
STATE OF NEW MEXICO 
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT 

OIL CONSERVATION DIVISION 

IN THE MATTER OF THE APPLICATION 
OF CHESAPEAKE EXPLORATION L.P. 
FOR A DETERMINATION THAT ITS INTEREST 
IS NOT SUBJECT TO DIVISION ORDER R-11580 
L E A COUNTY, NEW MEXICO 

APPLICATION 

Comes now Chesapeake Exploration L.P. ("Chesapeake"), by its attorneys, 

Kellahin and Kellahin, and applies to the New Mexico Oil Conservation Division 

("Division") for an order determining that Chesapeake's mineral interest in the NW/4 of 

Section 34, T15S, R36E have not been properly pooled into a spacing unit by David H. 

Arrington Oil & Gas Inc. ("Arrington") for Arrington's Royalty Simulator Well No. 1 

and is not subject to Division Order R-l 1580; 

and as ground therefore states: 

(1) Division Rule 1207.A.(1) requires the applicant in a compulsory pooling case 

to send notice to "any owner of an interest in the mineral estate whose interest is 

evidenced by a written document of conveyance either of record or known to the 

applicant at the time of filing the application..." 
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(2) On October 3, 2000, Arrington proposed the drilling of its Royal Simulator 

Well No. 1 to the following interest owners in the NW/4 of Section 34, T15S, R36E: 

Mattie Pou 
Thelma Champion 
Anson Energy Corporation 

(3) Arrington failed to propose this well to Chesapeake which acquired its 

0.97656% working interest on July 11, 2000 and record its assignment of that interest 

with the Lea County Clerk on September 18, 2000. See Exhibit 1. 

(4) On November 29, 2000, Arrington filed a compulsory pooling application 

seeking to pool uncommitted interests including the NW/4 of Section 34, T15S, R36E to 

a spacing unit for its Royal Simulator Well No. 1. 

(5) Prior to July 5, 2001, Arrington had not proposed this well to Chesapeake or 

sent it notice of any hearing. 

(6) On December 16, 2000, Arrington spudded the Royal Simulator well and after 

failing to reach the Morrow/Mississippian formations, chose to complete the well for oil 

production from the Wolfcamp formation of the Caudill Permo-Upper Pennsylvanian 

Pool. 

(7) On December 21, 2000, Arrington's pooling application was heard by 

Examiner Michael E. Stogner. At that hearing, Dale Douglas, testifying as Arrington's 

landman, testified that the only parties with whom Arrington had not yet reached a 
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voluntary agreement were Matty Pou (sp), Thelma Champion and Anson Energy 

Corporation. See Transcript page 9 lines 12-17 

(8) In addition, while Arrington had commenced drilling this well on December 

16th, none of his witnesses at the hearing on December 21st disclosed that fact to 

Examiner Stogner. Instead, Arrington attempted to obtain the maximum 200 % risk factor 

penalty despite the fact that Arrington had assumed the risk of drilling the well prior to 

obtaining a compulsory pooling order. 

(9) In addition, while Arrington had assumed the risk of commencing this well 

before obtaining a compulsory pooling order, none of his witnesses at the hearing on 

December 21st disclosed that fact to Examiner Stogner. 

(10) On January 31, 2001, Arrington finished drilling the well and the drilling rig 

released. 

(11) On May 2, 20001, the Division issued its pooling order R-11580. 

(12) On May 14, 2001, Arrington reported the first oil production from the well 

with first gas delivered from the well on May 7, 2001. 

(13) By letter dated July 5, 2001, Arrington, in a failed attempt to comply with 

Paragraph (5) of Order R-11580, sent notice to Chesapeake that it within 30 days 

following reasonable well costs determination to had to pay its share of the actual costs 

of the well. 
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(14) Paragraph (5) states in part that Arrington must send notice "Within 30-days 

after the effective date this order (May 2, 2001). Arrington's election letter failed to 

comply with the order. 

(15) Paragraph (6) of Order R-11580 provides that any non-consenting working 

interest owners may file an objection with the Division within 90 days to dispute well 

costs. 

WHEREFORE, Chesapeake Exploration L.P. request that the Division grant a 

hearing to determine the following issues: 

(a) whether Chesapeake's interest is subject to Order R-

11580; 

(b) the appropriate allocation of costs between the owners in 

a 160-acre unit and the 320-acre unit; 

(c) the appropriate allocation of risk between the owners in a 

160-acre unit and the 320-acre unit; and 

(d) the appropriate^gjxantage of) 

W. Thomas Kellahin 
Kellahin &. Kellahin 
P. O. Box 2265 
Santa Fe, New Mexico 87504 
(505) 982-4285 
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CERTIFICATE OF SERVICE 

I certify that a copy of this pleading was hand delivered to counsel for William F. Carr, Esq. 
attorney for David H. Arrington Oil & Gas Inc. this 17th day of July, 2001. 
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ASSIGNMENT OF OIL & GAS LEASE 

L34G65 
W HEREAS, on the 20th day of June. 2000, a certain Oil & Gas Lease was made and entered 

into by and between BLCKNER BAPTIST BENEVOLENCES. A CORPORATION, ("Lessor"), 
and CHALFANT PROPERTIES, INC., MIDLAND, TEXAS, ("Lessee"), covering certain lands and 
leaies in the County of Lea and State of New Mexico, to-wit; 

Township-lg-Smirh. Ranee-fri-East. N.M.P .M, 
Section 31: Lots 1,1 & E/2NW/4 

WHEREAS, The said 09 & Gas Lease and all rights thereunder or incident thereto are now 
owned by CHALPANT PROPERTIES, INC. 

NOW, THEREFORE, for and in consideration of One Dollar (and other good and valuable 
considerations), the receipt of which is hereby acknowledged, the undersigned, tbe present owner 
of the said Oil & Gas Lease, and all rights thereunder or incident thereto, does hereby bargain, sell, 
transfer, assign and convey all rights, title and interest of the original lessee and present owner in 
and to said Oil & Gas Lease and rights thereunder, together with all personal property used or 
obtained in connection therewith to CHESAPEAKE EXPLORATION, LJ., P.O. BOX 184W, 
OKLAHOMA CITY, OK 73154-0496, and its successors and assigns. 

And for the same consideration, the undersigned for himself and bis successors and assigns, 
does covenant with the said assignee its successors, or assigns, that Chalfant Properties, Inc. is the 
lawful owner of the said Assignment of Oil & Gas Lease and lights and interests thereunder and 
that the undersigned has good right and authority to sell and convey the same, and that the 
undersigned will warrant and defend the same against those claiming by, through or under it but 
not otherwise. 

In Witness Whereof, The undersigned owner and assignor has signed this instrument as of 
tbe 11th day of July, 2000. 

CHALFANT PROPERTIES. INC. 

Record & Return To: 
Ghawtptaks Operating, Inc. 

P.O. Box 18496 
Oklahoma City, OK 73154 ANT, PRESIDENT 

STATE OF TEXAS 

COUNTY OF MIDLAND 

This instrument was acknowledged before me on this LUb day of July, 2000, by 
William A. Chalfant, President of Chalfant Properties, Inc., on behalf of said corporatio 

n 

i ^ l NOTARY PUBLIC 
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STATE OF NEW MEXICO 
COUNTY OF LEA 

FILED 

SEP 1 8 2000 
K.5 odock &— u 

Ctuswlle, Le» County C(ttt 

N otary' Public in and for the State of Texas 

Notary's Printed Name: 

\It/DlTH K iA)U.UAW'-£ 

My Commission Expires: 

a./7/2001. 
MW\1C0 0 0 7 - 0 0 ( 

.'•v. . . . C ^ K ' - . 

^ . 
UN­

HOOK 1038 wee 537 
EXHIBIT 


