.—,'\ .v :
e OPER.
S e ER. OGRID No.__ Y T{ 79 FORM APPROVED

(August 1999) PROPERTY NO. 3 2. 5 b > Exp?reLiBNI:Séx:Igg:-Ii(:)l?;OOO
' POOL CODE gq \\O 3. Lease Serial No.

NMNM77074
. IT Indian, Allottee or 1ribe Name

EFF.DATE __ 6 - /4 - 0%
APPLIC APINO. _T0. 02534730

Ta. Type of Work: g DRILL [0 REENTER C O N m‘-—r l AL — 7. I Unit or-CA Agreement, Name and No.

8. Lease Namne and Well No.
SMITH 4 FEDERAL 2 o

1b. Type of Well: 3 Oil Well sq Gas Well g Other Single Zone [ Multiple Zone
2. Name of Opera Contact: SHARON k. DRIES ] 9. APl Well No.
CHESAPEAKE OPERATING INC E-Mail: sdries@chkenergy.com B2 $-257 22
3a. Address 3b. Phone No. (include area code) 10. Field and Pool, or Exploratory
P O BOX 18496 Ph: 405.879.7985 : WTEAS YYaA@s - SQV'Q_\'\
OKLAHOMA CTIY, OK 73154 Fx: 405.879.9583 : . X
R \ WS
4 Tocation of Well (Report location clearly and in accordance with any State requirements. ¥) - I1. Sec., T., R., M., or Blk. and Survey or Area
At surface NENE 990FNL 395FEL Sec 4 T20S R33E Mer NMP
R-111-P Potosh
At proposed prod. zone R
Unid- -
14. Distance in mules and direction from nearest town or post office® » IZ.L(étzunty or Parish 13.NShtAate

15. Distance from proposed location to nearest property or 16. No. of Acres in Lease I'7. Spacing Umt dedicated to this well

lease line, ft. (Also to nearest drig. unit line, if any)
640.52 40.00

18. Distance from proposed location to nearest well, dnilling, | 19. Proposed Depth 20. BLM/BIA Bond No. on file

completed, applied for, on this lease, ft.

3500 MD
21. Elevations (Show whether DF, KB, RT, GL, etc. 22." Approximate date work will start 23. Estimated duration
3568 GL .
— /C,—é&} 7D
24. Attachments 48" <23 7
o LA
v v )

The following, completed in accordance with the requirements of Onshore Oil and Gas Order No. 1, shall be attached to thi gri'n'

an hond% file (see

1. Well plat certified by a registered surveyor. 4. Bond to cover the operation: ﬁiless cover:d«b

2. A Drilling Plan. ‘ Item 20 above). A

3. A Surface Use Plan (if the location is on National Forest System Lands, the 5. Operator certification ( " Y
SUPO shall be filed with the appropriate Forest Service Office). 6. Such other site specific info tion and/o&plax&gs‘ﬁay be requﬁred by the

authorized officer. & /
. 8] v
23. Signature Name (Printed/Typed) R _Date

(Electronic Submission) SHARON E DRIES ‘\\ - o ;',',04/01/2004

Tlti‘iUTHORIZED REPRESENTATIVE
AeroeERag S. C. Rundell - | Neme ol Tyeed) jor T in 32§ C. Rundell "VAY 2 5 700

" STATE DIRECTOR o NM STATE OFFICE

Application approval does not warrant or certify the apphcant nolds legal or equitable title to those rights in the subject lease which would entitle the applicant to conduct

operations thercon. ?PPR@VM, SUBJECT TO APPROVAL FOR 1 YEAR.

Conditions of approval, if any, are attached.

ection 1001 and Title 43 U. ection 1212, make ke to any department or agency of the United

States any falsc, fictitious or fraudulent statements or representatlons 5

Additional Operator Remarks (see next page)
‘ Electronic Submission #28961 verified bé the BLM Well Information System

For CHESAPEAKE OPERATING INC, sent to the Hobbs
Committed to AFMSS for processinn hv ARMANNA | APF7 an N4/n3/2004 104ALO066AE)
DECLARED WATER BASIN , c@,ﬁ"}é}{-ﬁ-mawmn THE S %7
. ‘.EMENT BEHIND THE 272~ CASING MUST BE _ e L2 A7 &0 \//

nfﬁf;g

mr

RILIST BE ég{&%&@’@ .
) ** BLM REVISED ** BLM REVISED ** BLM REVISED ** BLM REVISED ** BLM REVISED **

[



P

I

Additional Operator Remarks:

Chesapeake Operatin%, Inc proposes to drill a well to 3500' to test the Yates Sands formation. If
productive, casing will be run and the well will be completed. If dry, the well will be plugged and
abandoned as per BLM and New Mexico OCD requirements. '

Attached please find the Surface Use Pland and Drilling Plan as required by Onshore Orders No. 1.
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.



DISTRICT 1

P20, Box. 1680, -Hobbd: 4 8ETAI-16080°

DISTRICT T

0. Drawer DO, Artesia, NI 28201~0719

DISTRICT Il
(L1800 Blo. Bruzos Bd., Artec, NM

DISTRICT ¥

87410

o mmma WAL m—eoaa

State. of N,e'w México:
ssre, Mints mad ot Btoetons Beotriiiat

OIL CONSERVATION DIVISION

P.0. Box 2086

Santa Fe. New Mexico B87504-2088

Forro, C-102

Iizvﬁnd‘ Fehmary 16, 1dde

Submit to' .\pprwrnun: Digtrict Office
Statz Lease = 4 Capien

feo Lenae ~ 3 Coples

[y AMENDED REPORT

'WELL LOCATION AND ACREAGE DEDICATION PLAT

APT-Number Pool G Pool Name
| 20025 346730 5] t\5= LU Te en_K;
Property Code . ‘Property “ ¥ell Number
3 2ChH3 SMITH FEDERAL 4 2
GGRID Mo, Opcrator Name:, Elevation
472 <C CHESAPEAKE OPERATING; INC. 3568
Surfaee Location’ ,
UL'or lot No.:| Section | Townihip. | Range | Lot.ldn | Fect from tha | Nortb/South Hne | Feet from the | Basi/West Ting ‘Caunty.
1 4 [20-8 | 33-E - gge NORTH 395 EAST T4
Bottom Hole I.ocauon If Different Pmm Surface.
‘WLior ot No.' | Section: | Townahip | Bange | Lot ldn | Feut from the | Norlh/Seuth Vme | Fact from e | Bt/ tine | €County
Dediented Acrey | Ipint: gr o) _Kprizolidation: Code » OMM:RO.

No ALI&WABLK ‘WILL ‘BE ASSIGNED "T0. THIS COHPLETION !NTIL ALL IN'I’ERESTS‘-H:&VE BEEN CO\SQUDA’I‘ED

OR A ﬂ’ON‘ST&ND. RD UNTT HAS:

JEEN

ED BY ’rms DIVISION

OPERATOR- CERTIFICATION
.f i‘urnw ccrfgr' LRe:: Ju m{mw

LOT % ] war 3 | LoT2 et
| 4D.STAC ! 40,51 AT, I 40,31 A A o
, . |sr03 is’ﬁa;z’l
GEQDENIC COCRDINATES Gl
Nm 27 NNE -
! Y = SBSGS1) N l i o |
' X' 7072038 ¢
AT, 32606608 N | o
LONG. 103660461 W | 3585.8 35507

| # tirrsty certify that the il tocation iheun i

‘SURVEYOR: CERTIFICATIOX

on this plad weE pletedd frivh flald rcses of
uim&m mads: 8y me or ndes my
Flugevviton and fhat (A sima tn feis enit |
eorract to rhe best of my: baltof., :

_NOVEMBER 13, 2003

-
““m\\\w\\\‘- ‘

Exhibit _4-1




SECTION 4, TOWNSH!F’ 20 SOUTH R’ANGE 33 EAST, N.M.P.M.,
_~ LEA COUNTY, NEW MEXFCQ

A

e I T OO U

150" NORTH [
‘OFFSET
3568:1"
o l
150° EAST [
.s'ww FEDERAL 4 2 OFFSET.
-Q' ! v ’ h ol J
150° WEST AT - 3&606605‘& ,
OFFSET: LONG; — 103660451TW '
3567:5" _.
| 32
: 3566:.4"
| a |
e _
3565.8' , . ‘8588.7
e 0 100 200
u‘ .
CHESAPEAKE OPERATING, INC.
DIRECTIONS. TO LOCATION; .
28"&;‘?5&%‘ gﬁ;&ﬂo G% 0.4 MlLfNSD ngfn&%gk?{’?& _ THE SMITH FEDERAL .4 . #2 L OCATED 990 FEET FROM
RANCH ROAD i THE NORTH LINE AND 395 FEET fROM THE EAST -LINE
STAKED To T PO, SRORoLEn o s D SECTION. %, TOWNSHIP 20 SOUTH, RANGE 33 EAST,
VISIELE FROM ROAD, NALM, LEA cau.w NEW MEXICO.
Survey- Date: 11/13/03: Sheet 1  of 1 Shests
JOHN ‘WEST SURVEYING COMPANY W.0: Number: 03.11:1268 | Drown: By- L.A.
412 N. DAL PASO — HOBBS, NEW MEXICO — 305-383-3117 Date: 11/147/03 |Disk:icofz | 03111288 |

Exhibit _g-2_
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LOCATION VERIFICATION MAP
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D6 Hole g e
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. SCALE: 1" = 2000’ CONTOUR INTERVAL: 10"
| : LAGUNA GATUNA, N.M.
SEC._4 __TWP. 20--S RGE._33~E.

SURVEY, N.M.PM.
COUNTY. LEA

DESCRIPTION 990" FNI & 395" FEL JOHN WEST SURVEYING
ELEVATION 3568" HOBS, NEW MEXICO
OPERATOR CHESAPEAKE OPERATING, INC. (5 05) 393-3117
LEASE SMITH_FEDERAL 4 o

U.S.6.S. TOPOGRAPHIC MAP
LAGUNA GATUNA, N.M,

Exhibit #-3
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FEDERAL 4 72 | P
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SEC._4___TWP.20—§ RGE,_33-F
SURVEY,_ NMPM.

COUNTY. LEA
DESCRIFTION 990" FNIL ‘& 39
ELEVATION 3568"

OPERATOR_CHESAPEAKE OPERATING, INC.

LEASE SMITH FEDERAL 4

SCALE: 1% = 2 MILES

JOHN WEST SURVEYINC
HOBBS, NEW MEXICO

Exhibit g -+]




'Smith Federal 2-4

Andpan o) TR

§ CHESAPEAKE
OPERATING, INC.

[ A
Jwpro e

SMITH FEDERAL 2-4 Lacation
WEST TEAS PROSPECT

Vizh T il racus shown
Lea County, New Mexico

Geslogist Doug Belis

—
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Drgwn By: G, A Kénnedy
Date: 647/03




ONSHORE ORDER NO. 1 CONFIDENTIAL - TIGHT HOLE

Chesapeake Operating, inc.
SMITH 4 FEDERAL 2

990’ FNL & 395’ FEL

NENE of Section 4-20S-33E
Lea County, NM

Lease No. NMNM 111243

SURFACE USE PLAN
Page 1

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

1. EXISTING ROADS

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

through A-4.
2. PLANNED ACCESS ROADS

a. A new access road 497’ in length and 14’ in travel way width with a
maximum disturbance area of 30’ will be built in accordance with
guidelines set forth in the BLM Onshore Orders.

b. No turnouts are expected. »
c. In order to level the location, cut and fill will be required. Please see

attached Well Location and Acreage Dedication Plat — Exhibit A1-A4.

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

e. - Any fences cut will be repaired. Cattle guards will be installed, if
needed.

f. 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.

g. Driving directions are from the intersection of HWY 62/180 and West
County Rd in Hobbs, NM go 30.5 miles west on HWY 62/180. Tum
right go through cattle guard turn left and go .3 miles then turn right go
.7 miles to cattle guard. Go through cattle guard, turn left go .9 miles
then turn left go .6 mile to a cattle guard. Go through cattle guard, turn
right go .2 miles and then turn left go .5 mile to the proposed location.

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 as
product will be sold at the wellhead and/or tank battery. — See Exhibit C



ONSHORE ORDER NO. 1
Chesapeake Operating, Inc.
SMITH 4 FEDERAL 2

990’ FNL & 395’ FEL

NENE of Section 4-20S-33E
Lea County, NM

5.

10.

CONFIDENTIAL ~ TIGHT HOLE
| Lease No. NMNM 111243

SURFACE USE PLAN
Page 2

LOCATION AND TYPE OF WAT_ELR 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 4-20S-33E. All material
(i.e. shale) will be acquired from private or commercial sources.

METHODS FOR HANDLING WASTE DISPOSAL

Drill cuttings will be contained and buried in an earthen reserve pit after the
drilling fluids have evaporated. All wastes accumulated during drilling
operations will .be contained in a portable trash cage and removed from
location and deposited in an approved sanitary landfill. Sanitary wastes will
be contained in a chemical porta-toliet and then hauled to an approved

sanitary landfill.
ANCILLARY FACILITIES

None

WELLSITE LAYOUT

The proposed site layout plat is attached showihg a generic rig plat with rig
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
Oklahoma Corporation Commission regulations.

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



ONSHORE ORDER NO. 1
Chesapeake Operating, Inc.
SMITH 4 FEDERAL 2

990’ FNL & 395’ FEL

NENE of Section 4-20S-33E
Lea County, NM

1.

12.

13.

SURFACE & MINERAL OWNERSHIP

United States of America
Department of Interior
Bureau of Land Management
GRAZING LEASE HELD BY:
Kenneth Smith, Inc.

P.O. Box 764

Carlsbad, NM 88220

ADDITIONAL INFORMATION

CONFIDENTIAL - TIGHT HOLE

Lease No. NMNM 111243

SURFACE USE PLAN

Page 3

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. -

OPERATOR'S REPRESENTATIVES

Drilling and Completion Operations
Colley Andrews

District Manager

P.O. Box 18496

Okiahoma City, OK 73154

(405) 879-9230 (OFFICE)

(405) 879-9530 (FAX)
candrews@chkenergy.com

Regulatory Compliance
Sharon Dries

Regulatory Compliance Analyst
P.O. Box 18496

Oklahoma City, OK 73154
(405) 879-7985 (OFFICE)
(405) 879-9583 (FAX)
sdries@chkenergy.com

Drilling Engineer

Rob Jones

P.O. Box 14896 ,
Oklahoma City, OK 73154
(405) 879-9375 (OFFICE)
(405) 879-9573 (FAX)
(405) 623-5880 (MOBILE)
rjiones@chkenergy.com

Field Representative
Mark Mabe

Production Superintindent
P.O. Box 11050

Midland, TX 79702-8050
432-683-7443 (OFFICE)
432-683-7441 (FAX)

505 390-0221 (MOBILE)
mmabe@chkenergy.com



ONSHORE ORDER NO. 1 CONFIDENTIAL -~ TIGHT HOLE-

Chesapeake: Operating, Inc. N
SMITH4FEDERAL2 -Lease ' No, NMNM 111243
‘990" FNL & 395’ FEL

NENE of Section 4-20S-33E - SURFACE USE PLAN
Lea County, NM' . Page 4

14. CERTIFICATION

!-hereby certify that |, or persons under my direct supervision; have mspected
‘the proposed:drill site and access:route; that | -am familiar with the conditions:

which presently. exist: that: s made in this surface use: plan are,
o the best of my knowled : .or'rect -and, that the work-associated.
with ‘the.operations - will be mmed by ‘operator (mcludmg.
contractors 3 ] submxttmg the APD; in cenformrty with this

f plan and the terms and: cand:fons under which itis. approved This statement’
is subject to the provisions of 18 US.CE 1001 for the filing of a false
statement.

Date: __ a/3ifo




Prevailing Winds from the North in
‘Winter and from the South in
Summer.
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TITLE PAGE/ABSTRACT/
N NEGATIVE SITE REPORT
1/03 | _CFO/RFO__

1. BLM Report No, 2, Réviewer’s Initials/Date 3. NMCRIS No::
ACCEPTED( ) REJECTED( ) 86527

4. Type of Report Negative(X) Positive( )

‘6. Fieldwork Date:
5.Title of Repmt' Class HIArehaeeieg}caI Survey: for Chesapeake Gperanng! Ine.’s: Jatraty's 30'03
Proposed Access Road and Well Pad to-Serve the Smith Federal No.4™ [———
7. Report Date:.

January &, 2004

Author: Stephen Smith
| 8. Consultant Name & Address: _;.9‘_;Qm§uﬁgilm~c&pm No.:
Boorie Archaeological Services ' 150,2920_03.5 S
| 2030 North Canal ' —
Car]sbad, NM$8226

Darect.Cimge. Danny.Boone:
Field Personnel Name: Stephen Smith
Phione: (50:5)885:1352 ,
11, Customer Name: Chesapeake Opérs
Responsible Individual: Sharon Diies
Address: P.O. Box 18496

Oklahoma Ctly, ORIéhoma ?3 154-7930.
Phone: (40'?’ 848-8000

13.Land Status. BLM | STATE = | BRIVATE ‘OTHER ~ TOTAL
. 8.69

10 Co

fing, Tnc. | 12 Custormet Project No.:

a. Area Surveyed (acres) | 8.69 10 10 0
b. Area of Effect (acres) | 4.01 ) 0 o 401
4. Lincar: Length: 497 ft(total length of access road) Width: 130 &
144 R {+/-] (total length requiring archaeological survey/overlap with'600 ft x 600 R pad)
Block: 600 ftx 600 f
| 13. Location: (Maps Attached:if Negative Survey)
a. State: New Mexico-
b. County: Lea
c. .BLM Office: Carlsbad o
d.. NearestCity or Town: Maljamar, NM~
e. Legal Location: T:20S, R 33E,. Section4: SUNEVNEY, NWY4NEYNEY
f. Well Pad Footages: 990 ft FNL, 395 ft FEL
8. USGS 7.5 Map Namie and Code Number: Laguna Gaturia, NM (1984) 32103-E6°




16. Project Data: N
2, Records-Search: Date 6F BLM File Reviews January 5,2004  Name of Reviewer: Stephen Smith:
Date of ARMS Data Review: January 5, 2004 Name of Reviewer: ‘Stephen Smith
Findings:
Sites within 0.25 mile of the pm;ect area: During the pre-field record search for this projectlt was learned that
o previously recorded sites-are: plotted within 0:25 milé of th project area, LA 100721 and LA 100722. Orie:
site is plotted within 5,'00A'ﬁ--of'»‘tﬁe'.propos§:d wel]‘_.ipg‘gi?an@ access road, LA 100721, The pre-field record search
was supervised by Bruce Ebékeﬂ,xﬁhM@Fdfa:éhaeq _ glsz
b. Description of Undertaking: Gfteéapeakeiﬁper&ﬁng-.ﬁw-‘fvlmtg construct a well pad and access road to serve the-
Smith Federal No. 4 well, Or January’s, 2004, ¢ aapmz}e.v'epe'm‘z’rgg,-,mci,.cpn;,a;;gq;sqqﬂg Archaeological
Serviees requesting an archagological survey for the proposed well Ppadand accessroad. The well padiis staked at
600&7;600&(826301!:5), The proposed at madtosefvetheweﬂpadbegmsatanexmmgleaser
extends 497 ft.(1.48 acres) into the northwast corier of the well pad: Bééhuééfthé:m'cl:iisa.oveﬂﬁppedfwﬁhinihe_s |
survey for the well pad, 353 #t was deducted rorin thie:total lerigth, leaving 144 £t (0.43 acres) requiring survey.
The total area.of the survey is 11:41 acres; all af which: menlandadtmms téréd by the BLM:CFQ.
¢. Environmental Setting; ‘
Topography: The project is tocated inia flat ara and is-north of an east/west trending durie ridge
Vegetation: Mesquite, yuced, prickly pedr, and varions grasses
Visibility: 6575 percent due to vegetaiive cover
| NRCS: Eyo:eafmijgmars&emgr.;a;s;g,pﬁatictﬁ Gently undulating.and rolling, deep;sandy:soils
d. Field Methods: '
Transect Interval: szeczs-.a:e;m.;grea;epﬂ;gg‘{L{sﬁm;qtfaggactp@fqmﬁgzsii:;ex.zigfﬁg;paﬁérhfwéu-pad}*anarf*m
parallel transects no greater than 12:meters {access road).
Crew Size: 1 |
Time in Field: 3hours
e. Artifacts Collected: Nane

17. Cultural Resource Findings: Noculmralreéourceswereencuﬂntereddurmgthecoumeofllnssurvcy
a. Idenmificationand description: N/A
b. Evaluation of significance of Each Resource: N/A-

o enapagement Summiary (Recommendations): Because no cultural resources were ensountered during fhis survey,
Chesapeake Operating, Inc.'s proposed well pad and access road is recommended as presently staked. Ifculural
‘tﬁésourc&s’-tam;encouxnewésdud% any: constructiﬁwre!a_té&a;ﬁyity,..;éqn:‘s'itucj; on should cease and an archacologist with:

the BLM be immediately notified,

19.

L certify that the information provided éhwe"is';c‘oﬂec%:(ﬁd;meets all-appreciable BLM standards,
Responsible Archazologist _ N g M.——- AT A /- 11— 0%

r Date
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BLOWOUT PREVENTOR SCHEMATIC
CHESAPEAKE OPERATING INC

WELL : Smith Federal 2-4

FIELD : WTU

RIG : Unknown

COUNTY : Lea STATE: New Mexico

OPERATION: Drill out below 8-5/8" Casing

SIZE PRESSURE DESCRIPTION

Al 11" | soo# " Rot Head
B| 11 3,000# Annular
[e] 11 | 3.000% Pipe Rams
D{ 11" 3,000# Blind Rams
E| 11 3,000# ~ Mud Cross
A-Sec 8-5/8" SOW x 11" 3M O A

A-Sec




BLOWOUT PREVENTOR SCHEMATIC
CHESAPEAKE OPERATING INC
WELL : Smith Federal 2-4
FIELD : WTU
RIG : Unknown
COUNTY : Lea | STATE: NM
OPERATION: 3M CHOKE MANIFOLD

CAlL2".

3,000 psi
R 4 ‘Hyd. Adjustable
Manual Choke: " Choke

2" Lineto Flare

TO MUDIGAS fine TO MUD/GAS

SEPARATOR SEPARATOR




CONFIDENTIAL - TIGHT HOLE

ONSHORE ORDER NO. 1
Lease Contract No. NM 77074

Chesapeake Operating, Inc.
Smith 4 Federal 2

990’ FNL & 395’ FEL

NE NE of Section 4-20S-33E
Lea County, New Mexico

DRILLING PROGRAM

Page 1

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

_ Ali 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. EORMATION TOPS

The estimated tops of important geologic markers are as follows:

Formation Depth Subsea
Rustler : 1340 2245
Salt 1400 2185
Base Salt 3010 575
Tansill Dolomite 3015 570
Yates : 3195 390
Upper Yates 1 Sand 3220 365
Lower Yates 1 Sand 3240 345
Yates 2 Carbonate 3295 290
Yates 2 Sand 3310 275
Yates 2 L Carbonate . 3315 270
Yates 3 U Sand 3335 245
Yates 3 Mid Sand 3355 : 225
Yates 3 Lower Sand 3380 205
Seven Rivers 3390 195

TOTAL DEPTH 3500 85

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

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



CONFIDENTIAL - TIGHT HOLE

ONSHORE ORDER NO. 1
Lease Contract No. NM 77074

Chesapeake Operating, Inc.
Smith 4 Federal 2

990’ FNL & 395' FEL . DRILLING PROGRAM
NE NE of Section 4-20S-33E <
Lea County, New Mexico Page 2
Substance Formation Depth
Oil Upper Yates 1 Sand 3220
Qil ~ Lower Yates 1 Sand 3240

All shows of fresh water and minerals will be reported and protected.

3. BOP EQUIPMENT: 3,000# System

Chesapeake Operating, Inc.’s minimum specifications for pressure control
equipment are as follows:

I. BOP, Annular, Choke Manifold, Pressure Test - See Exhibit F-1 and F-2.

A. Equipment
1. The equipment to be tested includes all of the following that is installed on the
well:
(a) Ram-type and annular preventers,
(b) Choke manifolds and valves,
(c) Killlines 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,
(a) when installed,
(b) before drilling out each casing string,
(c) 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 not, test to the
high pressure and then drop back down to the low pressure.
All valves located downstream of a valve being tested must be placed in the
open position.
All equipment will be tested with an initial “low pressure” test at 250 psi.
The subsequent “high pressure” test will be conducted at the rated working
pressure of the equipment for all equipment except the annular preventer.
The “high pressure” test for the annular preventer will be conducted at 70% of

the rated working pressure. :
A record of all pressures will be made on a pressure-recording chart.

w

N o ok
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D. Test Duration _
1. In each case, the individual components should be monitored for leaks for 5

minutes, with no observable pressure decline, once the test pressure as been
applied.

Il. 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 10minut'es.

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.
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4. Record the remaining accumulator pressure at the end of the test sequence. Per

the previous requirement, this pressure

“pressures:

System Pressure

1,500 PSI
2,000 PSI
3,000 PSI
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should not be less than the following

Remaining Pressure At Conclusion of

9

Test
50 PSI

1,200 PSI
1,200 PSI

- 6. 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

leave in neutral Qosi‘tion.
4. CASING ANDi CEMENTING PROGRAM

a._The proposed casing program will be as follows:

full open or full closed position. Do not

Hole [ Casing
Purpose Interval Size Size | Weight | Grade | Thread | Condition
Surface 0-1,400’ 12-1/4” | 8-5/8” 24 J-55 STC NEW
Production ' , " »
Casing 0-3,500 7-7/8 5-1/2 15.5 J-55 LTC NEW
b. Casing design subject to revision based on geologic conditions encountered.
c. The cementing program will be as follows:
Interval Type Amount Yield | Washout | Excess
Surface Lead: 35:65 Poz:Class C+ | Lead: 450 sx | Lead: - 50% Lead:
5% Salt + 6% Gel + 0.1 pps | Tail: 200 sx 1.94 100%
Celloflake Tail: - Tail:
Tail: Class C + 2% CC + 0.1 pps 1.34 100%
Cellofalke
Production Lead: Lead: 35:65 Poz:Class | Lead: 400 sx | Lead: 20% Lead:
C+ 5% Salt + 6% Gel +0.1 | Tail: 200 sx 2.14 30%
pps Celloflake Tail: Tail:
Tail: 50:50 Poz:Class C + 1.35 30%
5% Salt + 2% Gel
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5. MUD PROGRAM

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

Interval Mud Type Mud Weight Viscosity | Fluid Loss
0-1,400 Water 8.5-9.3ppg 32-36 NC
v Based
1,400'-3,500’ Salt Water 10.0-10.2ppg 28-30 15-20
based

An in-ground, lined pit will be utilized during the drilling of this well. All fluids and
cuttings will be disposed of in accordance with New Mexico Oil Conservation Division

rules and regulations.

A mud test shall be performed every 24 hours after mudding up to determine, 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.

-c. Cores samples are not planned.

7. ABNORMAL PRESSURES AND HYDROGEN SULFIDE
a. The estimated bottom hole pressure is 1515 psi. No abnormal pressures or
temperatures are anticipated. '
b. Hydrogen sulfide gas is not anticipated.
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