85/03/20@5 13:26 50598226847 PAGE a1

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

IN THE MATTER OF THE APPLICATION
OF MEWBOURNE OIL COMPANY FOR
CANCELLATION OF A DRILLING PERMIT
AND APPROVAL OF A DRILLING PERMIT
LEA COUNTY, NEW MEXICO.
CASE NO. 13492

CHESAPEAKE OPERATING, INC.’S
RESPONSE TO
MEWBOURNE OIL COMPANY'’S
APPLICATION
FOR AN EMERGENCY ORDER

CHESAPEAKE OPERATING, INC. ("Chesapeake™) requests that the
New Mexico Oil Conservation Division (“Division”) deny Mewbourme Oil
Company’s application for an emergency order to vacate Chesapeake’s APDs one
of which is for its KF “4” State Well No 1 (API #30-025-37129) currently
drilling at a depth of ___feet and located in Unit X of Irregular Section 4, T218,

R35E, Lea County, New Mexico. In opposition, Chesapeake states:

Mewbourne’s application for an emergency order is nothing more than an
inappropriate attempt to preclude Chesapeake from continuing to drill its KF “4”
State Well No. 1, a:well that Chesapeake-has every tight to be drilling and that the
Division-has-authorized-Chesapeake-to-drill. Mewbourne dislikes the facts that
Chesapeake’s orientation—of-its-Spacing-ufit-is-different from that wanted by

Mewbourne.
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There is no.emergency-here. There is no need for the Division to take such
extraordinary action to interrupt the continuation of the drilling of this well for
which surface casing has been set. If the Division;-after-hearing all-the-evidence,
in Chesapeake 's-compulsory-pooling-case ultimately- decides that the "gpacing unit | 7

e T e

should™ ‘_%s‘rMewboume -wets, then_the_Division-can_change the |

L

operator”to to~Mewbourne~who* can—then reimburse Chesapeake and “carve

e R T

Chesapeake out of the sp spacmg “unit,

There is no emergency here. Even Mewbourne does not believe it is so or

it would not have Waited ‘some-29 days aﬂerﬁlmg its-APD-before-it filed.its
application for an emergency order. There is no emergency here. All the point
raised by Mewbourne in support of its emergency application l&gggbféﬁ}égw\@d
afgii‘nsrMé@baufﬁe:asiatr’esﬁlf:&f;adéfé“”ﬁiua" by the Commission—if the

'I'MBR/Slia?ﬁ‘Casc, ‘Order R-11700;- and-in-the_Pride ‘Case_Orders R-12108__
through R-12108-D.

Mewbourne argues that Chesapeake's drilling well is_on a_portion of.’

Chcsapeake’s: spacmg unit-in which Chesapeake has Tio interest. The- D:wsmmhas/
alréady tejected this_argument-in-the_Pride_case_holdifig that “the_ compulsory
pooling statute NMSA -1978,-70-2=17) provides sufficient flexibility to. 5 allow_the /

operator of a pooled unit to condiict operations anywhere on that unit, regardless_/
@fﬁ@i&i{&i’tﬁé‘aﬁa*af:th”e‘:lEdiaﬁﬂiéﬁ,{ﬁé -well is_located has consented/

Py "~\»~. — e

This is an attempt by Mewbourne with a 7.1875% interest in this well, to /
gain operations for a drilling well in which GHE@EEEEW“TSO%”&@(E
L Emm

e

Chcsapcake_has_obtamed a»va.hd‘penmt_to“ drill this Wcl] from the vaxslon and
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has dedicated to this well a standard spacing unit consisting of the /2 of Irrcgular
Section 4, T21S, R3I5E. See API # 30-025-37129

In accordance by Division rules and the Oil & Gas Act, Chesapeakc has

fnacascin’ filedﬁﬁifpfiLZtS 2004, Ina: sumlar case, tthe'Gonnmssnon_estabhshed\/
& “precedent™ that- rgg_uggs_the Commlssmn to deny Mewbourne-application fi for

e e e «-—»-—-\_N T U

an_emergency-—order.. “In_case- 12731/12744 involving the TMBR/Sharp and
Arrington dispute over “APDs”, the Commission entered Order R-11700-B,
dated April 26, 2002, finding at Paragraph 32: “On another issue, Arrington and
Ocean Epergy have both urged this body to stay these proceedings pending the
resolution of the applications for compulsory pooling, arguing that a decision on
those matters will effectively resolve the issues surrounding the permits to drill.”
Ultimately, the Commission will revolve this permit dispute based upon the
geological evidence presented and its determination a@i&iﬁﬁfaﬁ:ift/ﬁmE‘“tWW
this well. See Commission Order R-11700-D Dated June 12, 2003, in Cases
12816, 12841, 12859 and 12860.

CRITICAL FLAWS IN MEWBOURNE APPLICATION

Mewbourne has failed to demonstrate that an Emergency Order is needed
to prevent irreparable harm to Mewbourne. In addition, Mewbourne has failed to

demonstrate:

(1) why the Division should take such extraordinary action;

(2) why Chesapeake’s drilling is contrary to Division rules and
regulations;

a3
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(3) why is it necessary to interrupt Cheaspeake’s drilling operatlons in

PAGE B1

order to protect Mewbourne’s corelative rights when there is no

apparent violation of those rights;
(4) how will Chesapeake’s correlative rights will be protected;

(5) Why the Division should take such extraordinary action that will
constitute a new precedent;

(6) Why the Division should take such extraordinary actjon in vicw of the
Pride Case.

THE PRIDE CASE

Chésapeake is.doing what Pride was allowed to-do.-In order to grant the
relief Mewbourne seeks, the Division would have to disregard the Commission’s
decisions in the Pride Case. Sec Orders R-12108 through R-12108-D. Thesc
orders in the Pride case allowed Pride to:

(1) Re-entera a-well-on the Yates tract in which Pride had no- mtercst,\ )

) Cim_pulsory poola stand-up W/2 spacing unit dedicated to this well
even though Yates had formed a lay-down N/2 spacing unit in which
Pride had no interest;

(3) Compulsory pool Yates into the Pride spacing unit even though Yates
had formed a voluntary spacing unit that require no compulsory
pooling order;

(4) To change the orientation of Yates’ spacing unit;

(5) Cause Yates™approved APD to 0_be revoked and to obtain an approved
APD fat Pride reinstated.

In Order R-12108-A, the Commission beld that a owner (Pride) who

would have a right to drill at its proposed location in the event of a voluntary or
compulsory pooling of the unit it proposes to dedicate to the well has the
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necessary. good faithclaim of title o permit it to-file an-APD even though_it Has)
notyet filed a pooling application.” At paragraph 26.

There is no material difference between what Chesapeake seeks against

Mewbourne and what Pride sought against Yates. Counsel_for_Mewbourne is_/
attempnng {to_reverse the results- that he obtamed for Pnde \Pcrhaps counsel has”“ '

—

e@,erggxcy\order._bis;eéiﬂ_l’aﬁ I PSP.Eﬂl‘i@‘lﬂ;?fﬁ?ﬁﬁpﬁs;s,_slmllar_to_the.order_;\_J

he now seeks to obtain for Mewbourne.

MEWBOURNE'S OMISSIONS
In addition, Mewbourne has conveniently failed to tell the Division that:

(1) Mewbourne’s partner, Samson Resources Corporation, has file a
complaint in the State District Court for Lea county requesting a
Temporary Restraining Order seeking to stop Chesapcake from
continuing to drill this well based upon the same allegations, as wcll
as others, that Mewboume has raised by its-application in this case.
The Samson _petition_in_District-Court-is-set-for-hearing.on_May 2;
2005 —

(2) Chesapeake is the current Jessee of State of New Mexico Qil & Gas
Lease-#VO-7063-1,-effective_May-1;-2004, covering-the-SW/4-of -——,
Irreglar Section 4. Vi

(3) Chesapeake’s compulsory pooling case is docketed as Case 13493 \\ /
and is pending hearing on the May 19, 2005 Division Examiner's
docket.

(4) The SE/4 of this section is subject to a State of New Mexico Oil &
Gas-Lease #B1481, effective December- 19,1932 that.as of March-9;;
,\.2005,the -working-interest- ownﬁe;s#vl‘erg;Kalser “Francis-Qil-Company—

With43:75%- interest_and Samson_ Resource&Company with 6.25%
interest.
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(5) On March 9, 2005, Chesapeake, by letter including an AFE, proposed
the drilling of its KF State 4 Well No. 1 for an estimated completcd
well costs of $2,012,000.00 to be dedicated to a standard 320-acre gas
spacing unit consisting of the S/2 of this irregular section to both
Kaiser Francis Oil Company and Samson Resources Company.

(6) On March 10, 2005 Chesapeake staked the subject well and on March
11, 2005, obtained Division approval of Chesapeake’s application for
permit to drill (“APD”)\

(7) By letter dated March 16, 2005, Samson Resources Company, on its
behalf and for all its related affiliates including Geodyne Nomince
Corporation, elected fo_participate in Chesapeake’s proposed well

(8) Eight days later, on_March 24, 2005, Samson Resources Company
éptered into-a-JOA-with-Mewbourne Oil-Company and Kaiser Francis
Oil Gompany. ‘

(9) By letter dated March 30, 2005, Samson Resources Company

] Ette[que‘djﬁi‘l:ﬁaid:ii?ﬂdﬁiﬁ;;EO'SiéE&i‘o«ﬁ;t’ciﬁmﬁEﬁ:ate pa
contending that there was 16 JOA between the parties despite the fact
that Chesapeake well proposal'was not made pursuant to any JOA.

(10) By its actions, Kaiser Francis Oil Company has apparently conspired
with Mewbourne Oil Company in an attempt to avoid Chesapeake’s
proposal for its well and spacing unit and to now dispute this drilling
well.

(11) Neither Kaiser Francis Oil Company nor Mewbourne Oil Company
has provided Chesapcake with any document conceming any transfer
of interest nor was there any such documents of record as of the dated
this application was filed.

Chesapeake is acting in full compliance with all Division rules and is

entitled to continue to drill this well without interference from Mewboume.
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CONCLUSION

Mewbourne seeks an extraordinary Emergency Order to cancel a valid and
cffectivc APD properly is@@e&% arguing -that -Chesapeake’s-

drilling Well is_on a Samson-lease; i Which Chesapeake has 1io interest. I doing 7

e

s0,-Mewboume-has-chosen-to-ignore-the-fact that-Chesapeake’s-has-obtained-an—- --—,

approved-permit-from-the-Division-for-this-well-sitc-based-upon-Chesapeake’s

designation of -a- standard—320-acregas-spacing-unit and-full compliance with

Division rules. Mewbourne has ignored the fact that Chesapcake has filed a
compulsory pooling application to pool all interest in the SE/4 of section
including those of Mewbourne. In order to grant Mewbourne this relief, the
Division must contravene the Commission’s order in the TMBR/Sharp Case and
in the Pride Casc. Such action would be arbitrary and capricious and violate the
Oil & Gas Act.

Wherefore, Cheasapeake requests that the Division deny Mewboume

application for an cmergency order.

R/0. Box 2265

Santa Fe, New Mexico 87504

(505) 982-4285

Attorney for Chesapeake Operating, Inc.
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CERTIFICATE OF SERVICE

I, W. Thomas Kellahin, certify that a true and correct copy of this pleading
was hand delivered or send via facsimile on May 2, 2005 as follows:

James Bruce, Esq.,

P. O. Box 1056

Santa Fe, New Mexico 87504
Attorney for Mewbourne Oil Company
Fax 505-982-2151

J. Scott Hall, Esq.

P. O. Box 1986

Santa Fe, New Mexico 87504

Attorney for Kaiset-Francis Oil Company
Fax: 505-989-9857

Gail MacQuesten, Esq.

New Mexico Oil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 87504

Fax: 505-476-3462

David K. Brooks, Esq.

Energy, Mineral and Natural Resources Department
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Fax (505) 476-3462

Richard Ezeanyim, Hearing Examiner
New Mexico Qil Conservation Division
1220 South St. Francis Drive

Santa Fe, New Mexico 87505

Fax (505) 476-3462

Thofngs Kellahin



