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MR. JONES: Let's c a l l Case 14165, A p p l i c a t i o n of 

Chesapeake Energy Corporation, LLC, t o Amend D i v i s i o n 

Order R-11993 f o r a Compulsory Pooling, Lea County, New Mexico. 

C a l l f o r appearances. 

MR. KELLAHIN: My name i s Tom K e l l a h i n . I'm w i t h the 

Santa Fe law f i r m of K e l l a h i n and K e l l a h i n , appearing t h i s 

morning on b e h a l f of the a p p l i c a n t . We're s u b m i t t i n g t h i s 

a p p l i c a t i o n by a f f i d a v i t . 

MR. JONES: Any other appearances? 

MR. KELLAHIN: With your permission, Mr. Examiner, 

I ' l l proceed t o e x p l a i n t o you what e x h i b i t s we're asking you 

to admit t h i s morning. 

F i r s t of a l l , you f i n d before you what i s marked as 

E x h i b i t No. 1. I t ' s the e x i s t i n g compulsory p o o l i n g order f o r 

t h i s 40-acre spacing u n i t . I t was obtained from the D i v i s i o n 

i n '03 f o r X e r i c O i l and Gas Corporation. Pursuant t o t h i s 

order, then, X e r i c d r i l l e d a downhole commingled Tubb and 

Drinkard w e l l bore i n t h i s 40-acre t r a c t . And i t continued t o 

produce from those formations i n r e l a t i v e l y small amounts. 

The commingled p r o d u c t i o n i s -- I'm not sure I have 

the c u r r e n t r a t e s , so I won't guess a t i t . But what occurred, 

though, i s i n May of '04, Chesapeake Operating acquired the 

pr o p e r t y from X e r i c , and they continue t o operate the w e l l 

pursuant t o the p o o l i n g order. 

At t h i s p o i n t i n time i n June of t h i s year, 
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Chesapeake proposed t o a l l the working i n t e r e s t owners t h a t 

they add an a d d i t i o n a l zone. They wanted t o come up hole and 

add the Abo as an a d d i t i o n a l zone commingled w i t h the other 

two. And because of the change i n the p a r t i e s t h a t were 

o r i g i n a l l y pooled from the time they were pooled t o now, we 

chose t o f i l e t o amend the p o o l i n g order t o make i t c l e a r t h a t 

we were seeking the a u t h o r i t y t o modify the order t o add the 

a d d i t i o n a l zone. 

Independent of t h i s a c t i o n , the a p p l i c a n t Chesapeake 

w i l l f i l e an a p p l i c a t i o n f o r down hole commingling and give the 

p a r t i e s and the D i v i s i o n the a p p r o p r i a t e a l l o c a t i o n s . But a t 

t h i s p o i n t , we are seeking a u t h o r i t y t o amend the order t o 

s p e c i f i c a l l y i n c l u d e the Abo. The o r i g i n a l order was broad 

enough t o i n c l u d e the Abo, but the operator X e r i c chose at t h a t 

time only t o complete i n the Tubb and Drinkard c r e a t i n g the 

argument t h a t they have abandoned t h a t p o r t i o n of the order 

associated w i t h the Abo. To avoid any d i s c u s s i o n about t h a t , 

we're asking you t o issue us an amended order. 

F o l l o w i n g E x h i b i t No. 1, taken from the case f i l e of 

the d i v i s i o n i s the e x h i b i t t h a t was i n t r o d u c e d at t h a t time 

t h a t showed the p a r t i e s f o r which there was no agreement and 

f o r which the order u l t i m a t e l y pooled t h e i r i n t e r e s t . 

E x h i b i t No. 3 i s Chesapeake's c u r r e n t spreadsheet f o r 

the p r o p e r t y i n d i c a t i n g who, i n t h e i r b e l i e f , are the 

a p p r o p r i a t e i n t e r e s t owners at t h i s time. Pursuant t o t h a t 
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b e l i e f , then, Chesapeake sent on June 10th of '08, a proposal 

to a l l these i n t e r e s t owners f o r the re-completion of the w e l l . 

Which now takes you t o what i s marked as 

E x h i b i t No. 4, which i s Mr. Ed Birdshead's a f f i d a v i t . 

Mr. Birdshead i s a landman w i t h Chesapeake whose 

r e s p o n s i b i l i t i e s were t o do the necessary work t o get t h i s 

done. At the second page of the a f f i d a v i t , he r e i t e r a t e s what 

I've j u s t described f o r you. He t a l k s about h i s e f f o r t s t o 

contact these v a r i o u s people, some of which were successful and 

others which simply ignored him. 

At t h i s p o i n t , a l l the people shown i n the attachment 

to t h a t i n i t i a l l e t t e r -- which i f you thumb over through the 

a f f i d a v i t , you're going t o come -- past h i s s i g n a t u r e page --

you're going t o come t o what a t the bottom says " E x h i b i t B." 

I t ' s a one-page l i s t s t a r t i n g o f f w i t h Todd Burns and ending 

w i t h Bruce Burns. This i s the l i s t of the p a r t i e s t h a t are 

intended t o be covered by the c u r r e n t m o d i f i c a t i o n of the 

p o o l i n g order. 

Attached t o t h i s and f u r n i s h e d t o a l l these p a r t i e s 

was Chesapeake's AFE, which i s the l a s t attachment to h i s 

a f f i d a v i t . We're t a l k i n g about a t o t a l cost of subsequent 

op e r a t i o n of j u s t under $350,000. 

MR. JONES: Okay. 

MR. KELLAHIN: The e x i s t i n g order has op e r a t i n g r a t e s 

t h a t were p a i d on the COPUS b u l l e t i n back then. I've asked 
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Chesapeake t o p r o v i d e me what i s the e s c a l a t i o n of those 

numbers. And page 4 of Mr. Birdshead's a f f i d a v i t i n d i c a t e s 

t h a t p a r t of the charges we're d e a l i n g w i t h were the 

o p e r a t i o n a l cost, and the e s c a l a t i o n now would be $521.81, 

which I've placed i n my h a n d w r i t i n g . 

I t ' s probably not necessary t o change these numbers 

i n the e x i s t i n g order because w e ' l l j u s t continue t o escalate 

them as o r i g i n a l l y approved. But t h a t ' s where i t i s now i f you 

do the e s c a l a t i o n . 

MR. JONES: Okay. 

MR. KELLAHIN: The next E x h i b i t No. 5 i s my a f f i d a v i t 

i n d i c a t i n g t h a t i n J u l y on the 23rd, we sent n o t i c e t o a l l 

these p a r t i e s of our i n t e n t i o n t o o b t a i n a compulsory p o o l i n g 

order. Again, i t ' s the same l i s t of p a r t i e s shown. Also 

attached t o the l i s t i s an e x p l a n a t i o n of where the Todds -- or 

the Burns -- came from. The Burns people -- and there's f o u r 

of them -- are a l l associated w i t h being h e i r s of Harold M u l l e r 

or Helen M u l l e r . 

And then a l l the r e s t of the names remain the same. 

There's a Bannatyne i n d i v i d u a l who i s deceased and f o r which 

there's u n c e r t a i n t y about the h e i r s . I've attached t o my 

a f f i d a v i t not o n l y the green cards but the search records from 

a t i t l e broker i n which he explains h i s e f f o r t t o f i n d the 

h e i r s of t h i s M.S. or A l i c e Bannatyne. I n doing so, we 

r e a l i z e d t here were going t o be p a r t i e s t h a t we could not f i n d , 
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so E x h i b i t 6 i s our a f f i d a v i t of n o t i f i c a t i o n i n the Lovington 

Leader Newspaper, which l i s t s a l l these people f o r whom I was 

not able t o o b t a i n a s e r v i c e of hearing f o r t h i s case. 

MR. JONES: Okay. 

MR. KELLAHIN: With your permission, Mr. Examiner, we 

would ask t h a t you admit E x h i b i t s 1 through 6. 

MR. JONES: E x h i b i t s 1 through 6 w i l l be admitted. 

[ A p p l i c a n t ' s E x h i b i t s 1 through 6 admitted i n t o 

evidence.] 

MR. JONES: I t ' s around 350,000 t o re-complete i t . 

When are they going t o do t h i s ? Do you have any idea? 

MR. KELLAHIN: I'm not sure of the t i m i n g . I would 

assume as soon as they're s a t i s f i e d t h a t I have obtained a 

p o o l i n g order, and we've made the post order e f f o r t t o give 

these p a r t i e s e l e c t i o n s . So I would guess w i t h i n the next 90 

or 120 days. 

MR. JONES: Okay. So there's more p a r t i e s t h a t came 

to l i g h t a f t e r the o r i g i n a l order? Are these -- i s t h i s a 

d i v i s i o n of i n t e r e s t v e r t i c a l l y i n the w e l l ? 

MR. KELLAHIN: No, i t ' s not a d i v i s i o n of i n t e r e s t 

v e r t i c a l l y . They are successors t o the o r i g i n a l p a r t i e s t h a t 

were pooled. 

MR. JONES: Okay. 

MR. KELLAHIN: So there's some h e i r s now t h a t are 

l i s t e d as p o t e n t i a l owners t h a t weren't l i s t e d --
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MR. JONES: That weren't l i s t e d ? 

MR. KELLAHIN: -- before because the p a r t y f o r whom 

they were the h e i r was s t i l l a l i v e . 

MR. JONES: Okay. And t h a t was — the e s c a l a t i o n --

you s t i l l want the 60,000 f o r the re-completion a t the time 

when the re-completion i s happening? 

MR. KELLAHIN: I don't know what els e t o do but leave 

i t at 6,000, and l e t them use the COPUS e s c a l a t o r . 

MR. JONES: Okay. 6,600, then. 

MR. KELLAHIN: But I t h i n k the c u r r e n t r a t e s these 

operators are using out here are probably a b i t higher than 

t h a t . But t h a t ' s a conserva t i v e number. 

MR. JONES: Okay. 

MR. KELLAHIN: The purpose of t h i s i s shown on the 

l e t t e r t o these people which i s the June 11th of '07 -- or '08 

l e t t e r . Chesapeake's b e l i e f i s t h a t re-completion and adding 

the Abo w i l l add about ten b a r r e l s of o i l a day and 23 MCF of 

gas a day. So there's an incremental a d d i t i o n a l component t h a t 

j u s t i f i e s the cost. 

MR. JONES: Okay. So some p a r t i e s have not ever been 

lo c a t e d or they have chosen not t o r e p l y at a l l ? 

MR. KELLAHIN: That's t r u e . 

MR. JONES: Okay. I don't know where Cheboygan, 

Michigan, i s . 

MR. KELLAHIN: We d i d i n i t i a l l y get green cards back 
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from everybody. 

MR. JONES: Okay. 

MR. KELLAHIN: But there's some doubt among the 

documents i n my a f f i d a v i t from the t i t l e search as t o whether 

t h a t i d e n t i f i e d the r i g h t person f o r which the r e c e i p t was 

obtained. So we went ahead and put n o t i c e i n the newspaper t o 

make sure we sought out at l e a s t t e c h n i c a l l y everybody we 

thought had an i n t e r e s t . 

MR. BROOKS: Yeah. I t h i n k t h a t ' s a wise p r e c a u t i o n . 

People o f t e n tend t o come up on records, and they o f t e n get 

tendered w i t h green cards t h a t are signed by -- e i t h e r signed 

by somebody d i f f e r e n t than they're addressed t o or they're 

signed by somebody whose name was not p r i n t e d or the s i g n a t u r e 

i s i l l e g i b l e , so you don't know --

MR. KELLAHIN: We have some of t h a t problem here, so 

you're not sure what you have. 

MR. BROOKS: Yeah. Are these the same owners t h a t 

were i n the o r i g i n a l , or are they d i f f e r e n t owners i n the Abo? 

MR. KELLAHIN: They're the same owners. We have the 

same problem i n the other f o r m a t i o n s . 

MR. BROOKS: So you're not b r i n g i n g any new people 

i n . 

MR. KELLAHIN: No, s i r . 

MR. BROOKS: And you contemplate t h a t they w i l l be 

given a new e l e c t i o n f o r the re-completion i n the Abo? 
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MR. KELLAHIN: Our e f f o r t was t o supply them i n June 

of t h i s a c t i o n , but pursuant t o the p o o l i n g order, they would 

get a new e l e c t i o n as t o t h e i r share of the Abo costs. 

MR. BROOKS: You're contemplating t h a t . Okay. I 

t h i n k t h a t ' s a l l I have. 

MR. JONES: The Tubb was not l i s t e d as one of the 

pools i n the o r i g i n a l one, but i t was completed, you s a i d . 

MR. KELLAHIN: That's backwards. 

MR. JONES: Okay. 

MR. KELLAHIN: The Abo was l i s t e d and not completed. 

MR. JONES: Okay. The Abo was l i s t e d and not 

completed, but the Tubb was completed; i s t h a t c o r r e c t ? The 

Tubb and the Drinkard? 

MR. KELLAHIN: I may have t o p u l l out the w e l l f i l e s 

o f f your website t o make c e r t a i n I've not misspoken. The 

o r i g i n a l order had the Abo, the Dri n k a r d and the B l i n e b r y . 

MR. JONES: Okay. Well -- but we're p o o l i n g anything 

from the surface t o the base of the Abo, so --

MR. KELLAHIN: I t ' s going t o p i c k them a l l up. 

MR. JONES: — t h a t would p i c k them up a l l . 

MR. KELLAHIN: And I may have misspoke. The c u r r e n t 

w e l l bore i s i n the Tubb and the Drin k a r d . 

MR. JONES: Okay. Oh, no, you s a i d t h a t . 

MR. KELLAHIN: And the e f f o r t now was t o add the Abo, 

which was o r i g i n a l l y pooled but may be argued abandoned when 
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they d i d n ' t complete i n i t . 

MR. JONES: Okay. And the B l i n e b r y i s s t i l l w a i t i n g 

f o r a f u t u r e day, r i g h t ? 

You guys have any more questions? 

MR. WARNELL: No questions. 

MR. JONES: Okay. Thank you, Mr. K e l l a h i n . 

MR. KELLAHIN: Thank you, Mr. Examiner. We request 

you take t h i s case under advisement. 

MR. JONES: Okay. Let's take Case 14165 under 

advisement. 

* * * 

( thereby cerm, ^ - J i i n q s ,„ 
• conr.platerecorao, . . . t j . - - -

the Kx*m.».ci -• . 
heard by me on ' 

Examiner 

oiTcTnservctlon Division 
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