£ B2/12/2818 14:12 585-476-3462 OIL CONSERVATION DIS PAGE B4/v9

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

IN THE MATTER OF THE APPLICATION

OF CHESAPEAKE ENERGY CORPORATION FOR
CANCELLATION OF A PERMIT TO DRILL (“APD”)
ISSUED TO COG OPERATING LLC (“COG™)
[BLACKHAWK “11” FED COM Well No. 2-H]

EDDY COUNTY, NEW MEXICO.

JHAVARE R (T 114

(090 J3N034

0l

casgno. | 4584

APPLICATION

- Comes now CHESAPEAKE ENERGY CORPORATION (“Chesapeake™) by -its
attorneys, Kellahin & Kellahin, applies to the New Mexico Oil Conservation Division
(“Division”) for an order canceling the Division’s approval of the following for permit to drill
(“APD™) issued to COG Operating LLC (“COG”): API 30-015-37106 for the Blackhiawk “117
Federal Com #2-H Well, a horizontal welibore with a surface location in Unit I and a bottom-
hole location in Unit K of Section 11, T16S, R28E, Eddy County and to be dedicated to a non-
standard 120-acre spacing unit consisting of the NE/4SW/4 of this section.

In support of its application, Chesapeake states:

1. About February 27, 2008, COG Operating, LLC filed an application for permit to drill
(“APD”) with the Bureau of Land Management-Roswell, with a Division form C-102, that were
approved on May 22, 2008 for the Blackhawk “11” Federal Com #1H Well, (APl # 30-015-
37106) a horizontal wellbore with a surface location in Unit K and a subsurface Jocation in Unit I
of Section 11, T16S, R28E, Eddy County and to be dedicated to a non-standard 120-acre spacing
unit consisting of the NE/4SW/4 & N/2SE/4 of this section. See first page of APD and Division
form C-102 attached as Exhibit “B™ '

2. In violation of the Division’s Rules and Orders, COG has filed an APD for a horizontal

wellbore in which COG does not have any interest in either (a) the surface location or (b) the
first 1,050 feet of the producing interval of this wellbore. See Exhibit “B” attached

EXHIBIT B
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3. COG’s proposed 120-acre non-standard oil spaciny unit each contains three 40-acye tracts
consisting of NE/4SW/4 & N/2SE/4: (See Locator Map attached as Exhibit “C”)

Unit K Chesapeake = 56.18%; Devon=43.75%; and MacDonald = 0.07%
Unit ] and Unit J COG=100%

4. In compliance with Commission Order R-12343-E, dated March 16, 2007, the Division
revised and modified its Form C-102 to require that the Operator certify that:

“I hereby certify that the information contained herein is true and complete to the best of
my knowledge and belief, and that this orgunization either owns a working ibterest or
unleased mineral interest in the land including the proposed bottom hole Jocation or has a
right to drill this well at this location pursuant to a contract with an owner of such a
mineral or working interest, or to a voluntary pooling agreement or a compulsory pooling
order heretofore entered by the division.”

5. COG’s form C-102 for this wellbore was improperly certified because COG Operating LLC
had placed the surface location and approximately 1,050 feet of the production interval within
one of the three 40-acre tracts of the spacing unit in which COG Oil & Gas LP had no mineral
interest and had not reached a voluntary agreement with Chesapeake or obtained a Division
compulsory pooling order.

6. In doing so, COG violated the. “operator certification” contained in Division Form C-102 by
falsely certifying that it had an interest in each of the tracts to be penetrated by the wellbore.

7. COG has not proposed this well to Chesapeake.

8. Notice of this application and hearing has been send to the parties set forth on Exhibit “D”
Attached

WHEREFORE, Chesapeake, as applicant, requests that this application be set for hearing on
Sept.ember 17, 2009 before the Division's.dyly appointed examiner, and that after notice and
hearing as required by law, the Divisioff enter 1% order canceling this APD.

06 Gonzales Road
Santa Fe, New Mexico 87501
(505) 982-4285
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DISTRICT I Form €-102
1678 W, Fresd Dr.. Flobbe, NX 80340 Sul;te of New Mexico . Revised October 13, 2000
P,E'Enﬂ H.,, T Energy, Kineralx and Nnh\rf\ Redoprees Dopirtmen Subentt o Apyraphiste Distriet nml“
DISTRICT I Oll. CONSERVATION DIVISION Braty Laam - 4 oo
(D00 e Wredos A4, Axtwe, KX 87410 1220 South St. Francig Dr.

Santa Fe, New Mexico B7505
DISTRICT XV

: O AMENDED REPORT

JESD £ L Franals Pr., Bagts Pu, MU #7308

WELL LOCATION AND ACREAGE DEDICATION PLAT
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30-015- AN \0(e _ Wildeat CROWFEATE] ABO -
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=737 BLACKHAWK "11* FEDERAL COM - oy
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Exhibit “D”

COG Operating LLC
550 West Texas Avenue
Suite 1300

Midland, TX 79701

COGOil & GasLP

550 West Texas Avenue
Suite 1300

Midland, TX 79701

Tim MacDonald
23 Graham Lane
Lucas. TX 75002
972-390-8106 ph

Ken Gray

Devon Energy

20 N. Broadway

Oklahoma City, OK 73102
405-552-4633



