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NEW MEXICO OIL CONSERVATION DIVISION

- Engineering Bureau -
1220 South St. Francis Drive, Santa Fe, NM 87505

ADMINISTRATIVE APPLICATION CHECKLIST
THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE
Application Acronyms: C}//;L
[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication] W :}’?
[CTB-Lease Commingling] [PLC-Pool/Lease Commingling] S =
[OLM-Off-Lease Measurement] 7 /,-v"‘"”’

[DHC-Downhole Commingling]

[PC-Pool Commingling] [OLS - Off-Lease Storage]

[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion]
[SWD-Salt Water Disposal] [IPl-Injection Pressure Increase]

{PPR-Positive Production Response]

[EOR-Qualified Enhanced Qil Recovery Certification}
[11  TYPE OF APPLICATION - Check Those Which Apply for [A] Q Gi p&
[A] Location - Spacing Unit - Simultaneous Dedication '\ C o~
AsL [0 nsp [T sp \k(u
Check One Only for [B] or [C] ~ t
{B] Commingling - Storage - Measurement cc.?c..:
[1pbuc [JcrB [Jrec []Jrc []oLs [] oLm - iy
2 m
[C] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery S
O] wex ] pmx [ swp [ 1t [] EOR [ PPR o F'“
Anwl
D Other: Specif L A
D]} er: Specify = —
{21 NOTIFICATION REQUIRED TO: - Check Those Which Apply, or Does Not Apply w0 ™M
[A] Working, Royalty or Overriding Royalty Interest Owners N O
’ S N

Q/ Offset Operators, Leaseholders or Surface Owner

(B]
(€] (] Application is One Which Requires Published Legal Notice
[D] [] Notification and/or Concurrent Approval by BLM or SLO
U.S. Bureau of Land Management - Commissioner of Public Lands, State Land Office
(E] [] For all of the above, Proof of Notification or Publication is Attached, and/or

[F] [l Waivers are Attached
SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE

3] '
OF APPLICATION INDICATED ABOVE.
CERTIFICATION: [ hereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. 1 also understand that no action will be taken on this

. 4]
application untif the required information and notifications are submitted to the Division
Note: Statement must be completed by an individual with managerial and/or supervisory capacity.
QO thor ey 5-9-0%
Title ] Date

Qcean Monds D oy &
ignature
OmunJSc‘rx@l«ollan.d hart Corm

Print or Type Name
e-mail Address




Ocean Munds-Dry
omundsdry@hollandhart.com

HOLLAND&HART, ®

May 9, 2008
o E AN
HAND-DELIVERED & g
"y &
Mark E. Fesmire, P.E. ‘ i # o
Director n (;; - 7
Oil Conservation Division /,;' ?’/ o

New Mexico Department of Energy,
Minerals and Natural Resources
1220 South Saint Francis Drive
Santa Fe, New Mexico 87505
L . G
Re: Application of Chesapeake Operating, Inc. to_amend Admlmslratlve Order NSL-
: 5799 for administrative approval of an unortth penetratlon -point for its IMC
21 Federal Well No. 2H drilled as a horizontal wellbore from a surface location
460 feet from the North line and 410 Teet from the Last line, intersecting the
Delaware formation at an unorthodox penetration point 460 feet from the North

line and 410 feet from the East line to a standard botfomhoie Tocation 330 “feet

from the South line and 650 feet from the East line of Section 21, Township 23
South, Range 29 East, NMPM, Eddy County, New Mexico.

Dear Mr. Fesmire:

Chesapeake Operating, Inc. (“Chesapeake™) hereby seeks administrative approval to
amend Administrative Order NSL- 5799 putsuant to the provisions of Division Rules
104 and 111 of an unorthodox penetratlon point for its IMC 21 Federal Well No. 2H.
This well is located in Section 21, Township 23 South, Range 29 East, N M.P.M., Eddy
County, New Mexico which has been drilled to test the Delaware formation, Harroun
Ranch Delaware Oil Pool, from an unorthodox surface location 460 feet from the North
line and 410 fcct from thc East line, intersecting the Delaware formation at an
unorthodox penetration point 460 feet from the North line and 410 feet from the East
line, and to a standard bottomhole location 330 feet from the South line and 650 feet
from the East line of said Section 21, Eddy County, New Mexico. A 120-acre project
area has been dedicated to this horizontal well comprised of the SE/4 NE/4 and the E/2
SE/4 of Section 21.

This location is unorthodox because the Delaware formation under this acreage is
governed by the Division’s statewide rules which provide for wells on 40-acre spacing
units to be located no closer than 330 feet to the outer boundary of the spacing unit.
Division Rule 111 defines the “Penetration Point” as “the point where the wellbore
penctrates the top of the pool from which it is intended to produce.” The wellbore

Holland & Hart up

Phone [505) 988-4421 Fax [505) 983-6043 www.hollandhart.com

110 North Guadalupe Suite 1 Santa Fe, NM 87501 Mailing Address P.O.Box 2208 Santa Fe, NM 87504-2208
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"HOLLAND&HART. *

penetrates the Delaware formation at a point outside of the producing area and the
project area.

In its original application, Chesapeake indicated that the well would be at a standard
location at the producing interval. Administrative Order NSL 5799 granted
Chesapeake’s application for a non-standard location for the well, but also stated that it
was the Division’s understanding that “the only interval that will be perforated is the
Lower Brushy Canyon member of the Delaware formation, and all perforations will be
located in the producing area.”

Chesapeake now requests approval to perforate and produce beginning at the northern
boundary of the project area, at a measured depth of 7,228 feet, dedicated to the well.
When the well was completed, in order to be 330 feet from the northern line,
Chesapeake set the shallowest perforation at 7,558 feet. Chesapeake therefore requests
approval to perforate and produce that interval from 7,228 feet to 7,558 feet.

Exhibit A is a copy of the mudlog for the IMC 21 Fed Com Well 2H. The lithology that

corresponds to the highlighted interval from 7,228 feet to 7,558 feet is roughly 90%

shale, has no shows, no gas increase and slow drilling. Exhibit B is a TerraVu (Geo-

Steering) Cross-Section that illustrates, in the highlighted area that the interval is out of

zone. This corresponds with what is shown on the mudlog. : ,\. A
_— L\

As previously stated, ownership is identical in the offsettlng spacing unit towards which
the well encroaches and therefore "ho notice 1S required pursuant to Division rules.
However, because Chesapeake seeks to perforate and produce closer to the offsetting
lgg it is providing a copy of this application with all attachments to all interest owners
in the offsetting spacing unit as well as Devon who is the operator to the north in
Section 16. Affected parties are listed in Exhibit C to this apphcatlon The affected
parties were advised that if they have an objection to this application it must be filed in writing
with the Division’s Santa Fe office within twenty days from the date notice was sent. It was also
advised that if no objections were received by the Division within twenty days, the Division

Director could approve the application.
Your attention to this application is appreciated.

{: Sincerely,

- Qe Mends }ﬁ

Ocean Munds-Dry
Attorney for Chesapeake Operating, Inc.

Enclosures
cc: OCD/Artesia, District 2
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Exhibit C
Application of Chesapeake to Amend NSL-5799
Section 21, Township 23 South, Range 29 East
Eddy County, New Mexico

Devon Energy Production Co., LP
20 North Broadway

Suite 1500

Oklahoma City, OK 73102-8260

TLW Investments LLC
PO Box 54525
Oklahoma City, OK 73154-1525

Liberty Energy Corp.
175 Berkeley, 18K
Boston, MA 02116

Quientesa Royalty LP
508 W. Wall Ave Ste 500
Midland, TX 79701

TDY Industries Inc.
Bank of America AGT
PO Box 840738

Dallas, TX 75284-0738

Michael D. Hayes
3608 Meadowridge Ln.
Midland, TX 79707

Madison M. Hinkle
PO Box 2292
Roswell, NM 88202-2292

Rolla R. Hinkle 111
PO Box 2292
Roswell, NM 88202-2292
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ADMINISTRATIVE APPLICATION CHECKLIST 5 777

THIS CHECKLIST IS MANDATORY FOR ALL ADMINISTRATIVE APPLICATIONS FOR EXCEPTIONS TO DIVISION RULES AND REGULATIONS
WHICH REQUIRE PROCESSING AT THE DIVISION LEVEL IN SANTA FE

Apptication Acronyms:
[NSL-Non-Standard Location] [NSP-Non-Standard Proration Unit] [SD-Simultaneous Dedication]
[DHC-Downhole Commingling] [CTB-Lease Commingling] [PLC-Pool/Lease Commingling]
[PC-Pool Commingling] [OLS - Off-Lease Storage] [OLM-Off-Lease Measurement]
[WFX-Waterflood Expansion] [PMX-Pressure Maintenance Expansion}
[SWD-Salt Water Disposal] [IPl-Injection Pressure Increase]
[EOR-Qualified Enhanced Oil Recovery Certification] [PPR-Positive Production Response]_

1] TYPE OF APPLICATION - Check Those Which Apply for [A]
(Al Logation - Spacing Unit - Simultaneous Dedication
d NSL [] nNsp [ sp

Check One Only for [B] or [C]
[B] Commingling - Storage - Measurement

[J oHc [ ctB [ pec O pc [ oLs [ oM

IC] Injection - Disposal - Pressure Increase - Enhanced Oil Recovery
O wex [J emx [0 swp [J et [J EOR [ PPR

hO h Ud ST 83440
Q3A1303Y

[D] Other: Specify

2] NOTIFICATION REQUIRED TO: - Check Those Which Apply, or Docs Not Apply
[A] [J working, Royalty or Overriding Royalty Interest Owners

B} E. Offset Operators, Leaseholders or Surface Owner
[C] [] Application is One Which Requires Published Legal Notice

(D] [J Notification and/or Concurrent Approval by BLM or SLO

U.S. Bureau of Land Management - Commissioner of Public Lands, Stale Land Office

|E} {1 For all of the above, Proof of Notification or Publication is Attached, and/or,
[F] D Waivers are Attached

31 SUBMIT ACCURATE AND COMPLETE INFORMATION REQUIRED TO PROCESS THE TYPE
OF APPLICATION INDICATED ABOVE.

{4] CERTIFICATION: I hereby certify that the information submitted with this application for administrative
approval is accurate and complete to the best of my knowledge. 1also understand that no action will be taken on this
application unti! the required information and notifications are submitted to the Division.

Note: Statement must be completed by an Individual with managerial and/or supervisory capacity.

Ocean Munds-Dey Qerar Wl Bwq cg-{vw 2-15-08

Print or Type Name Signature Title Y Date

amundsdry®@holland hart.Con

¢-mail Address




HOLLAND &HARTL, Ocean Munds Dry

February 15, 2008

HAND-DELIVERED

Mark E. Fesmire, P.E.

Director

Oil Conservation Division

New Mexico Department of Energy,
Minerals and Natural Resources

1220 Scuth Saint Francis Drive

Santa Fe, New Mexico 87505

Re: Application of Chesapeake Operating, Inc. for administrative approval of an
unorthodox penetration point for its IMC 21 Federal Well No. 2H to be drilled as
a horizontal wellbore from a surface location 460 feet from the North line and 410
feet from the East line, intersecting the Delaware formation at an unorthodox
penetration point 460 feet from the North line and 410 feet from the East line to a
standard bottomhole location 330 feet from the South line and 650 feet from the
East line of Section 21, Township 23 South, Range 29 East, NMPM, Eddy County,
New Mexico.

Dear Mr. Fesmire:

Chesapeake Operating, Inc. (“Chesapeake”) hereby seeks administrative approval
pursuant to the provisions of Division Rules 104 and 111 of an unorthodox penetration
point for its IMC 21 Federal Well No. 2H. This well is located in Section 21, Township
23 South, Range 29 East, NM.P.M.,; Eddy County, New Mexico and will be drilled to
test the Delaware formation, Harroun Ranch Delaware Oil Pool, from an unorthodox
surface location 460 feet from the North line and 410 feet from the East line,
intersecting the Delaware formation at an unorthodox penetration point 460 feet from
the North line and 410 feet from the Last line, and to a standard bottomhole location
330 feet from the South line and 650 feet from the East line of said Section 21, Eddy
County, New Mexico. A 120-acre project area has been dedicated to this horizontal
well comprised of the SE/4 NE/4 and the E/2 SE/4 of Section 21.
~ Lnmfs

This location is unorthodox because the Delaware formation under this acreage is
governed by the Division’s statewide rules which provide for wells on 40-acre spacing
units to be located no closer than 330 feet to the outer boundary of the spacing unit.
Division Rule 111 defines the “Penctration Point” as “the point where the wellbore
penetrates the top of the pool from which it is intended to produce.” The wellbore

HoMand & Hart ur
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HOLLAND&HART. PA

penetrates the Delaware formation at a point outside of the producing area and the
project area.

Although the wellbore penetrates the top of the Delaware Mountain Group at an
unorthodox location, the well will be at a standard location at the producing interval.
The surface location was chosen for topography reasons due to the salt lake being
nearby. Chesapeake penetrates the top of the Delaware at approximately 2,968 feet in
the vertical portion of the well and then will kick-off at approximately 3215 feet.
Chesapeake i1s targeting the Lower Brushy Canyon interval which is estimated at 6536
feet to 6528 feet. Therefore, once Chesapeake reaches the target formation, it will be at
a standard location.

Exhibit A is a copy of the C-102 filed for this well. Exhibit B is a plat which shows the
subject area and the 120-acre horizontal well project area for this well comprised of the
SE/4 NE/4 and the E/2 SE/4 of Section 21. The project area is comprised of federal
acreage.

A copy of this application with all attachments was mailed to Devon Energy who is the offset
operator in the adjoining spacing unit towards which Chesapeake is encroaching. The affected
party was advised that if they have an objection to this application it must be filed in writing with
the Division’s Santa Fe office within twenty days from the date notice was sent. It was also
advised that if no objections were received by the Division within twenty days, the Division
Director could approve the application.

Your attention to this application is appreciated. _
Sincerely,

Ceeans Wha kP y

Ocean Munds-Dry
Attorney for Chesapeake Operating, Inc.

Enclosures
cc: OCD/Artesia, District 2



DISTRICT 1

JOUS M. PRENCH DY, ROUUS, N £6240

DISTRICT 1

1301 W. GRAND AVKNUR, ARTESW, KK 88210

DISTRICT 11

1000 Rio Brazas Rd.,

DISTRICT IV

State of New Mexico

Bnergy, Minerals snd Neturel Resources Department

Axtac, KM 87410

TR

OQIL CONSERVATION DIVISION

1220 SOUTH ST.
Santa Pe, New Mexico 87505

ANCIS DR.

WELL LOCATION AND ACREAGE DEDICATION PLAT

Form C~(02

Revised Oolober 12, 200%

Subit o Appropriate Districlt Gffice
State Lesaz ~ ¢ Coples

Fee lewsé —~ 3 Coplen

J AMENDED REPORT

1824 B. ST. FRANTIS DR, SUNTL rE, MW 87003

Pool Code

WE

oungd foac A DL

AP1 Number
30-015 -3610]
Property Code Property Namu Well Numiber
IMC 21 FEDERAL COM 2H
OGRID No. Uperatar Nama Elevstion
CHESAPEAKE OPERATING INC. 2860°
Surface Localion
UL or tot Ne. Sectien. | Tawaship Range Lot idn Pezl from the Nerih/Seuth line Feet from the East/¥est line County
A 21 23-S¢ 29-C 460 NORTH 410 CAST EDDY
Hottom Hole Location If Different From Surface
UL or lat No. Bcetion Tewnship Renge Lot Idn Fecl from the Narth/South lne Feet from the Eset/West loe County
P 21 23-S{ 29-E 330 SOUTH™, €50 EAST EDDY
Consclidation Code {irder No.

Bedicated Aeres

Joiat or infilf

NO ALLOWAHLE WILL BE ASSIGNED TC THIS COMPLETION UNTIL ALL INTF‘RFS’I‘? HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVER BY THE DIVISION

GEQDETIC COORDINATES
NAB 77 NME
SURFACE LOCATION

Y=471746.9 N
X=608549.5 [

LAT. =32.296460" N l
LONC.=103.982034" W

I
AS—DRILLED l

DOTTOM HOLE LOCATION

Y=487217.7 N
X=608320.0 £ ‘

NOTE: AS—ORILLED BOTTOM HOLE LOCATION
PROV/QED BY CHESAPEAKE (OFERA TING INC.

|
|

I CRID AZ.= 18253557
HORZ. DISE.=

4538.4°

f

/

| B

OPERATOR CERTIFICATION

I Jerohy cortily that tha lnformelion
horeln fs true and complels o tha best of
e knowledge and belief, and that by
orgeniation vither owas a working interes(
or inleaged wiveréd interest ln the Jend
tocluding the proposed botlors huole localion
or hax g right to drill this weli af iy
location’ pursuant to & conlract with &n
owner of such mineral or working interest,

or to a roluntuy pooling agreetsent or &
ting order her eatered

by Eha division,

Cav, /)’w:/“(/ tfefer
Sigantard/ T
CLAIG BACK 3P

Printed Name

I

TrTiiifif

BiE Date; Suﬁv

SURVEYOR CERTIFICATION

T Aereby certity thal the well focation
shown on Uy plat was pivlied from fieid
notes of sctunl survery made by e or
weder iy superviaian, aod Set téo semc
rue snd cerrect lo the Gost aof my balies

v g,

v Ao ’égdfz

veyad ME \ u\‘f@w i7/1/07

Slgtmt\irc &/‘wal RIS
Profeaséaus) Surv{y

Cortificate Ho. GARY EIDSON 12041

RONALD J. EIDSON

3238

EXHIBIT_A-[




i 0e

e Draey

prep—r
Tk X Pt pam
LANTE PSRN P20

I

v s 103 St Patpntam
44T

ety 1o rem s AnAL

oxy

Cuoww

Cors B
o i n

Ty

_

wen

31411979

HBP

3

0

CO3E-00D

N R N APLER gl
,mozgamu
@ | Gz
I R E3L L R k]
NMT7 1000600 @ M z%mmmm.%ww%m_u e
3 R20H2I20 013§y
. J.o..:w; 12312913 M
311411979 :
3 HBP Devon N
: \M N CHK i k_ HBP
NM7870003-000
NM7710005-000 umc%‘uw\wg
3200320/320 125
041875’ 12i3372013
3HANGTY Devon
Hap
v0-4075
(a7
-1 NM7370001-006 %
A0S 8y |
0325
Frgst
B NATB0062- 000 N
520152004085 - NMOB6425
. 1ME 21 Fefd. Copr, #2H 2
HBP 7~ Mi78 10001200 | p)
1E0M180/03.25 .
0.125 ;
7111991
- IniRD r NM7876001:000
/ \W Sy hwm\um a2 642/640/189
o : . ; j 0.125
; i 7itngen )
w zQ:Sm,ra far 7/18/07 sal ! CHK:- HBP
Meeds: to be reassigned to o:mﬁm cord Hze odr -
K 75% Oo:Nb_mm 10731717 BHIE
p— POGO 5% 10117 ~ Bk N
P
Pralrie Sun
@ NMOG7103
(19)
NM77 10684-0C0
6060/600/87
NM108557 0,128
HBP o HBP 13 1302019
' ExxonMobil
, = 28 27
M @ mxxO.J NMEE6024 :
ExxenMobit o Mobil (14} NM771000-000 ;
HBP 40/40/5.8
3 NMU19548 ® 0.125
i (15) 117302010
@
Exxon —
Mobil Exxonitonl SN o - SR S
A See. 31-23S-29€ :
ZZa Ecrdy, N |
HBP Exxon Mcbil




Page 1 of 1

Brooks, David K., EMNRD

From: Brooks, David K., EMNRD

Sent: Tuesday, March 11, 2008 9:07 AM

To: ‘Ocean Munds-Dry"

Subject: NSL - Chesapeake - IMC 21 Fed Com #2H
Dear Ocean

I gather that the NE/NE of Section 21, where the well is located, will not be included in the project area.

Is ownership identical between the NE/NE of 21 and the proposed project area? If not, | believe the NE/NE would
be an affected unit, and notice to owners, if any other than Chesapeake, in that unit would be required.

Please advise.
Thanks

David K. Brooks
Legal Examiner

3/11/2008
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Brooks, David K., EMNRD

From: Ocean Munds-Dry [Omundsdry@bhollandhart.com]
Sent: Monday, March 17, 2008 1:19 PM

To: Brooks, David K., EMNRD

Subject: RE: NSL - Chesapeake - IMC 21 Fed Com #2H

David:
| have just confirmed with Chesapeake that ownership is identical in the NE/NE of Section 21.

Thanks,
Ocean

From: Brooks, David K., EMNRD [mailto:david.brooks@state.nm.us]
Sent: Tuesday, March 11, 2008 10:07 AM

To: Ocean Munds-Dry

Subject: NSL - Chesapeake - IMC 21 Fed Com #2H

Dear Ocean
I gather that the NE/NE of Section 21, where the well is located, will not be included in the project area.

Is ownership identical between the NE/NE of 21 and the proposed project area? If not, | believe the NE/NE
would be an affected unit, and notice to owners, if any other than Chesapeake, in that unit would be
‘required.

Please advise.
Thanks

David K. Brooks
Legal Examiner

Confidentiality Notice: This e-mail, including all attachments is for the sole use of the intended
recipient(s) and may contain confidential and privileged information. Any unauthorized review,
use, disclosure or distribution is prohibited unless specifically provided under the New Mexico
Inspection of Public Records Act. If you are not the intended recipient, please contact the sender
and destroy all copies of this message. -- This email has been scanned by the Sybari - Antigen
Email System,

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

3/17/2008



Bill Richardson

Governor

Joanna Prukop Mark Fesmire

Cabinet Secretary . Division Director
Reese Fullerton ] Oil Conservation Division

Deputy Cabinet Secretary

March 17, 2008

Ms. Ocean Munds-Dry
-Holland & Hart, LLP
P.O. Box 2208

Santa Fe, NM 87504

Administrative Order NSL-5799

Re:  Chesapeake Operating, Inc.
IMC 21 Federal Com Well No. 2H
API'No. 30-015-36109
Unit A, Section 21-23S-39E
Eddy County

Dear Ms Munds-Dry:‘

Reference is made to the following:

| (a) your application (administrative application reference No.
pKVR08-0805056937) submitted to the New Mexico Oil Conservation Division
(the Division) in Santa Fe, New Mexico, on behalf of Chesapeake Operating, Inc.
(Chesapeake) on February 15, 2008, and

(b) the Division's records pertinent to this request.

Chesapeake has requested to drill the above-referenced well as a horizontal well in the

Delaware formation, at a location that will be unorthodox under Division Rule 111. The
proposed surface location, point of penetration and terminus of the well are as follows:

Surface Location: 460 feet from the North line and 410 feet from the East line
(Unit A) of Section 21, Township 23S, Range 29E, NMPM o
Eddy County, New Mexico fv-‘
Jo— 28
N . ",'3 & : .
Point of Penetration;. . Same-as-Sutface Location: Bt -
. ‘ K . 1
‘Terminus 330 feet from the South line and 650 feet from the East line P
: (Unit P) of said Section . ' b i

‘ Oil Conservatior. Division * 1220 South St. Francis Drive
: * Santa Fe, New Mexico 87505 M
* Phone: (505) 476-3440 * Fax (505) 476-3462" http://www.emnrdstatenmus
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The SE/4 NE/4 and E/2 SE/4 of Section 21 will be dedicated to the proposed well to form
a project area comprising three entire, standard spacing units in the Northeast Harroun Ranch-
Delaware Pool (96878). This pool is governed by statewide Rule 104.B(1), which provides for
40-acre units, with wells located at least 330 feet from a unit outer boundary. This location is
unorthodox because a portion of the producing interval will be located outside the boundaries of

- the project area, and therefore outside the producing area.

Your application has been duly filed under the provisions of Division Rules 104.F and
1210.A(2). N

It is our understanding that you are seeking this location because of surface topography.
It is further understood that, although the wellbore penetrates the top of the Delaware Mountain 0
Group in Unit A of Section 21 (which is outside of the project area, as well -as outside the
producing area), the only interval that will be perforated is the Lower Brushy Canyon member of:J
the Delaware formation, and all perforations will be located within the producing area.

It is also understood that you have given due notice of this application to all operators or
owners who are "affected persons," as defined in Rule 1210.A(2), in all adjoining units towards
which the proposed location encroaches.

Pursuant to the authority conferred by Division Rule 104.F(2), the above-described
unorthodox location is hereby approved.

This approval is subject to your being in compliance with all other applicable Division
rules, including, but not limited to Division Rule 40.

Jurisdiction of this case is retained for the entry of such further orders as the Division
may deem necessary.

/5//{7@

Marl«g Fesmire, P.E.
Director

Sincerely,

MEF/dy .~

cc:  New Mexico Oil Conservation Division - Artesia
New Mexico State Land Office - Santa Fe
United States Bureau of Land Management - Carlsbad
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Warnell, Terry G, EMNRD

From: Ocean Munds-Dry [Omundsdry@hollandhart.com]
Sent: Thursday, June 19, 2008 4:49 PM

To: Warnell, Terry G, EMNRD

Subject: RE: Chesapeake's NSL for IMC 21 Federal Well No. 2H

Terry: | was referring to Unit A in Section 21.

From: Warnell, Terty G, EMNRD [mailto: TerryG.Warnell@state.nm.us]
Sent: Thursday, June 19, 2008 2:28 PM

To: Ocean Munds-Dry

Subject: Chesapeake's NSL for IMC 21 Federal Well No. 2H

Hi Ocean,

David Brooks and | have a question regarding this Admin Order.

You mentioned “ownership is identical in the offsetting spacing unit towards which this well encroaches and therefore no
notice....”

Which 40 acre unit are you referring to A or P?

Regards,

Terry G. Warnell

New Mexico Oil Conservation Division
1220 South St. Francis

Santa Fe, NM 87505

505-476-3466
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