KELELAHIN & KELLAHIN
Attorney at Law

}N. THOMAS KELLAHIN TELEPHONE 505982-4285
706 GONZALES ROAD FACSIMILE 505-882-2047
SANTA FE, NEw MEXICO 87501 TKELLAHIN@COMCAST.NET

August 11, 2009

HAND DELIVERED

Mr. Mark E. Fesmire, Director
Qil Conservation Division
1220 South St. Francis Drive
Santa Fe, New Mexico 87505
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Re:  Application of Chesapeake Energy Corporation
for Cancellation of a Permit to Drill (“APD”)
issued to COG Operating LLC (“COG”)
Blackhawk “11” Federal Com #2-H (API 30-015-37106)
NE/4SW/4 and N/2SE/4 Sec 11, T16S, R28E
Eddy County, New Mexico
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Dear Mr. Fesmire:

On behalf of Chesapeake Energy Corporation, enclosed for filing is our
referenced application to besetfor hearing on September 17, 2009 on the
Division’s Examiner’s ddcket.

CC: Chesapeake Energy Corporation
Attn: Kevin Pfister, Landman



ADVERTISEMENT

CASE /4384 Application of Chesapeake Energy Corporation for
cancellation of a permit to drill (“APDs”) issued to COG Operating LLC, Eddy
County, New Mexico. Applicant seeks an order canceling the Division’s
approval of the following application for permit to drill (“APD”) issued to COG
Operating LLC (“COG™): API 30-015-37106 for the Blackhawk “11” Federal
Com #2-H Well, a horizontal wellbore with a surface location in Unit K and a
bottom-hole location 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. This unit is located approximately 16 miles northeast of
Hagerman, New Mexico.



STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
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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 Blackhawk “11”
Federal Com #2-H Well, a horizontal wellbore 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, (API # 30-015-
37106) a horizontal wellbore with a surface location in Unit K and a subsurface location 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



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

Unit K Chesapeake = 56.18%; Devon=43.75%; and MacDonald = 0.07%
Unit I 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 organization either owns a working interest or
unleased mineral interest in the land including the proposed bottom hole location 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
September 17, 2009 before the Division's.duly appointed examiner, and that after notice and
hearing as required by law, the Divisips % order canceling this APD.

v W. TAHOMAS KELLAHIN
KEILLAHIN & KELLAHIN

706 Gonzales Road

Santa Fe, New Mexico 87501

(505) 982-4285
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OCD-ARTESIA ‘
Form3160-3 : FORM APPROVED
(Apnl 2004) . : ‘ OMB No 1004-0137
o ) Expires March 31, 2007
. UNITED STATES MAY 27 2009 v
‘ DEPARTMENT OF THE INTERIOR 5 Lease Seral No
BUREAU OF LAND MANAGEMENT
. 6. If Indian, Allotee or Tribe Name
APPLICATION FOR PERMIT TO DRILL OR REENTER o
d
la. Type of wark: DRILL [:] REENTER . 11 5;1: or CA Agreement, Name and No
. o 8. Lease Name and Well No
Ib. Type of Well Oil Well DGas Well DOLher DSingle Zone DMulhplc Zone Black Hawk 11 Fed Com #2
2 Name of Operator . 9. API Well No, ;
COG Operating LLC .
persn - 10-015-3710k,
32 Address 3b. Phone No. finclude area cod) .| 10. Feld and Pool, or Exploratory
550 W. Texas, Suite 1300 Midland TX 79701 (432) 6854385 " w#bﬂ i
4. Location of Well (Report locaton clearly and in acoardaree with ary Sute regurements,%) 1L Sec, T.R M. ar Blk and Survey or Area
At surf 1800' FSL & 1590' FWL, .
uriace "R@SWELL COMROLLED WATER E A‘;H‘gec 11, Tlﬁs, R28E
At proposed prod. zone 1650' FSL & 330" FEL, UL 1
14. Distance in miles and dwection from nearest town or post office* : i 12 County or Parish | 13. State
2.5 miles north of Loco mns NM - Eddy - - NM
15, Distance from proposed* - 1 16 No.of acresin lease 17. Spacing Unit dedicated to this wel}
locanontor}eareslt o ' ' A
roperty or lease line, ' . : Y,
E o th nearest drig. unit line, if any) 5% - 1760 40 j 20
18, Distance from proposed location* . Proposed Depth, 20. BLM/BIA Bond No on file
to nearest well, drﬁlmg, completed, : T lé‘\ ' '\-\0\3 LRSS .
apphcd for on this lcasg ft. . 450! TVD 0‘1 MD 9950 . NMBOOOZ]S
b R fe9
21, Elevations (Show whether DF, KDB, RT, GL, etc) . 22 Approximate date work will start* 23 Estimated duration
3576' GL T . _ 04/01/2009 10 days

24. Attachments
The following, completed in accordance with the requirements of Onshore Oil and Gas Order No.1, shall be attached to this form:

1. Well plat certified by a registered surveyor. ' “ o 4. Bond to cover the operations unless covered by an existing bond on fils (see

2 ADrilling Plan. . ltem20 above). -
3. A Surface Use Plan (if the location is on National Forest System Lands, the Opemtor certification
SUPO shall be filed with the appropriate Forest Service Office). . o 6 Such other site specific informetion and/or plans 85 may be rcqmred by the

authorized officer,

25. Signgture e (Printed/Typed) B ' Date .
\ﬁu/&ﬂﬁ WZ 5 Phyllis A. Edwards 02/27/2009

Title
Regulﬂtory Analyst .
Approved by (Signature) /S / Don PeterSo n- Name (Printed/Jyped) Daty )
, <'Don Peterson__» | MAY 22 2008
Title ) - ’ Office —
FIELD MANAGER - - CARLSBAD FIELD OFFiCH S
Application approval does not warrant or certify that the applicant holds legal or equxlable title to those rights in the subject} Wﬁﬁ to .
conduct operations thereon, APPHO A eﬁaﬁmﬁww

_Conditions of approval, if any, are attached.

Title 8 US.C. Section 1001 and Title 43 US C. Section 1212, make it u crime for any person knowingly and willfully to make to any departmcm ot agency of the United

Statesany false, fictitious or frandulent statements or representations as fo any matter within its jurisdiction,

*(Insiructions on page 2) s ) . o _/\/,VL

APPROVAL ST e 1.
GENERAL R cr o

ol STRER
SEE ATTACHED FUR - AND & y HENTS
CONDITIONS OF APPROVAL A rmfﬁ | ST _ULIONS _

EXHIBIT

PENGAD 800-631 -6989

 Bh-oq =523




DISTRICT I

1823 N. French Dr., Hobbe, NM 88240

DISTRICT It
1301 W Crend Awnus, Artesia, NN 882)

DISTRICT II

1000 Rio Braxos Rd., Axtec, NM 87410

DISTRICT IV

1280 R Bt Francis Dr., Banta Fu, NM 87805

State of New Mexico
Energy, Minerals and Natural Resources Department

OIL CONSERVATION DIVISION

1220 South St. Francis Dr.
Santa Fe, New Mexico 87505

Form C-102
Revised October 12, 2005

Submit to Approprinte District Office

State Leams - 4 Copies
Fee Lease — 3 Copies

[ AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PIAT

120

API Number Pool Code Pool Name
30-015- "2) \Q(Q Wildeat CREW-TEATS; ABO
Property Code A Property Neme ¥Well Number
273737 BLACKHAWK "11” FEDERAL COM 2H
OGRID No. Operator Name Elevation
229137 C.0.G. OPERATING L.L.C. 3578
Surface Location
UL or lot No. | Section | Township Range Lot Idm Feet from the | North/South line Feet from the Enst/West line County
K 11 16 S 28 E 1800 SOUTH 1590 WEST EDDY
Bottom Hole Location If Different From Surface
UL or lot No. Section Township Range Lot Idn Feet from the North/South line Feet from the East/West line | County
{ 11 186 S 28 E 1650 SOUTH 330 EAST EDDY
Dedicated Acrez | Joint or Infill | Consolidation Code Qrder No.

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION

LAT.: N 32°56'09.01"
LONG.: W104°08°23.24"

N.: 704240.973
SPC- ¢ : 597563.755
(NAD-83)

—— — — —— — — ]
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4650

OPERATOR CERTIFICATION

I hereby certify tha! the {nformation
containad herwin iz true and complete fo
the best of my knowledgs and beliaf, and that

the division.

Robyn Odom

Printed Name

SURVEYOR CERTIFICATION

1 herady ceriify that the well lecation shoun
on this pla! wes plotted from foald notes of
cotual surveyr made by ma or under my
supervison, ond that the some 12 trus ond
correct to the best of wmy belisf

28, 2007

7977 |

Certificate No. Gory L. Jones

BAgIN_SURVEYS
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Section 11 APDs
11-165-28E
Eddy Co., New Mexico
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Projection:GCS North American 1927

Author: Erin Fay

Scale: 1:4,368

Date: 4/22/2009
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Permits

—— APD Approved
---- APD Not Approved

Owners




COG Operating LLC
550 West Texas Avenue
Suite 1300

Midland, TX 79701

COG Oil & Gas LP

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

Exhibit “D”



