STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT

OIL CONSERVATION DIVISION o~
| = o
= m
>
IN THE MATTER OF THE APPLICATION ~ 3 <
OF CHESAPEAKE ENERGY CORPORATION FOR =T
CANCELLATION OF A PERMIT TO DRILL (“APD”) - O
o g

ISSUED TO COG OPERATING LLC (“COG”)
EDDY COUNTY, NEW MEXICO.

CASENO._/ 4323

APPLICATION

Comes now CHESAPEAKE ENERGY CORPORATION (“Chesapeake”) by its
attorneys, Kellahin & Kellahin, ‘applies to ‘the New Mexico Oil Conservation Division
(“Division”) for an order cancelling the Division’s approval of the following for permit to drill
(“APD”) issued to COG Operating LLC (“COG”): API 30-015-36541 for the Blackhawk “11”
Federal Com #1H Well, a horizontal wellbore with a surface location in Unit M and a subsurface
location in Unit P of Section 11, T16S, R28E, Eddy County and to be dedicated to a non-
standard 160-acre spacing unit consisting of the S/25/2 of this section.

In support of its application, Chesapeake states:

1. About April 30, 2008, COG Operating, LLC filed an application for permit to drill (“APD”)
with the Bureau of Land Management-Roswell that were approved on August 4, 2008 for the
Blackhawk “11” Federal Com #1H Well, (API # 30-015-36541) a horizontal wellbore with a
surface location in Unit M and a subsurface location in Unit P of Section 11, T16S, R28E, Eddy
County and to be dedicated to a non-standard 160-sgcre spacing unit consisting of the $/28/2 of
this section. See first page of APD and Division form C-102 attached as Exhibit “A”

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

wellbore in which COG does not have any interest i either (a) the surface location or (b) the first
1,604 feet of the producing interval of this wellbore. See Exhibit “B” attached

EXHIBIT A



3.COG’s propfosed 160-acre non-standard oil spachlg unit each contains four ,'45}0-acre tracts
consisting of §/28/2: (See COG’s Form C-102 attached as Exhibit “B”)

UnitM and Unit N Chesapeake = 56.18%; Devon=43.75%; and MacDonald = 0.07%
UnitOand UnitP  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 poolmg agreement or a compulsory poolmg
order heretofore entered by the division.”

5. COG’s for C-12 for this wellbore was improperly certifiec oecause COG Operatmg LLC bad
" placed the surface location and approximately 1,604 feet of tlie” productlon interval within two
40-acre tracts of the spacing unit location in which COG Qil & Gas LP had no interest amrad
not reached a voluntaxy 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 apphcanon and hearing. has been send to the parties set forth on Exlnblt “C”
Attached .

WHEREFORE Chesapeake as apphcant requests that this application be set for hearing on
June 2, 2009 before the Division's duly appointed examiner, and that after notlce and hearing as
required by law the Division enter its order cancelling thls APD. o

KELLAHIN & KELLAHIN
706 Gonzales Road
- Santa Fe, New Mexico 87501
~ (505)982-4285

-Page 2-



VERIFICATION
STATE OF OKAHOMA )
| ) 88
COUNTY OF OKLAHOMA )

Jared Boren, being duly swomn upon his ocath, deposes and states: He is a landman
employed by Chesapeake, that he is familiar with the matters set forth in this application and the

statements therein are true and correct to the begt of his knowledge.

Jared Boren o
SUBSCRIBED AND SWORN to before me this*ffday of April 2009, by Ja{\?ﬁi‘ I],3”<I)1'cn
: - \
o WENDog

: \ A
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IV s 389
Notary Public -~ 6 £ i; # 07011 ;

My commission expires: 2/ 1 '7,)",\“
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UNITED STATES @@M%SﬂA

DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

APPLICAT!ON FOR PERMIT TO DRILL OR REENTER

FORM APPROVED

OMB Np 10040137
Expires Mach J1, 2007

5 Lease Seral Mo s 123
nase L8630
6 I Indion, Alfotee of Trihe Name

NIA
T ICUnit or CA Agreement, Nume and No

8 Lasc meandWellNo. S 73 A 7

Blackhuwk ¥11" Pedera) Com #1 -
9 APl WellNo

Fom 3160-3
(February 2005)

. Typeofwork |V JORILL [Creprer

TypeorWell  [v/Jou weit [ ]Gas Well [ Jotter

2 Name of Operator:

Smglr Zone Dl\lulllpl: Zone

COG OPERATING, LLC

42937

30 - LS 26 S/

Address 550 W, Texas Sulte 1300
Midland, Texas 7970

3b Phone Mo. fincinde orva cadc
432-683-7443

10 Field and Pool, or Exploratory
Wolfecamp- Crow Flats

4. Lotation of Well [Repart location clearly und wn accoidanee with auy Sale regraenienss 4 11 Sec, T R M or Blk and Survey or Ares

Atsurhiee 430° FSL & 430' FWL T
Atproposed piog 2one 330" FEL & 330' FEL .. ccHon { 2
14 Distance 1 nules and direction from nearest lown or post officet 12 Covaty or Perish 3 Swle
Eddy County NM

15 Distance from proposed* 130 16 No of seresin lease 17 Spasing Unit dedienied 1o this well
localion (o nearest . ) .
property or Jease hine. N ! ’
{Also lonearest dng umit hing, if any) Lo 160
18 Distance from proposed Jocanan® 19 Proposed Depth -, . .. 20 BLM/BIA Bond No. onfile ;
o nearest well. dnlling, completed, R 112300 W
apphied for, on this lease, ft e 630" TVD NMB 000215
2l Elevations |Show whether DF, KDB, RT, GL. &c) - - 122, Appraximele. dale work will stant* 23 Esunisled durdlion
3570 GL 06/01/3008 45 doys

‘ 24, Altachments -
The foliowing, completed 1n aceordsnce with the requirements of Onshore Oil and Gay Order No 1, must te atieched to s fann

4 Bond Iocaver the operations unless covered by an extsting bond on file (sec
liem 20 above) .

5 Operslor cerfication : .
6 gllljl‘; other Site specific information andlor plms{u may be requured by the

1. Well plat certified by a reguslered surveyor

2 A Dalling Plen

3 A Surface Use Plan (if the location is on Naetional Foresi System Lands, the
SUPO mus be filed-with the appropriste Foresl Scrvice Office)

Nane (Prirsied Typed) | Dste

25 Sigm
Lee Ann Rollins

7
Ll —
‘l’nleV‘z!{‘:

04/30/2008

Approved by (S;g::alx-;d_ Name (Printed Tyor . {Daie '
" Is/ James Stovall /8! James Stovan |""AY 04 g
Fu R Tomie - -
e FIELD MANAGER - CARLSBAD FIELD OFFICE
Ap}:{hulion approval does nol warvant of certlfy that the spplicanl holdy legal orequitable Gile o those nghls wn the subjectlease which wouldentitle the applicantto
conduct operotions (Hercon. . ADY .
Condilmnz of approval, if any, ate attached, . APPRQVA—L FOR TWO. YEARS

Jie BUSE Seomn 0l © USC swm 22 ke 15 i G v pon kowngy nd. NOTE: NEW PITRULE
s any false, fictou n ¢ 4 10wy . 19-15-17 NMAC :PART 17

A form C-144 must be approved
before starting drilling operations.

“*(Instructions oﬁ.;ﬁagc 2)

- NTROLLED WATER pagpe AEPROVAL SUBJECT TO
SEE 4 , GENERAL REQUIREMENTS
CONDJTITYACHED FUR - AND SPECIAL STIPULATION:

ONS of APPROVAL ATTACHED o



DISTRICT 1
3838 M. Yranch Dr., Bebbs, ml sy

DISTRICT 11

130} ¥, Crund Avenus, Artasa, Nl i

DISTRICT 111
300D R Brazor Rd., Axtec, NM B7430 .

PISTRICT IV

220 3. Bi, Prancis Dy, Sansts Fo, WM BT803

State of Ne

w Mexico

Form ¢-102
Revised October 12, 2008

Energy, Ninorsls and Natural Respurces Department

1220 South St.

Francis Dr.

Sanla Fe, New Mexico B7505

OIL CONSERVATION DIVISION

Submit (o Appiepristc Districl Office
i State Lense - 4 Coples
Fes lesse ~ 8 Cepies

AUG 1 5 2008

|fi AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

APl Number Poo) Code Puol Nemr.
30-015- 97102 CROW FLATS: WOLFCAMP
Property Code ’ Properly Name = - B Well Number
BLACKHAWK "11" FEDERAL COM 1
OGRID No. " Opsrstor Namr Kiyvetion
229137 C.0.G. OPERATING - L.L.C. 3570’ J
_ " ‘Surface Location _
UL or Jot No, | Section | Townmship Range Lot Idn Feel from the | North/Soulh lne | Feel from tues [ Best/Yert line Couaty
M 11 {16 8 28 Ef° 430 SOUTH 430 WEST EDDY
' Bottom Hole Locatlon If Different From Surface :
UL or Jot No, | Seohion | Towaship Rauge Wt ldo Feet from the | North/Bouth line | Pact from the | East/West liae | County
P 11116 S | 28 E 330 SOUTH 330 | EAST | EDDY
Dedicated Acrea | Jolnl or Jufill { Consolidstion Code Order No.
160 '

NO ALLOWABLE WILL BE ASSIGNED TO THIS COMPLETION UNTIL ALL INTERESTS EAVE BEZN CONSOQLIDATED
OR A NON-STANDARD UNIT HAS BEEN APPROVED BY THE DIVISION ;

<

T
I
|
|
|
|
J
|
|
I
J
!
l

____.p.;?__‘;.'

LAT.: N 32'55'55. JV

| LONG.: W104°08'13,98”
N.: 702870.627

LONG.: W104°08°21.77"
N.: 702772.088

" lspe= " casassoze | ST £ 600844111
(NAD-83) (NAD—BJ)
PROSECT AREA

1 esrreot feo u’." Vesl of my beiuf

OPERATOR CERTIFICATION

I here
confanad

uﬂw tAat IAs snformaotion
trein i frue wnd :{ﬂryllh to

INe besl of m hmbdal and belrs/, and thsl
Uns prganis withor wums & working
wmivrsal or w‘u'd minerad indarvsl i the

TunaT ), mhomml.runrmmtm:{.

rtr e whmln-ry pualmg wgrvrman
"""m“’" ing erder herelofors mlmd Wy

Phyllisufs. Frwards
Printed Name  pomilatory Analyst

SURVEYOR CERTIFICATION

1 hareby ety that the will losaten ahoun
on ihis plat was piotird from puld wofes »f
antval nrvnyv' wmuds by wme er Under my
zupervizen snd (hs! {hs mome {3 trie ond

DECEM@,&,J.QL 2007

S CECAR Productivg AReA | R LE
lagqy & o A2
ey Lie o o o oo LA S ertificate No.wn'l 7977
A= oy =SSOl | '
. .- =3 .
L T \!\‘ PENETRATEON Poziv A _BabIN SURVEYS _
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COG Operating LLC
550 West Texas Avenue
Suite 1300
Midland, TX 79701

COG Oil & 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

Exhibit “C”
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RES OURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

= O
OF CHESAPEAKE ENERGY CORPORATION FOR 2 ™m
CANCELLATION OF A PERMIT TO DRILL (“APD”) g %
ISSUED TO COG OPERATING LLC (“COG™) S =
[(BLACKHAWK “11” FED COM Well No. 2-H] - T
EDDY COUNTY, NEW MEXICO. > g

P _@

casENo,_| 4584

APPLICATION

Comes now CHESAPEAKE ENERGY CORPORATION (“Chesapeake™) by its
attorneys, Kellahin & Kellghin, applies to the New Mexico Oil Comservation 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 “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 Burcau 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

EXHIBIT B
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3. COG’s proposed 120-acre non-standard oil spacing unit cach contains three 40-acre 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 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:

“] 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 interest or
unleased mineral interest in the land including the proposed bottom hole Jocation or has a
right to drill this well at this location pursvant 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 Divisions.dyly appointed examiner, and that after notice and
hearing as required by law, the Divisiprf enter 1% orgder canceling this APD.

708 Gonzales Road
Santa Fe, New Mexico 87501
(505) 982-4285
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' UNITED STATES

DEPARTMENT OF THE INTERIOR
BUREAU OF LAND MANAGEMENT

APPLICATION FOR PERMIT TO DRILL OR REENTER

ULL UUNSERVALTIUN ULS

Atk gb/Bd

/?T{-J e e
g;r-gq.—é?})

Am

OCD-ARTESIA |
FORM APPROVED
MAY 27 ZUUQ E?yramﬂre{nmsro%n

5. Lease §enal N,
NM-95630

N/A

6. IfIndian, Allalee or Tribe Name

. Type of wark; DR]LL

. Typeorwe [/ )oil wett [ JGas Well [ Jomer

[ JreewTer .

N/A

7 I Unit or CA Apreement, Name and Na

DSingl: Zone DMnlhp): Zone

8, Lease Name and Well No
Black Hawk )) Fed Com K2

ib
% Name of Operator 9. API Well No. )
g COG Operating LLC o 20 -C) 5 - ‘5"{ | Qle,
3a Address 2 3p, Phons NO inciude area codk) 10 Ficld and Fool, or Exploratory
550 W. Texap, Sulte 1300 Midland TX 79781 (432) 685-4385 . G%bﬂ
4, Location of Well (Report locatonr clearty end 1n axordoee with oy Sate requrraments,”) 11, Sec, T, R. M. or Blk and Snrvry or Ares
{ 1800’ FSL & 1590' FWL,

Al surfice IRGSWELL CONTROLLED WAT'ER EASHgM u. T16S, RISE .

Al proposcd prod. zono  1650° FSL & 330" FEL, UL 1 ,
14. Distance in mijes end dicstion from nearest town or post office® ‘ 12 County or Parish 13, Sute

2.5 milct north of Loco Hills, NM Eddy - , NM
18, Dlswnce from proposed* 16 No.of scresin leave 17, Spacieg Unit dedicated to this well
ocation 1o :;aam,t ' , o
ot leng . . 2 n 4

fﬁ’m mmucdr(xgc'nnxt line, if any) 1590 - 1760 46 [RD .
18, Digtanee from proposed focation* . roposed Depilh .| 20. BLM/BIA Bond No on file

1o nearest wall, p(rm;}“n& complctcd ' o % ,] ‘go\e (AT .

apphed for, on this loase, 1. 450° 04 MD , NMB000215
31 Elevations (Show whether DF, E KDB, KT, GL, eit) . D. Apprmumm dat: wiork wnil start® 23 Estimated duration

3576' GL . ' 04/012009 10 days

24, Attachments

The feliowing, completed o accordance with the requirements of Onshoce

1. Wel| plal eertificd by » raglatered surveyar. :
2 A Drilling Plan.

3. A Surfaco Use Plan (if the location kv op Natlasal Forest System Lands, the

SUPO shall be fifed with the mppropriate Forest Serviec Office). .

011 and Gag Order No.J, hall be mched 1o this form:

4. Bond fo cover tbe operations nless covered by an existing bond on fils (see

Itz 20 mbove).
5 Operator eertification

6. Sueh other site specific information andlar plans g mny be tequired by the

' sutharjzed officer,
25. Signdture e (Privied/Typed) Date .
: \,Q/M[&aﬁ Wgﬂ Phyllis A, Edwards 02/27/2009

Tile
R:gulalnry Analyst

Apptoved by Sgnarwe) [SF DO Peterson -

Neme (Prints
e e en Peterson

2

Daay 2 2 2008

Title

FIELD MANAGER

Office
CARLSSAD FIELD OFFICH

Appheation approval docs not warsant or certify that the epplicant halds

conduct aperations thereon,
. Conditiens of approval, if any, are attached.

lcgs.

orequitale tilleto lhow th‘ﬂ in the a0 A“”‘ﬁ‘ﬁﬁhﬂ’wa’ W

Title 8 US.C. Secion 1001 and Titke 43 U5 C. Section (212, make ita crime for any person Kiowin
* Statesony false, fictitious or fravdulent statemen!s or represcnrations 82 fo sy matter within it jumc%mxmn

Iy and will fully to tnake to any depamnml or ggency of the United

¥(Instructions on page 2

SEE ATTACHED FUR
. CONDITIONS OF APPROVAL

APPROVAL,
GENERAL 1%
AND q Pﬁ(_ i/
ATTACHED

SUBIECT TO'
¢ xUTRE‘VIBNTs
\L S “PULATIONS
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]
DISTRICT [
16%8 N, Fresad D, Aobde, NI 88340

DISTRICT I
1301 ¥ Orend Awone, dttaris, MY BRI1O

DISTRICT I
1DD0 Rin Bredonm B4., Axtwe, HM 87410

DISTRICT TV

188 £ fUL Fransds Bx, Santa B, NM 27508

HPH -4 (b=-34b2

ULL CUNSERVAILUN DlS

State of New Mexico

Energy, Nineraly and Natural Resoprcer Dopartment

OIL. CONSERVATION DIVISION

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

FAbk

Form €-102
Revised October 13, 2000

Submit o Apprapiiste District Offtcs

Btate Lease ~ 4 Coploa
e Leawe « 3 Caples

) AMENDED REPORT

WELL LOCATION AND ACREAGE DEDICATION PLAT

Bve/v3l

AFT Number Paal Code Poal Nrme
30-015- "AN\0 (g Wildeat CREW-FEATS; ABO ‘
Property Code Ptnpeﬂar Nwme Yel Numbear
=397 "] BLACKHAWK "11” FEDERAL COM _  2H
QCRID No. Opcrntar Narge Rlavation
229137 C.0.G. OPERATING L.L.C. 3576
Surfsce Lacation
UL ar let No. Suo}lon Township Range lot ldn reel Trom the | North/South lne Feel from the Eagt/Wart linm County
K 11 16 S 28 E 1800 SOUTH 1590 WEST EDDY
Bottomn Hole Location If Different From Surface
UL or lut o, | Seotion | Township Range lot ldn | Feut from the Hﬂﬂh/éww ling | Feel from the - Eut/‘l’el". Lins | County
1 11 16 S 28 E 1650 SOUTH 330 EAST .| EDDY
Dedicated Aeren | Jolot or Intill| Consolidation Code Order Ko. ’
120

NO ALLOWABLE WILL BE ASSIGNED TG THIS COMPLETION UNTIL ALL INTERESTS HAVE BEEN CONSOLIDATED
OR A NON-STANDARD UNIT HAS BEEN uapnovsn BY THE D[VISION

LAT.: N 32'58'09,017
LONG.: W104'09°23.24"
Nt 704240.973
8fc €.: 597563.755
{NAD-83)

/QPERATOR’ CERTIFICATION

Printad Name

SURVEYOR CERTIFICATION

——

g
H

BHET

7 harady oprt(fy (hal the wall lovabion shewn

pofanl surveyr Mmade by md o wnder
supyruiann and thal the wwwa 9 trus and
gorrest Lo tAS baat af My beliss,

. AU 2007
[ Date & -
Bignatife ’
Protefdiasfe oy
B
w
T ) 219
Cartifioats No. Gory L. Jonex 7977
Base supmrxS. .|

. on e plod twan plotied Jrom fala meter of |
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Exhibit “D”

COG Operating LLC
550 West Texas Avenue
Suite 1300

Midland, TX 79701

COGOil & 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



