KELLAHIN & KELLAHIN
Attormney at Law

\;\SJZOMAS KELLAHIN _ TELEPHONE 505-982-4285
ONZALES ROAD FACSIMILE 505-982-2047
SANTA FE, NEw MEXICO 87501 KELLAHIN@EARTHLINK.NET

October 23, 2006

HAND DELIVERED
(-3
£
Mr. Mark E Fesmire, P.E., Director ' =
Oil Conservation Division l 3 8/ j —
1220 South Saint Francis Drive 6 W >
Santa Fe, New Mexico 87505 : -
=3
Lawrence “29” Well No. 1 =
-
I

Re:
Unit P, S/2SE/4 Section 29, T16S, R37E
Application of Chesapeake Operating, Inc.

for Compulsory Pooling
Lea County, New Mexico

Dear Ms. Wrotenbery:
On behalf of Chesapeake Operating, Inc., please find enclosed our

referenced application which we request be set for hearing on the Examiner's

docket now scheduled for November 30, 2006. Also enclosed is our proposed

advertisement of this case for the NMOCD docket.

/
. Thomas Kellahin

cc: Chesapeake Operating, Inc.
Attn: Lynda Townsend



CASE E%!Application of Chesapeake Operating, Inc. for compulsory
pooling, Eddy County, New Mexico. Applicant seeks an order pooling all mineral
interests in the Upper Pennsylvanian formations underlying the S/2SE/4 of
Section 29, T16S, R37E, NMPM, Lea County, New Mexico, forming a standard
80-acre oil spacing and proration unit for any production from these formations,
including but not limited to the Northeast Lovington-(Upper) Pennsylvanian Pool.
This unit is to be dedicated to its Lawrence “29” Well No. 1 which is to be drilled
and completed at a standard well location in Unit P of this section. Also to be
considered will be the costs of the drilling and completing said well and the
allocation of the costs thereof as well as actual operating costs and charges for
supervision, designation of applicant as the operator of the well and a risk charge
of 200% for the risk involved in this well. This unit is located approximately 6
miles southeast from Lovington, New Mexico.




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

IN THE MATTER OF THE APPLICATION =
OF CHESAPEAKE OPERATING, INC. >
FOR COMPULSORY POOLING, 5‘:-‘3
LEA COUNTY, NEW MEXICO. o
CASE N0.9> /352 [
D
APPLICATION f‘
[

CHESAPEAKE OPERATING, INC. ("Chesapeake") by its attorneys,
Kellahin & Kellahin, and in accordance with Section 70-2-17.C NMSA (1978)
seeks an order pooling all mineral interests in the Upper Pennsylvanian formations
underlying the S/2SE/4 of Section 29, T16S, R37E, NMPM, Lea County, New
Mexico, forming a standard 80-acre oil spacing and proration unit for any
production from these formations, including but not limited to the Northeast
Lovington-(Upper) Pennsylvanian Pool. This unit is to be dedicated to its
Lawrence “29” Well No. 1 which is to be drilled at a standard well location in
Unit P of this section. Also to be considered will be the costs of the drilling and
completing said well and the allocation of the costs thereof as well as actual
operating costs and charges for supervision, designation of applicant as the
operator of the well and a risk charge of 200% for the risk involved in this well.

In support of its application Chesapeake states:

1. Chesapeake has a working interest ownership in the oil and gas minerals
underlying the S/2SE/4 of Section 29, T16S, R37E, NMPM, Lea County, New
Mexico.

2. The subject tract is subject to the Northeast Lovington-(Upper)
Pennsylvanian Pool which provides for standard 80-acre 0il spacing and proration
u_git/vsiith standard well locations within 150-feet of the center of a quarter-quarter

section.

3. Chesapeake, based upon geological reasons, proposed to dedicate the
spacing unit to its Lawrence “29” Well No 1 to beMME_@_\,(MVE\H,
location within the SE/4SE/4 (Unit P) of this section.

4. By letter dated August 23,2006, more than 30-days prior to this
application, Chesapeake proposed the formation of this spacing unit to be
dedicated to a well to be drilled in Unit P of this section. Dispute its reasonable
efforts, Chesapeake has been unable to obtain the voluntary agreement of all of
the interest owners. See Exhibit “A” attached




5. Pursuant to Section 70-2-17.C NMSA (1978) and in order to obtain its
just and equitable share of potential production underlying this spacing unit,
Chesapeake needs an order of the Division pooling the identified and described
mineral interests involved in order to protect correlative rights and prevent waste.

6. In accordance with the Division's notice requirements, a copy of this
application has been sent to the parties whose interest is to be pooled as listed on
Exhibit "A" notifying each of this case and of the applicant's request for a hearing
of this matter before the Division on the next available Examiner's docket now
scheduled for November 30, 2006.

WHEREFORE, Chesapeake, as applicant, requests that this application be
set for hearing on November 30, 2006 before the Division's duly appointed
examiner, and that after notice and hearing as required by law, the Division enter
its order pooling the mineral interest described in the appropriate spacing unit for
this well at a standard well location upon terms and conditions which include:

(1) Chesapeake Operating, Inc. be named operator;

(2) Provisions for applicant and all working interest owners to
participate in the costs of re-entering, completing, equipping and
operating the well;

(3) In the event a mineral interest or working interest owner fails to
elect to participate, then provision be made to recover out of
production, the costs of the drilling, completing, equipping and
operating the well, including a risk factor penalty of 200%;

(4) Provision for overhead rates per month drilling and per month
operating and a provision providing for an adjustment method of
the overhead rates as provided by COPAS;

(5) For such other and further relief as may be proper.

RESPECTFULLY SUBMITTED:
O

W. THOMAS KELLAHIN

KELLAHIN & KELLAHIN

706 Gonzales Road

Santa Fe, New Mexico 87501

Telephone:  (505) 982-4285
Fax: (505) 982-2047




Mr. Marcus Thurman Barrett i1l & Mr. William Osborn Barrett, Individually and as
Trustee

Charlotte Osborn Barrett Trust

P.O. Box 17968

San Antonio, TX 78286

Mr. Rob Nunmaker
Chevron/Texaco
Room N 1110

11111 South Wilcrest
Houston, TX 77099

Encana Oil and Gas
14001 N. Dallas Parkway, Suite 1100
Dallas, TX 75240

Frisco Energy
2431 E. 51st Street, Suite 300
Tulsa, OK 74105

Mr. Tom Polk

H.M. Kieckehefer Trust 5
P.O. Box 1151

Prescott, AZ 86302

Harcourt Energy Partners, LLC
P.O. Box 5579
Santa Barbara, CA 93150

Jane B. Ramsland Oil & Gas Partnership, LTD
P.O. Box 10505
Midland, TX 79705-7505

Maecenas Minerals, L.L.P.
P.O.Box 176
Abilene, TX 79604

Magnum Hunter Resources, Inc.
600 E. Las Colinas Blvd, Suite 1100
Irving, TX 75039

Moore & Shelton Company, Ltd.
P.O. Box 3070
Galveston, TX 77552
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Mr. Billy Glenn Spradlin
29 Rim Road
Kilgore, TX 75662

Mr. E. R. Hudson, Jr.
P.O. Box 17105
Fort Worth, TX 76102

Mr. Kenneth G. Cone
P.O. Box 11310
Midiand, TX 79702

Mr. Leslie Vinson
P.O. Box 8170
Waco, TX 76714

Mr. Marc Vinson
900 Josephine
Austin, TX 78704

Mr. Mignon R. Pearson
P.O. Box 1461
Midland, TX 79702

Mr. Nathan D: Webb, Jr.
927 Midnight Drive
San Antonio, TX 78258

Mr. Sam A. Webb
654 Judd Street
Honolulu, HI 96817

Mr. Tom R. Cone
P.O. Box 778
Jay, OK 74346

Mr. William L. Vinson
2506 Country Club Drive
Midland, TX 79702

Ms. Cathie Cone Auvenshine

P.O. Box 507
Dripping Springs, TX 78620
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Ms. Gena Inmon
10183 County Road 174
Anderson, TX 77830

Osborn Heirs Company, LTD
P.O. Box 17968
San Antonio, TX 78286

Bank of America, Midland, NA, Trustee under the Will of
Paul S. Oles Trust No. 814

P.O. Box 270

Midland, TX 79702

PG&E Resources Company
1 Market Spear Tower, Suite 2400
San Francisco, CA 94080

Pozo Rico Partners, Ltd.
900 NE Loop 410, Suite D-202
San Antonio, TX 78209

Dorchester Minerals, LP
3838 Oak Lawn, Suite 300
Dallas, TX 75219

Mr. Randy Howard
Southwest Royalties, Inc.
6 Desta Drive, Suite 2100
Midland, TX 79705

Sundown Energy, LP

Two Galleria Tower

13455 Noel Road, Suite 2000
Dallas, TX 75240

The Fasken Foundation
306 W. Wall
Midland, TX 79701

The Hudson New Mexico Trust
P.O. Box 17105
Fort Worth, TX 76102

The Long Trusts

P.O. Box 3096
Kilgore, TX 75663
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TMBR/Sharp Drilling, Inc. and Patterson Petroleum, LP
1004 North Big Spring, Suite 523
Midland, TX 79701

W.B. Osborn Oil and Gas Operations

1250 NE Loop 410
San Antonio, TX 78209
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