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STATE OF NEW MEXICO | o
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT & - 71
OIL CONSERVATION DIVISION —_ 3
=om
o —
IN THE MATTER OF THE HEARING CALLED = <<
BY THE OIL CONSERVATION DIVISION FOR - T
THE PURPOSE OF CONSIDERING: q O
APPLICATION OF MYCO INDUSTRIES, INC.
FOR COMPULSORY POOLING, CHAVES
COUNTY, NEW MEXICO. Case No. 14,138

MOTION OF MYCO INDUSTRIES, INC.
TO QUASH SUBPOENA DUCES TECUM

Myco Industries, Inc. (“Myco”) moves to quash the subpoena duces fecum issued by the

Division at the request of Chesapeake Energy Corporation (“Chesapeake™). In support thereof,

Myco states:

INTRODUCTION

1. Myco seeks an order pooling all mineral interests from the surface to the base of
the Wolfcamp formation underlying the S': of Section 34, Township 15 South, Range 24 East,
N.M.P.M., for purposes of drilling the Starr 34 Fee Well No. 1H, a horizontal well. Myco has
drilled, but not yet completed, the well.

2. Chesapeake has subpoenaed well information from Myco, including logs, DST’s,
daily drilling reports, cores, and other data. See Exhibit A.

3. Chesapeake states, in a related Motion for a Continuance, that it séeks well
information from Myco so that it may make an informed decision on joining in the well. It also

states that it has not had sufficient time to evaluate the well proposal.




ARGUMENT

4. It 1s Myco’s position that Chesapeake has had substantial time to evaluate the
drilling of the well, and turning over the well data is an abuse of the Division’s subpoena powers.

5. Attached as Exhibit B to this motion is a spreadsheet listing Myco’s contacts with
Chesapeake and EOG Resources, Inc. (“EOG,” Chesapeake’s predecessor-in-title). The basic
timeline is as follows:

(@) Myco first proposed the well to EOG in May 2006, and continued discussions

with them until the end of the year. A pooling application was filed with the Division by

Myco in late 2006, but it was eventually dismissed when the drilling of the well was

postponed.

(b) Discussions continued with EOG, but it sold its working interest in the well unit

(approximately 47.92%) to Chesapeake in February 2007. Chesapeake bought this

interest in anticipation of Myco drilling the well.

(c) Discussions continued with Chesapeake, and Myco provided title and geological

information to Chesapeake. Chesapeake also informed Myco that they would participate

in the well.

(d) Chesapeake has now informed Myco that it is selling its interest in the well unit.

5. Rather than signing a JOA for the well and paying its share of well costs,
Chesapeake now seeks well information without paying for it. That information could be used to
enhance the price they will be paid for their interest in the well unit. That is improper, should be
rejected by the Division, and the subpoena should be quashed in its entirety.

6. Even if the subpoena is not quashed in its entirety, the Division has refused to
order an operator to turn over mud logs and any proprietary data on a well. Moreover,

Chesapeake is requesting data unnecessary for making a decision on joining in the well. As a

result, Myco requests that the subpoena, at the least, be partially quashed so that the following

data need not be turned over: Mud logs, cores, core data, core analysis, surface easements,




surface use agreements, surface damage agreements, actual expenditures on the well, and
completion reports.
WHEREFORE, Myco requests that Chesapeake’s subpoena be quashed.

Regpectfully submitted,

s T

v

es Bruce
Post Office Box 1056
Santa Fe, New Mexico 87504
(505) 982-2043

Attorney for Myco Industries, Inc.

CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing pleading was served upon the following
counsel of record this Q"/"\ day of June, 2008 by facsimile transmission:

J. Scott Hall

Montgomery & Andrews, P.A.
P.O. Box 2307

Santa Fe, New Mexico 87504
(505) 982-4289
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STATE OF NEW MEXICO
ENERGY, MINERALS AND NATURAL RESOURCES DEPARTMENT
OIL CONSERVATION DIVISION

IN THE MATTER OF THE APPLICATION

OF MYCO INDUSTRIES, INC. FOR

COMPULSORY POOLING, CHAVES

COUNTY, NEW MEXICO CASE NO. 14138

SUBPOENA DUCES TECUM
TO: Myco Industries, Inc.
c/o James Bruce, Esq.
369 Montezuma. No. 213
Santa Fe, NM 87501
Pursuant to Section 70-2-8, NMSA (1978), and Rule 1214 of the New Mexico Oil
Conservation Division's Rules of Procedure, you are hereby ORDERED to appear at 9:00
a.m., June 10, 2008, at the offices of the Oil Conservation Division, 1220 South St.
Francis Drive, Santa Fe, New Mexico 87505 and to produce and make available to
Chesapeake Energy Corporation and their attorney, J. Scott Hall, Esq., for copying, the
documents and items specified below.
This subpoena is issued on application of Chesapeake Energy Corporation

through its attorneys Montgomery and Andrews, P.A., P.O. Box 2307 Santa Fe. New

Mexico 87504.
Dated this 3rd day of June, 2008,

NEW MEXICO OIL CONSERVATION DIVISION

Ry — .
v e y g o

Mtk Fesmire, Director

EXHIBIT A




EXHIBIT ‘A’

TO SUBPOENA DUCES TECUM
TO MYCO INDUSTRIES, INC.
IN NEW MEXICO OIL CONSERVATION DIVISION
CASE NO. 14138

For the Starr 34 Fee Well No. 1 (API 30-005-64018); Unit “P”, S/2 Section 34, T-15-S,

R-24-E, NMPM, Chaves County, New Mexico:
1.

2.

All open-hole and cased-hole logs from surface to total depth.

All mud logs from the surface to total depth.

All DST reports, including pressure charts, fluid recovery data and observed flow
rates, together with service company analysis thereof with respect to reservoir
parameters.

All daily drilling reports from commencement through completion of the well.

All data, analysis and reports for cores and side-wall cores.

All surface access, easements and use agreements, along with all surface damages
agreements.

A copy of the drilling plan for the subject well.

All documents or a summary reflecting actual expenditures from commencement
of operations on the well to drilling to total depth.

All completion reports as such become available.

These subpoena items are ongoing and you have the obligation to supplement the

production of documents and materials responsive hereto as new documents and
materials become available.
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