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INTHE UNITED STATESDISTRICT COURT
FOR THE NORTHERN DISTRICT OF OHIO,
EASTERN DIVISION

Preferred Fluids Management LLC :
2630 Exposition Blvd. Suite 117 X Case No.
Austin, Texas 78703 :

Judge

Plaintiff,

V.
City of Mansfield, Ohio
c¢/o John Spon, Law Director
30 North Diamond Street
Mansfield, Ohio 44902

Defendant.

COMPLAINT FOR DECLARATORY JUDGMENT AND
PERMANENT INJUNCTIVE RELIEF

For its Complaint against Defendant, City of Mansfield, Ohio (“Mansfield”), Plaintiff,
Preferred Fluids Management LLC (“Preferred”), states as follows:

NATURE OF THE ACTION

1 Plaintiff Preferred brings this diversity action to clarify the legal relationship
between itself and the Defendant, City of Mansfield, Ohio. As set forth herein, Preferred has
received from the Ohio Department of Natural Resources, Division of Mineral Resource
Management (hereinafter as the “Division”) two permits to build and operate injection wells
within the City of Mansfield, Ohio. The wells are for the disposal of waste materials generated
by Ohio’s booming oil and gas industry. Pursuant to Ohio law, the Division has the sole and

exclusive authority to issue permits for and to regulate the location, spacing and operations of all
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oil and gas wells and related operations within the State of Ohio, including Preferred’s injection
wells. Notwithstanding this exclusive grant of authority by the General Assembly and by Ohio
law to the Division, the City of Mansfield has taken the position that it may regulate and/or
require permits for Preferred’s wells. Preferred asks this Court to declare that the City of
Mansfield has no authority to regulate or limit Preferred’ s state-permitted wells and operations.
PARTIES

2. Plaintiff, Preferred Fluids Management LLC, is a Texas limited liability company
with a principal place of business located at 2630 Exposition Boulevard, Suite 117, Austin,
Texas, 78703. Plaintiff Preferred is authorized to do business in the State of Ohio. Preferred’s
members are all residents of the State of Texas.

3. Defendant, City of Mansfield, Ohio is an Ohio city organized and existing under
the laws of the State of Ohio, with City offices located at 30 North Diamond Street, Mansfield,
Ohio, 44902.

JURISDICTION AND VENUE

4, This Court has jurisdiction over this matter pursuant to 28 U.S.C. 81332(a) in that
Plaintiff Preferred and Defendant Mansfield are citizens of different states, and the amount in
controversy exceeds $75,000.00, exclusive of interest, costs and attorney fees.

5. Venue is appropriate in this Court because the City of Mansfield is located within
this judicial district and the land and facts giving rise to this controversy are located in and/or

take place within this judicial district.
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FACTUAL ALLEGATIONS

6. In October, 2010, Preferred properly submitted to the Division applications for
permits to locate, build and operate at a 4.9-acre site located on Knights Parkway within the City
of Mansfield, Richland County, Madison Township, Ohio, two injection wells for the disposal of
waste materials generated by Ohio’s oil and gas industry.

7. On April 19, 2011, following careful review of Preferred’s applications for the
wells, the Division issued valid permits for the wells, listed as APl Well Numbers 34-139-2-
0758-00-00 and 34-139-2-0759-00-00, also known as No. 1 Knight and No. 2 Knight,
respectively.

8. The Division requires detailed information in applications for such permits and
specificaly assesses, among a multitude of other factors, the location of the subject well,
(identified by county, township, section or lot number or other necessary geographic
subdivisions sufficient to identify the specific location of the well), the specific construction of
the well, the planned operation of the well, and the potential impact of the well on the health,
safety and welfare of local residents and natural resources; the Division issues permits in
response to such applications only upon the finding that the proposed location and operation of
the well will not jeopardize public health or safety or the conservation of natural resources.

9. It is well established that the Division has the expertise and training to make such
technical decisions.

10. Further, it is the stated public policy of the State of Ohio to encourage oil and gas
production when the extraction of those resources can be accomplished without undue threat of

harm to the health, safety and welfare of the citizens of Ohio.
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11.  To further this policy and to ensure uniformity throughout the state, local
regulation of some aspects of oil and gas well exploration and development is preempted by the
statutory plan embodied in Ohio Revised Code Chapter 15009.

12. For example, the Division is vested by clear legislative mandate with the sole and
exclusive authority to make the highly technical determinations regarding the permitting location
and operation of oil and gas operations. Revised Code Section 1509.02 states:

There is hereby created in the department of natural resources the division of ail

and gas resources management, which shall be administered by the chief of the

division of oil and gas resources management . . . The division has sole and

exclusive authority to regul ate the permitting, location, and spacing of oil and gas
wells and production operations within the state. . .

The General Assembly has further recognized that:

[t]he regulation of oil and gas activities is a matter of general statewide interest

that requires uniform statewide regulation, and this chapter and rules adopted

under it constitute a comprehensive plan with respect to all aspects of the locating,

drilling, well stimulation, completing, and operating of oil and gas wells within

this state, including site construction and restoration, permitting related to those

activities, and the disposal of wastes from those wells.
Seeid.

13. R.C. 15091.01(A) defines“well” as“. . .any bore hole. . . for . . .injection of any .
..liquid minera . . .including natural or artificial brines and oil field waters’ (emphasis added),
thus including the type of injection wells at issue here.

14. Production operation is broadly defined by law at R.C. 81509.01(AA) to mean
“all operations and activities and all related equipment, facilities, and other structures that may
be used in or associated with the exploration and production of oil, gas, or other minera
resources that are regulated under this chapter, including operations and activities associated

with site preparation, site construction, access road construction, well drilling, well completion,

well stimulation, well site activities, reclamation, and plugging.” |d.
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15.  Therefore, by clear statutory declaration and definition, the State of Ohio has
assumed total and exclusive permitting and regulatory authority over Preferred' s injection wells.
Further, OAC 81509:9-3-06 provides that only the Division that may issue permits for such
wells.

16. Notwithstanding this express and clear grant of exclusive authority to the
Division, Mansfield has taken the position that it may regulate Preferred’s wells and require
permits for them. For example, Section 117.01, Scope, of the Codified Ordinance of the City of
Mansfield states:

No building or structure, or part thereof, shall be erected, converted, enlarged,

reconstructed or structurally altered, nor shall any building or land be used,

designed or arranged for any purpose, except in conformity with the provisions of
this Zoning Ordinance.

17.  The Zoning Ordinance and the City’s requirement of local permits is in direct
conflict with the exclusive and comprehensive grant of authority to the Division in the context of
oil and gas wells and related operations.

18.  City officials have further announced their intentions to take any and all steps to
block Preferred’ s efforts to construct and operate its wells. In recent statements to the press, City
Law Director John Spon stated that it is “our position that we [the City of Mansfield] are going
to oppose the presence of any injection wellsin our city.”

19. The City's laws and actions cast a cloud of uncertainty over Preferred’s legally
protected interests and rights in its state—issued permits and over the legal relationship between
the parties and between local and state law.

20. Preferred has al'so made a significant investment in preparing to construct its wells
and it will require a significant and even greater investment to construct the wells and to put

them into operation.
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21. A speedy declaration of the parties rights and responsibilities with regard to the
wells in advance of construction will protect and preserve the parties’ interests.

COUNT |
(Declaratory Judgment Pursuant to 28 U.S.C. §2201)

22. Plaintiff Preferred incorporates the allegations made in Paragraphs 1 through 21
above asif fully restated herein.

23.  Thereisarea, immediate and actual controversy between Preferred and
Mansfield in that Preferred contends that Mansfield has no authority to regulate or require
permits for the construction or operation of its injection wells.

24, Mansfield disputes these contentions.

25.  Accordingly, ajudicia declaration of the parties’ rights, responsibilities and
obligations under Ohio law and/or under the Ordinances of the City of Mansfield will eliminate
the uncertainty affecting the parties’ relations and will end the controversy.

26. It isin the interests of the parties and of justice for the Court to settle the legal
relations between the parties and to resolve the conflict between the authority of the Division and
of the City of Mansfield to regulate such activities.

COUNT 11
(Permanent Injunction)

27. Plaintiff Preferred incorporates the allegations made in Paragraphs 1 through 26
above asif fully restated herein.

28. Plaintiff Preferred is entitled to a permanent injunction enjoining Mansfield from
requiring any permits of Preferred to operate the wells and/or to regulate the location,
construction or operation of the wells.

29. Preferred has no adequate remedy at law to protect its interestsin its permitsto

construct the wells.



Case: 1:12-cv-01804-JG Doc #: 1 Filed: 07/13/12 7 of 7. PagelD #: 7

30. Preferred’ srightsin its permits to operate wells at the specific locations identified
in the permits cannot be adequately compensated with money damages.

31l.  Theequities and the public interest favor maintaining the authority to regulate
such technical matters with the highly trained and experienced regulators at the Division. By
contrast, the public will not be served by delegating such unique technical and policy matters to
local officials who lack the training or experience needed to regulate oil and gas production and
related activities.

RELIEF REQUESTED

WHEREFORE, Preferred requests judgment in its favor as follows:

1 As to Count |, that the Court declare that Mansfield has no authority to require
any permits or license of Preferred in order to construct and operate its injection wells within the
City of Mansfield, Ohio;

2. As to Count |1, that the Court issue a permanent injunction against Mansfield
preventing it from requiring any permits or license of Preferred to construct or operate its wells
or to regulate in any way the location, construction or operation of Preferred’ s wells; and,

3. Asto al Counts, that the Court award such other and further relief asit may deem
proper at law, or in equity.

Respectfully submitted,
s/John K. Keller
John K. Kéller, Esg., Trial Counsel (0019957)
Peter A. Lusenhop, Esg. (0069941)
VORYS, SATER, SEYMOUR AND PEASE LLP
52 East Gay Street, PO Box 1008
Columbus, Ohio 43216-1008
Telephone: 614-464-6389

Facsimile: 614-719-4794
jkkeller @vorys.com

7/13/2012 14200186 V.3
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