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Santa Fe, New Mexico 

This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , WILLIAM V. JONES, J r . , 

Technical Examiner, DAVID K. BROOKS, J r . , Legal Examiner, 

on Thursday, January 10th, 2008, a t the New Mexico Energy, 

Minerals and Natural Resources Department, 122 0 South Saint 

Francis Drive, Room 102, Santa Fe, New Mexico, Steven T. 

Brenner, C e r t i f i e d Court Reporter No. 7 f o r the State of 

New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:07 a.m.: 

EXAMINER JONES: And l e t ' s c a l l Case 14,02 7, 

amended A p p l i c a t i o n of Chesapeake Operating, Incorporated, 

f o r compulsory p o o l i n g , Lea County, New Mexico. 

C a l l f o r appearances. 

MS. MUNDS-DRY: Ocean Munds-Dry w i t h the law f i r m 

of Holland and Hart, here representing Chesapeake 

Operating, Incorporated, t h i s morning, and I have one 

witness. 

EXAMINER JONES: Any other appearances? 

W i l l the witness please stand t o be sworn? 

(Thereupon, the witness was sworn.) 

EDWARD J. BIRDSHEAD, 

the witness h e r e i n , a f t e r having been f i r s t d uly sworn upon 

h i s oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MS. MUNDS-DRY: 

Q. Would you please s t a t e your f u l l name f o r the 

record? 

A. Edward Joe Birdshead. 

Q. Mr. Birdshead, where do you reside? 

A. 2200 Cheswick Road, Edmond, Oklahoma. 

Q. And by whom are you employed? 

A. Chesapeake Energy Corporation. 

STEVEN T. BRENNER, CCR 
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Q. And what i s your p o s i t i o n w i t h Chesapeake? 

A. I'm a landman. 

Q. Have you p r e v i o u s l y t e s t i f i e d before the 

Di v i s i o n ? 

A. No. 

Q. Would you please review f o r the Examiner your 

education and work background? 

A. Yes, I have a petroleum land management degree 

from OU, and I have worked f o r ARCO, Union P a c i f i c , Noble 

Energy, Dominion E&P, and now Chesapeake f o r about 25 

years, land experience. 

Q. How long have you been w i t h Chesapeake? 

A. Almost a year. 

Q. And before t h a t , who were you employed by? 

A. Dominion E&P. 

Q. Were you employed as a landman? 

A. I was a s t a f f land analyst. 

Q. How long were you w i t h Dominion? 

A. About four years. 

Q. And are you f a m i l i a r w i t h the A p p l i c a t i o n t h a t ' s 

been f i l e d i n t h i s case? 

A. Yes. 

Q. And are you f a m i l i a r w i t h the s t a t u s of the lands 

t h a t are the subject of t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

STEVEN T. 
(505) 
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MS. MUNDS-DRY: Mr. Examiner, we would tender Mr. 

Birdshead as an expert i n petroleum land matters. 

EXAMINER JONES: Mr. Birdshead i s q u a l i f i e d as an 

expert i n petroleum land matters. 

Q. (By Ms. Munds-Dry) Mr. Birdshead, would you 

b r i e f l y s t a t e what Chesapeake seeks w i t h t h i s A p p l i c a t i o n ? 

A. Yes, an order pooling a l l mineral i n t e r e s t s from 

4000 f e e t t o 15,751 f e e t , the Ellenburger f o r m a t i o n , i n the 

no r t h h a l f of Section 21, Township 22 South, Range 3 6 East, 

i n Lea County, New Mexico. 

Q. What i s the name of the w e l l t h a t i s the subject 

of the spacing u n i t ? 

A. Said u n i t i s t o be dedicated t o the Langley Greer 

Well Number 3H, t o be d r i l l e d a t a surface l o c a t i o n 2440 

from the south l i n e and 660 from the west l i n e , a 

p e n e t r a t i o n p o i n t 2310 from the no r t h l i n e and from the 

west l i n e , and a bottomhole l o c a t i o n 660 f e e t from the 

n o r t h l i n e and from the west l i n e of Section 21. 

Q. I s t h i s w e l l the subject of an a d m i n i s t r a t i v e 

order t h a t granted the nonstandard l o c a t i o n f o r the 

p e n e t r a t i o n point? 

A. Yes, NSL 5720. 

Q. Thank you, Mr. Birdshead. I f you would please 

t u r n t o what 1s been marked as Chesapeake E x h i b i t Number 1 

and i d e n t i f y and review t h a t f o r Mr. Jones. 

STEVEN T. BRENNER, CCR 
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A. Okay, Mr. Jones, our w e l l spacing i s going t o be 

the n o r t h h a l f of Section 21. We're going t o enter r e a l 

close t o a surface l o c a t i o n which i s i n the n o r t h p a r t of 

the south h a l f of 21. This i s going t o be a h o r i z o n t a l 

w e l l , d r i l l i t i n t o Section — the n o r t h h a l f of Section 

21. 

Q. Thank you. Would you please t u r n t o what's been 

marked E x h i b i t Number 2 and review t h i s also f o r the 

Examiner? 

A. These are the working i n t e r e s t owners t h a t have 

consented t o p a r t i c i p a t e i n our w e l l . I t ' s t h e i r i n t e r e s t 

and who they are, telephone numbers and e v e r y t h i n g . 

Q. What i s the primary o b j e c t i v e of the proposed 

well? 

A. I t would be the Devonian form a t i o n , gas. 

Q. Would you please then t u r n t o what's been marked 

as E x h i b i t Number 3 and review your e f f o r t s t o o b t a i n the 

v o l u n t a r y p a r t i c i p a t i o n of those i n t e r e s t owners l i s t e d 

here? 

A. Yes. 

Q. And you might s t a r t , Mr. Birdshead — s o r r y t o 

i n t e r r u p t — w i t h some of the background of how we got here 

today. 

A. Yes, we have about 9 0 orders t h a t we have been 

able t o i d e n t i f y i n t h i s area. The t h i n g about t h i s 

STEVEN T. BRENNER, CCR 
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p a r t i c u l a r A p p l i c a t i o n i s , t h i s s e c t i o n , the n o r t h h a l f of 

the s e c t i o n , i s already covered by a lease, the two 

d i f f e r e n t leases. But they are 1920s v i n t a g e , and there's 

no p o o l i n g language i n the lease, so i t ' s — a c t u a l l y what 

we're t r y i n g t o do i s add some k i n d of p o o l i n g language t o 

them. 

But i n order t o ob t a i n the ownership, we had a 

d r i l l i n g o p i n i o n done, and then from t h e r e we checked our 

records and — t o see who we were paying and what the 

c u r r e n t ownership was i n those w e l l s , and then we took the 

c o r r e l a t i o n between the two and then searched I n t e r n e t and 

county courthouse records of l a s t known address and have 

come up w i t h a p r e t t y good address l i s t . 

Q. And l e t ' s — and l e t ' s — You've s t a r t e d t a l k i n g 

about t h a t , but l e t ' s d i v i d e your e f f o r t s , then, between 

those i n t e r e s t owners who you were not able t o l o c a t e and 

then those i n t e r e s t owners who were l o c a t a b l e . 

You sai d t h a t you had a d r i l l i n g o p i n i o n — a 

t i t l e o p i n i o n , completed. What other e f f o r t s d i d you 

undertake t o t r y t o locate those l o s t i n t e r e s t owners? 

A. We had a broker out of Midland h e l p i n g us l o c a t e 

the owners from other areas i n the county, from other 

w e l l s . She was f a m i l i a r w i t h a l o t of the owners already, 

and so she helped us locate them. And then she also d i d 

I n t e r n e t searches and genealogy searches f o r addresses and 

STEVEN T. BRENNER, CCR 
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o b i t u a r i e s , and then from there we t r i e d t o o b t a i n the 

cu r r e n t ownership. 

Q. Did you or anyone working i n your behalf search 

county records? 

A. Yes, we searched o n l i n e county records f o r 

Midland, H a r r i s County, I t h i n k maybe Dallas and Tarr a n t 

County. They were a l l o n l i n e , so we were able t o gather 

i n f o r m a t i o n o n l i n e . 

Q. And what i s E x h i b i t Number 3? 

A. E x h i b i t Number 3 are the owners t h a t we have come 

up w i t h who have signed a vo l u n t a r y p o o l i n g agreement f o r 

t h i s . We have so f a r 37 who have signed and re t u r n e d our 

request f o r the pooling agreement, and — out of 90, about 

41 percent. 

Second page i s a copy of a l e t t e r t h a t was mailed 

t o each owner i n t h i s l i s t — 

Q. — t h a t you were able t o f i n d the address f o r ? 

A. — t h a t we were able t o f i n d the addresses f o r . 

I don't t h i n k we had too many unlocatable owners. We were 

able t o i d e n t i f y a t l e a s t the h e i r s or someone t h a t knew 

someone t h a t we could send i t t o . 

Q. And so also included i n t h i s packet i s a copy of 

the l e t t e r w i t h the pooling agreement t h a t went out t o a l l 

those i n t e r e s t owners? 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. And t e l l me here, what i s the c u r r e n t s t a t u s w i t h 

John H. Hendrix Corporation, i f you know? 

A. John H. Hendrix Corporation c a l l e d me the other 

day, and they thought they had a working i n t e r e s t i n t h i s 

w e l l . But our t i t l e o pinion d i d n ' t show t h a t they had a 

working i n t e r e s t , but j u s t the r o y a l t y i n t e r e s t . So she 

was going t o send me some backup t h a t maybe we weren't able 

t o — or our atto r n e y d i d n ' t review and search i n h i s 

records when he d i d the t i t l e o p inion. And from t h e r e , 

w e ' l l take i t from there and see what k i n d of i n t e r e s t they 

have. I f they do a c t u a l l y have a working i n t e r e s t , then we 

would r e v i s e our DOI and send them an o f f e r t o p a r t i c i p a t e . 

Q. And so, Mr. Jones, we've a c t u a l l y included — 

although these are a l l r o y a l t y owners t h a t we're seeking t o 

pool , i f i t t u r n s out t h a t Hendrix Corporation i s a working 

i n t e r e s t owner, we have some proposed d r i l l i n g and 

producing r a t e s i n case t h a t ' s where we come out on t h i s , 

since t h a t ' s a l i t t l e b i t up i n the a i r r i g h t now. But 

otherwise, t h a t wouldn't be r e l e v a n t w i t h the r o y a l t y 

owners a t t h i s time, j u s t t o give you t h a t background. 

I n your opinion, Mr. Birdshead, have you made a 

good f a i t h e f f o r t t o ob t a i n the v o l u n t a r y p a r t i c i p a t i o n i n 

t h i s w e ll? 

A. Yes. 

Q. And would you please t u r n t o E x h i b i t Number 4 and 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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review t h a t f o r the Examiner? 

A. Okay, t h i s i s the AFE, and these are estimated 

costs of what i t ' s going t o cost t o d r i l l t h i s w e l l . 

Q. And t h i s i s what was sent t o a l l the working 

i n t e r e s t owners? 

A. Yes. 

Q. And what are the dryhole and completed w e l l 

costs? 

A. Well, the dryhole cost i s $2,729,000, and the 

completed w e l l cost i s $4,817,000. 

Q. Are these costs i n l i n e w i t h what Chesapeake or 

other operators i n the area are charging f o r s i m i l a r wells? 

A. Yes. 

Q. And have you made an estimate of the overhead and 

a d m i n i s t r a t i v e costs while d r i l l i n g t h i s w e l l and w h i l e 

producing the w e l l i f successful? 

A. Well, a c t u a l l y , i t ' s covered by the JOA t h a t we 

already have i n place, and i t ' s r i g h t a t $2200 a month f o r 

d r i l l i n g r a t e and $220 a month f o r a producing r a t e , which 

i s k i n d of low. 

Q. Operating agreement was signed — 

A. Yes. 

Q. — a while back? 

A. The operating agreement was signed back i n the 

'80s. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 
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Q. Do you recommend t h a t these f i g u r e s be 

incorporated i n t o any order t h a t r e s u l t s from t h i s hearing? 

A. Yes. 

Q. And does Chesapeake request t h a t i n accordance 

w i t h D i v i s i o n Rules, t h a t the maximum charge of 2 00 percent 

be imposed on those i n t e r e s t owners who do not v o l u n t a r i l y 

commit t h e i r i n t e r e s t i n the well? 

A. Yes. 

Q. And does Chesapeake seek t o be designated the 

operator of t h i s well? 

A. Yes, yes, we do. 

Q. And i n your opinion w i l l the g r a n t i n g of t h i s 

A p p l i c a t i o n be i n the best i n t e r e s t of conservation, the 

p revention of waste and the p r o t e c t i o n of c o r r e l a t i v e 

r i g h t s ? 

A. Yes. 

Q. And i f y o u ' l l t u r n t o E x h i b i t Number 5, i s t h i s a 

copy of my n o t i c e a f f i d a v i t , as w e l l as the E x h i b i t A of 

those i n t e r e s t owners we seek t o pool, a copy of the n o t i c e 

l e t t e r , the a f f i d a v i t of p u b l i c a t i o n and the c e r t i f i e d 

r e c e i p t s and green cards? 

A. Yes. 

Q. Were E x h i b i t s 1 through 5 e i t h e r prepared by you 

or compiled under your d i r e c t supervision? 

A. Yes, they were. 

STEVEN T. BRENNER, CCR 
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MS. MUNDS-DRY: Mr. Jones, we would move the 

admission i n t o evidence of Chesapeake E x h i b i t s 1 through 5. 

EXAMINER JONES: E x h i b i t s 1 through 5 w i l l be 

admitted. 

MS. MUNDS-DRY: And I have nothing f u r t h e r f o r 

Mr. Birdshead. 

EXAMINATION 

BY EXAMINER JONES: 

Q. The AFE says 14,384 f e e t , and you want t o pool t o 

a measured depth of 15,751? 

A. Yes. 

Q. I s there a reason why there's a discrepancy 

there? 

A. What do you mean? 

Q. You know, i t may — sometimes 1000 f e e t down a t 

t h a t depths make a b i g d i f f e r e n c e . 

A. Yes — 

Q. Of course, $4.8 m i l l i o n , you probably have i t 

covered. 

A. A c t u a l l y , we have a — our g e o l o g i s t t e l l s us we 

could go e i t h e r way on t h i s w e l l . We could come up w i t h a 

w e l l , i t could be an o i l w e l l which would be 4 0-acre 

spacing, so — 

Q. Okay. 

A. — the pool i n g order wouldn't be needed i f i t 

STEVEN T. BRENNER, CCR 
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a c t u a l l y turned out t o be an o i l w e l l . 

Q. Okay, I t h i n k you answered my questions as t o why 

you're doing the n o r t h h a l f instead of the west h a l f , 

because you have those e x i s t i n g leases, and — 

A. Uh-uh. 

Q. — and you d i d n ' t want t o break the lease i n two 

or something. 

A. Well, there are two leases, one i n the east h a l f 

and one i n the west h a l f , and one was taken i n 1928 and I 

t h i n k the other one was taken i n 1927, and they're a l l HBP 

by several w e l l s . And there was no p o o l i n g language i n 

those leases t h a t we were comfortable w i t h . 

Q. I f you had one on the west h a l f , why d i d n ' t you 

do a west-half spacing u n i t here? Was i t geologic reasons? 

A. Yeah, the Devonian formation, the pool t h e r e i s 

320-acre spacing, and so i f we h i t gas i t w i l l be 320. 

Q. And they wanted a n o r t h h a l f i n s t e a d of a — They 

wanted a laydown instead of a standup? 

A. Well, a c t u a l l y i n the south h a l f we are already 

covered by the Langley Getty 2 r e - e n t r y — 

Q. Okay. 

A. — and t h a t ' s a laydown. 

Q. That's the reason? 

A. Yeah. I t would have been easier t o do i t t h a t 

way, b e l i e v e me. 

STEVEN T. BRENNER, CCR 
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Q. Okay. I've got t o ask the question t h a t — 

before I f o r g e t . The A p p l i c a t i o n s a i d n o r t h h a l f , but then 

you would also — wanted a 640 f o r the Jalmat gas. I s t h a t 

not what you want now? 

MS. MUNDS-DRY: No — yes, I don't b e l i e v e t h a t 

there's any 64 0 Jalmat i n t h i s area. We may have j u s t been 

p u t t i n g any pools t h a t were, you know, a p p l i c a b l e t o t h i s 

area, but — 

Q. (By Examiner Jones) So you're not t a r g e t i n g the 

Jalmat gas? 

A. No. 

Q. Okay. 

A. I don't even know i f we have r i g h t s t o the Jalmat 

i n t h i s area. 

Q. Okay, yeah, because you — you s a i d 4000 down t o 

15,751. That would take care of t h a t . 

A. There's a u n i t above i t c a l l e d the Eunice 

Monument Un i t — 

Q. Okay. 

A. — and t h a t ' s the one on top of i t . 

Q. Okay. 

A. But we don't have an i n t e r e s t i n t h a t u n i t . 

Q. Okay. Okay, I guess — NSL-572 0; i s t h a t 

c o r r e c t ? That already covers the NSL — 

A. Yes. 

STEVEN T. BRENNER, CCR 
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Q. I t ' s already been done? 

A. Yes, we have i t done and approved. 

Q. Okay. Well, i t ' s a l o t of money, but — Why 

sla n t e d i n t h i s case? I s i t worth t h a t much more t o d r i l l 

a s l a n t e d w e l l — 

A. Yeah, he — 

Q. — spend a l l t h a t money? 

A. — he thought there might be something t h e r e . 

The Langley Getty 2 a c t u a l l y went h o r i z o n t a l , and t h a t w e l l 

turned out t o be r e a l l y good, and he j u s t wanted t o come i n 

t o catch the Devonian, which was k i n d of i n the west h a l f . 

Q. Very persuasive g e o l o g i s t you have t h e r e , 

persuade management t o spend t h a t much more money. 

A. Yeah, I hope i t ' s there. 

Q. Yeah. 

EXAMINER BROOKS: I t h i n k t h a t ' s the most 

expensive w e l l I've seen i n a compulsory p o o l i n g case. 

MS. MUNDS-DRY: I s i t ? 

EXAMINER JONES: Now t e l l me again about the 

Hendrix s i t u a t i o n . 

MS. MUNDS-DRY: There appears t o be — they 

b e l i e v e — Chesapeake's t i t l e o pinion shows t h a t they have 

a r o y a l t y i n t e r e s t , and Hendrix believes they have a 

working i n t e r e s t . 

EXAMINER JONES: Have they been paying money a l l 
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these years t o somebody f o r some reason? 

MS. MUNDS-DRY: I'm not sure. Yeah, t h e y ' l l work 

i t out. 

THE WITNESS: I t h i n k i t went back t o an e a r l i e r 

conveyance, which our attorney may not have seen. But she 

was going t o send me a l l the backup on t h a t , and then I'm 

j u s t going t o forward i t t o our at t o r n e y t o see i f he could 

a s c e r t a i n where the ownership might be d i f f e r e n t or where 

— i f he had missed i t or i f he had already seen i t and 

d i d n ' t t h i n k i t a p plied. 

There was one — there's one conveyance i n there 

t h a t he sa i d d i d n ' t r e a l l y apply t o t i t l e i n t h i s area, and 

so he disregarded t h a t , and t h a t might be the one she's 

t a l k i n g about. 

EXAMINER JONES: Okay. Well, t h a t — I guess 

t h a t takes care of t h a t . 

Q. (By Examiner Jones) Can you supplement our 

record w i t h the r e s u l t s of what you f i n d out on t h a t — 

A. Okay. 

Q. — so t h a t we can have i t i n our case f i l e ? 

MS. MUNDS-DRY: We would be glad t o . 

THE WITNESS: Sure. 

EXAMINER JONES: Okay. Do you have any 

questions? 

EXAMINER BROOKS: Yeah. 
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EXAMINATION 

BY EXAMINER BROOKS: 

Q. You said t h a t E x h i b i t 2 was a copy of — was the 

l i s t of the people who had j o i n e d . 

A. Yes, of the working i n t e r e s t owners. 

Q. Those are only — those are only the — only the 

working i n t e r e s t owners and only ones who are c o n t r a c t u a l l y 

committed? 

A. Yes. 

Q. And then the f i r s t page of E x h i b i t 3, i s t h a t a 

l i s t of a l l the owners you've i d e n t i f i e d ? 

A. I beli e v e t h a t might be j u s t the r o y a l t y owners. 

Yeah, t h a t ' s j u s t the r o y a l t y owners. 

Q. Okay, are there any working i n t e r e s t owners who 

are not c o n t r a c t u a l l y committed? 

A. No, there aren't, they're a l l — 

Q. So — 

A. — they're a l l covered by the JOA. 

Q. So the pool i n g , force p o o l i n g , i s only f o r the 

r o y a l t y owners? 

A. Right. 

Q. Now i s the — does t h i s f i r s t page of E x h i b i t 3 

— i s t h i s a l i s t of a l l the ones f o r whom — does — t h i s 

address l i n e over here i n the t h i r d column, f o u r t h column, 

i s t h a t a l l the people you have addresses f o r ? 
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A. Yes. 

Q. So i f i t ' s blank, i t means you don't have 

addresses? 

A. Right. 

Q. And you're r e l y i n g on the n o t i c e by p u b l i c a t i o n , 

r i g h t ? 

A. Right. 

Q. And the n o t i c e t h a t appears t o have been 

published, i t seems l i k e you d i d not include the names of 

the people who are being noticed i n the n o t i c e by 

p u b l i c a t i o n ? 

MS. MUNDS-DRY: That i s c o r r e c t , Mr. Brooks. 

EXAMINER BROOKS: So your assuming — the 

sup p o s i t i o n t h a t the Rules of C i v i l Procedure apply by 

analogy i s probably not c o r r e c t . 

Well, I j u s t wanted t o e s t a b l i s h t h a t . I 

continue t o be l i e v e t h a t t h a t would be the more prudent 

procedure, but I guess since our r u l e s don't r e q u i r e i t , I 

can't be too dogmatic about i t . Okay. 

THE WITNESS: We have t r i e d t o f i n d everybody 

t h a t we can. I mean, exhausting, t h a t was probably the 

hardest p a r t of t h i s w e l l . 

EXAMINER BROOKS: Very good, thank you. 

EXAMINER JONES: Thanks, Mr. Birdshead — 

THE WITNESS: Thank you. 
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EXAMINER JONES: — and thanks, Ms. Munds-Dry. 

I s t h a t your l a s t case? 

MS. MUNDS-DRY: Yes, thank you very much, Mr. 

Examiner. 

EXAMINER JONES: Okay, w i t h t h a t , w e ' l l take Case 

14,027 under advisement. 

And l e t ' s have a 15-minute break here. 

(Thereupon, these proceedings were concluded a t 

9:28 a.m.) 
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