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

9:08 a.m.: 

CHAIRMAN FESMIRE: At t h i s time the Commission 

w i l l s k i p ahead i n the docket. We're going t o address 

Cases Number 13,492, which i s an a p p l i c a t i o n f o r re-hearing 

of the A p p l i c a t i o n of Samson Resources Company, Kaiser-

Francis O i l Company and Mewbourne O i l Company f o r 

c a n c e l l a t i o n of two d r i l l i n g permits and the approval of a 

d r i l l i n g permit i n Lea County, New Mexico; and r e l a t e d Case 

Number 13,493, which i s a re-hearing of the A p p l i c a t i o n of 

Chesapeake Permian, L.P., f o r compulsory p o o l i n g i n Lea 

County, New Mexico. 

At t h i s time the Commission w i l l e n t e r t a i n t he 

entrance of appearance of attorneys i n t h a t case. 

MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

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 . I'm 

appearing today i n as s o c i a t i o n w i t h Mr. John Cooney and Mr. 

Ea r l DeBrine of the Modrall Law Firm. Together, we 

represent the Chesapeake i n t e r e s t s . 

MR. GALLEGOS: Mr. Chairman, members of the 

Commission, Gene Gallegos. I'm appearing on behalf of 

Samson Resources i n both cases. 

CHAIRMAN FESMIRE: Okay, um — 

MR. HALL: Mr. Chairman, Scott H a l l — 

CHAIRMAN FESMIRE: I'm so r r y . 
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MR. HALL: — M i l l e r S t r a t v e r t law f i r m , Santa 

Fe, appearing on behalf of Kaiser-Francis O i l Company. 

MR. BRUCE: Mr. Chairman, Jim Bruce of Santa Fe, 

repr e s e n t i n g Mewbourne O i l Company. 

CHAIRMAN FESMIRE: Let me apologize t o Mr. H a l l 

and Mr. Bruce. I had f o r g o t t e n t h a t there were other 

people inv o l v e d . 

We're here today on Mr. K e l l a h i n ' s a p p l i c a t i o n 

f o r rehearing. At the request of Mr. K e l l a h i n and Mr. 

Gallegos, we've turned t h i s i n t o a prehearing conference. 

There were b a s i c a l l y two issues t h a t the Commission — t h a t 

the Chairman was concerned about and t h a t — f e l t needed t o 

be addressed i n your motion, i f you'd be so k i n d as t o 

ex p l a i n your motion and where we need t o s t a r t i n today's 

prehearing conference. 

MR. KELLAHIN: Mr. Chairman, members of the 

Commission, we f i l e d an a p p l i c a t i o n f o r rehearing of the 

de c i s i o n by the Commission, based upon the January hearing. 

This was the dispute between Chesapeake and Samson i n which 

the r e was a d i f f e r e n c e of opinion on how t o o r i e n t a 320-

acre Morrow spacing u n i t . 

The Commission i n deciding t h a t case chose a 

unique s o l u t i o n of d e c l a r i n g a 640-acre spacing u n i t . I n 

response t o t h a t , we've f i l e d our a p p l i c a t i o n f o r r e ­

hearing. Among the issues requested were those t h a t Mr. 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

7 

Fesmire a l l u d e d t o . One was, who should operate the KF 

State Number 4 w e l l and who should operate any subsequent 

w e l l s i n the 640-acre spacing u n i t i f t h a t , i n f a c t , i s 

what the f i n a l spacing u n i t i s t o be. 

I n a d d i t i o n , i t provided an o p p o r t u n i t y t o a l l 

the p a r t i e s t o comment upon the 640 spacing u n i t d e c i s i o n , 

t o remove any doubt we'd a l l have a f a i r o p p o r t u n i t y t o 

present t h a t issue t o you. 

Our plan i s not t o r e - l i t i g a t e the geology and 

t a l k about the 320s, but t o focus on whether or not the 

640-acre spacing u n i t i s appropriate. 

There are two issues i n my mind w i t h regard t o 

t h a t choice. One i s whether or not i t i s app r o p r i a t e t o 

incl u d e 160 acres t h a t also had a dry hole on i t as p a r t of 

the p a r t i c i p a t i o n i n the spacing u n i t . To set the stage, 

remember t h i s i s an odd se c t i o n . We're t a l k i n g about the 

lower t w o - t h i r d s . I f you take the lower t w o - t h i r d s , the 

640, and presume the quarter sections, the disputed 160 

would be the northwest quarter w i t h the dry hole. 

By i n c l u d i n g t h a t , i t i s Chesapeake's c o n t e n t i o n 

t h a t Samson receives a w i n d f a l l . Their i n t e r e s t from the 

Examiner order went from 6-point-something percent a l l the 

way up t o 53 percent, and correspondingly the others were 

reduced. So we want t o focus on t h a t — those two t h i n g s 

and t a l k t o you again about what i s the app r o p r i a t e 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

8 

configuration, whether 640 i s appropriate or something 

less. 

I n addition, I w i l l represent to you the parties 

are a c t i v e l y engaged i n a settlement that hopefully can 

resolve these things. 

In response to the l e t t e r , I have prepared a 

scheduling order shared with counsel. Mr. Gallegos has 

some opposition t o i t and has prepared his own scheduling 

order. So with your permission, we have scheduling orders 

to present t o counsel for discussion and a decision on how 

i t ought to be issued. 

My b e l i e f i s that a hearing on the July 

Commission docket may be appropriate, and would be f o r my 

c l i e n t , t o see i f we can't f i n a l l y resolve t h i s . 

CHAIRMAN FESMIRE: Okay. Mr. Gallegos? 

MR. GALLEGOS: Mr. Chairman, members of the 

Commission, as you might imagine, Samson has some d i f f e r e n t 

views about t h i s matter and the necessity of a re-hearing, 

and we believe that the evidence supports the decision made 

by the Commission. 

But that being said, I think f o r purposes today 

we simply need to have the Commission set some parameters 

f o r the hearing, as far as exhibits. Certainly we don't 

want t o s t a r t at the bottom of t h i s . I mean, the geology 

and engineering was thoroughly heard. I n f a c t , I would 
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suggest t h a t probably l i m i t i n g the p a r t i e s t o an hour and a 

h a l f or so apiece would be adequate. I t h i n k t h e r e 

l i m i t a t i o n , since there already was such a thorough 

hearing. So we b a s i c a l l y concur, though, w i t h Chesapeake, 

and I t h i n k the hearing date set i n J u l y would be 

reasonable. 

We also advise the Commission t h a t the p a r t i e s 

are t a l k i n g , attempting a r e s o l u t i o n , and t h a t may occur. 

So w i t h t h a t , I t h i n k i f the Commission would set 

some dates t h a t i t wants e x h i b i t s , wants witnesses 

d i s c l o s e d and a hearing date, t h a t ' s a l l t h a t w e ' l l need 

from the Commission today, and thank you f o r t h a t . 

CHAIRMAN FESMIRE: Okay. Mr. H a l l , do you have 

anything t o add? 

MR. HALL: I would agree, I t h i n k the p a r t i e s do 

need some guidance i n t h a t regard, and I t h i n k l i m i t a t i o n s 

on time, perhaps even number of witnesses might be 

appr o p r i a t e . 

The proposed d r a f t scheduling order brought t o us 

by Chesapeake suggested there might be a need f o r 

a d d i t i o n a l f a c t witnesses. I don't see i t . I t h i n k the 

f a c t s are w e l l established. But I t h i n k i f , i n advance of 

the hearing, the p a r t i e s would i d e n t i f y the witnesses and 

the scope of t h e i r respective testimonies so t h a t we could 

have a hearing where each p a r t y i s l i m i t e d t o the 
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p r e s e n t a t i o n of i t s case on d i r e c t and on cross-examination 

t o two hours each, I t h i n k t h a t ' s s u f f i c i e n t f o r the 

Commission t o f i n a l l y resolve t h i s . 

CHAIRMAN FESMIRE: Mr. Bruce? 

MR. BRUCE: I would j u s t concur w i t h Mr. H a l l . 

CHAIRMAN FESMIRE: Okay. Mr. Gallegos, Mr. 

K e l l a h i n , what i s the major d i f f e r e n c e i n your proposed 

scheduling orders? What are the d i f f e r e n c e s i n your 

proposed scheduling orders? I don't have a copy of e i t h e r 

one of them before me. 

MR. GALLEGOS: I f I might approach, l e t me 

provide — Ours i s j u s t simpler and doesn't attempt t o s o r t 

of make an ana l y s i s of what the issues are. 

MR. KELLAHIN: This i s Chesapeake's — 

CHAIRMAN FESMIRE: Mr. H a l l , the Rules already 

c a l l f o r d i s c l o s u r e of witnesses and the subjects of t h e i r 

testimony. Do we need t o expand t h a t f o r t h i s hearing? 

And i f so, why? 

MR. HALL: I don't t h i n k we do. I t h i n k we need 

t o have i t understood t h a t the p a r t i e s w i l l do t h a t , so 

t h e y ' l l have p l e n t y of advance n o t i c e and w i l l be able t o 

prepare any s o r t of r e b u t t a l testimony as they deem 

necessary, but w i t h the understanding they're going t o be 

l i m i t e d i n time t o do t h a t . 

CHAIRMAN FESMIRE: Normally the witness 
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i d e n t i f i c a t i o n and the p r e t r i a l e x h i b i t s must be presented 

on the Thursday before hearing, which g e n e r a l l y allows f i v e 

business days, i f I remember c o r r e c t l y . 

I f the Commission sets the hearing date a t — i s 

i t J u l y 19th? — J u l y 19th, i s there any reason not t o have 

the witness d i s c l o s u r e and hearing — and e x h i b i t s 

d i s c l o s e d on the Thursday before J u l y 19th, which I b e l i e v e 

i s another Thursday? 

MR. KELLAHIN: I n a complicated case l i k e t h i s , 

Mr. Chairman, we have no o b j e c t i o n on behalf of Chesapeake 

t o having a longer period of time, and i t could be f i l e d 

two weeks before hearing, i n our opinion. 

I n a d d i t i o n , I don't want t o s u r p r i s e counsel, 

but we t h i n k there's a d d i t i o n a l i n f o r m a t i o n developed i n 

terms of the t e c h n i c a l data, pressure and produc t i o n 

i n f o r m a t i o n t h a t provides an o p p o r t u n i t y f o r us t o 

re s e r v o i r - s i m u l a t e the performance of the KF State Number 4 

w e l l t o see i t s a f f e c t e d area and thereby help you 

determine what i s the appropriate s i z e of the spacing u n i t . 

So t h e r e may be a dispute over r e s e r v o i r s i m u l a t i o n , which 

w e ' l l want t o present i n terms of witnesses t o support 

t h a t . 

CHAIRMAN FESMIRE: Okay. Mr. Gallegos, would two 

weeks be — 

MR. GALLEGOS: I t h i n k two weeks would do i t , 

STEVEN T. BRENNER, CCR 
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would be, a t the minimum, adequate. 

CHAIRMAN FESMIRE: Mr. H a l l , would you o b j e c t t o 

th a t ? 

MR. HALL: We would "agree t o t h a t . 

CHAIRMAN FESMIRE: Mr. Bruce? No obje c t i o n ? 

MR. BRUCE: No o b j e c t i o n . 

CHAIRMAN FESMIRE: Okay, a t t h i s time we w i l l go 

ahead and set the hearing date f o r the r e g u l a r l y scheduled 

Commission meeting on J u l y 19th, w i t h e x h i b i t s and witness 

d i s c l o s u r e due on or before J u l y 12th. 

MS. DAVIDSON: Two weeks? 

CHAIRMAN FESMIRE: Oh, I'm s o r r y , J u l y 5 t h . I 

sai d two weeks, and I subtracted seven. 

I s there a need t o d i s c l o s e r e b u t t a l witnesses 

and e x h i b i t s ? 

MR. GALLEGOS: I t h i n k so. I t h i n k — and we 

provide — I t h i n k both scheduling order forms provide f o r 

t h a t . 

MR. KELLAHIN: Mr. Chairman, t h a t was the 

p r a c t i c e i n the past hearing i n t h i s case, i s t h a t we made 

f u l l d i s c l o s u r e . 

CHAIRMAN FESMIRE: Okay. Mr. H a l l , Mr. Bruce? 

MR. BRUCE: That's acceptable. 

MR. HALL: We would agree t o t h a t . 

CHAIRMAN FESMIRE: I s a week p r i o r t o hearing 
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adequate? That gives them a week t o evaluate and respond. 

I s t h a t s u f f i c i e n t ? 

MR. HALL: Yes. 

CHAIRMAN FESMIRE: Okay. So we w i l l have 

r e b u t t a l witnesses and e x h i b i t s scheduled f o r — Hey, I get 

t o use J u l y 12th — J u l y 12th. I s t h a t s a t i s f a c t o r y t o the 

Commission members? 

COMMISSIONER BAILEY: Uh-huh. 

COMMISSIONER OLSON: Yes, i t i s . 

CHAIRMAN FESMIRE: Okay. I w i l l have Commission 

secretary Davidson d r a f t an order t o t h a t e f f e c t , and we 

w i l l post on the website — I ' l l s ign i t and w e ' l l post i t 

on the website e i t h e r today or tomorrow. 

I s t here anything else i n t h i s case t h a t we need 

t o take up? 

MR. GALLEGOS: Mr. Chairman, does the Commission 

care t o i n d i c a t e what amount of time w i l l be a l l o t t e d f o r 

the hearing? Because I t h i n k t h a t w i l l help the p a r t i e s 

shape t h e i r e x h i b i t s and witnesses, i f we know t h a t . 

(Off the record) 

CHAIRMAN FESMIRE: Secretary Davidson advises me 

r i g h t now t h a t there's nothing else on t h a t docket. I 

t h i n k we should l i m i t each side, each p a r t y , t o two hours 

t o t a l . Since t h i s i s such a lopsided — I mean, since 

t h e r e are so many more p a r t i e s on one side than the other, 
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i s t h e r e any suggestion from the attorneys how we deal w i t h 

t h a t ? 

MR. KELLAHIN: Mr. Chairman, I would suggest t h a t 

the Chesapeake side be a l l o t t e d three hours, and t h a t a l l 

the opponents t o the Chesapeake p o s i t i o n c o l l e c t i v e l y , the 

other p a r t i e s , be a l l o t t e d the same three hours t o share 

among themselves, and t h a t would give us a f u l l day i n 

which t o have e x t r a time f o r breaks and whatnot, and f i n i s h 

i t up i n a s i n g l e day, w i t h each side g e t t i n g t h r e e hours. 

CHAIRMAN FESMIRE: Mr. Gallegos, does t h a t seem 

reasonable t o your side? 

MR. GALLEGOS: I was hoping we'd have less time 

a l l o t t e d , but t h a t ' s a l l r i g h t . 

(Laughter) 

CHAIRMAN FESMIRE: I l i k e the way you're 

t h i n k i n g , s i r . 

(Laughter) 

CHAIRMAN FESMIRE: Mr. H a l l , would t h a t be 

s a t i s f a c t o r y t o your — 

MR. HALL: That's agreeable. 

CHAIRMAN FESMIRE: Mr. Bruce? 

MR. BRUCE: Yes. 

CHAIRMAN FESMIRE: Okay. The order w i l l a lso 

i n d i c a t e t h a t the Chesapeake i n t e r e s t w i l l have t h r e e hours 

t o present t h e i r case, and t h a t the other three p a r t i e s 
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w i l l a l l o c a t e the remaining three hours between them. I f 

you're unable t o agree on t h a t a l l o c a t i o n you can contact 

the Commission; w e ' l l then issue a supplemental order. 

Please do t h a t w i t h i n a week of pos t i n g of the order on the 

website, which ought t o be a week from, a t worst, tomorrow, 

r i g h t ? 

So w e ' l l post the order by Friday. I f you can't 

agree on the s p l i t of the three hours, please contact us 

and w e ' l l issue a supplemental order. 

Any other issues i n t h i s case we have t o take up? 

And t h a t ' s s a t i s f a c t o r y w i t h the Commissioners? 

COMMISSIONER BAILEY: Yes. 

COMMISSIONER OLSON: (Nods) 

CHAIRMAN FESMIRE: Okay. At t h i s time we w i l l 

continue the cases Number 13,492 and 13,493 u n t i l t he 

r e g u l a r l y scheduled J u l y 19th meeting of the Commission, 

and continue on the docket. 

Thank you a l l , very much. 

(Thereupon, these proceedings were concluded a t 

9:23 a.m.) 

* * * 
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