NM 87505 office

¢4

Pit or Below-Grade Tank Registration or Closure
Is pit or below-grade tank covered by a “general plan™? Yes [XX]No []
Type of action: Registration of a pit or below-grade tank Closure of a pit or below-grade tank [}

dperator: Yates Petroleum Corporation Telephone: (505) 748-4347 e-mail address: _debbiec@ypenm.com
: 105 South 4 Stree i 88210 "

\ddress: 105 Sou ‘ LArtesng,NM‘ ’ 39»025 _39[7 ,

facility or well name: _Cleary AKC Federal #3 ~ API#: __U/LorQu/Qir C_Sec_17 T 228 R _32E

county: _Lea Latitude N32.3979 Longitude W103.7000 NAD: 1927 1983 [ Surface Owner —Federal State []  Private [ Indian [

%it_Type: Drilling E]Producﬁon ] Disposat [ Below-grade tank
Workover [] Emergency [] Volume: ____bbl Type of fluid:
_ined Unlined [J ‘ Construction materiak:
iner typc Synthetic [KX] Thickness 2t Double-walled, with leak detection? Yes [ If not, explain why not.
“lay [J Volume R4.00d bt
to round ical di 0 ‘bo ¢ b Less than 50 feet (20 points)
depth water (vertical distance | ttom of pit to seasonal hi
g ‘ ( : o m sl . gh 50 feet or more, but less than 100 feet (10 points)
vater elevation of ground water.) :
Vellhead protection area: (Less than 200‘ feét from a private domestic Yes (20 points)
vater source, or less than 1000 feet from all other water sources.) E (0 points)
SR Less than 200 feet (20 points)
Jistance to surface water:' (horizontal distance to all wetlands, playas, o
. . Co ‘ 200 feet or more, but less than 1000 feet (10 points)
migation canals, ditches, and perennial and ephemeral watercourses.) :
Ranking Score (Total Points) 0 Point

If this is a pit closure: /(1) attach a diagram of the facility showing the pit’s relatioﬂship to other equipment and tanks. (2) Indicate disposal location:

ansite [] oﬁ'sf;e [J ¥ offsite, name of it“a(::jlity . (3) Attach a general description of remedial action taken including remediation start date and end

‘ late. (4) Groundwater encountered: Noj E] Yes [] If yes, show depth below ground surface ft and attach sample results. (5) Attach soil sample results and a
liagram of sample locations a;id excavations. ' ‘ ‘
hereby certify that the information above'is true and complete to the best of my knowledge and belief. I further certify that the above-described pit or below-grade tank has

- een/will be constructed or closed according to NMOCD guidelines [], a general permit or an (attached) alternative OCD-approved plan [].

ate: _November 19, 2004 ‘ [ !Q N gs R
inted Name/Title Clifion R. May/Regulatory Agent __ Signature A . /Y\ﬁq

our certification and NMOCD approval of this application/closure does not relieve Jxe operator of liability Sho::z the contents of the pit or tank contaminate ground water or

herwise endanger public health or the environment. Nor does it relieve the operator of its responsibility for compliance with any other federal, state, or local laws and/or
gulations. ‘

sproval: . - |
ate: 26 )
inted éf; itle CAELS WILLI#MS /DIS 7 WPy, Signamre_%é: %é‘f»w—’




. ’ : CONDITIONS OF APPROVAL - DRILLING

Well Name & No. 3-Cleary AKC Federal

Operator's Name: Yates Petroleum Corporation
" Location: - 330FNL, 1650FWL, Section 17, T-22-S, R-32-E
' Lease' ' NM-86148

---------------------------------------------------------------------------------------------------------------------------------------------------------

I. DRILLING OPERATIONS REQUIREMENTS:

1. The Bureau of Land Management (BLM) is to be notified at the Carlsbad Field Office, 620 East Greene St.,
Carlsbad, NM 88220, (505) 234-5972 or (505) 361-2822 - for wells in Eddy County; and the Hobbs Field
Station, 414 West Taylor, Hobbs NM 88240, (505) 393-3612 for wells in Lea County, in sufﬁc1ent time for a
representatlve to witness: B

A. Spudding

B. Cerrienting casing: 13-3/8 inch 8-5/8 inch 5-1/2 inch

C. BOP tests

2. A Hydrogen Sulfide (H2S) Drilling Plan should be activated prior to drilling into the Bone Spring -
Formation. A copy of the plan shall be posted at the drilling site. H2S has been reported in sections 21, 23,
and 25 measuring 500-1000 ppm in gas streams and 100-2000 ppm in STVs. It has also been -
reported in'se‘ctions 24, 26, and 27 with no reported measurements.

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

4. Submit a Sundry Notice (Form 3160-5, one original and five copies) for each casing string, describing the
casing and cementing operations. Include pertinent information such as; spud date, hole size, casing ( size,
weight, grade and thread type), cement (type, quantity and top), water zones and problems or hazards
encountered. The Sundry shall be submitted within 15 days of completion of each casing string. The reports may
be combined into the same Sundry if they fall within the same 15 day time frame.

* 5. The API No. assigned to the well by NMOCD shall be included on the subsequent report of setting the first
casing string. ‘

6. A Communitization Agreement covering the acreage dedicated to this well must be filed for approval with the
BLM The effective date of the agreement shall be prior to any sales.

v 7. Gamma- Ray/ Neutron logs shall be run from the base of the Salado Formation to the surface; cable speed not
to exceed 30 feet per mmute

II CASING:

1. The_13-3/8 inch surface casing shall be set_a minimum of 25 feet into the Rustler Anhydrite
approximately 900 feet, below usable water and cement circulated to the surface. If cement does not

circulate to the surface the appropnate BLM office shall be notified and a temperature survey or cement bond log
shall be run to verify the top of the cement. Remedlal cementmg shall be completed prior to dnlhng out that
string,.

Possible lost circulation in the Delaware and Bone Spring formations.
Possible water flows in the Salado and Castile groups.

2. The minimum requlred fill of cement behind the_8-5/8 inch mtermed1ate casing is clrculate cement to
the surface

3. The minimum required fill of ceme_n_tbehind the 5-1/2 inch production casing is cement shall extend
upward a minimum of 200 feet into the intermediate casing.




» ‘ >

III. PRESSURE CONTROL:

1. All BOP systems and related equipment shall comply with well control requirements as described in Onshore
 0il and Gas Order No. 2. The BOP and related equipment shall be installed and operational before drilling
below the 13-3/8 inch casing shoe and shall be tested as described in Onshore Order No. 2. Any equipment
failing to test satisfactorily shall be repaired or replaced. '

2. Minimum working pfessure of the blowout preventer and related equipment (BOPE) required for drilling the
surface and intermediate casing shall be 3M_psi. Minimum working pressure of the biowout preventer an
related equipment (BOPE) required for drilling below the 8-5/8 inch casing shall be_3M psi. ‘

3. The appropriate BLM office shall be notified in sufficient fime for a representative to witness the tests.

- The tests shall be done by an independent service company. ‘ R

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

- Testing fluid must be water or an appropriate clear liquid suitable for sub-freezing temperatures. Use of drilling
mud for testing is not permitied since it can mask small leaks. ‘ .

- Testing must be done in a safe workman-like manner. Hard line connections shall be required.




