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

11:23 a.m.: 

EXAMINER JONES: Okay, l e t ' s go back on the 

record, and l e t ' s c a l l Case 14,023, A p p l i c a t i o n of 

Chesapeake Operating, Incorporated, f o r r e s c i s s i o n of the 

s p e c i a l r u l e s and r e g u l a t i o n s f o r the T-V Pennsylvanian Gas 

Pool, Chaves County, New Mexico. 

C a l l f o r appearances. 

MS. MUNDS-DRY: Good morning, Mr. Examiner, Ocean 

Munds-Dry w i t h the law f i r m of Holland and Hart, here 

rep r e s e n t i n g Chesapeake Operating, I n c . , t h i s morning, and 

I have two witnesses. 

EXAMINER JONES: Welcome back, Ocean. 

MS. MUNDS-DRY: Thank you. 

EXAMINER JONES: Are there any other witnesses — 

or appearances i n t h i s case? 

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

(Thereupon, the witnesses were sworn.) 

JIM BALL. 

the witness h e r e i n , a f t e r having been f i r s t d u l y 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 name f o r the record? 

A. My name i s Jim B a l l . 
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Q. Mr. B a l l , where do you reside? 

A. I resi d e i n Edmond, Oklahoma. 

Q. And by whom are you employed and what i s your 

p o s i t i o n ? 

A. Chesapeake Energy Corporation, senior landman, 

Permian n o r t h . 

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

Div i s i o n ? 

A. Yes, I have. 

Q. 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 f i l e d i n 

t h i s case? 

A. Yes, I am. 

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. 

MS. MUNDS-DRY: Mr. Jones, we would tender Mr. 

B a l l as an expert i n petroleum land matters. 

EXAMINER JONES: Mr. B a l l 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. B a l l , 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. An order r e s c i n d i n g s p e c i a l pool r u l e s and 

r e g u l a t i o n s f o r the T-V Pennsylvanian Gas Pool. 

Q. And would you review f o r the Examiner what these 

s p e c i a l r u l e s now require? 
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A. Yes, f o r the pool boundaries — there's something 

out of order here. Well, 990 f e e t from the boundary of a 

quar t e r s e c t i o n , no nearer than 3 30 f e e t t o any 

governmental quarter quarter s e c t i o n . 

%Q. Do you know what the spacing i s ? 

A. The spacing i s 320 acres. 

Q. And do you know what the pool boundaries are? 

A. Yeah, the pool boundaries are the n o r t h h a l f of 

22 and the west h a l f of 23, Township 11 South, Range 31 

East. 

Q. And l e t ' s review the h i s t o r y of these r u l e s as 

they were adopted. Do you know who brought the a p p l i c a t i o n 

f o r s p e c i a l pool rules? 

A. Yes, i t was Robinson Brothers, 1961, Case Number 

2131. 

Q. Was t h a t A p p l i c a t i o n granted? 

A. Yes, and i t r e s u l t e d i n a temporary s p e c i a l r u l e s 

and r e g u l a t i o n s i n Order Number R-1839. 

Q. And were those r u l e s made permanent? 

A. Yes, by Order Number R-1839-A. 

MS. MUNDS-DRY: Mr. Examiner, we'd ask t h a t you 

take a d m i n i s t r a t i v e n o t i c e of Order Number R-1839 and 

1839-A. 

EXAMINER JONES: Okay, w e ' l l take a d m i n i s t r a t i v e 

n o t i c e of R-1839 and 1839-A. 
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Q. (By Ms. Munds-Dry) So Mr. B a l l , the o r i g i n a l 

boundary f o r the pool was the n o r t h h a l f of Section 22; i s 

t h a t c o r r e c t ? 

A. That's c o r r e c t . 

Q. And was the pool boundary expanded? 

A. Yes, t o be the west h a l f of 23. 

Q. Was t h a t i n Order Number R-12,646? 

A. Yes. 

MS. MUNDS-DRY: Mr. Examiner, we'd also ask t h a t 

you take a d m i n i s t r a t i v e n o t i c e of Order Number R-12,646. 

EXAMINER JONES: Okay, w e ' l l a d m i n i s t r a t i v e 

n o t i c e of Order R-12,646. 

Q. (By Ms. Munds-Dry) Mr. B a l l , have you prepared 

e x h i b i t s f o r p r e s e n t a t i o n a t the hearing today? 

A. Yes, I have, t h i s large c o l o r map. 

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

Chesapeake E x h i b i t A and review t h a t f o r Mr. Jones? 

A. Okay, t h i s map shows, f i r s t o f f , the green outer 

boundary, shows the one-mile radius around the pool i t s e l f . 

The pool i s the hached red marks d e s c r i b i n g the n o r t h h a l f 

of 22, west h a l f of 23. There's three operators i n the 

o u t l i n e d area, Chesapeake, Read and Stevens and Samson 

Resources. The blue represents Chesapeake, the g o l d 

Samson, and the pink Read and Stevens. 

These each one of t h e i r p r o r a t i o n u n i t s , and the 
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w e l l s shown, as the symbols i n d i c a t e , are e i t h e r new 

l o c a t i o n s , producing gas w e l l s , or P-and-A'd w e l l s . And 

t h i s i s recent a c t i v i t y from the l a s t — l i k e 2007. The 

l a s t year. 

Q. And does t h i s map show the discovery w e l l f o r the 

pool? 

A. Well, yes, the discovery w e l l was i n Section 22. 

I've only shown the w e l l s t h a t are the recent a c t i v i t y . 

The discovery w e l l was P-and-A'd, I don't r e c a l l what year 

but p r e v i o u s l y , so i t s p r o r a t i o n u n i t i s n ' t shown, but i t 

was i n the n o r t h h a l f of 22, I b e l i e v e . 

Q. And Mr. B a l l , i f you would please t u r n t o E x h i b i t 

Number B and review t h i s f o r the Examiner. I t should be 

t h a t top l e t t e r . 

A. Okay, E x h i b i t B i s the l e t t e r t h a t we got from 

the State, b a s i c a l l y t e l l i n g us t o e i t h e r f i l e an 

unorthodox w e l l l o c a t i o n a p p l i c a t i o n or change pool r u l e s . 

The attachment shows the w e l l s t h a t were i n v i o l a t i o n , as 

the r u l e s are c u r r e n t l y w r i t t e n . 

Q. And as you reviewed the r u l e s f o r t h i s pool and 

then looked a t the w e l l s t h a t have been c u r r e n t l y d r i l l e d 

f o r t h i s f i e l d , were any of the w e l l s d r i l l e d i n 

conformance w i t h the s p e c i a l pool rules? 

A. None of the w e l l s were d r i l l e d i n conformance t o 

the pool r u l e s . 
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Q. And again, some of these w e l l s , a t l e a s t , are 

l i s t e d on the l e t t e r t h a t ' s included as E x h i b i t B? 

A. That's c o r r e c t . 

Q. And then i f you would please t u r n t o Chesapeake 

E x h i b i t Number C. 

A. E x h i b i t C are the two l e t t e r s , f i r s t one being — 

Q. A c t u a l l y C and D, Mr. B a l l . 

A. C and D, okay. F i r s t l e t t e r i s from Read and 

Stevens supporting our A p p l i c a t i o n . E x h i b i t D i s the 

Samson l e t t e r , again supporting — again, t h i s would be a l l 

the operators w i t h i n the radius of the e x i s t i n g p o o l . 

Q. What are the nature of the lands t h a t are the 

subj e c t of t h i s A p p l ication? 

A. I t ' s s t a t e , f e d e r a l and fee lands. They are 

approximately 4 percent f e d e r a l — When you take the 6400 

acres o u t l i n e d , 4 percent, approximately, i s f e d e r a l lands, 

36 percent i s fee lands, and the balance, 60 percent, i s 

s t a t e lands. 

Q. And then what i s the sta t u s of the r o y a l t y 

i n t e r e s t s , then, under these lands? 

A. I t ' s the same, s t a t e , fed and fee. 

Q. W i l l development of these lands on statewide 

r u l e s adversely a f f e c t any of these r o y a l t y i n t e r e s t s ? 

A. No, they won't. 

Q. And why i s that? Obvious p o i n t , but why i s t h a t ? 
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A. Well, t h i s A p p l i c a t i o n we have, probably i s a 

b e t t e r s i t u a t i o n , we f e e l l i k e we can b e t t e r place the 

w e l l s , t h e r e f o r e producing b e t t e r outcome and r o y a l t i e s f o r 

the s t a t e , f e d and fee. 

Q. And were E x h i b i t s A through D compiled by you or 

prepared by you? 

A. Yes, they were. 

MS. MUNDS-DRY: Mr. Jones, we would ask t h a t 

E x h i b i t s A, B, C and D be admitted i n t o evidence. 

EXAMINER JONES: E x h i b i t s A, B, C and D w i l l be 

admitted i n t o evidence. 

MS. MUNDS-DRY: And t h a t concludes my d i r e c t 

examination of Mr. B a l l . 

EXAMINATION 

BY EXAMINER JONES: 

Q. Mr. B a l l , the r u l e s on n o t i f i c a t i o n , when you 

change anything t o do w i t h a pool, i s i t your understanding 

t h a t you n o t i f y a l l the operators w i t h i n a m i l e of the 

pool, or you n o t i c e a l l the operators, and i f there's not 

an operator you n o t i c e the lessee? What i s your take on 

th a t ? I don't have my r u l e book w i t h me. 

MS. MUNDS-DRY: I believe i t ' s Rule 1210.A.(4), 

and i t r e q u i r e s n o t i c e t o a l l operators w i t h i n a m i l e , as 

long as there's a designated operator w i t h i n t h a t m i l e 

r a d i u s t h e r e . 

STEVEN T. BRENNER, CCR 
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EXAMINER JONES: I t doesn't say anything about i f 

t h e r e i s no operator? 

MS. MUNDS-DRY: I don't have i t i n f r o n t of me 

e i t h e r — 

EXAMINER JONES: Okay. 

MS. MUNDS-DRY: — but I be l i e v e i t ' s a l l of the 

operators, and t h a t ' s who we n o t i f i e d , any the operators 

t h a t had w e l l s i n the pool — 

EXAMINER JONES: Okay. 

MS. MUNDS-DRY: — w i t h i n a m i l e r a d i u s . 

Q. (By Examiner Jones) Do you know anything about 

the lessees of the lands t h a t are not colored in? 

A. Yes, I know t h a t Yates Pet. i s i n support of i t . 

I d i d n ' t — since t h e i r a p p l i c a t i o n was rescinded. I 

d i d n ' t ask them f o r a support l e t t e r , but I'm sure t h a t I 

could get one. They know we're here, they're i n support of 

i t . 

MS. MUNDS-DRY: And we d i d n o t i f y them, Mr. 

Hearing Examiner, we d i d n o t i f y you. 

EXAMINER JONES: Okay. 

THE WITNESS: As f a r as the others, I d i d n ' t 

contact them. Let me look r e a l b r i e f l y here. There are 

other people t h a t own leasehold i n here t h a t I d i d not 

contact. 

EXAMINER JONES: Okay. I guess what we can do, 

STEVEN T. BRENNER, CCR 
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then, i s go ahead and proceed w i t h the case, and i f we 

decide l a t e r , a f t e r we look a t the Rules, t h a t i t does 

r e q u i r e t h a t , I can communicate w i t h your a t t o r n e y on t h a t . 

MS. MUNDS-DRY: And I'm sure t h a t we can 

obviously, of course, give n o t i c e t o lessees i f t h a t ' s what 

the Rule i s . So w e ' l l go back and review t h a t and — 

EXAMINER JONES: Okay. 

MS. MUNDS-DRY: — make sure we're i n compliance. 

EXAMINER JONES: Okay, I ' l l t a l k t o Carol 

afterwards about i t . 

MS. MUNDS-DRY: Okay. 

Q. (By Examiner Jones) And as f a r as any other 

questions, I — So Yates d i d n ' t show up, even though they 

got an a p p l i c a t i o n turned down? They l e f t i t t o you guys 

t o change the pool rules? 

A. I don't remember Yates g e t t i n g an a p p l i c a t i o n 

t o — 

Q. Okay, you said something about they had a w e l l 

t h a t — 

A. Oh, they had a w e l l p e r m i t t e d , and between Yates, 

Read and Stevens and Samson worked something out, and they 

bowed out. And I n o t i f i e d them t h a t they s t i l l had t h i s 

a p p l i c a t i o n out t h e r e , and they sent i n t h e i r r e s c i s s i o n 

because they s a i d they got everything worked out — 

Q. Oh. 

STEVEN T. BRENNER, CCR 
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A. — and l e t somebody else operate i t . 

EXAMINER JONES: Okay. Well, I don't t h i n k I 

have any more questions? 

Do you have any questions? 

MS. LEACH: Nothing. 

EXAMINER JONES: Okay, thanks. 

MS. MUNDS-DRY: We'd l i k e t o c a l l David Godsey t o 

the stand. 

DAVID A. GODSEY. 

the witness h e r e i n , a f t e r having been f i r s t d u l y 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. Please s t a t e your name f o r the record. 

A. David Godsey. 

Q. And where do you reside? 

A. Edmond, Oklahoma. 

Q. And by whom are you employed and i n what 

p o s i t i o n ? 

A. I work f o r Chesapeake Energy, I'm a senior 

g e o l o g i s t , working the Permian Basin. 

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 

Chesapeake has f i l e d i n t h i s case? 

A. Yes, I am. 

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

STEVEN T. BRENNER, CCR 
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su b j e c t of t h i s A p p l i c a t i o n ? 

A. Yes, I am. 

MS. MUNDS-DRY: We would tender Mr. Godsey as an 

expert i n petroleum geology. 

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

expert i n petroleum geology. 

Q. (By Ms. Munds-Dry) Mr. Godsey, have you prepared 

e x h i b i t s f o r p r e s e n t a t i o n i n t h i s hearing? 

A. Yes, I have. 

Q. Would you please i d e n t i f y and review Chesapeake 

E x h i b i t Number E f o r the Examiner? 

A. C e r t a i n l y . E x h i b i t E i s a net porous sand 

isopach of the T-V Pennsylvanian Morrow sand t h a t ' s 

producing i n the f i e l d . This i s a l-to-100-scale map. I t 

covers a l i t t l e b i t more than the pool boundaries. I t 

shows a l l w e l l c o n t r o l out here. The isopach map t h a t you 

see here was b u i l t by subsurface w e l l c o n t r o l . I'm p i c k i n g 

net clean porous sand using a 10-percent p o r o s i t y c u t o f f i n 

the r e and mapping t h a t . 

The red c i r c l e s you see around f o u r of the w e l l s 

on t h e r e i n d i c a t e the w e l l s t h a t have produced gas or are 

producing gas out of the T-V sand. And then i n red numbers 

and green numbers t o the r i g h t of those we're showing the 

cumulative production. The gas would be i n BCF, and the 

o i l i s i n MBOs. 
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The two more recent w e l l s t h a t there's no data — 

you know, production data on yet are the Read and Stevens 

M a n r y - E l l i o t Number 2 i n Section 22 and then the Chesapeake 

Lauralea 26 State Number 1. I have i n f o r m a t i o n about t h e i r 

recent completions i n t h e r e . 

The purple Xs t h a t you see s c a t t e r e d throughout 

the map area, those a c t u a l l y are the l e g a l l o c a t i o n s t h a t 

can be d r i l l e d according t o the e x i s t i n g f i e l d r u l e s . 

E s s e n t i a l l y what i t works out t o be i s , you can d r i l l 990 

and 990 from the quarter l i n e , or 1650-1650, or a 

combination of 990 and 1650, w i t h no leeway as we normally 

have, say, on statewide r u l e s . 

Also represented on here i n the green box i s the 

net f e e t of porous sand t h a t I'm mapping i n here. 

The r e a l t h i n g t o note here i s , as always w i t h 

the nature of the Morrow sands i n general, and s p e c i f i c a l l y 

w i t h respect t o t h i s pool, the f i e l d r u l e s would make i t 

very d i f f i c u l t t o p r o p e r l y develop and produce the gas out 

of t h i s p ool. 

Q. Thank you. Would you please t u r n t o E x h i b i t E — 

F, I'm s o r r y , and review t h a t f o r Mr. Jones? 

A. This i s a spreadsheet of a l l the w e l l s t h a t have 

been d r i l l e d or permitted w i t h i n the map area. They are 

s o r t e d by t h e i r permit date, so the e a r l i e s t permit date 

would be a t the top, and the most recent would be a t the 
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bottom of the spreadsheet. 

I t shows the operator, lease name, w e l l number, 

t h e i r a c t u a l l o c a t i o n s , what f i e l d they were f i l e d i n , API 

number, v i r t u a l l y everything you want t o know about those 

w e l l s . I t does show what producing formation t h a t they're 

r e p o r t e d t o have produced out of and any net cumulative 

p r o d u c t i o n t h a t they've made. 

One t h i n g t h a t you can see from l o o k i n g a t the 

footage l o c a t i o n s on these w e l l s , as Mr. B a l l r e f e r r e d t o 

e a r l i e r , a c t u a l l y no w e l l d r i l l e d out here i s a c t u a l l y i n 

compliance w i t h the T-V pool r u l e s . 

Q. And a f t e r l o o king a t the geology i n t h i s area and 

then the w e l l performance, what are your conclusions? 

A. Well, my conclusion i s t h a t the f i e l d r u l e s are 

r e a l l y not appropriate f o r t h i s pool. They're not 

app r o p r i a t e f o r the Morrow i n general, but s p e c i f i c a l l y t o 

t h i s case the nature of the sands are r e l a t i v e l y t h i n , 

t hey're narrow bodies, you need t o have leeway as per the 

normal statewide r u l e s t o pr o p e r l y develop t h i s . Without 

t h a t , you're going t o leave gas i n the ground and you're 

going t o have very — extreme d i f f i c u l t y p r o t e c t i n g your 

c o r r e l a t i v e r i g h t s . 

Q. And 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 s of conservation, the preven t i o n 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 ? 
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A. Yes, i t w i l l . 

Q. I f you could please t u r n t o E x h i b i t G, i s E x h i b i t 

G an a f f i d a v i t of p u b l i c a t i o n as w e l l as the green cards 

t h a t we sent t o those operators i n the pool? 

A. I need t o get t h a t from Mr. B a l l . I t h i n k he 

walked o f f w i t h the r e s t of — 

Q. I ' l l j u s t give you mine. 

A. Okay. Yes, i t i s . 

Q. Were E x h i b i t s E, F and G e i t h e r prepared by you 

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

A. Yes. 

MS. MUNDS-DRY: We would move the admission of 

E x h i b i t s E through G i n t o evidence. 

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

admitted i n t o evidence. 

MS. MUNDS-DRY: And t h a t concludes my d i r e c t 

examination of Mr. Godsey. 

EXAMINATION 

BY EXAMINER JONES: 

Q. Okay, Mr. Godsey, d i d you look a t the case f i l e 

f o r the o r i g i n a l s p e c i a l pool r u l e s and f i g u r e out why they 

went through these? 

A. I d i d n ' t examine the h i s t o r y of how they came t o 

those somewhat b i z a r r e r u l e s , no. I t was done i n the '60s, 

and I'm a t a loss t o ex p l a i n . I t h i n k I've seen t h i s k i n d 
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of pool r u l e s once before, and I can't even remember where 

now. 

Q. Okay, t h a t was 1960, so t h a t was back when — 

Maybe t h a t was a — 

A. Yeah, i t — 

Q. Have t o ask some of the other — older people 

here. They might know. 

A. Yeah, I've been i n the i n d u s t r y , i t ' l l be 3 0 

years t h i s year and, you know, t h i s i s p r e t t y unusual 

r u l e s . 

EXAMINER JONES: Okay, I d i d n ' t have any more — 

THE WITNESS: By the way, the discovery w e l l i s 

— t h a t Jim B a l l r e f e r r e d t o i n Section 22, i n the 

northwest quarter of Section 22, made the 4.34 BCF of gas, 

t h a t ' s the one t h a t was the discovery, and t h a t ' s the one 

t h a t they e s t a b l i s h e d the pool r u l e s i n . I t doesn't meet 

w i t h the pool r u l e s e i t h e r , you know. So i t ' s — l i k e I 

sa i d , i t ' s unusual pool r u l e s . I don't t h i n k t h e y ' r e 

a p p r o p r i a t e . 

EXAMINER JONES: Okay, even the discovery w e l l 

was — 

THE WITNESS: That's r i g h t . 

EXAMINER JONES: — d i d n ' t obey the pool r u l e s . 

Okay, t h a t ' s — Thank you very much, Mr. Godsey. 

THE WITNESS: Thank you. 
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MS. MUNDS-DRY: Thank you, Mr. Jones. 

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

14,02 3 under advisement. 

(Thereupon, these proceedings were concluded a t 

11:43 a.m.) 

* * * 
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