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IN THE UNITED STATES DISTRICT COURT %SE,,%!.-;,ECQ%
EASTERN DISTRICT OF ARKANSAS EASTERN DISTRICTARKANSAS
LITTLE ROCK DIVISION APR 1 2013

JONATHAN THOMAS and *é';!V’E
LINDY THOMAS, THOMAS vd
GAMELIN and SARAH GAMELIN,

and MICHAEL PHILLIPS and

CELESTE PHILLIPS PLAINTIFES

V. Case No. 4-»‘/,3’(3 V- /8 Z\SW

CHESAPEAKE OPERATING, INC. and
BHP BILLITON PETROLEUM (FAYETTVILLE)
LLC DEFENDANTS

COMPLAINT

For their Complaint against Chesapeake Operating, Inc. and BHP Billiton
Petroleum (Fayetteville) LLC, Plaintiffs Jonathan Thomas and Lindy Thomas, Thomas

Gamelin and Sarah Gamelin, and Michael Phillips and Celeste Phillips, state: \ 16{/
This case assigned to District Judge_@M,ﬁ.w

and 1o Magistrse Ligon, Vr@F/‘L’
Introduction

1. Plaintiffs Jonathan Thomas and Lindy Thomas, husband and wife, Thomas
Gamelin and Sarah Gamelin, husband and wife, and Michael Phillips and Celeste
Phillips, husband and wife, suffered damages, including property damage to their
respective homes, due to Defendants’ disposal-well operations, which caused
thousands of earthquakes in mini-clusters and swarms in central Arkansas in 2010 and

2011.
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Parties

2.  Plaintiffs are residents of Faulkner County, Arkansas.

3. Defendant Chesapeake Operating, Inc. (““Chesapeake”) is a foreign for-
profit corporation with its principal place of business in Oklahoma City, Oklahoma.
Chesapeake is also an explorer, developer, and producer of shale gas within the
Fayetteville Shale in Arkansas. Chesapeake owned and operated wastewater disposal
wells in Faulkner County, Arkansas that are at issue in this litigation. Chesapeake may
be served with process through its registered agent, The Corporation Company, 124
West Capitol Avenue, Suite 1900, Little Rock, AR 72201.

4.  Defendant BHP Billiton (Fayetteville) LLC (“BHP”) is a foreign limited
liability company doing business in Arkansas. BHP operates primarily as an explorer,
developer, and producer of shale gas within the Fayetteville Shale in Arkansas. BHP
owns and operates wastewater disposal wells in Faulkner County, Arkansas that are at
issue in this litigation. BHP may be served with process through its registered agent,
The Corporation Company, 124 West Capitol Avenue, Suite 1900, Little Rock, AR

72201.

Jurisdiction and Venue

S.  This Court has jurisdiction over this civil action under 28 U.SC. §
1332(a)(1) because Plaintiffs and Defendants are citizens of different states and the

amount in controversy exceeds $75,000, excluding costs and interests.

- _________________|
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6. This Court has personal jurisdiction over Defendants because they owned
and operated wastewater disposal wells in Faulkner County, Arkansas, which satisfies
the Due Process Clause of the Fourteenth Amendment to the United States
Constitution. See ARK. CODE ANN. § 16-4-101B.

7. Venue is proper in this Court because Faulkner County is where a
substantial part of the events and omissions giving rise to these claims occurred and is
where Plaintiffs resided at the time the events and omissions giving rise to these claims

occurred. See Ark. Code Ann. 16-55-213(a)(1), (3)(A).

Factual Allegations

I.  Factual Introduction.

8.  Central Arkansas has seen an unprecedented increase in seismic activity,
occurring in the vicinity of Defendants’ wastewater injection wells near Greenbrier
and Guy, Arkansas.

9.  From about July 2010 through August 2011, well over 1000 earthquakes of
a minimum magnitude of 1.0 have occurred in the area. Two earthquakes registered a
magnitude of 4.0 and 4.7. Over 30 earthquakes registered a magnitude of 3.0 or above.

10. These earthquakes were a direct and proximate consequence of Defendants’
oil and gas operations in Arkansas, and more specifically, their disposal of the
wastewater generated during the process of extracting natural gas from the Fayetteville

Shale by injecting it back into the earth in disposal wells.
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11. As a result of Defendants’ actions in causing thousands of earthquakes in

central Arkansas, Plaintiffs have suffered damages.

II. Natural Gas Exploration and Operations in Central Arkansas

12. In Arkansas, a major source of natural gas comes from places in Faulkner
County, and its surrounding counties as well, from what is called the Fayetteville
Shale.

13. Although the Fayetteville Shale extends across the state of Arkansas, the
majority of gas drilling and production activities are centered in Conway, Van Buren,
Faulkner, Cleburne and White Counties, Arkansas.

14. The process of extracting natural gas from the Fayetteville Shale involves
hydraulic fracturing or “fracking.” This process requires drillers to inject pressurized
water, sand, and other chemicals to create fractures deep into the ground.

15. The fracking process results in wastewater that has to be disposed of,
primarily because it is contaminated with salt and other minerals.

16. Although some of this wastewater is recycled and reused, for the most part,
it 1s disposed of by injecting it back into the ground into other wells commonly
referred to as “wastewater disposal injection wells,” “disposal wells” or “injection
wells.”

17. Defendants owned and operated injection wells in Faulkner County,

Arkansas to accomplish this end. At issue are injection wells known as the Chesapeake
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,SRE 8-12 1-17 SWD, Permit #43266 (“Chesapeake SRE”) and the Chesapeake
Tramme] 7-13 1-8D SWD, Permit #41079 ( “Chesapeake Trammel”).

18. These injection wells are located in Faulkner County, Arkansas, near
Greenbrier and Guy, Arkansas.

19. For all of 2010, Chesapeake owned and operated both the Chesapeake SRE
and Chesapeake Trammel wastewater disposal wells.

20. These two wastewater disposal wells were purchased by BHP from
Chesapeake as part of a massive purchase of assets valued at about $4.7 billion.

21. According to the Form 8-K filed by Chesapeake with the Securities
Exchange Commission on April 5, 2011, Chesapeake transferred ownership of the
assets purchased by BHP to BHP on January 1, 2011.

22. Both the Chesapeake SRE and Chesapeake Trammel wastewater disposal
wells were transferred as part of this purchase from Chesapeake to BHP on January 1,
2011.

23. Thus, BHP presently owns both the Chesapeake SRE and Chesapeake
Trammel injections wells and has owned these two wastewater disposal wells since
January 1, 2011.

24. Chesapeake, however, has been providing technical and business services
to BHP regarding the purchased assets (which would include the two wastewater
disposal wells at issue) for an agreed-upon fee according to the Form 8-K filed April 5,

2011.
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III. Thousands of Earthquakes Hit Central Arkansas.

25. Defendants’ disposal of wastewater into the Chesapeake SRE and
Chesapeake Trammel wastewater disposal wells caused the sudden swarm of
earthquakes in central Arkansas — including the largest quake in Arkansas’ past 35
years.

26. According to Dr. Steve Horton, an earthquake specialist at the University of
Memphis Center for Earthquake Research and Information (or “CERI”), ninety
percent of the swarm of earthquakes occurring in central Arkansas since 2009 were
within six kilometers of wastewater disposal wells.

27. Scientists have known for half a century that disposal well operations will
cause earthquakes. In fact, since the late 1960s, scientists studying whether
earthquakes and seismic activities can be induced by certain human actions have
accepted that induced seismic activity can and does occur.!

28. Further, the history of earthquakes in Arkansas demonstrates that the
sudden and substantial uptick in seismic activity was induced by the disposal injection
wells. The graph below, prepared by Arkansas Geological Survey (“AGS”) from data
provided by United States Geological Survey (“USGS”) and CERI, shows that
Arkansas experienced almost as many earthquakes in years following disposal well

activity than it did in the previous twenty years collectively.

! See David Brown, Yes, Virginia, There is Induced Seismicity, AAPG Explorer, October 2010.
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Total Recorded Arkansas Earthquakes
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29. In what the USGS tagged as the “Arkansas Earthquake Swarm of October
2010,” hundreds of earthquakes hit central Arkansas in October of 2010 alone.

30. Some of the earthquakes were of substantial magnitude. For example,
carthquakes of 4.0 and 3.8 in magnitude were centered in the Guy/Greenbrier area on
October 11™ and October 15™. These two big earthquakes were felt widely across
Arkansas.?

31. In response to this swarm of earthquakes in Arkansas, hundreds occurring
between September 2010 and December of 2010, the Arkansas Oil and Gas
Commission Staff, on December 1, 2010, requested that the Commission establish an
immediate moratorium on any new or additional disposal wells that were not currently

active in certain parts of Faulkner, Conway, Van Buren, Cleburne, and White

% See Exhibit A, United States Geological Survey’s 2010-2011 Arkansas Earthquake Swarm poster.
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Counties. The Commission Staff requested the moratorium remain in effect until the
scheduled July 2011 Commission hearings.>

32. During the interim time period, the Commission, Arkansas Geological
Survey (“AGS”), United States Geological Survey (“USGS”), and the Center for
Earthquake Research and Information (or “CERI”) collected data and conducted
further studies into the earthquakes in central Arkansas.

33. The Commission Staff also requested that the Commission require
operators of existing disposal wells within the moratorium area, that included the
Chesapeake SRE, Chesapeake Trammel wells and another well, the E.-W. Moore
Estate No. 1 disposal well, operated by Deep-Six Water Disposal Services, LLC
(“Deep-Six”), to submit bi-weekly reports detailing the daily amounts of barrels of
water injected per zone and the maximum daily injection pressure per zone from the
injection operations at each disposal well.

34. In response to the Commission Staff’s request, on December 22, 2010, the
Commission found that an emergency existed and entered an order granting the
Commission Staff’s requests to prohibit the administrative issuances of any new or
additional disposal well permits within the moratorium area and to require the
operators of existing disposal wells within the moratorium area provide the bi-weekly

injection reports.”

? See Exhibit B, Docket No. 606A-2010-12, Emergency Request for an Order to Prohibit the
Administrative Issuance of any New or Additional Class II Commercial Disposal Well or Class II

Disposal Well in Certain Areas.
* See Exhibit C, Order No. 606A-2010-12.

. ____________________________________________________ ]
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35. Thereafter, on December 28, 2010, the Commission Staff made another
request to the Commission asking for a broader moratorium area. In the request, the
Staff reported that over 400 earthquakes of varying magnitudes had occurred within
the proposed moratorium area, and that there was circumstantial evidence that recent
earthquakes within the proposed area may be either enhanced or potentially induced by
the operation of disposal wells.”

36. After holding another hearing in January 2011, the Commission issued a
second, broader order on February 8, 2011. Under this Order, the Commission
imposed an immediate moratorium on any new disposal wells in the previous
moratorium area that included certain parts of Faulkner, Conway, Van Buren,
Cleburne, and White Counties, at least until the July 2011 Commission hearing. The
Commission found that evidence existed showing recent earthquakes within the area
may have been either enhanced or induced by the operation of disposal wells. The
Chesapeake SRE, Chesapeake Trammel and E.W. Moore disposal wells were within
the moratorium area.’

37. In early February 2011, news reports and articles expressed the concerns of
Greenbrier and Guy, Arkansas residents about recent earthquakes. Between February

13 and February 17, 2011, USGS reported more than 30 earthquakes ranging in

3 See Exhibit D, Docket No. 602A-2010-12, Amended Request for an Immediate Moratorium on Any
New or Additional Class I Commercial Disposal Well or Class II Disposal Well in Certain Areas.
% See Exhibit E, Order No. 602A-2010-12.
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magnitude from 1.8 to 3.8 had rattled Faulkner County. Indeed, from September 2010
through early February 2011, more than 700 earthquakes occurred in the region.

38. Then, on February 28, 2011, at 11:01 PM CST, Arkansas was hit with the
largest earthquake that it had experienced in 35 years. A magnitude 4.7 earthquake
centered near Greenbrier, Arkansas shook the region. USGS reported that the large
quake was felt across a ten state region.’

39. This 4.7 main shock was followed by 3.8 and 3.4 magnitude aftershocks at
11:18 PM CST, and on February 28, 2011 at 2:46 AM PST.

40. AGS and USGS tagged the Central Arkansas seismic phenomena the “Guy
Earthquake Swarm.” In fact, by the end of February 2011, USGS reported well over
1000 earthquakes in the Guy/Greenbrier region of Arkansas just since September of
2010.

41. Immediately following these large February 28" quakes, the Arkansas Oil
and Gas Commission (“AOGC”) ordered a special hearing to be held on March 4,
2011.

42. Prior to the special hearing, however, Director Lawrence E. Bengal
requested the cessation of a disposal well operated by Clarita Operating LLC
(“Clarita”) within the moratorium area, and also the cessation of the Chesapeake SRE

disposal well.

7 See Exhibit F, United States Geological Survey earthquake distribution poster.
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43, Clarita Operating LLC filed for bankruptcy in the Eastern District of
Oklahoma on October 14, 2011.

44, On March 4, 2011, a consent order was entered by the AOGC requiring the
Chesapeake SRE disposal well to be shut down® Injection operations at the
Chesapeake SRE disposal well ceased that same day.

45. In June 2011, operations at the Chesapeake Trammel disposal well also
ceased.

46. On July 8, 2011, the AOGC’s Staff requested the Commission to issue an
order establishing a permanent moratorium area for any new or additional Class II
Disposal or Class II Commercial Disposal wells, and to order the cessation and the
plugging and abandoning of all existing Class II Disposal and Class II Commercial
Disposal wells within the permanent moratorium area. The Chesapeake SRE,
Chesapeake Trammel and E.W. Moore disposal wells were within the requested
moratorium area.’

47. Based on its investigation, the Commission Staff believed sufficient
evidence showed that seismic events in the adjusted moratorium area were enhanced,
induced, or triggered by the operation of disposal wells in the moratorium are,
including the Chesapeake SRE and Trammel disposal wells and the E.W. Moore

disposal well.

8 See Exhibit G, Docket No. 051A-2011-02 Consent Order.

? See Exhibit H, Docket No. 180A-2011-07, Request for an Order Imposing an Immediate Cessation
of All Disposal Well Operations and Establishment of a Moratorium Area For any Class H or Class II
Commercial Disposal Wells in a Certain Area.
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48. The Commission Staff bolstered its requests through a significant
examination of scientific articles addressing seismic activity induced by human
activities.'

49. Defendants Chesapeake and BHP agreed to voluntarily cease operations of
the Chesapeake SRE and Chesapeake Trammel disposal wells, and to plug and
abandon them. Clarita also agreed to plug its disposal well within the moratorium area.
Deep-Six, on the other hand, fought the Staff’s requested order and presented evidence
at a hearing before the Commission on July 26, 2011.

50. On July 26, 2011, the AOGC held a hearing and heard evidence in support
of its Staff’s requested order and against the requested order from Deep-Six.

51. In support of the requested order, the Staff provided both documentary
proof and expert witness proof from Scott Ausbrooks of AGS and Dr. Steve Horton of
CERL

52. Deep-Six presented evidence in the form of documentary and expert proof

from Dr. Haydar Al-Shukri, Dr. Hanan Mahdi, Najah Abd, and Aycan Catakli for the

University of Arkansas at Little Rock.

10 See, Jon Ake, et al, Deep-Injection and Closely Monitored Induced Seismicity at Paradox Valley,
Colorado, 95 BULLETIN OF THE SEISMOLOGICAL SOCIETY OF AMERICA, 664-683 (April 2005);
Donald L. Wells, et al, New Empirical Relationships Among Magnitude, Rupture Length, Rupture
Width, Rupture Area, and Surface Displacement, 84 BULLETIN OF THE SEISMOLOGICAL SOCIETY OF
AMERICA, 974-1002 (August 1994); Robert B. Herrmann, et al., The Denver Earthquakes of 1967-
1968, 71 BULLETIN OF THE SEISMOLOGICAL SOCIETY OF AMERICA, 731-745 (June 1981); J. H.
Healy, The Denver Earthquakes, 161 SCIENCE 1301-1310 (September 27, 1968).
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53. The AOGC found that sufficient evidence existed that the four disposal
wells at issue (Clarita’s Wayne L. Edgmon Nol SWD well, Chesapeake SRE,
Chesapeake Trammel, and E.W. Moore) triggered the earthquakes in central Arkansas.

54. On August 2, 2011, the AOGC entered findings of facts and conclusions of
law, and entered an order establishing a moratorium area (somewhat different in shape
than before, but in the same general area) on any new or additional Class II
Commercial Disposal Well or Class II Disposal Wells within the moratorium area, and
ordering the cessation, plugging, and abandoning the Clarita Wayne L. Edgmon,
Chesapeake SRE, Chesapeake Trammel, and E.W. Moore disposal wells within the

: 11
moratorium area.

Causes of Action

Count I — Public Nuisance
55. Plaintiffs re-allege and incorporate the foregoing paragraphs as if fully set
forth word-for-word.
56. Defendants’ conduct constitutes a substantial and unreasonable interference
with the rights common to the general public.
57. This unreasonable interference is imposed on the community at large and
on a considerable diverse number of persons and entities. It arises from Defendants’

disposal well operations (a) without adequate precautions to prevent earthquakes;

! See Exhibit I, Order No. 180A-1-2011-07 and Exhibit J, Order No. 180A-2-2001-07.
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and/or (b) with the knowledge that there was a substantial risk of seismic activity and
problems in the State of Arkansas.

58. Plaintiffs have suffered harm as a result of Defendants’ creation of a public
nuisance and as described below.

59. Plaintiffs are also entitled to injunctive relief as described below.

Count II - Private Nuisance
60. Plaintiffs re-allege and incorporate the foregoing paragraphs as if fully set
forth word-for-word.
61. Defendants’ conduct herein at their injection-well sites disturbs the quiet
use and enjoyment of Plaintiffs’ properties.
62. As a result of Defendants’ conduct, Plaintiffs have suffered certain and
substantial injuries and damages, as described below.

63. Plaintiffs are also entitled to injunctive relief as described below.

Count III - Absolute Liability

64. Plaintiffs hereby re-allege and incorporate the foregoing paragraphs as if
fully set forth herein, word-for-word.

65. Defendants’ disposal well operations and actions described above are ultra-
hazardous activities that necessarily involve a risk of serious harm to a person or the
chattels of others that cannot be eliminated by the exercise of the utmost care and is
not a matter of common usage.

- __ _____ __ ]
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66. As a direct and proximate result of Defendants’ ultra-hazardous activities,
Plaintiffs have sustained damage, as described below, which are the direct and
proximate result of Defendants’ ultra-hazardous or abnormally dangerous activities,
for which Defendants are strictly liable.

67. Plaintiffs are also entitled to injunctive relief as described below.

Count IV — Negligence

68. Plaintiffs hereby re-allege and incorporate the foregoing paragraphs as if
fully set forth, herein, word-for-word.

69. The Defendants owed a duty to Plaintiffs to use ordinary care and not to
operate or maintain their injection wells in such a way as to cause or contribute to
seismic activity. Defendants, experienced in these operations, were well aware of the
connection between injection wells and seismic activity, and acted in disregard of
these facts.

70. As a direct and proximate result of these facts, omissions, and fault of the
Defendants, Plaintiffs have suffered damages and injuries reasonably foreseeable to
the Defendants, and as described below.

71. Plaintiffs are also entitled to injunctive relief as described below.

Count V - Trespass
72. Plaintiffs hereby re-allege and incorporate the foregoing paragraphs as if

fully set forth, herein, word-for-word.
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73. Defendants, without Plaintiffs’ consent and without legal right,
intentionally engaged in activities that resulted in concussions or vibrations to enter the
Plaintiffs’ properties. Such unauthorized invasion of Plaintiffs’ property interests by
concussions or vibrations by Defendants constitutes a trespass.'

74. Defendants’ actions of trespass have caused damages to Plaintiffs as
described below.

75. Plaintiffs are also entitled to injunctive relief as described below.

Count VI - Deceptive Trade Practices

76. Plaintiffs hereby re-allege and incorporate the foregoing paragraphs as if
fully set forth, herein, word-for-word.

77. The Arkansas Deceptive Trade Practices Act (“ADTPA”), Ark. Code Ann.
§ 4-88-101, et seq., is designed to protect Arkansans from deceptive, unfair and
unconscionable trade practices. The ADTPA is a remedial statute, which is to be
liberally construed.

78. The practices employed by Defendants in operating their disposal wells in
an area that Defendants knew had a history of seismic activity are unfair and
unconscionable under the ADTPA, and thus, violate the provisions of the ADTPA.

See Ark. Code Ann. § 4-88-107(a)(10).

12 See Smith v. Lockheed Propulsion Co., 247 Cal. App. 2d 774 (1967) (holding actionable trespass
may be committed indirectly through concussions or vibrations activated by defendant’s conduct).

-
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79. Defendants are engaged in “business, commerce, or trade,” within the
meaning of Ark. Code Ann. § 4-88-107(a)(10) and is a “person” within the meaning of
Ark. Code Ann. § 4-88-102(5).

80. Defendants’ violations of the ADTPA resulted in damages to Plaintiffs as
described below. Defendants are also liable for attorneys’ fees and enhanced penalties

under the ADTPA.

Count VII - Outrage

81. Plaintiffs hereby re-allege and incorporate the foregoing paragraphs as if
fully set forth, herein, word-for-word.

82. Defendants knew or should have known that earthquakes were the likely
result of their conduct and that their conduct would cause emotional distress to area
residents, including Plaintiffs.

83. Defendants’ conduct in operating disposal wells in an area with a history of
seismic activity while knowing that disposal well operations can and do induce seismic
activity is extreme, outrageous, and intolerable.

84. Plaintiffs have suffered emotional distress because of Defendants’ conduct.

85. Plaintiffs’ emotional distress was so severe in nature, no reasonable person

could be expected to endure it.
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Damages

Plaintiffs Jonathan Thomas and Lindy Thomas

86. The Thomases have suffered damages caused by Defendants’ disposal well
operations and resulting earthquakes, for which Defendants are liable to the Thomases.

87. The damages suffered by the Thomases include: (1) physical damage to
their home, (2) losses in the fair market value of his real estate due to earthquakes
caused by Defendants’ activities, and (3) emotional distress.

88. The Thomases live in their home in Greenbrier, Faulkner County,
Arkansas. The home is located approximately 2.1 miles, from the center of the 4.7
earthquake that occurred on February 28, 2011.

89. Indeed, the thousands of earthquakes occurring in the past year in central
Arkansas and due to Defendants’ disposal well operations have caused damages to the
Thomases’ home that includes sinking of the front brick wall, cracking and separation
in the decorative stained concrete interior floor throughout the home, concrete slab,
ceramic tﬂes, and wracked interior doors.

90. Finally, the Thomases’ lives have also been damaged by Defendants’
disposal well operations and resulting earthquakes in that they have suffered emotional
distress and increased anxiety and worry of additional and possibly more severe
earthquakes that could further damage their property or injure themselves or a family

member in their home.
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Plaintiffs Thomas Gamelin and Sarah Gamelin

91. The Gamelins have suffered damages caused by Defendants’ disposal well
operations and resulting earthquakes, for which Defendants are liable to the Gamelins.

92. The damages suffered by the Gamelins include: (1) physical damage to
their home, (2) losses in the fair market value of their real estate due to earthquakes
caused by Defendants’ activities, and (3) emotional distress.

93. The Gamelins live in their home in Greenbrier, Faulkner County, Arkansas.
The home is located approximately 2.75 miles from the center of the 4.7 earthquake
that occurred on February 28, 2011.

94. Indeed, the thousands of earthquakes occurring in the past year in central
Arkansas and due to Defendants’ disposal well operations have caused damages to the
Gamelins’ home that include cracking or separations in concrete driveway, garage and
slab, garage walls, ceramic tiles, interior walls, and exterior brick walls.

95. Finally, the Gamelins’ lives have also been damaged by Defendants’
disposal well operations and resulting earthquakes in that they have suffered emotional
distress and increased anxiety and worry of additional and possibly more severe
earthquakes that could further damage their property or injure themselves or a family

member in their home.

Plaintiffs Michael Phillips and Celeste Phillips
96. The Phillipses have suffered damages caused by Defendants’ disposal well

operations and resulting earthquakes, for which Defendants are liable to the Phillipses.
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97. The damages suffered by the Phillipses include: (1) physical damage to
their home, (2) losses in the fair market value of their real estate due to earthquakes
caused by Defendants’ activities, and (3) emotional distress.

08. The Phillipses live in their home in Greenbrier, Faulkner County, Arkansas.
The home is located approximately 2.75 miles from the center of the 4.7 earthquake
that occurred on February 28, 2011.

99. Indeed, the thousands of earthquakes occurring in the past year in central
Arkansas and due to Defendants’ disposal well operations have caused damages to the
Phillipses’ home that include cracking or separations in the interior walls, window
frames, window and door trim, ceramic tiles, concrete garage slab, driveway, patio,
and, exterior brick walls. Additionally, windows and doors in the home will not
properly shut and open.

100. Finally, the Phillipses’ lives have also been damaged by Defendants’
disposal well operations and resulting earthquakes in that they have suffered emotional
distress and increased anxiety and worry of additional and possibly more severe
earthquakes that could further damage their property or injure themselves or a family

member inside their home.

Punitive Damages
101. Defendants’ actions, in knowingly causing seismic activity as a result of
their disposal well operations, constitute wanton or reckless disregard for public safety

and is subject to a claim for punitive damages, for which Plaintiffs seek an amount
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sufficient to punish the Defendants and to deter them and others similarly situated

from such conduct in the future.

Declaratory and Injunctive Relief
102. Plaintiffs are entitled to a judgment declaring Defendants’ actions detailed
in this complaint to be a public and private nuisance, ultra-hazardous activities, a
trespass, and that their disposal well operations were also negligently performed.
103. Plaintiffs are also entitled to permanent injunctive relief consistent with the

present orders of the AOGC as detailed in this complaint and attached as exhibits.

Jury Demand

104. Plaintiffs demand a jury trial.

Prayer for Relief
105. Plaintiffs request the following relief:
a. joint and several judgment against Defendants for all general and
special compensatory damages caused by the conduct of the Defendants;
b.  costs of litigating this case;
c.  appropriate injunctive relief;
d.  punitive damages;
e. attorney’s fees;

f.  prejudgment and post-judgment interest; and

O S —
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g.  all other relief to which Plaintiffs are entitled or that the Court deems

just and proper.
DATED: April 1, 2013 Respectfully Submitted,

EMERSON POYNTER, LLP

Scott E®ovhter (#900y7)
Christopher D. Jenniings (#06306)
William T. Crowder (#03138)
Corey D. McGaha (#2003047)
EMERSON POYNTER, LLP

500 President Clinton Ave., Ste. 305
Little Rock, AR 72201

Tel: (501) 907-2555

Fax: (501) 907-2556

John G. Emerson (#08012)
EMERSON POYNTER, LLP
830 Apollo Lane

Houston, TX 77058

Tel: (281) 488-8854

Fax: (281) 488-8867

James C. Wyly

Sean F. Rommel
WYLY-ROMMEL, PLLC
4004 Texas Blvd.
Texarkana, TX 75503

Tel: (903) 334-8646

COUNSEL FOR PLAINTIFFS

0 —
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December 1, 2010

Askansas Oil and Gas Commission
301 Natuml Resources Drive, Ste 102
Little Rock, AR 72208

Re: 606A-2010-12
Emergency Request for an Order to Prohibit the Adininistrative lssuance of any New or Additional Class 11 Conunerciat

Disposal Well or Class I Disposal Well Permits in Certain Areas.

Dear Commissioners:

Staf¥ (“Applicant") initinily filed Docket No. 602A-2010-12 requesting 8 Commission Order imposing an immediate moratorium on
any new or additional Class It Commercial Disposal Wefl or Class |1 Disposal Well which is not currently active in any formation
within: all Sections within the following Townships: 6N-12W: 6N-11W; IN-HIW; TN-12W; TN-13W; TIN-14W; TN-15W; 8N-11W;
8N-12W; BN-{3W, 8N-14W, ON-11W; IN-12W; SN-13W; as well as Sections 7-36 in Township BN-15W; and Sections 25-36 in
Township IN-14W, (the “proposed area”), Due to the unavailability of interested parties’ expert witnesses, the Director agreed to

continue Dackel No. 602A-2010-12 wntil the regularly scheduled AOGC hearing in January.

As such, Docket Nos. 568-2010-09, a request for the issuance of a Class 1} Commercial Disposal Well Permit for the Poseidon No, 2
Well within the proposed area, and 597-2010-12, a request for the issuance of a Class |l Disposal Well Pexmit for the Boy Scout Well
within the proposed area, have also been continued until the regularly scheduled AQGC hearing in January,

Althiough by sgreement, all three above docketed matier have heen continued until the regularly scheduled AOGC hearing in January,
Staff is secking an affirmative onder of the Commission to prohibit the administmtive issnance ofany other new or additional Class i

Commercial Disposal Well or Class 11 Disposal Well pending the hearings in January,

Additionally, in sn effost to fisther the studies of the Staffof the Arkansas Oif and Gas Commission ("AGGC"), Arkansas Geological
Survey, United States Geological Susvey, Center for Earthquake Research and Information ("CERI") and others, StafF also requests
that the emergency order mclude a provision requiring alf operators of existing Class I Commercial Disposal Wells or Class Il
Disposal Wells to submit bi-weekly reporis detniling the daljy amounis of barrels of waler injected per zone and the mexinum daily
injection pressure per zosie from the later of January |, 2010 or the date injection operations commenced, and that this information

continue to be provided until the regularly scheduled AOGC hearing..

Sincerely,

Pt =AW

Lawrence E. Bengal
Director

COBMMISSION MEMBERS
Chad Whito, Clinirman, Magnolis
W, t'rank Morledge, Vice-Chairmen, Forrest City
Chintles WohHbid, Fort Smith « Bill Payater, Texarkana
Mike Davis, Magnolia » Kenneths Willioms, Jersey
Wiitiam L. Dawkins, Jr., Fort Smith « Juyy Langlsy, Smackover
Chris Walser, Magnolia

An oqual epportunity employce
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ARKANSAS OIL AND GAS COMMISSION
301 NATURAL RESOURCES DRIVE
SUITE 102
LITTLE ROCK, ARKANSAS 72205

ORDER NO. 606A-2010-12 December 22, 2010

CLASS Il COMMERCIAL DISPOSAL WELL OR
CLASS 1 DISPOSAL MORATORIUM
Cleburne, Gonway, Faulkner, and Van Buren Cotintles, Arkansas

EMERG REQUEST TO PROHIE RS SSUA :
ADDITIONAL CLASS i COMMERCIAL DISPOSAL WELL OR CLASS Ii DISPOSAL WELL PERMITS
) RTAIN AREAS.

The Director ("Director”) of the Arkansas Oli and Gas Commisslon {"Commission”) filed an emergency
application requesting an afflirmative order of the Commission to prohibit the adminisirative issuance of
any new or additional Class It Commercial Disposal Well or Class Il Disposal Well permits within certaln

areas.

EINDINGS OF FACT

From the evidence introduced at said hearing, the Commission finds:

1. That the Director filed an emergency application requesting an affirmative order of the Commission fo
prohibit the administrative Issuance of any new or additional Class I Commercial Disposal Well or
Class 1l Disposal Well permits within: all Seclions within the following Townships: 6N-12W,; 6N-11W:
TN-11W; TN-12W; 7N-13W; 7N-14W; 7N-16W; BN-11W; 8N-12W; 8N-13W; 8N-14W; ON-11W; 9N
12W; 9N-13W; as well as Sactions 7-38 in Township 8N-15W; and Sactions 26-36 In Township 9N-
14W; (the “proposed area”).

2. That the Director Initially filed Docket No. 602A-2010-12 requesting a Commission Order imposing an
Immediate moratorium on any new or additional Class | Commercial Disposal Wells or Class I
Disposat Wells which are not currently active in any formation withln the proposed area.

3. That due to the unavallability of interested parties’ expert witnesses, the Director agread to continue
Dacket No. 602A-2010-12 until the regularly scheduled AOGG hearing in January 2011,

4. That Docket No. 508-2010-09, which requests the issuance of Class | Commaercial Dispasal Wall
parmit, and Docket No. 597-2010-12, which requests the issuance of Class !l Disposal Well permit,
within the propased area have also besn continugd to the January 2014 hearing.

5. That the Director Is seeking an emergency ordar of the Commission to prohibit the administrative
issuance of any other new or additional Class Il Commercial Disposal Wall or Class !l Disposal Well
pemmits in the area described in Finding No. 1 above pending the Commission hearing In January

2011,

6. That the Director also requests that the emergency order include a provision requiring all operators of
axisting Class {| Commerclal Disposal Wells or Class 1| Disposal Wells to submit bl-weekly reports
detalling the dally amounts of barrels of watar Injected per zone and the maximum dally injection
pressure per zone fram the later of January 01, 2010 or the date injection operations commenced and
that this information continse to be provided untll the January 2011 hearing.

GONCLUSIONS OF LAW

1, That due notice of public hearing was given as required by law and that this Commiasion has
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jurisdiction over sald parties and the matter herein considerad.

2. That this Commission has authorily to grant sald application under the provisions of Act No. 105
of 1939, as amendad, more specifically Ark Code Ann. § 15-71-111.

ORDER
As the Commission finds that an emergency exists, it is orderad by the Commission:

1. That the administrative issuance of any new or additional Class Il Commarcial Disposal Welf or
Class |l Disposal Well permits within the proposed area describad In Finding No, 1 Is prohibited,
pending the heating in January 2011,

2, That all operators of existing Class It Commsrcial Disposal Waells or Class I Disposal Wells are
required to submit bl-waekly reports detailing the dally amounts of barrals of water injacted per
zone and the maximum dally injection pressure par zone from the later of January 01, 2010 or the
date injaction oparations commenced and that this information continue to be providad untll the
January 2011 hearing.

This Order shall be effective from and after December 22, 2010; and the Commission shall have
continuing Jurlsdiction for the purposes of enforcement, andior modifications or amendments to the
provisions of this Order. This Order shall automalically terminate at concluslon of the next regularly
scheduled hearing to be held in January 2011.

ARKANSAS OiL AND GAS COMMISSION

L==y0

Lawrence E. Bengal,
Director
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ARKANSAS OIL AND GAS COMMISSION z%.:s:ﬁ ?ﬁﬁ'&:}:’"‘“
Xy Phane: (870) $62-4965
FAX: (870)852.8023

Director's Office:
301 Nnturnl Resources Drive

Suite 102 ‘

Fhose: (S0t a3 814 Mike Becbe 5} Lawrenee Benga o s

Fax:  (501)683.5818 Govergor Director rmsu:u.m 12503
. Phose: (419) 646661

hitp:fiwww.aogc.state.ar.us gl il pdit

December 28, 2010

Arkansas Oil and Gas Commission
301 Natural Resources Drive, Ste 102
Little Rock, AR 72205

Re: 602A-2010-12
Amended Request for an Immediate Moratorium on Any New or Additional Class II Commercial

Disposal Well or Class IT Disposal Well in Certain Areas.

Dear Commissioners:

Staff (“Applicant”) hereby requests a Commission Qrder imposing an immediate moratorium on
any new or additional Class II Commercial Disposal Well or Class II Disposal Well which is not currently
active in any formation within: all Sections within the following Townships: 6N-12W; 6N-11W; 7N-11W;
TN-12W; TN-13W, TN-14W; 7N-15W; 8N-11W; 8N-12W; 8N-13W; 8N-14W; 9N-11W, 9N-12W; 9N-
13W; as well as Sections 7-36 in Township 8N-15W; and Sections 25-36 in Township IN-14W; (the
“proposed area”). Staff requests that the requested moratorium be in effect until the July 2011 AOGC
hearings, at which point in time the Commission may consider additional evidence from the data collected
and further studies conducted by the Arkansas Oil and Gas Commission (“AOGC”), Arkansas Geological
Survey, United States Geological Survey, Center for Earthquake Research and Informetion (“CERI”) or

others,

Since the beginning of 2010, there have been over 400 earthquakes of varying magnitudes within the
proposed area, Based upon the studies conducted by the Arkansas Geolagical Survey, there is no evidence
that these earthquakes are related to the drilling, or completion (including fracture stimulation) of production
wells, However, there appears to be circumstantial evidence that recent earthquakes within the proposed area
may be either enhanced or potentially induced by the operation of Class II Commercial Disposal wells and

Class 1l Disposal wells,

Currently there are three (3) Class Il Commercial Disposal Wells and five (5) Class II Disposal wells
that are permitted within the proposed area. All such wells that are permitted are currently active, except the
Poseidon No, 2 well which has not yet been drilled, and is to be located in Sec. 15-TIN-R13W in Van Buren
County, Staff requests that the moratorium also apply to the Poseidon No. 2 Well. Additionally, Staff has
received a Form 36 application for the proposed Boy Scout Class II Disposal Well to be focated in Sec, 9-
T8N-R14W in Conway County. This application has not yet been granted administratively, and Staff requests
that this moratorium also apply to the Boy Scout Class II Disposal well.

COMMISSION MEMBERS
Chad White, Chairman, Magnolla
W. Frank Morledge, Vice.-Chaitman, Forrest City
Chatles Wohlford, Fort Smith « Bill Poyntes, Texaskann
Mike Davis, Magnulis = Kenneth Willlams, Jersey
William L, Dawkins, Jr., Fort Smith « Jemy Langley, Smackover
Chris Weiser, Magnolin

An equal opporiunity emplayes
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Additionally, in an effort to further the studies of the Staff of the Arkansas Oil and Gas Commission
(“*AOGC"), Arkansas Geological Survey, United States Geological Survey, Center for Earthquake Research
and Information (“CERI") and others, Staff also requests that the order include a provision requiring all
operators of existing Class II Commercial Disposal Wells or Class 11 Disposal Wells to submit bi-weekly
reports detailing the dally amounts of barrels of water injected per zone and the maximum daily injection
pressure per zone from the later of January 1, 2010 or the date injection operations commenced, and that this
information continue to be provided to the AOGC until further notice is given.

Sincerely,

=0

Lawrence E. Bengal
Director
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ARKANSAS Oll. AND GAS COMMISSION
301 NATURAL RESOURCES DRIVE
SUITE 102
LITTLE ROCK, ARKANSAS 72205

ORDER NO. 602A-2010-12 Fobruary 08, 2011

CLASS Il COMMERCIAL DISPOSAL WELL OR
CLASS [l DISPOSAL MORATORIUM
Claburne, Conway, Faulkner, and Van Buran Counties, Arkansas

Aiter due notice and public hearing in Fort Smith, Arkansas, on January 25, 2011, the Arkansas Ol and
Gas Commission, in order to pravent waste, carry out an orderly program of development and protect the
catrelative rights of each owner in the common source(s) of supply, has found the following facts and

issued the following Order,

ST, F CAS

The Diractor ("Director") of the Arkansas Oll and Gas Commisslon ("Commission”) filed an application
requasting an immediate moratorium on any new or additional Class Il Commercial Disposal Well or

Class }l Disposal Well permits within certain areas.

FINDINGS OF FACT

From the evidence introduced at said hearing, the Arkansas Oil and Gas Commission (hereinafter
refarrad to as AOGC) finds:

1. That the Diractor filed an application requesting an Immadiate moratorium on any new or additional
Class Il Commercial Disposal Well or Class il Disposal Well permiis within all Sactions within the
following Townships: 6N-12W; 6N-11W; 7N-11W; 7N-12W; 7N-13W; 7N-14W; 7N-15W; BN-11W;
BN-12W; 8N-13WV; BN-14W; ON-11W; SN-12W: ON-13W; as well as Sections 7-36 in Township BN-
15W,; and Sactions 25-36 in Township ON-14W; (the “proposed area"),

2. Based upon the studies conducted by the Arkansas Gsological Survey, there is no avidence that
these earthquakes are related to the drilling, or completion (including fracture stimulation) of
production wells. However, there appears to be circumstantial evidence that recant earthquakes
within the proposed area may be elthsr enhanced or potentially Induced by the oparation of Class i
Commercial Dispasal wells and Class Il Disposal wells.

3. That the Director requested that the moratorlum be in effect until the July 2011 hearing, at which point
In time the Commission may consider additional evidence from the data colleclad and further studies
conducted by the Arkansas Ol and Gas Commission (‘AOGC"), Arkansas Geoclagical Survey, United
States Geological Survey, Center for Earthquake Research and Information ("CERI") or others.

4. That the Diractor was grantad Emergency Order No. 606A-2010-12 by the Commission to prohibit the
administrative issuance of any other new ar additional Class {t Commercial Disposal Well or Class ll
Disposal Welf permits in the area described in Finding No. 1 above pending the Commission hearing

I January 2011,

5. That the Director also requests that the emerganay order include a provision requiring all operatars of
axisting Class | Commercial Disposal Waells or Class il Disposal Wells to submit bl-waekly raporis
detalling the dally amounts of barrels of water injected per zone and the maximum dally Injection
prassurs par zone from the later of January 01, 2010 or the date injection oparations commenced and
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ORDER NO. 602A-2010-12
February 08, 2011
Page 2 of 2

that this information continue to be provided until the July 2011 AOGC hearing.

6. That the Diractor also requested that Dockst Nos. 508-2010-09 and 597-2010-12, which are requests
for approval of Class iI Disposal Wells or Class If Commarcial Disposal Wells within the proposed
area, be continued until the July 2011 AOGC hearing.

CONCLUSIONS OF LAW

1. That due notice of public hearing was givan as required by law and that this Commission has
Jurisdiction ovar said parties and the matter hereln considered.

2. That this Commission has authority to grant or deny said application under the provisions of Act
No. 105 of 1939, as amendad.

ORDER
it is, therefora, ardsred by the Commission:

1. That an immediate moratorium is in effect for any new or additlonal Glass Il Commercial Disposal
Waell or Class Il Disposal Wells within the proposed area described In Finding No. 1 until the
aarlier of the AOGC hearing In July 2011, or the Commission votes to amand the provisions of
this Ordar.

2. That all aperators of existing Class || Commercial Disposal Wells or Class H Disposal Wells are
raquired to submit bl-weekly raports detalling the daily amounts of barrels of water injected per
zane and the maximum daily injection pressure per zone from the later of January 01, 2010 or the
date Injaction opsrations commaencad and that this information continue fo be provided until the

July 2011 AOGC hearing.

3 That both Docket Nos. 508-2010-08 and 597-2010-12 are continued until the July 2011 AOGC
hearing.

This Order shall be effective from and afier February 08, 2011; and the Commisslon shall have continuing
Jurisdiction for the purposes of enforcement, and/or modifications or amendments to the provisions of this

Order.
ARKANSAS OIL AND GAS COMMISSION

A =,.0

Lawrence E. Bengal,
Directar
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Explanation

Significant Earthquakes
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ARKANSAS OIL AND GAS COMMISSION *:":ﬂ:’:‘:fﬁ'f :‘fﬁi‘:;:‘;:;‘;:"““‘

1] i
Divector’s Offlee: Phene: (870} B62-4965

gﬂ:‘N;l'l’;ml Resources Drive ‘ ) :» a7 FAX: (BT0)H62-H823
Wle y\J ‘ Y o 2,
Phoncs (501 6634814 Mike Besbe } Lawrence Bengal -y oo
Fox:  (581)683-5818 Governor Divector Fort Sn:«‘h’.‘?s 08
hitp:ilwww . aoge.state.ar.us ,.-' Ax“f @m) “,' o ,‘,5;‘
- RN TR
T S OF - MARCH 4 1

DOCKET NO. 051A-2011-02 - CONSENT ORDER

Chesapeake Operating Inc. ("Chesapeake”) and Clarita Operating LLC (“Clarita”) will
comply with the emergency application request sought by the Director, Lawrence E.
Bengal, of the Arkansas Oil and Gas Commission (“AOGC") to immediately cease all
injection operations in the SRE 8-12 1-17 SWD Well in Sec. 17-T8N-R12W, and the
Wayne L. Edgmon No. 1 SWD Well in Sec. 6-T7TN-R12W, both in Faulkner County,
through the last day of the regularly scheduled AOGC hearing in March.

Accordingly, the special hearing of the AOGC scheduled for today, March 4, 2011, will
only be a short procedural hearing for the Commission to enter the order presented by
Staff and accepted by both Chesapeake and Clarita. No witnesses will testify for any of
the parties, and only evidence required for this procedural hearing will be introduced at
today's hearing. However, Staff of the AOGC will flle an application requesting further
relief from the Commission at the regularly scheduled AOGC hearing beginning on
March 29, 2011.

ARKANSAS OIL AND GAS COMMISSION
Lawrence E, Bengal, Director

COMMISSION MEMBERS
Chad White, Chasrman, Magnolia
W, Frank Morledge, Vice-Chastman. Forrest City
Charles Wohiford, Fort Smith « Bill Poynler, Texarkann
Mike Davis, Magnolia » Kenneth Wilhiams, Jersey
Wilfiam L, Dawkins, Jr, Fort Smth « Jerry Lungley, Smackover
Chris Weiser, Magnolia

An equal apporiunity employe-
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ARKANSAS OIL AND GAS COMMISSION ziswefiiee
Director's Offtee: jp— . gwm&%
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Littie Rock, AR 72205 .
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Fax:  (S01)683-5818 Ford Sk, AR 72903
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RN TSI PRy
July 8, 2011

Arkansas Oil and Gas Commission
301 Natural Resources Drive, Ste 102
Little Rock, AR 72205

Re:  180A-2011-07

Request for an Order Imposing an Immediate Cessation of All Disposal Well Operations and
Establishment of a Moratorium Area For Any Class II or Class II Commercial Disposal Wells in a

Certain Area.
Dear Commissioners:

Staff of the Arkansas Oil and Gas Commission (“Applicant”) hereby requests a Commission Order requiring
the following enumerated items:

(1)  Establishment of a Moratorium Area for any new or additional Class II Disposal or Class
1I Commercial Disposal well in any of the Sections identified in Exhibit 1A that is to remain in
effect until the Commission adopts a General Rule establishing a permanent moratorivm area;

and

(2) Immediate Cessation and the plugging and abandoning of all existing Class 11 Disposal
and Class Il Commercial Disposal wells in the area described in Exhibit 1A, i.e. the SRE 8-12 1-
17 Class Il Disposal Well (Permit No, 43266); the Trammel Class II Disposal well (Permit No.
41079); Wayne L. Edgmon No. 1 Class Il Commercial Disposal well (Permit No. 36380); and
the Moore, W E Estate No. 1 Class II Commercial Disposal well (Permit No. 39487).

In Order Nos. 602A-2010-12 and 606A-2010-12, this Commission approved applications filed by the
Applicant imposing the immediate and continued moratorium on any new or additional Class II Disposal or
Class II Commercial Disposal Wells within: all Sections within the following Townships; 6N-12W; 6N-11W;
TN-11W; IN-12W; 7N-13W; TN-14W; TN-15W; 8N-11W; 8N-12W; 8N-13W; 8N-14W; ON-11W; IN-12W;
9N-13W; as well as Sections 7-36 in Township 8N-15W; and Sections 25-36 in Township IN-14W. This
moratorium was to remain in effect until the earlier of: the ACGC hearing in July 2011, or the Commission
voted to amend the provisions of the Order. As a condition of this Qrder, all operators of existing Class II
Disposal or Class Il Commercial Disposal Wells were required to submit bi-weekly reports detailing the daily
amounts of barrels of water infected per zone and the maximum daily injection pressure per zone from the later

COMMISSION MEMBERS
Chad Whits, Cheirman, Magnalia
W. Frank Morledge, Vice.Chairman, Forrest City
Chasles Wahlford, Fort Smith « Mike Davis, Magnolia +
Wiltiam L. Dawkins, Jr., Fort Smith « Jerry Langley, Smackover
Chris Welses, Magnolia » Jim Phitlips, Smckover ¢
George Corder, Seaccy

An equal apportunliy employer
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of January 01, 2010 or the date injection operations commenced and that this information continue to be
provided until the July 2011 AOGC hearing.

Additionally, in a series of Orders, beginning with Order No. 051A-2011-02, this Commission appreved the
Applicant’s request for an Order immediately ceasing all injection operations in both the SRE and Edgmon
Disposal wells. These requests were agreed to by the operators of these wells. Per the repeated and voluntary
agreement by the operators, the cessation of all operations in these two disposal wells remains in effect until
the conclusion of the Commission’s July 2011 hearing.

The establishment of the initial moratorium period provided the necessary time for an investigation to be
conducted by the AOGC, the Arkansas Geological Survey (AGS), and the Center for Earthquake Research and
Information (CERI), as to whether there was a potential correlation between the seismic activity and disposal
well operations in the initial moratorium area.

The investigation has reached a point which requires a regulatory response, as the seismic activity occurring
within the initial moratorium aren has revealed a previously unknown or unmapped fault system. This fault
system, highlighted by the recent activity associated with the Guy-Greenbrier Earthquake Swarm, indicate a
general northeast-southwest (approximately N30°E) trending deeper fault system which displaces the Lower
Ordovician through Precambrian strata, The proposed moratorium is based upon an area approximately 5
miles to the east and west of the fault system trends indicated by the seismic activity in the area.

Further, it is the opinion of the Applicant, based upon research by the AGS and the CERI, that there is
sufficient evidence to support the request identified in No. 2 above, as it appears that seismic events in the
proposed moratorium area are being enhanced, induced, or triggered by the operation of the disposal wells
identified above,

Therefore, based on the analysis of the data collected by the Applicant, AGS and CERY, it is the Director’s
conclusion that sufficient evidence exists to supports all enumerated items ahove.

Sincerely,

e, ©

Lawrence E. Bengal
Director
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ARKANSAS OlL. AND GAS COMMISSION
301 NATURAL RESOURCES DRIVE
SUITE 102
LITYLE ROCK, ARKANSAS 72205

ORDER NO. 180A-1-2011-07 August 02, 2011

General Rule B-43 Well Spacing Area
Faulkner Counly, Arkansas

EDI OF DISPO OPERATIONS AND E
CIAL DISPOS.

After due notlce and pubfic hearlng in Ef Dorado, Arkansas, baginning on July 26, 2011, the Arkansas Oil
and Gas Commission ("AQGC"), based on the evidence and testimony presented at the hearing and in
order to pravent waste, carry aut an ordarly program of development, protect the correlative rights of each
ownar In the common source(s) of supply, prevent the poliution of frash water supplies and unnecessary
damage fo property, soll, animals, or aguatic life by oll, gas or salt water, and to protect the health and
waelfare of the public, has found the following facts and issued the following Order.

STATEMENT OF CASE

The Staff of the Arkansas Oll and Gas Commission (“Applicant’) requests an order requiring the
immediate cessation of disposal operations in the Moare, W.E. Estate No. 1 Class I} Commercial Disposal
well (Parmit No. 39487), operated by Deep-Six Water Disposal Services, LLC ("Deep Six"), and the
plugging of said well by September 30, 2011.

fNDI [v] T
From the svidence introduced at sald hearing, the AOGC finds;

1. That in Order No. 63-2008-01, the Diractor of the AOGC was ordered to issus a permit granting
Desp-Six Water Disposal Services, LLC, authority to operate the E.W. Moore Estate No. 1 Disposal
well {Permit No, 39487), located in Section 22, Township 7 North, Range 12 West, Faultkner County,
Arkansas, subject to certaln conditions as particularly described in sald Order, and summarized

below:

a. That Deep Six had to provide proof of liability insurance of sufficlent amount, prior to
commencemaent of operations, and in January of each succeeding year; and

b. That the Director had the authority fo amend, revoke, or otherwise madify any aspect of the
disposal permit as desmed necessary; and

¢. That Deep Six was to conduct a pressure fall-off test prior to commencement of operations; and

d. That Deep Six was to install the selsmic monitoring arvay stations, as detalled at the time of
hearing In February of 2008, and agreed to by Deap Six;

e, That Desp Six was required to share all data acquired, due to the monitaring array, with the
University of Arkansas at Little Rock and the Commission,

f. That Deep Six was requirad fo cycle the disposal program to determine if operations caused an
Increase in seismic activity.

2, That Order No. 083-2008-01 {(Appeal), enterad after a hearing on June 24, 2008, upheld the
Director's Declsion that the sufficlent amount of liability insurance was a minimum of twenty-five
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million dollars.

3. That seismic aclivily has been enhanced, induced, or triggered in other areas of the country in the
past.

4. That seismic activity occumring within the moratorium area established by Order Nos. 606A-2010-12
and 602A-2010-12 revealed a previously unknown or unmapped fault system.

5. That the particular fault highlighted by the seismic activity may be capabls of producing additional
earthquakes of simllar or greater magnitude as have already occurrad,

6. That this fault systam, highlighted by the racent activity assoclated with the Guy-Greenbrlar
Earthquake Swarm, indicates a general northeast-southwest (approximately N30°E) frending fault
system which displaces the Lower Ordoviclan through Precambrian strata, and may be present near
the Deep Six E.W. Moore Estate No, 1 Disposal well (Permit No, 39487).

7. That the Deep Six E.W. Moore Estate No. 1 Disposal well (Permit No. 39487) is located very near to
the Morrilion Fault.

8. That disposal operations in the Deep Six E.W. Moore Estate No. 1 Disposal well (Permit No. 39487),
should be parmanently ceased, and said disposal well should be plugged as selsmic events may he
enhanced, Induced, or triggered by the operation of said disposal well.

9. That in order to prevent waste, carry out an orderly program of development, protect the correlative
rights of each owner in the common source(s) of supply, pravent the poliution of fresh water supplies
and unnecessary damage to properly, sofl, animals, or aquatic Iife by oil, gas or salt water, and to
protect the health and welfare of the public, the request of the Applicant should be granted,

10. That Deep Six was present and represented by counsel, Robert M. Honea.

CONCLUSIONS OF LAW
1. That due notice .of public hearing was given as required by law and that this Commission has

jurisdiction over sald parties and the matter herein considered.

2. That this Commission has authority to grant or deny said application under the provisions of Act
No. 105 of 1938, as amended.

ORDER
It Is, therefore, ordered by the Commission;

1. That disposal operations In the Deep Six EW. Moore Estate No. 1 Disposal well (Permit No.
39487), shall be Immediately ceased.

2, That the Deep Six E.W. Moore Estate No. 1 Disposal well (Permit No. 39487) said well shall be
properly plugged by September 30, 2011.

3, That Deep six Is to continue to repart the hourly / bi-hourly pressures In the same manner and on
the same form previously prascribed by the Director for a period of two weeks following the
effactiva date of this Order, and thereafter Deep Six shall report the dally pressure data to be
submittad on a bi-weekly basis untll the well {s properly plugged.

4. If Deep Six seeks judiclal review of this declsion, then the order to properly plug the Deep Six

EW. Moore Estate No. 1 Disposal well (Permit No. 39487) by September 30, 2011 shall be
stayad until the review process Is complete,
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This Order shall be effactive from and after August 02, 2011; and the Commission shall have continuing
jusisdiction for the purposes of enforcement, and/or modifications or amendments to the provisions of this
Oxder.

ARIKANSAS OIL AND GAS COMMISSION

A= 0

Lawrence E, Bengal,
Director
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ARKANSAS OIL AND GAS COMMISSION
301 NATURAL RESOURCES DRIVE
SUITE 102
LITTLE ROCK, ARKANSAS 72205
ORDER NO. 180A-2-2011-07 August 02, 2011

CLASS il COMMERCIAL DISPOSAL WELL OR
CLASS I DISPOSAL WELL MORATORIUM
Clebure, Conway, Faulkner, and Van Buren Countlas, Arkansas

After due notice and public hearing In £ Dorado, Arkansas, on July 26, 2011, the Arkansas Oll and Gas
Commission, In order to prevent waste, carry out an orderly program of development, protect the
correlative rights of each owner in the common source(s) of supply, prevent the poliution of fresh water
supplies and unnecessary damage to property, soll, animals, or aquatic life by oll, gas or salt water, and
to protect the health and walfare of the publlc, has found the following facts and issued the following

Order.
TAT 0 SE

The Staff of the Arkansas Oll and Gas Commission ("Applicant”) filed an application raquesting an
immadiate moratorium on any new or additional Class Il Commercial Disposal Well or Class 1l Disposal
Well permits in any of the Sections identified in Exhibit 1A or 1B of the Application, that is to remain in
effact until the Commission adapts a General Rule establishing a permanent moratorium area

EINDINGS OF FACT

From the evidence Introduced at sald hearing, the Arkansas Oll and Gas Commission (hereinafter
referred to as AOGC) finds;

1. That the Directar filed an application requesting an immediate moratorium on any new or additional
Class 1l Commercial Disposal Well or Class §l Disposal Well permits In any of the Sections identified
in Exhibit 1A or 1B of the application {"moratorium area"), that Is to remain in effact until the
Commission adopts a General Rule establishing a permanant area,

2. That seismic activily has been enhanced, induced, or triggered In other ateas of the country in the
past.

3. That selsmic activity occurring within the moratorium area has revealed a previously unknown or
unmapped fauit system.

4. That the parlicular fault highlighted by the selsmic activity may be capable of producing additional
earthquakes of similar or greater magnitude as have already occtirred.

6. That this fault system, highfighted by the recent activily associated with the Guy-Greenbrier
Earthquake Swarm, indicates a general northeast-southwast {approximately N3IO°E) trending fault
system which displaces the Lower Ordovician through Precambrian strata,

6. That, at the time of the hearing, thers were four Disposal walls within the moralorium area, However,
the parmit holder of both the SRE 8-12 1-17 Class II Disposal Well (Pemit No. 43266) and the
Trammel Class 1l Disposal well (Permit No. 41079), and the permit holder of the Wayne L. Edgmon
No. 1 Class /| Commercial Disposal well (Permit No. 36380), agreed to immediately and permanently
cease all disposal aparations In both disposal wells, and to properly plug the subjact disposal wells by
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September 30, 2011. The remaining Class 1| Commercial Disposal Well, the Moore, W E Eslate No.
1 Class |l Commercial Disposal well (Permit No. 39487), is subject lo the provisions of Order No.
180A-1-2011-07.

7. That no objects were filed in relation to Docket No. 180A-1-2011-07.
CONCLUSIONS OF LAW

1. That due notice of public hearing was glven as required by law and that this Commission has
Jurisdiction over said parties and the matter herein considered.

2. That this Commission has authorlty to grant or deny sald apptication under the provisions of Act
No. 105 of 1939, as amended.

ORDER

It Is, therefore, orderad by the Commisslon: that an immediate moratorium (s In effect for any new or
additional Class 1! Commercial Disposal Well or Class il Disposal Wells within the moratorlum area
described in the application, mora specifically, as described or depicted In Exhibits 1A and 18 of Docket
No. 180A-2011-07, that shall remain In effect untii the Commission adopts a General Rule astablishing a
permanent moratorium area,

This Order shall be effective from and after August 02, 2011; and the Commisslon shall have continuing
Jurisdiction for the purposes of enforcement, and/or modifications or amendments to the provisions of this
Order.

ARKANSAS OIL AND GAS COMMISSION

H==p.0

Lawrence E. Bengal,
Director



