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NEW MEXICO OIL CONSERVATION DIVISION
- Engineering Bureau -
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ADMINISTRATIVE APPLICATION CHECKLIST

THIS CHECKLIST 1S MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Application Acronymsx ,
[NSL-Non-Standard Location] [NSP-Non-Standard Proratlon Unit] [SD-Simultaneous Dedication]
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Poolllease Commingling]
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement]
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Salt Water Disposal] [IPl-Injection Pressure Increase]
[EOR-QuaKfiied Enhanced Oil Recovery Certification] [PPR-Positive Production Response]

[1]  TYPE OF APPLICATION - Check Those Which Apply for [A] &S
[A]  Locafon - Spacing Unit - Simultaneous Dedication &=
Ztuhrg,L [J Nsp [J sD =
~o
Check One Orly for [B] or [C)’ =
[B]  Commingling - Storage - Measuremnent g
O ouc [JcmB [Jec [Jrc [JoLs [ oM
~No
[C]  Injection - Disposal - Pressure Increase - Enhanced 0il Recovery C:JJ

O wrx [J pMx [J swp [J I [J EOR [] PPR
[D]  Other: Specify

[2] =~ NOTIFICATION REQUIRED TO: - Check Those Which Apply, oNg Does Not
(Al  [] Working, Royalty or Overriding Royalty Interest Owners

[B] p Offset Operators, Leaseholders or gwrtreeomher ( MM oar 0 WW‘ ' P

[C] ‘ [] Application is One Which Requires Published Legal Notice

@] [J Notification-and/or Concurrent Approval by BLM or SLO

U.8. Bureau of Land Management - Commissioner of Public Lands, State Land Office

[E] [] - For all of the above, Proof of Notification or Publication is Attached, and/or,
F] ] Waivers are Attached

3] SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

4] CERJHFCATION: I hereby certify that the information submitted with this application for administrative
15/4 bmd complete to jche best of my knowledgc I also understand that no action will be taken on this

Pn'ntorTWe/ i HIN & KELLER M
‘tmmey~ At Law

P.O. Box 2285

Santers] ABdEsB7504-2265




KELLAHIN & KELLAHIN
Attorney at Law

P.O. Box 2265

W. Thqmas Kellahln Santa Fe, New Mexico 87504 Telephone 505’982'4285
Recognized SpeC|aI|§t in the Area of 117 North Guadalupe Facsimile 505-982-2047
Natural Resources-oil and gas law- Santa Fe, New Mexico 87501 kellahin@earthlink.net

New Mexico Board of Legal Specialization

June 20, 2005
HAND DELIVERED

Mr. Mark Fesmire Director

Oil Conservation Division
1220 South Saint Francis Drive
Santa Fe, New Mexico 87505

LE 2 Ud 02 NP S

Re: Administrative Application of Chesapeake Operating, Inc.
for approval of a unorthodox well location for its
Neuhaus “14” Federal Well No. 5, Unit A,

1090 feet NFL and 330 feet FEL
NE/4NE/4 (40-acre) dedication, Section 14,
T20S, R35E, Lea County, New Mexico

- East Featherstone-Bone Springs Pool

Dear Mr. Fesmire:

On behalf of Chesapeake Operating, Inc., please find enclosed our
referenced application that is being filed in accordance with Division Rule 104.
This location crowds the southern exterior boundary of this 40-acre spacing unit
(230 feet instead of 330 feet). The entire NE/4 of this section has common owners
with the same percentages and is subject to a joint operating agreement.

J Tmas Kellahin

cc: Chesapeake Operating, Inc.
Attn: Lynda Townsend




STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE ADMINISTRATIVE
APPLICATION OF CHESAPEAKE OPERATING, INC.

FOR APPROVAL OF AN UNORTHODOX WELL LOCATION
LEA COUNTY, NEW MEXICO

ADMINISTRATIVE APPLICATION

Comes now CHESAPEAKE OPERATING, LTD. (“Chesapeake™) and by
and through its attorneys, Kellahin & Kellahin, and applies to the New Mexico Oil
Conservation Division (“Division”) for approval of an unorthodox oil well location
for its proposed Neuhaus “14” Federal Well No. 5 (API # 30-025-pending) to be
drilled at a unorthodox location 1090 feet from the North line and 330 feet from
the East line (Unit A) of Section 20, T20S, R35E, Lea County, New Mexico to be
dedicated to a standard 40-acre oil spacing unit consisting of the NE/4NE/4 of this
section for production from Bone Springs formation of the East Featherstone-Bone
Springs Pool.

In support, Chesapeake states:

1. Chesapeake is the proposed operator for this well to be dedicated to a
standard 40-acre oil spacing and proration unit consisting of the NE/4NE/4
of this section.

2. The well is to be located 1090 feet FNL and 330 feet FEL (Unit A) Section
14, T20S, R35E, at an unorthodox oil well location for the Bone Springs

formation (East Featherstone-Bone Springs Pool). See APD and Form C-
102, attached as Exhibit “A” and “B”

3. This well location is subject to the Division Statewide Rule 104 that requires
standard well locations 330 feet of the outer boundaries of the 40-acre
spacing unit.




NMOCD Administrative Application
Chesapeake Operating, Inc.
-Page 2-

4. This unorthodox location, as illustrated on Exhibit “C” is based upon
geologic and topographical reasons:

a. Chesapeake’s application in this case is based upon data obtained
from its Neuhaus “14” Federal Well No. 2 (APO # 30-0125-31970)
located 660 feet FSL and 650 feet FEL of this section. This well
currently produces at a rate of 0 BOPD and 180 BWPD and is
downdip from the proposed unorthodox location of the Neuhaus “14”
Federal Well No. 5.

b. The Bone Springs porosity interval within Chesapeake proposed
spacing unit is best tested at a location up structure and outside of the
standard location drilling window because a standard location
increases significantly the risk of encountering water and would be at
a lower structural position increasing the risk of excessive water
production. |

c. This unorthodox well location will be at the highest structural position
within this spacing unit and updip from the Neuhaus “14” Federal
Well No. 2 and therefore potentially at a better location.

d. A Duke pipeline that crosses this spacing unit from East to West
affects the spacing unit. Pipeline safety requires the well to be outside
of a 275 feet safety zone and further limits Chesapeake’s options for
locating this wellbore. See Exhibit “C”

OFFSETTING OWNERSHIP

5. The Northeast quarter of this Section is composed of a single Federal Oil &
Gas Lease: NMNM 16835, dated June 1, 1973.

6. Chesapeake is the operator of the lease and the working interest owners are
the same and with the same percentages. All these interest owners are
committed to a Joint Operating Agreement dated May 15, 1993. See
Ownership list attached as Exhibit “D”



NMOCD Administrative Application
Chesapeake Operating, Inc.
-Page 3-

7. By letter dated December 15, 2005, Chesapeake as operator proposed to all
the working interest owners the drilling of this well. See AFE and proposal
well attached as Exhibit “E”

Q. This well encroaches towards the SE/4NE/4 that has the same common
ownership with the NE/4NE/4 of this section.

NOTIFICATION TO OFFSETTING OWNERS
IS NOT REQUIRED

9. Because all working interest owners have approved and will participate in
this well are also the same parties towards whom this well encroaches then
the Division rules do not require notice of this application. See Rule 1207.A

(2)(a)(iii).

10.Approval of this application will afford the owners and the applicant the
opportunity to produce their just and equitable share of the hydrocarbons in
the Bone Springs formation, will promote the orderly development in this
area, will prevent the economic loss caused by the drilling of unnecessary
wells, avoid the augmentation of risk arising from the drilling of an
excessive number of wells and will otherwise prevent waste and protect
correlative rights.

WHEREFORE, Applicant requests that this application be approve by the "
Division.

gepecylly Submitted:
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Form 31603 UNITEP STATE SUBMIT IN TRIP* * “ATE
easber 5% DEPARTMENT o THE INTERIOR  Serisi==_
BUREAL OF LAND MANAGEMENT
" APPLICATION FOR PERMIT TO DRILL OR DB
In TYPE OF WORK: DRILL [ DEEPEN [] -
b TYPE OF WELL: =Y
s W ove T

2 NAME OF OPERATOR
CHESAPEAKE, OPERATING, INC. Attn. Linda Good

3 ADDRESS AND TELEPHONE NO,
P.0. BOX 15496 OKLAHOMA CITY, OK 73154-0496 405-767-4275

4. LOCATION OF WELL (Repert location clearly and in accordance with any State requiramanis)®
Atsurface 1090 FNL 330 FEL, NENE

Bood/041

P FARM OR LEASE NAME, WELL NO,

| NEUHAUS 14 FEDERAL S5~

9. AFT WELL NO.

0. JFIXLD AND FOOL, OR WILDCAT

T M, OR BLOCK AND SURVEY OR AREA

At 10p proposed prod. zone SECTION 14-20S-35E
“1<DASTANCE IN MILES AND DIRICTION FROM NEAREST TOWN OB, FOST OFPICE 1L COUNTY OR PARGH 1% STATE
10 MILES SOUTHWEST OF MONUMENT, NM LEA COUNTY , NM
15 DISTANCE FROM PROPOSED T5N0, OF ACWES TN LEASE T7.NO. OF ACEES ASSIGNED
LOCATION TO NRAREST TO TS WELL
FROVERTY OR LEASE LINE. FT. 40
Al 10 pessest drlg. unit tha¢ P any) . @
“IS.DIGTANCE FROM FROPOSED LOCATION® 1 FROFOSEDP DEFTH JOROTARY OR CABLE TOOL®
TO NEAREST WELL. PRRLLING, COMPLETER.
OR AFPLIED FOR, ON THIS LEASK, FT. 10,400 ROTARY
“LELEVATIONS (Shew whetbey DF, KT, GEL ctx ) 2% AFPRQX DATE WORK WL STARTS
3650 108 County Controliad Wetor Brie
23, PROPOSED CASING AND CEMENTING PROGRAM )
<izE OF HOLE " GRADE, SiZ& OF CASING ~ WEIGHT FER FOOT SETTING DEVTH QUANTITY OF CEMENT
® “ ‘B N ¢ +fe
'] [1] # 3 +/~
« _i 3 +- ]

Chesapeake Operating, Inc. proposes to drill a well to 10,000 to test the Seven Rivers and Bone Spring formations. If productive, casing will
be run and the well completed. If dry, the well will be plugged and abandoned as per BLM and New Mexico Oil Conservation Devision

requirements,

Attached please find the Surface Use Plan, Drilling Plan, and attachments as required by Onshore Order No. 1. A general rig plat is attached

as Exhibit D. A final rig plat will be submitted prior to spud once a rig is assigned,

Please be advised that Chesapeake Operating, Inc. is considered to be the Operator of the above mentioned well. Chesapeake Operating, Inc.
agrees to be responsible under the térms and conditions of the lease for the operations conducted upon the lease lands

Bond coverage for this well is provided by Chesapeake Operating, Inc. under their Nationwide Bend No. NM2634.

m

Henry Hood
SIGNED

TITLE S Viee President Land and Legal DATE __ 3777 /”'7_~

“(This space for Federal or Stato offics use)

PEKMIT NO. APPROVAL DATE

Applicatios spproval doees net warrant or certify thad ihe applicant bolds legal or squitablc fitke to these rights in the spbjeet Jease which would eatitle the applicant 1o conduct o

thercon,
CONDITIONS OF APPROVAL, IF ANY:

APPROVED BY Y T¢ L&:j /)%L //‘/‘y g FIELD MA—NAQEH __ DATE ~,

EXHIBIT

Ses inatiugflons On Reverse Slde —— APPROVAL FOR 1 YEAR

Titke 18 U.S.C. Section 1001, makes it a crime for any person knowingty and willfully to make 10 any department or agency of the United States any false, Rctitions or Fravdulent

stakments Of representalions as t0 any marter within its jurisdiction
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ISTRICT 1 : w State of New Mexico ./ _ Porm C-j02
B M, Proweh Dr. Hobbe. 14 agBes ~ — a Fatars) . Revised Maxch 17, 1008
AISTRICT 1 Submit \o Appropriaie Disiriet Oitice
11 South First. Artesis, NN 50210 N stale Lease — 4
'ch m Fee lasase — 3 Coplew
000 Rio Brascs Rd, Astee. MM 87410 OIL CONSERVATION DIVISION

’]STRICT v 2040 South Pacheop

240 Soull Pachweo, Grdle Fe, NN ET900 Sante Fe. New Mexico 87504—2088

L AMENDER REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

APl Number Pool Code Foul Name
Properly Code Properly Nume Well Number
NEU HAUS "14" FEDERAL 2
OGRIDP Ne. Operalor Name Elevallon
CHESAPEAKE OPERATING INC. 3658.3'

Surface Location

Ul or lot No. | Section | Townahip Renge Lot ldn Feol from the | Nurlh/South lne | Feel from the East/Wesl line Counly
A 14 {20S |35 E 1090 NORTH 330 EAST LEA

Bottom Hole Localjon If Different From Surface

UL or Jot No. | Bection { Towzmhip Ramge Lol ldn Fesl from the | North/South line Feel J/rom 1be Banl/Wesl line County

- pedisatad Azres | Jolnol or lofill | Cousclidwtion Code Order No.

NO ALLOWABLE WILL, BE ASSIGNED TO THIS COMPLRTION UNTIL ALL INTERESYTS HAVE BEEN CONSOLIDATED
OR A NON—STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

T havwby veriify thut the well location shown
on ez plal wux plettad from Neld notes of
attuil frveps made by we or wunder wiy
Fupervizon, ond thal the serw iv fvwr end
cerrect Lo (Ae bdaxt of my beMef

=
1 l ]| opEraToR cERTIFICATION
| d " I herety oertify the te tormation
!
I
: l } 330"
F — ————— + _____________ ~——-
| |
| 38571 36543 |
jLot.: N32S774" ek B
'Long.: w103.4199° ' !
(NAD  27) AL :
1] i
b=
sy sessz | SURVEYOR CERTIFICATION

1

|

l

I

I

— — A —pt w—— e umae  —

December 27, 2004

Datle Borveyed
- ———— et
| (o
| A ./ N
|
| 2 . No.
! Neo.™Qary 7977
@
| —t

Exhihit 4-/




275 ft safety
margin from
pipeline

O ORDOVICIAN- o PENNSYLVANIAN CHESAPEAKE
BlenburgerfSimpsonboncose UNDIFFERENTIATED OPERATING, INC.
FUSSELMAN/ WOLFCAMP | Cumoaseexn) e

N SILURO DEVONIAN © CUMOL MBO) N

® LEON_ARDIANWW NEUHAUS
® MISSISSIPPIAN @ Bone Springc/GrebryPaddock Aaonard Yeo 14-T205-R35E
© MORROW/ATOKA O SUADALUFIAN. resrsons Frars Lea, NM
Brushy CanyondThamy Carvonsbed Carn STRUCTURE: T/ 2" Bone Spring Sand
® STRAWN PERMIAN UNDIFFERENTIATED ISOPACH: Gross Neuhaus Carbonate
O CISCOCANYON dagheuhausStruBsSPG 25D . gmp
UNKNOWNPOST PERMIAN Date: 7 Apri, 2005 TGeologist DAG

EXHIBIT |
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Chesapeake K . Tornal, CELS
Natura! Gas.

Nangul Advantages.
December 15, 2004

VIA CERTIFIED MAIL {7003 2260 0003 3592 9038) m /” P/ '/

Mr. Chris Barnhill

Tierra Qil Co., LLC

P.O. Box 700968

San Antonio, TX 78270-0968

Re: Chesapeake's Proposed Neuhaus 14 Federal #5 ———-~
NE/4NE/4 Section 14-208-35E
L ea County, New Mexico

Dear Mr. Barnhill:

Chesapeake Operating, Inc.,, on behalf of Chesapeake Permian, L.P. ("Chesapeake"),
hereby proposes to drill the Neuhaus 14 Federal #5 well to an approximate depth of
10,400, or a depth sufficient to test the Bone Spring Formation and all other potentially
productive formations encountered in the captioned well.

Pursuant to the governing Operating Agreement dated May 15, 1893, elections are due
within 30 days from your receipt of this proposal. Please indicate the option of Tierra Ol
Co., LLC's ("Tierra") choice below, sign and retum this letter by facsimile, if available, to
our office at (405) 767-4251, followed by a hard copy in the mail. If Tiera elects to
participate in the proposed operation, please also execute and return the enclosed AFE
along with a check in the amount of $18,940.00 (.02000 WI X $947,000.00), which
represents Tierra's share of the AFE dry hole costs. Please also include a Well
Requirement Sheet containing a contact name, facsimile number and e-mail address, if
available, to insure receipt of well information. Failure to make a timely election shall be
deemed as a non-consent election.

As an alternative to the above, Chesapeake would be interested in purchasing Tierra's
interest, including any producing well bores, subject o the negotiation of a mutually
agreeable price and terms. If Tierra is interested in pursuing this alternative, pleasa so
indicate in the space provided below and/or contact the undersigned. We will
immediately forward this information to our Acquisitions and Divestitures Department for
follow up. However, please be advised that entering into negotiations to sell Tierra's
interest does not excuse or allow Tierra to delay the required election under this well

proposal.

Chesapeake Energy Corporation
6100 N. Western Ave. » Oklashoma City, OK 73118 » PO, Box 18496 = Qklahoma City, OK 73154-0496
405,879.9414 » fax 405.767.425] « hownsend @chkenergy.com
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Mr. Chris Barnhill
December 15, 2004
Page 2 of 2

Your early attention and response to this proposal will be greatly appreciated. Should
you have any questions, please contact the undersigned.

Sincerely,
Ehgapeake Permi
Lyhta F. Townsen

Tierra-hereby elects to participate in the Neuhaus 14-Federal #5. -

Tierra hereby elects not to participate in the Neuhaus 14 Federal #5.

\

TIERRA OIL CO,, LLC

By. /(/ ﬂ /W
Name. [t/ CiiS L ARMHILE
Title: Pres .oerT

Date: | / 10 g05

Tierra is interested in selling its interest in this unit including any producing well
bores. Please contact me to discuss.

2:Jparmian/operated wells/Neuhaus 14 Federal #5_certified letters.doo
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CHESAPEAKE ORERATING, INC.

AUTRORIZATION POR EXPENDITURG
Progoct Ao Peviin Now Mesky Coy, St 1aa tiew Maxich
ol Nawe: Neshaus 14 Fadordl #5 Ow 1\@#::
Qparstor: Chesapasks CRpareng, 1. Yl Ong O 0,
ARG B 1e0000 Feimalon Bone Spriog
Tpatiog Unk. MEMNGA Shclion 14-203-39¢ Fropany L d
<08 TANGIILE COSTS  WORK DESCRIPTION AR W
ffum Roatks, Lzxation, Pis %N
20401 Oapgm siona oo $3.000.06
Soratinaral Filngn ﬂ-g w
Casls
B iy .000.00 £8.000:00
253400 TopDeig 200 ia00
206 Dittng Figing Cenbizzsion 40 $0.00
3um Foel $1Z9M.0 SAH,000.00
20440 Dilling Cenimetar: 228 days € $10500 por 08y ] S294,000,00
-t Direcfionsl Serviees $4,000.00 $4,000.00
P Fig NehReafoviamotitzaien 57008008
gn Contamor Lapwr o0 : 542 000,00
e SBrpglics ond Uihias 00 8 53,00000
“m”ﬂ' cw" : s,: ",Qg. 4 £3,00.00
230450 Comvon w s1a,m00 68 $10.0m.00
3424 ‘Camere Proggtien S o 518,000 00
Pl Cament Do Liner : a
s ST, o o goe | guses
. T e s Y t
?:'.:‘.;! - O Siring kragacin 30.000/%
22U Lousing 0 £30,009.00
o 0.0 .00
3B (oentivds Pontl Sqprmont 390,000, £34.000.00
U0 $80.000:00
233451 Conplodon, Comen Moko Sarvices/Purfaraing 0. 0
293¢0 : 50,00
TR o 8  rrnl m’ﬁdg $85,000.00
e oo Tiapotson o Fo.00
mug oot/ Emrioncioy @ &9;: 1o §0.09
23430 Tughnies! Lobor 39,0004 ﬂ?m‘”
210438 Divets Libor #10,000.00 000,00
T Conmsiaria 20,000,00 52¢,00600
=08 Compairy Ovatvesd £a000.1p 810,000.00
21547 ourace $18.000.)0 $1.00.00
25480 Piog bo. Abpndon 0230 39.00
E77.000.00 £$163.000%0
TOTAL  INTANGELES Touo Irdavigiin Costs $343,000.00 $1,132.000.00
GODE TANGIBLE ODSTS  WOFK DERCRIPTION
#0100 s s.m::-uu e 00018 $12.00000
HOO 512,
gm bermoditto. Sasing ey S720W0.40 %
20102 Produckon Caslng: BV 10,000 *SDA0 $110.000 00
TV g Laner, 50. Sonc
010 Prodiiton Liner 5040 $000
m’g m ! 2 16200 ;’ﬁig mnwoa
250108 Laash Equipsnent Walvpoy Egviomes $10.0%.00 - 2
Cownicly EAgaw 1020 BIR000L0
28011 4 AdtiBcil L Purtping Uni su.ca
260113 Prodgie Equipaii E 4] 0,90.68
m:: CompalaContpitheion ::‘f: SO0
020 nmg:ﬂ-hhw 5 §0 tg 5000
W% oy !w E?&
TOTAL _TANGILES Tetel Taniio Coal $184.000,00 840000000
Tork Comtt L BT DOp Y $4.852,000,9
#toyrered by:_ DRD by, CME
OPERATOR' APPROVAL: Y e £ / -2).wf

PATE: ///‘2 ¥loy

3
/

Thy apste on (8 AFE sip ealinidtis anly and may not be construed a3 caiings ok any 3pecilin lomy oe the i) coat of e project. in
wuoredig this APE, v parbicipant agreoy (o pay s propodionsie thare of aciual coats mcured, Mciuding fogal, curaiive, roguixtory,
beckaran aod wall coar undier #m tevmis of the sapicabie jainl apavaling sigmemen, mguiatory order o 6ihes agreemmi covering flus st
mm«”, 'mpgmuuwmnmwwmmummmﬁwm Participm{ shall by Fverad by and biiad
petip by for Dp ' S ang genenal Iinzurance uniass particpant provides Gpertde & carlficals eviIoncing s own
Insuancs in amolgWs socapiatio 10 I OBIorby the date o soud
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