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20- DA5-2912)

PECOS DISTRICT - RFO
CONDITIONS OF APPROVAL

April 27, 2010

OPERATORS NAME: Yates Petroleum Corporation
LEASE NO.: NM-106692
WELL NAME & NO: Mantis BOM State Com#1
SURFACE HOLE FOOTAGE: 1980' FSX. & 2130' FEL
LOCATION: _Section 36, T. 15 S., R. 30E.. NMPM
COUNTY: Chaves County, New Mexico

GENERAL PROVISIONS

The approval of the Application For Permit To Drilt (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 Copservation 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 3 160-5,
Sundry Notices and Report on Wells.

I. 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).

I. 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
anthorization 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 n
a shutdown order by the Authorized Officer.
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V. DRILLING
A. DRILLING OPERATIONS REQUIREMENTS

1. Call the Roswell Field Office, 2909 West Second St., Roswell, NM 88201. During office
hours call (575) 627-0205 or after office hours call (575) 420-2832. Engineer on call during
office hours call (575) 627-0275 or afier office hours call (575) 626-5749.

2. The BLM is to be notified a minimum of 24 hours in advance for a representative to witness:

a. Spudding well
b. Setting and/or Cementing of all casing strings

The BLM is to be notified a minimum of 4 hours in advance for a representative to witness:
BOPE Tests

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. Include the AP Number assigned to well by NMOCD on the subsequent report of setting the
first casing string.

5. 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.

6. The operator will accurately measure the drilling rate in fi/min to set the base of the usable
water protection casing string(s) opposite competent rock. The record of the drilling rate along
with the caliper-gamma ray-neutron well log run to surface will be submitied to this office as
well as all other logs run on the borehole 30 days from completion.

7. Fresh water gel will be used to drill to the base of the usable water protection casing string(s).
Any polymers used will be water based and non-toxic.

B. CASING

1. The 13-3/8 inch usable water protection casing string(s) shall be set at approximately 400 feet
in competent bedrock.

If not the operator is required to set usable water protecting casing in the next thick competent
bedding (i.e. 15 to 25 ft or greater) encountered and cemented to the surface.

a. If cement does not circulate to the surface, the Roswell Field Office shall be notified and a
temperature survey utilizing an electronic type temperature survey with a surface log readout
will be used or a cement bond log shall be run to verify the top of the cement.
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b. Wait on cement (WOC) time for a primary cement job will be & minimum 18 hours for a water
basin or 500 pounds compression strength, whichever is greater. (This is to include the lead
cernent).

¢. Wait on cement (WQC) time for a remedial job will be a minimum of 4 hours after bringing
cement to surface or 500 pounds compression sirength, whichever is greater.

d. Tf cement falls back, remedial action will be done prior to drilling out that string.

2. The minimum required fill of cement behind the 9-5/8 inch intermediate casing is sufficient
to circulate to the surface. If cement does not circulate see B.1.a-d above.

3. The minimum required fill of cement behind the 7 inch production casing is sufficient to tie
back 500 feet above the uppermost perforation in the pay zone. If cement does not circulate,
a temperature survey utilizing an electronic type temperature survey with a surface log readout
will be used or a cement bond log shall be run to verify the top of the cement.

4. There is no required fill of cement behind the 4-1/2 inch production liner since a Peak Systems
Completion Liner Assembly will be used for lateral and will not require cementing.

5. Ifhardband drill pipe is rotated inside casing, returns will be monitored for metal. If metal is
found in samples, drill pipe will be pulled and rubber protectors which have a larger diameter
" than the tool joints of the drill pipe will be installed prior to continuing drilling operations.

6. All casing shall be new or reconditioned and tested casing and meet AP standards for new
casing. The use of reconditioned and tested casing shall be subject to approval by the authorized
officer. Approval will be contingent upon the wall thickness of any casing being verified to be at
least 87-1/2 per cent of the nominal wall thickness of new casing.

C. PRESSURE CONTROL

1. Before drilling below the 13-3/8 inch surface casing shoe, the blowout preventer assembly
shall consist of a minimum of One Annular Preventer or Two Ram-Type Preventers and a Kelly
Cock/Stabbing Valve. Before drilling below the 9-5/8 inch mtermediate casing shoe, the blowout
preventer assembly shall consist of a minimum of One Annular Preventer, Two Ram-Type
Preventers, and a Kelly Cock/Stabbing Valve.

2. Before drilling below the 13-3/8 inch surface casing shoe, minimum working pressure of the
blowout preventer and related equipment (BOPE) shall be 2000 psi. Before drilling below the 9-
5/8 inch intermediate casing shoe, minimum working pressure of the blowout preventer and
related equipment (BOPE) shall be 3000 psi.

3. The BOPE shall be installed before drilling below the 13-3/8 inch surface, the 9-5/8 inch
intermediate casing, and the 7 inch production casing and shall be tested as described in Onshore
Order No. 2. Any equipment failing to test satisfactorily shall be repaired or replaced.
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a. The BLM Roswell Field office shall be notified a minimum of 4 hours in advance for a
representative to witness the tests.

b. The tests shall be done by an independent service. company.

¢. The BOP/BOPE test shall include a low pressure test from 250 to 300 psi. The test will be held
for a minimum of 10 minutes if test is done with a test plug and 30 minutes without a test plug.

d. All tests are required to be recorded on a calibrated test chart. A copy of the BOP/BOPE test
chart and a copy of independent service company test will be submitted to the BLM Roswell
Field Office at 2909 West Second Street, Roswell, New Mexico 88201.

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

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

D. CONTROLLED SURFACE USE - PRAIRIE CHICKENS

No dnlling into the federal lease is allowed during the following time periods; unless otherwise
specified, this stipulation does not apply to the operation and maintenance of production
facilities. Drilling for oil and gas, and 3-D geophysical exploration operations will not be
allowed in Lesser Prairie Chicken Habitat during the period of March 15 through June 15, each
year. During that period, other activities that produce noise or involve human activity, such as
the maintenance of il and gas facilities, geophysical exploration other than 3-D operations, and
pipeline, road, and well pad construction, will be allowed except between 3:00 a.m. and 9:00
a.m.. The 3:00 a.m. and 9:00 a.m. restriction will not apply to normal, around-the-clock
operations, such as venting, flaring, or pumping, which do not require a human presence during
the period. Additionally, no new drilling will be allowed within up to 200 meters of leks known
at the time of permitting. Normal vehicle use on existing roads will not be restricted. Exhaust
noise from pump jack engines must be muffled or otherwise controlled so as not to exceed 75 db
measured at 30 feet from the source of the noise. Exceptions to these requirements will be
considered for areas of no or low prairie chicken booming activity, or unoccupied habitat,
including leks, as determined at the time of permitting, or in emergency situations.



