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T APPLICATION FOR PERMIT TO DRILL OR REENTBR (™ [ o T, Ates or Tribs Narw ™~~~

5

TV Type ol Work: gy DRICL 7 REENTER (M% (:") h& 5*‘""’! gj g“ }\‘*i “”i' “j\ t 7. 1 Unitor CA x\gufcmcm. Nanre and Ne.
-y S . h '

|
8. Tease Name and well No.
DEER CANYONI24 FEDERAL 1H

1b. Type of Well: . @ Oil Well (] Gas Well Other ® Single Zone {7} Multiple Zone |
2. Name of Operator Contact: LINDA GOOD 9. AP[ Well No. '
CHESAPEAKE CPERATING, INC. E-Mal: igood@ehkenergy.com 3005~ D6o3Y
3a. Address 3. Phone No, (include area code) 10. Field and Pool, or Exploratory
ORUAHOMA OITY, OK 73154.049 o e e aas v i
, -Uad Fx: 405-753-5469 . |
UVLJ°5 . Bbl’lou) Chnqcm‘ L‘J‘: I{M]
4. Location of Well  (Report location clearly and in accordance with any State requirements.®) 11. Sec., T., K., M, or Blk. and Sthivey ér Arca
|
At surface NWNW 1310FNL 120FWL e ) Sec 24 T20S Rl21 E Mer NMP
At proposed prod. zone SENE 1980FNL 660FEL A ' .
" 14, Distance in miles and direction from nearest town or post office® ‘ ' 12. County or Panish 3. State
17 MILES NW OF HOPE, NM EDDY NM
15. Distance trom proposed location to nearest property or 16. No. of Acres n Lease 17. Spacing Unit dedicated (o this well
leasc line, ft. (Also (o nearest drig. unit line, if any)
647.48 320.00
18, Distance from proposed location to nearest well, dnlling, | 19. Proposed Depth U EPITN Y ) 20. BLM/BIA Bond No. on file
completed, applied for, on this lease, {t. EALPY (\ AR A

Yetie b WONDGLRA
21. Elevations (Show whether DF, KB, RT, GL, elc. 22. Approximate date work will start 23. Estimated duration
4360 GL ”

24, Attachments

The following, completed in‘accordance with the requiréments of Onshore Oil-and Gas Order No. {, shall be attached to this form:

I Well plat certified by a registered surveyor. 4. Bond to cover the operations unless covered by anlexisting bond on file (sec
2. A Drilling Plan. Item 20 above).
3. A Surface Use Plan (i the location is on National Forest System Lands, the . 5. Operator certification
SUPO shall be filed with the appropriate Forest Service Office). 6. Such other site specific information and/or plaus as may be required by the
authorized ofticer.
25. Signature Name (Printcd/Typed) Dafe
{Electronic Submission) LINDA GOOD Ph: 405-767-4275 11/12/2007
T Title

FEDERAL REGULATORY ANALYST

S Vil
" CFIELD MANAGER CARLSBAD FIELD OFFICE

Applxqanon]appm\'al docs ot warrant or cerfity the applicant holds legal or equitable title to those rights i the subject tease Which would entitie the apphcant 1o conguct
opcerations thereon.

Conditions of approval, if any, are attached. APPHOVAL FOR TWO YEARS

Title 18 U.S.C. Section T00T and Title 43 U.S.C- Section 1212, make 1t a crime for any person knowingly and willfully to make {o any depariment or agency of the Unifed
States any false, fictitious or fraudulent statements or representations as te any matter within its jurisdiction.

Additional Operator Remarks (see next page) Bureau of Land Management

Received
Electronic Submission #57108 verified by the BLM Well Information System )

Roswe : wf For CHESAPEAKE OPERATING, INC., sent to the Caslshad i
oswell Controlled Wéghrﬁﬁéwto AFMSS for processing by TESSA CISNEROS on 11/13/2007 {08T).CO077AE

APPROVAL SUBJECT TO | Fo 200

TACHED IOl ENERAL REQUIREME :
SEEATIACHEDYOR el SEALSTBUMNOSo o PSS
CONDITIONS G AFHRENAY ATTACHED LI REVISEDI

NSL - A




|

A-lditionnl Operator Remarks: !

CHESAPEAKE OPERATING, INC. RESPECTFULLY REQUESTS PERMISSION TO DRILL A WELL TO 9300' TO TEST THE
WOLFCAMP FORMATION. IF PRODUCTIVE, CASING WILL BE RUN AND THE WELL COMPLETED. IF DRY, THE WELL WILL BE
PLUGGED AND AVANDONED AS PER BLM AND NEW MEXICO OIL CONSERVATION DIVISION RJ:QU[REMENTS

PLEASE FIND THE SURFACE USE PLAN AND DRILLING PLAN AS REQUIRED BY ONSHORE ORDERNO. 1.
CHESAPEAKE OPERATING, INC. HAS AN AGREEMENT WITH THE GRAZING LESSEE, I
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 TERMS AND CONDITIONS OF
THE LEASE FOR THE OPERATIONS CONDUCTED UPON THE LEASE LANDS. |

)
)

(CHK PN 615823) ;



DISTRICT 1

1625 N, FRENCH DR, NOBDs, HM 85240

DISTRICY It

1301 W, GRAND AVEHNUR,

BISTRICT 11
1000 Rio Brazos Rd.,

DISTRICT 1V

1220 § ST. PRANCIS DR., SANTA FE, KM 67505

Aztec, NM 87410

O1L

ARTESLA, HM 08210

State of New Mexico

Energy, Minerats end Natural Resources Departuacat

CONSERVATION DIVIS
1220 SOUTH ST. PRANCIS DR.
New Mexico 87505

.‘:S'a nta Fe,

WELL LOCATION AND ACREAGI’

DPDICATION PLAT

Form C~-1062

!RPV“N’A! October 12, 2005

[ON

Subinnt Lo Appropriate Distyiclt Office
| Stale Lease --

4 Copies

Pee Lease - O Coples

I[J AMENDED KEPORY

OR A NON-STANDARD UNIT HAS BEEN APPROVFD BY THE DIVISION

APl Number ) “{-— Poo!l Code Pool Name
C‘]b' i?..] UM((QS- BQ L‘qu\d Qﬂ.nu\ r/\ (‘LJCI‘F‘\:‘_.«.D
Propert. de Property Name \ ) Wett Number I
3,0442? DEER CANYON 24 FEDERAL | 1H
"0GRID No. Operator Name ! Elevution
1109 CHESAPEAKE OPERATING, INC. L4325
Surface Location ;
UL or lot No. Section Tawnship Range Lot ldn Peet from the North/South line Feet from the East/West line County
D 24 20-S| 21-E 1310 NORTH 120 WEST EDDY
Bottom Hole Location If Different From Surface !
UL or lot Ne, Section Township Range Lot {dn Feet from the North/South line Feel from the Eaat:/Weat line County
2 24 20— 21-E 1980 NORTH 660 EAST EDDY
Dedicated Acres Joint or Intill Consolidation Code Order No. |
3A0 !
NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED

4304.3 R 43418 l-
fd BOTTOM HOLF™® ]-
oy o Y=567138.6 N
’ , 3! ’ X=374464.8 E f \
i 600" [N ‘8
l 4305.6 4341.4 l b
41.56 AC

OPERATOR CERTIFICATION

I heroby cerufj: that the information
herein fs true and complete to the best of
my knowledge and belief, and that this
organization either owns a working inleresi
or unleased mmeral Interest in the land
including the proposed bottom hole location
or has a right to drifl this well at this
location pumuanl to a contract with an
owner of such mineril-orworking inlerest,
or to & voluntary pgoling Ygreement or a
. compul:ary poalin on'er

eretofore enfered

SURVEYOR C;ERTIF[CATION

GEODETIC COORDINATES
NAD 27 NME
SURFACE
Y=567837.1 N
X=369956.8 £

LAT. =32.560383" N
LONG.=104.755420" W

42 18 AC

|
I hereby cerlify thal the well location
shown on this plat was plotted from freld
noles of actusl surveys made by me or
under my supervision, and that the same is
true and correct to the best of my behef.

Slgpatut‘c ¥

Prbfessmna

GARY EIDSON
RONALD J EIDSON

Certificate No. 12641¢

3239

1

EXHIBIT_A-/




SECTION 24, TOWNSHIP 20 SOUTH,

RANGE 271 EAST, NM.P.M.,

EDDY COUNTY. NEW MEXICO
4304.3’ 600° . 4341.8'
150’ NORTH
OFFSET
4323.8°
D]

DEER CANYON 24 FEDERAL #1H

5 150° WEST 150" EAST X
S OFFSET O o) O OFFSET 8
4321.1 ELEV. 4325.4° 4334.2
LAT.=32.560383° N
LONG.=104.755420° W
0
150" SOUTH
OFFSET
4326.3'
4305.6" 600’ L 4341.4°
i
i
DIRECTIONS TO LOCATION ;
FROM THE INTERSECTION OF CO. RD. #12 100 0 100 200 Feet
(ARMSTRONG RD.) AND CO RD. #24 (DEER e ' |
CANYON RD.) GO SOUTHWEST ON ARMSTRONG RD. Scale:1"=100
APPROX. 3.9 MILES. TURN RIGHT AND GO ‘
NORTHWEST APPROX. 0.6 MILES TO AN EXISTING
DRYHOLE PAD AND PROPOSED ROAD SURVEY AT CHESAPEAKE OPERATING, INC.
THE NWe OF EXISTING WELL PAD. FOLLOW ROAD oeen Cavom 24 revErAL #7 WELE
SURVEY NORTH APPRCX. 0.5 MILES. THIS
LOCATED 1310 FEET FROM THE NORTH LINE
LOCATION IS APPROX. 212 FEET SOUTHWEST. AND 120 FEET FROM THE WEST LINE OF SECTION 24,
TOWNSHIP 20 SOUTH, RANGE 21 EAST, NM.P.M.,
f PROVIDING SURVEYING SERVICES EDDY COUNTY, NEW MEXICO.
| JOHN WESC‘Z%ngoG COMPANY Survey Date: 06/21,/07  |Sheet 1 of 1 Sheets
 HOBBS, NM, 88240 W.0. Number: 07.11.0756 | Dr By: J.R. Rev 1:N/4
(3 Rstir Dote: 06,/28,07 |Disk. CD #7 | 07110756 | |Scale:1 "= 100"

EXHIBIT _A<A




LOCATION VERIFICATION MAP

i 4
/

.| _DEER CANYON 24 FEDERAL #1H |

: 1 /
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PRIV
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SCALE: 17

|
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SEC._24 _TWP.20-S RGE._21-E

SURVEY. N.M.P.M.

COUNTY__EDDY __ STATE_NEW MEXICO

DESCRIPTION_1310" FNL & 120" FWL

ELEVATION 4325’

CHESAPEAKE

OPERATOR OPERATING, INC.

LEASE DEER CANYON 24 FEDERAL

U.S.G.S. TOPOGRAPHIC MAP
STRYCHNINE DRAW, N.M.

CONTOUR INTERVAL:

STRYCHNINE DRAW, N.M. — 20°

BOX CANYON RANCH, N.M. -

PROVIDING SURVEYING SERVICES
SINCE 1946
JOHN WEST SURVEYING COMPANY
412 N. DAL PASO
HOBBS, NM. 88240
{505) 3939117 ;
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ORSHORE OKRNER NO, 1 CONFIDENTIAL - TIGHT HOLE

Chesapeake Operating, inc, Lease Coniract No. Nk1i102001
Jeer Canyon 24 Federal 1H
SL: 1310’ FNL & 120’ FWL DRILLING PLAN

BL: 1880" FNL & 660' FEL
Section 24-208-21E
Eddy County, NM Page |

ONSHORE OIL & GAS ORDER NO. 1
~ Approval of Operations on Onshore
Federal and Indian Oil and Gas Leases

All lease and/or unit operations are to be conducted in such a manner that full
compliance is made with the applicable laws, regulations (CFR 43, Part 3160) and the
approved Application for Permit to Drill. The operator is considered fully responsible for
the actions of his subcontractors. A copy of the approved APD must be on location
during construction, drilling and completion operations.

Approval of this application does not warrant or certify that the applicant holds
legal or equitable title to those rights in the subject lease, which would entitle the
applicant to conduct operations thereon.

1. FORMATION TOPS
The estimated tops of important geologic markers are as follows:

Formation Subsea Depth
Glorieta 2300 2075
Tubb 1490 2885
Abo 850 3525
*Wolfcamp -236 4611
TD (vertical) 5200
TVD at BHL Approx. 4680 |
MD Approx. 9300 |,

2. ESTIMATED DEPTH OF WATER, OIL, GAS & OTHER MINERAL BEARING |
FORMATIONS '

The estimated depths at which the top and bottom of the anticipated water, oil, gas
or other mineral bearing formations are expected to be encountered are as follows:

Substance Formation Depth
Oil/Gas Wolfcamp 4661

All shows of fresh water and minerals will be repor'ted and protected.

Created by Neevia Document Convetter trial version http://www.neevia.}oom



ONSMORE ORDER MO. 4 CONFIDEMTIAL - TIGHT HOLE

Chesapeake Operating, inc. l.ease Contract Mo, NIANM102001
Deer Canyon 24 Foderal 1H
SL: 1310° FNL & 120’ FWL DRILLING PLAN

Bl.: 1980' FNL & 660’ FEL
Ssction 24-208-21E .
Eddy County, Ny Page 2

3. BOP EQUIPMENT:

Will have a 3000 psi simplified rental stack (see proposed schematic) for drill out
below surface casing; this system will be tested to 2000 psi working pressure.

Will have a 5000 psi rig stack (see proposed schematic) for drill out below
intermediate casing; this system will be tested to 3000 psi working pressure.

Chesapeake Operating, [nc.'s minimum specifications for pressure control
equlpment are as follows;

1. BOP, Annular, Choke Manifold, Pressure Test - See Exhibit F.

A. Equipment
1. The equipment to be tested includes all of the following that is installed on the
well:
(@) Ram-type and annular preventers,
(b) Choke manifolds and valves,
{(¢) Kill lines and valves, and
(d) Upper and lower kelly cock valves, inside BOP’s and safety valves.

B. Test Frequency
1. All tests should be performed with clear water,
(@) when installed,
{(b) before drilling out each casing string,
(¢) at any time that there is a repair requiring a pressure seal to be broken in
the assembly, and
(d) atleast once every 30 days while drilling.

C. Test Pressure

1. In some drilling operations, the pressures to be used for low and high- pressure
testing of preventers and casing may be different from those given below due to
governmental regulations, or approved local practices.

2. If an individual component does not test at the low pressure, do nof, test to the
high pressure and then drop back down to the low pressure.

3. All valves located downstream of a valve being tested must be placed in the
open position.

4. All equipment will be tested with an initial “low pressure” test at 250 psi.

5. The subsequent “high pressure” test will. be conducted at the rated working
pressure of the equipment for all equipment except the annular preventer. |

8. The “high pressure” test for the annular preventer will be conducted at 70% of

7. the rated working pressure. :

8. Arecord of all pressures will be made on a pressure-recording chart. ;

l
1

D. Test Duration




ONEHORE ORDER NQ. 1 COMNFIDENTIAL ~ TIGHT HOLE

Chesapeake Qperating, Inc. l.ease Cantract No. NVIN102G01
Deer Conyon 24 Federal 1H
SL: 1310 FNL 8 120' FWL DRILLING PLAN

BL: 1980° FNL & 660’ FEL
Section 24-208-21E
Eddy County, N Page 3

ll. Accumulator Performance Test

A. Scope

1. The purpose of this test is to check the capabilities of the BOP control systems,
and to detect deficiencies in the hydraulic oil volume and recharge time.

B. Test Frequency

1. The accumulator is to be tested each time the BOP’s are tested, or any time a
major repair is performed.

C. Minimum Requirements
1. The accumulator should be of sufficient volume to supply 1.5 times the volume
to close and hold all BOP equipment in sequence, without recharging and the
pump turned off and have remaining pressures of 200 PSI| above the

precharge pressure.

2. Minimum precharge pressures for the various accumulator systems per
manufacturers recommended specifications are as follows:

3.
System Operating Pressures Precharge Pressure
1500 PSI 750 PSI
2000 PSI 1,000 PSI
3000 PSI 1,000 PSI

3. Closing times for the Hydril should be less than 20 seconds, and for the ram-
type preventers less than 10 seconds.

4, System Recharge time should not exceed 10 minutes.

D. Test Procedure
1. Shut accumulator pumps off and record accumulator pressure.

2. In sequence, close the annular and one set of properly sized pipe rams:, and
open the HCR valve.

3. Record time to close or open each element and the remaining accumulator
pressure after each operation. '

4. Record the remaining accumulator pressure at the end of the test sequence. Per
the previous requirement, this pressure shouid not be less than the following
pressures:

Created by Neevia Document Converter trial version http,://www.neevia?.oom




ONSHORE QRDER MO.
Ghesapeake Operating, nc.
Deer Canyon 24 Federal 1H
SL: 13107 FNL & 120" FWL
BL: 1980' FNL & 660’ FEL
Section 24-208-214

Eddy County, NM

System Pressure

1,500 PSI
2,000 PSI
3,000.PS|

Remaining Pressure At Conclusion of

CONFINDENTIAL -~ TIGHT HOLE
L.ease Contract No. NWINM’KOZOM

DRILLING PLAN

Test

950 PSI
1,200 PSI
1,200 PSI

Page 4

5. Turn the accumulator pumps on and record the recharge time. This time should
not exceed 10 minutes.

6. Open annular and ram-type preventers. Close HCR valve,

7. Place all 4-way control valves in full open or full closed position. Do _not
leave in neutral position.
4, CASING AND CEMENTING PROGRAM

a. The proposed casing program will be as follows:

- : Hole - | Gasing O N
Purpose interval Size Size | Weight | Grade | Thread | Condition
Surface 0-300° 17.5" | 13.375" 1 48.0 H-40 STC New

Intermediate 0-1500° 11.0" 8.625" 32.0 Qg~5 Y1 STC . New
Production 0-9006' 7.875" 55" 17.0 N-80 LTC New

b. Casing design subject to revision based on geologic conditions encountered.
¢. Casing Safety Factors:
13-3/8" Surface Casing: SFb = 1.44, SFc =5.27 and SFt = 2.11

8-5/8" Intermediate Casing: SFb = 1.34, SFc = 1.95 and SFt=2.15

5-1/2" Production Casing: SFh = 1.94, SFc = 1.44 and SFt=1.95

d. The cementing program will be as follows:

i

Washouti Excess

Interval Type Amount Yield
0" =300 35.65 Poz.C 120 2.101.34 0 100
Class C (100’ - sect TD) 204 0 70
0 - 1500' 35:65 Poz.C 249 2.101.34 0 75
Class C (900" — sect TD) 192 0 50
1100" - 9006 TXI LW 1313 1.26 0 20
(1100’ -~ sect TD)

Created by Neevia Document Converter trial version http/;Awww.neevia.com




ONSHORE ORDER NO. A

Chesapeake Operating, fne,

Deer Canyan 24 Foderal 1H
SL: 1310’ FNL & 120’ FWL
BL: 1980' FNL & 660’ FEL
Section 24-208-21E

Eddy County, NM

5. MUD PROGRAM

CONFIDENTIAL -
Lease Contract No. MW NM102001

TIGHT HOLE

DRILLING PLAN

Page 5

a. The proposed circulating mediums to be used in driling are as follows:

Interval Mud Type Mud Weight Viscosity Fluid Loss
. Q' — 300 water 8.4-92 28 - 32 NC
o 300’ — 1500 brine 9.9 - 10.1 30-32 NC
1500' — 9006 water base 8.6-93 28 - 36 5-10
A closed system will be utilized consisting of above ground steel tanks. All wastes

accumulated during drifling operations will be contained in a portable trash cage and
removed from location and deposited in an approved sanitary landfill.

A mud test shall be performed every 24 hows after mudding up to delermine, as

applicable: density, viscosity, gel strength, filtration, and pH.

6. TESTING, LOGGING AND CORING

The anticipated type and amount of testing, logging and coring are as follows:

a. Drill stem tests are not planned. -

b. The logging program will consist of Natural GR, Density-Neutron, PE & Dual
Laterolog from TD to surface casing; Neutron-GR surface casing to surface.

¢. Cores samples are not planned.

7. ABNORMAL PRESSURES AND HYDROGEN SULFIDE

a. The estimated bottom hole pressure is 2340 psi (0.45 psi/fft @ 5,200' tvd. No

abnormal pressures or temperatures are anticipated.

b. Hydrogen sulfide gas is not anticipated

Created by Neevia Document Converter trial version hitp://www.neevia,com
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e e e

RIG 142

Closed Loop System

Mud

Suction Pit

Shale Pit

House T

#2

Pump

#1
Pump

165’
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House

55°

A\

A

| Gen. House 1

]—Water Tank |

I Water Tank l

Bbttom Dog Houde

l Diesel Tank ’

| 0il Tank

|

CELLAR 8 X & X 6
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Bunk House

Trailer

707
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100°
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Box Rack | Rack
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A
150° 30°
" l
75> Pipe | Pipe
Rack | Rack
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WELL

RIG

BLOWOUT PREVENTOR SCHEMATIC
CHESAPEAKE OPERATING INC

: Patterson 142

COUNTY  : Eddy

: Deer Canyon 24 Fed #1H

STATE: New Mexico
OPERATION: Drill out below 13-3/8" Casing (11" hole size)

SIZE_PRESSURE  DESCRIPTION
A |13-5/8"| 500 psi Rot Head
B |13-5/8" 3000 psi Spacer Spool
C {13-5/8" 3000 psi Annular
D |13-5/8"| 3000 psi Mud Cross
E [13-5/8"| 3000 psi Spacer Spool
DSA 13-5/8" 3M x 13-5/8" 3M (if needed)
A-Sec 13-3/8" SOW x 13-5/8" 3M

Kill Line
SiZE PRESSURE  DESCRIPTION
2" 5000 pst Check Valve
2" 5000 psi Gate Valve
2" 5000 psi Gate Vaive

B
in | m
5_.“
N 7
c i
f }
L% L5
0 —
m m
L |
[ DSA (if needed)
L L4
E
asec U Choke Line
SIZE _PRESSURE _ DESCRIPTION;
| 4" | 5000 psi Gate Valve |
4" 5000 psi HCR Valve

EXHIBIT



BLOWOUT PREVENTOR SCHEMATIC
CHESAPEAKE OPERATING INC

WELL : Deer Canyon 24 Fed #1H
RIG : Patterson 142
COUNTY  : Eddy STATE: New Mexico

OPERATION: Drill out helow 8-5/8" Casing (7-7/8" hole size)

SIZE PRESSURE  DESCRIPTION
Al 11" 500 psi Rot Head
B| 11" 5000 psi Annular
C{ 11" | 5000 psi Pipe Rams
D{ 11" | 5000 psi Blind Rams
E| 11" | 5000 psi Mud Cross
A

DSA 11" 5M x 11" 6M (only if needed)

B-sec 13-5/8" 3M x 11" 5M

A-Sec 13-3/8" SOW x 13-5/8" 3M

B-Sec

Kill Line Choke Line
SIZE PRESSURE DESCRIPTION SIZE PRESSURE  DESCRIPTION:
2" 5000 psi Check Valve 4 5000 psi Gate Valve
2" | 5000 psi Gale Valve 4 5000 psl HCR Valve :
2" 5000 psi Gate Valve '

EXHIBIT _F-&



CHOKE MANIFOLD SCHEMATIC

CHESAPEAKE OPERATING, INC.

WELL : Deer Canyon 24 Fed #1H

RIG . Patterson #142
COUNTY : Eddy

STATE : New Mexico
OPERATION: Drilling below/beyond 13-3/8" surface casing

g

—

CHOKE LINE TO BOP STACK

A
B
B
4-1/16" 5000 psi HCR Valve
B
B
A

2" LINE TOPIT

_

2"LINETORIT '

(4-1/16" 5000 psi Gate Valve and [ c 4"LINETOPIT
upstream of choke manifold)
SIZE PRESSURE DESCRIPTION
A |2-1/16" [ 5000 psi Manual Choke
B {2-1/16" 5000 psi Gate Valve
C j4-1/116"| 5000 psi Gate Valve

EXH:BiT £ 3



CHESAPEAKE OPERATING, INC,

Deer Canyon 24 Federal #1H
1310'N & 120'W Sec. 24-20-21
Eddy County, New Mexico

N I &

t i

General sealing of valves and sales by
tank gauging. Production phase: all drain
valves (D1-D4) and sales valves (L.1-L3)
sealed closed. Sales phase: the tank from
which sales are belng mads will be Isolated
by seallng closed the drain, fill, and any
equatizer valves during sales. Draining
phase: the tank being drained wlil he
isolated by sealing closed the sales, fill,
equalizer valves and drain valves on the
other tanks.

A
oCesSa 4r

Deer Canyon 24 Federal #1H

S9N LORRoO|Y

Ft.

oed
»ors

This lsase Is subject to
Chesapeake's Site Sscurty Plan
jocalad at 6100 N, Waslemn
Okiahoma City, OK 73118

DEER CANYON 24 FEDERAL #1H

Direction of Flow off Site: N

Prepared by: DEBBIE HERNANDEZ Approved by: [
Date: 8-22-2007 Date: Revised Exhibit C




PROJECT DETAILS: NM - Eddy - Morrow Proiect

SITE DETAILS: Deer Canyon 24 Fed #1H

Northing: Geodetic SystemiJS State Plane 1527 (Exact soiution)

e b s e A

LI

7

True Vertical Depth (600 ft/in)

Site: Deer Canyon 24 Fed #1H Grouniafgcg:: 0.0
Design: Plan #1 WELL @ 0.0ft (Original Well Elev)

SECTION DETAILS

Sec MD Inc Azi TVD +N/-S§ +E/-W DLeg TFace VSec Target

Datum: NAD 1927 (NADCON CONUS)

Ellipsoid: Clarke 1866

Zone: New Mexico East 3001

System Datum: Ground Level

1 00 000 000 00 00 00 000 000 00 2000
241700 0.00 0.00 41700 0.0 00 000 000 00
34921.0 90.00 98.81 46481 732 4725 11.98 98.81 478.1 ;
49006.0 90:00 98.81 4648.1 -693.9 4509.3 0.00 0.00 4563.1 S | | 1000
: o
3QUU=F I T :
4 3000 o et 4000
| e et 12000
3600 —-nreee oo e
: e e 3000
4 ! Target Centerline
| R 4680° TVD @ 0' VS ’
R ; o%dip - ——008
T o000 ;
4200~~~ e e e ; | ;
A | 000 0 1000 2000 3000 4000 5000
3 West(-)/East(+)
48008000 0 .. 7000800 ______ 8000
5400 l T T T i T T ki i' T T 1 : T T H T i H T T T i T T T ’ 1§ T v T T i N il T 4 . T T T -WA\!
0 600 1200 1800 2400 3000 3600 4200 4800 5400

Vertical Section at 98.81° (600 ft/in)




Chesapeake Operating Inc Proposed Well Schematic (drilling)

Well ¢ Deer Canyon 24 Fed #HH
Field : North Eddy — Pioneer Wolfcamp Prospect
County ¢ Eddy State © NM

KB Elev o 4,343 Grd Elev : 4,325

Surf Loc. . Section 24-208-21E, 1,310" FNL & 120" FWL,
BH Loc. 1 Section 24-208-21E, 1,980" FNL & 660’ FEL
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Permian District

NM - Eddy - Morrow Project
Deer Canyon 24 Fed #1H
Well #1

Wellbore #1

Plan: Plan #1

Standard Planning Report

17 December, 2007
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True Vertical Depth (600 {tin)

SITE DETAILS: Deer Canyon 24 Fed #1H

PROJECT DETAILS: NM - Eddy - Morrow Project

Site. Ceer Canyon 24 Fed #1H
Design: Plan #1
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Ground Level: 0.0
WELL @ 0.0ft (Original Well Elev)
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Datum: NAD 1927 (NADCON CONUS)
Ellipsoid: Clarke 1866
Zone: New Mexico East 3001
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ONEHORE ORBER NO. 1 CONFIDENTIAL -~ TICGHT MOLE
Chesaneake Operating, ihc.
Deer Canyon 24 Federal 1+ Leaze ido. RiGNMIOEE0

SL: 1310’ FNL & 120" FWL
BL.: 1980° FNL & 660’ FEL
Section 24-205-218 SURFACE USE PLAN
Eddy County, Niyl Page 1
ONSHORE OIL & GAS ORDER NO. 1
Approva] of Operations on Onshore
Federal and Indian Oil and Gas Leases

1. 7 EXISTING ROADS

a. Existing county and lease roads will be used to enter proposed access
road.
“ b, Location, access, and vicinity plats attached hereto. See Exhibits A-1
to A-4.

2. . PLANNED ACCESS ROADS
Toa. An existing access road 3119’ in length and 14’ in travel way width with
a maximum disturbance area of 30’ will be used, and in accordance
with guidelines set forth in the BLM Onshore Orders. No turnouts are

expected,

b. In order to level the location, cut and fill will be required. Please see
attached Well Location and Acreage Dedication Plat ~ Exhibits A-1 to

- A4

c. A locking gate will be installed at the site entrance.

d. Any fences cuf will be repaired. Cattle guards will be installed, if
needed.

e. ' Surface disturbance and vehicular travel will be limited to the approved

location and approved access route. Any additional area needed will
. be approved in advance.
7 Driving directions are from the mtersect{on of County Rd #12
(Armstrong Rd) and County Rd #24 (Deer Canyon Rd) go Southwest
- on Armstrong Rd approx. 3.9 miles. Turn right and go Northwest
! approx. 0.6 miles fo an existing dryhole pad and proposed road survey
at the Northwest corner of existing well pad. Follow road survey North
approx. 0.5 miles. This location os approx. 212 feet Southwest.

3. LOCATION OF EXISTING WELLS WITHIN A 1-MILE RADIUS OF THE
PROPOSED LOCATION - see Exhibit B.

4, LOCATION OF PRODUCTION FACILITIES

It is anticipated that production facilities will be located on the well pad. The
Chesapeake allocation meter will be on the well pad. We plan to lay 19,536
of 4 SDR 7 poly pipe on top of the ground. The gas from is well will be
purchased by Agave Gas Co. and Chesapeake may tie this gas into a third
party and pay transportation charges to accomplish gas sales. The gas sales
line to Agave will follow existing roads to the Agave line. One county road
crossing will be required. Agave will measure the gas at the connection point.
~ See Exhibit C

Created by Neevia Document Converter trial version http://www.neevi:a.com



ONSHORE ORDER NGO, 1 CONFIDEMTIAL . TIGHT KOLE
Chesapeake Operating, Inc.

Deer Canyon 24 Federal 1H Lzzse Mo, NNWMI0Z001
SL: 1310’ ENL & 120’ FWL

BL: 1980° FNL & 660’ FEL

Section 24-205-21E SURFACE USE PLAN

Eddy County, NM Page 2

5.

10.

11.

LOCATION AND TYPE OF WATER SUPPLY
Water will be obtained from a private water source. Chesapeake Operating,
Inc. will ensure all proper notifications and filings are made with the state.

CONSTRUCTION MATERIALS
No construction materials will be used from Section 24-20S-21E. All material
(i.e. shale) will be acquired from private or commercial sources.

METHODS FOR HANDLING WASTE DISPOSAL

A closed system will be utilized consisting of above ground steel tanks. Al
wastes accumulated during drilling operations will be contained in a portable
trash cage and removed from location and deposited in an approved sanitary
landfill.

ANCILLARY FACILITIES
None

WELLSITE LAYOUT

The proposed site layout plat is attached showing Patierson Rig #142
orientation and equipment location. See Exhibit D. Also see Exhibit A for the
size of the pad.

PLANS FOR RECLAMATION OF THE SURFACE
The location will be restored to as near as original condition as possible.
Reclamation of the surface shall be done in strict compliance with the existing
New Mexico Oil Conservation Division regulations.

Backfilling leveling, and contouring are planned as soon as the drilling rig and
steel tanks are removed. Wasies and spoils materials will be buried
immediately after driliing is completed. !f production is obtained, the unused
area will be restored as soon as possible. The rehabilitation will begin after
the drilling rig is removed.

SURFACE & MINERAL OWNERSHIP
United States of America

Department of Interior

Bureau of Land Management

GRAZING LESSEE

Deer Canyon Ranch, Inc.

P.O. Box 14852

Hope, NM 88250 Attn: Larry Mason

Created by Neevia Document Converter trial version http://www.neevia.com
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ONSHORE ORDER 0. 1 CONFIDENTIAL — TIGHT HOLE

Cheszpeake Operating, lic.

Deer Canyon 24 Federal 14 Lezze No, NIMNIT0Z009

SL: 1310’ FNL & 120° FWL

BL: 1980" FNL & 660’ FEL

Section 24-203-21E SURFACE USE PLAN

Eddy County, N Page 3
{Chesapeake Operating, Inc. has an agreement with the grazing lessee)

12.  ADDITIONAL INFORMATION

A Class [l cultural resource inventory report was prepared by Boone
Archaeological Services, Carlsbad, New Mexico for the proposed location. A
copy of the report has been sent to the BLM office under separate cover and
is also attached for reference. See Exhibit E.

Chesapeake Operating, Inc. agrees to be responsible under the terms

and conditions of the lease for the operations conducted upon the lease
lands.

13. QOPERATOR'S REPRESENTATIVES

Drilling and Completion Operations Sr. Drilling Engineer
Jarvis Hensley : Randy Patterson

District Manager — Northern Permian P.O. Box 14896

P.Q. Box 18496 Oklahoma City, OK 73154
Oklahoma City, OK 73154 (405) 767-4056 (OFFICE)
(405) 879-7863 (OFFICE) (405) 767-4225 (FAX)

(405) 879-9529 (FAX) (405) 388-9002 (MOBILE)
jhensley@chkenergy.com rpatterson@chkenergy.com
Field Representative Assett Manager

Curtis Griffin Jeff Finnell

1616 W. Bender : P.O. Box 18496

Hobbs, NM Oklahoma City, OK 73154-0496
505-391-1462 (OFFICE) 405-767-4347 (OFFICE)
505-391-6679 (FAX) 405-879-7930 (FAX)
cariffin@chkenergy.com jfinnell@chkenergy.com

Regulatory Compliance
Linda Good

Regulatory Analyst

P.O. Box 18496
Oklahoma City, OK 73154
(405) 767-4275 (OFFICE)
(405) 753-5468 (FAX)
lgood@chkenergy.com

Created by Neevia Document Converter trial version http://www.neevfa.oom



ONSHORE ORDER NO. 1 CONFIDENTIAL - TIGHT HOLE

Chesapeake Operating, Inc. : Lease No.102001
Deer Canyon 24 Federal 1H
SL: 1310’ FNL & 120’ FWL OPERATOR CERTIFICATION

BL: 1980’ FNL & 660’ FEL
Section 24-208-21E
Eddy County, NiM PAGE 1

CERTIFICATION

| hereby certify that |, 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 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 a
false statement. /"
/

Executed thi

dayof  Movember 1206

P

Address: P.O. Box 18496, Oklahoma City, OK 73154-0496

Telephone: _ 405-848-8000

Field Representative: Curtis Griffin

Telephone: 505-391-1462 Ext 6238

E-mail: cariffin@chkenergy.com
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Cave and Karst

Cave/Karst Surface Mitigation
The following stipulations will be applied to minimize impacts during construction, drilling and
production.

Berming:
Any tank batteries will be constructed and bermed large enough to contain any spills that
may occur.

Bermed areas will be lined with rip-stop padding to prevent tears or punctures in liners
and lined with a permanent 20 mil plastic liner.

Cave/Karst Subsurface Mitigation
The following stipulations will be applied to protect cave/karst and ground water
concerns:

Rotary Drilling with Fresh Water:

Rotary drilling techniques in cave or karst areas will include the use of fresh water as a
circulating medium in zones where caves or karst features are expected. Use depth to the
deepest expected fresh water as listed in the geologist report.

Casing:

All casing will meet or exceed National Association of Corrosion Engineers specifications
pertaining to the geology of the location and be run to American Petroleum Institute and BLM
standards.

Lost Circulation:
ALL lost circulation zones from the surface to the base of the cave occurrence zone will be
logged and reported.

Regardless of the type of drilling machinery used, if a void (bit drops) of four feet or
more and circulation losses greater then 75 percent occur simultaneously while drilling in
any cave-bearing zone, drilling operations will immediately stop and the BLM will be
notified by the operator. The BLM will assess the consequences of the situation and work
with operator on corrective actions to resolve the problem. .

Abandonment Cementing:
Upon well abandonment the well bore will be cemented completely from 100 feet below
the bottom of the cave bearing zone to the surface.

Record Keeping:

The Operator will track customary drilling activities, including the rate of penetration,
pump pressure, weight on bit, bit drops, percent of mud returns, and presence of absence

Page 4 of 17



VIil. DRILLING
A. DRILLING OPERATIONS REQUIREMENTS

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

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

X Eddy County
Call the Carlsbad Field Office, 620 East Greene St., Carlsbad, NM 88220,
(575) 361-2822

1. Hydrogen Sulfide has been reported in minor concentrations measuring less
than 10 ppm in this area. If Hydrogen Sulfide is encountered, please report
measured amounts to the BLM.

2. 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.

3. Floor controls are required for 3M or Greater systems. These controls will be on the
rig floor, unobstructed, readily accessible to the driller and will be operational at all
times during drilling and/or completion activities. Rig floor is defined as the area
immediately around the rotary table; the area immediately above the substructure on
which the draw works are located, this does not include the dog house or stairway
area.

B. CASING

1. The 13-3/8 inch surface casing shall be set at approximately 300 feet and cemented
to the surface.

a. If cement does not circulate to the surface, the appropriate BLM 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.

b. Wait on cement (WOC) time for a primary cement job will be a minimum 18
hours for a water basin, 24 hours in the potash area, or 500 pounds
compressive strength, whichever is greater. (This is to include the lead
cement). Please provide WOC times to inspector for cement slurries. .
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. ¢. Wait on cement (WOC) time for a remedial job will be a minimum of 4 hours
after bringing cement to surface or 500 pounds compressive strength,
whichever is greater.

d. 1f ccment falls back, remedial action will be done prior to drilling out that
string,

Fresh water mud to be used to setting depth of intermediate casing.

High cave/karst. :

Possible lost circulation in the San Andres, Glorietta, and Wolfcamp formations.
Possible high pressure gas in the Wolfcamp formation.

2. The minimum required fill of cement behind the 8-5/8 inch intermediate casing is:

‘X Cement to surface. If cement does not circulate see B.1.a-d above.
Please provide WOC times to inspector for cement slurries.

Formation below the 8-5/8” shoe to be tested according to Onshore Order 2.1ILB.1.i.
3. The minimum required fill of cement behind the 5-1/2 inch production casing is:
Cement should tie-back at least 200 feet into previous casing string. Operator
shall provide method of verification. Please provide WOC times to
inspector for cement slurries,

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

C. PRESSURE CONTROL

1. All blowout preventer (BOP) and related equipment (BOPE) shall comply with well
control requirements as described in Onshore Oil and Gas Order No. 2 and APIRP 53
Sec. 17.

2. The appropriate BLM office shall be notified @ minimum of 4 hours in advance for a
representative to witness the tests.

a. The tests shall be done by an independent service company.
b. The results of the test shall be reported to the appropriate BLM office.

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

d. 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.

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

D. DRILLING MUD

Mud system monitoring equipment, with detrick floor indicators and visual and audio
alarms, shall be operating before drilling into the Wolfcamp formation, and shall be used
until production casing is run and cemented.

E. DRILL STEM TEST

If drill stem tests are performed, Onshore Order 2.IIL.D shall be followed.

Engineer on call phone (after hours): Carlsbad: (575) 706-2779

WWI 122707
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FW: DEER CANYON 24 FEDERAL 1H (615823) APPROVED APD & MEMO DISTRIBUTION Page 1 of 2

Arrant, Bryan, EMNRD

From: Arrant, Bryan, EMNRD

Sent:  Tuesday, January 15, 2008 2:13 PM
To: '‘Shay Stricklin'

Cc: ‘Linda Good'; 'Craig Barnard'
Subject: FW: DEER CANYON 24 FEDERAL 1H (615823) APPROVED APD & MEMO DISTRIBUTION

I'm sorry, | need to make myself more clear as to how the OCD picks the top of the Wolfcamp formation.

On the Trilogy Operating, Inc.'s Mad Max # 2 well its where the neutron and density begins to curve to the left.
In this case it is @ 4560'.

Not at the point where the formation changes to a limestone.

If any of your staff members have any questions, please have them call me.

Bryan Arrant
505-748-1283 ext. 103

From: Arrant, Bryan, EMNRD

Sent: Tuesday, January 15, 2008 2:01 PM

To: 'Shay Stricklin'

Cc: 'Linda Good'; 'Craig Barnard'

Subject: RE: DEER CANYON 24 FEDERAL 1H (615823) APPROVED APD & MEMO DISTRIBUTION

Hi Shay,
The API # for this well will be: 30-015-36038.

Please note that (as you may already be aware) the penetration point of the Wolfcamp is non-standard and will need a NSL
approval to produce.

This is based on my review of the directional planning report.

In respect to the top of the Wolfcamp formation, the Trilogy Operating, Inc.'s Mad Max # 2 is located in the same section to the
southeast of the proposed surface location. On this well, | picked the top of the Wolfcamp to be @ 4560'.

The OCD._in District 1l picks the top of the Wolfcamp as where the anhydrite 'plays out' and where the neutron and density curves
comes

together just before the formation goes into a limestone.

When we get this application scanned, I'll outline the project area and producing area for reference.

Please outline these on horizontally drilled wells in the future on the C-102s.

I intend to place this application in the Undesignated Buzzard Canyon; Wolfcamp Gas Pool, which lies directly to the west.
Thanks for your help,

Bryan G. Arrant

District Il Geologist

New Mexico Qil Conservation Division
1301 West Grand Ave.

Artesia, NM 88210

505-748-1283 Ext. 103

CC: Well File

From: Shay Stricklin [mailto:shay.stricklin@chk.com]

Sent: Tuesday, January 15, 2008 10:25 AM

To: Arrant, Bryan, EMNRD

Subject: FW: DEER CANYON 24 FEDERAL 1H (615823) APPROVED APD & MEMO DISTRIBUTION

1/15/2008



FW: DEER CANYON 24 FEDERAL 1H (615823) APPROVED APD & MEMO DISTRIBUTION Page 2 of 2

From: Linda Good
Sent: Monday, January 14, 2008 3:41 PM

To: Todd Nance; Jarvis Hensley; Curtis Blake; Curtis Griffin; Lynda Townsend; Sara Caldwell; Jeff Finnell; Keith Dudley; Shay Stricklin; Misty Baeza; Kimberly
Hemmingson; Steve Steadham; Randy Rodrigue; Stacey Tubbs

Subject: DEER CANYON 24 FEDERAL 1H (615823) APPROVED APD & MEMO DISTRIBUTION

Please review the attached file.
<<Approved APD & Memo.pdf>>
Thank you,

Linda Good

Chesapeake Energy Corporation
Regulatory Compliance Specialist
P.O. Box 18496

Oklahoma City, OK 73154
Phone: 405-767-4275

Bldg: The Terraces, #211

email: linda.good@chk.com

This email (and attachments if any) is intended only for the use of the individual or entity to which it is addressed, and may contain
information that is privileged, confidential and exempt from disclosure under applicable law. If the reader of this email is not the
intended recipient, or the employee or agent responsible for delivering this message to the intended recipient, you are hereby
notified that any dissemination, distribution or copying of this communication is strictly prohibited. If you have received this
communication in error, please notify the sender immediately by return email and destroy all copies of the email (and attachments
if any).

This inbound email has been scanned by the MessageLabs Email Security System.
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