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CI~IIEF D~dM

OIL & GA S L I. C ~ V~~ crnd ~ ~
B~,dC~fi~d— Oil, G~sr,.,,d
Mineral Law
Te~a~BaardofLegalSpecialization

August 16, 2005

Mr. AndrewWeber
Clerk,TexasSupremeCourt
201 W.

14
th Street,Room 104

Austin, Texas78701

Re: CauseNo. 05-0466,CoastalOil & GasCorporation and
CoastalOil & Gas USA,LP., v. GarzaEnergyTrust, etal.,
In theSupremeCourt ofTexas

DearMr. Weber:

This letteris respectfullysubmittedas amicuscuriaein supportof thePetitionfor
Reviewfiled by thePetitionersin thereferencedcase.Pleasefile the letterappropriately
andprovidecopiesto theJustices.

I amaVice PresidentandtheGeneralCounselof ChiefOil & GasLLC
(“Chief’), an explorationandproductioncompanyin Dallas.Chiefwasformedin 1994
anddrilledwells in maturefields in theFt. WorthbasinofNorthTexas.In 1999Chief
beganto focusits efforts in theBarnettShaleField ofNorthTexas,not longafter
Mitchell Energy(now DevonEnergy)hadperfectedasuccessfulhydraulicfracture
treatmentfor BamettShalegaswells. As oftoday,Chiefhasdrilled over300 Bamett
Shalewells, 275 ofwhichhavebeencompletedandarenow producingroughly120
million cubicfeetofgasper day.Chiefis presentlythethird largestgasproducerin the
BarnettShaleField,behindonlyDevonandXTO Energy.Chiefmaintainsa five rig
drilling program,andwe expectto drill approximately80 wells in 2005. It is safeto say
thatwithoutthedevelopmentofthehydraulicfracturetreatmentandits applicationto the
field, manyoperators,includingChief,would nothavehadnearthesuccesseachhas
enjoyed.Thehydraulicfracturetreatmentutilized to completeover 99%of theBamett
ShaleFieldwells is quite similarto thatutilizedby theoperatorin theMissionResources,
Inc. v. GarzaEnergyTrust case.

TheBamettShaleField in NorthTexasis nowrecognizedaspotentiallythe
largestgasfield in theUnitedStates.TheUnited StatesGeologicalSurveyestimatesthe
reservesin placeat over 30 trillion cubicfeetof gas.This singlegasfield presentlyhas
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wellsproducingin elevenNorthTexascounties.As of this writing, thereareover 90
drilling rigs in operationandthereareover 4,000producingwells in thefield. It is no
exaggerationto statethatmillions of Texansfeel theeconomicimpactofthe Bamett
ShaleField in someform or another,whetherit is royaltiesfrom production,salaries
from jobs that aresomehowrelatedto thefield, taxrevenuesfor schools,cities and
hospitals,etc. Again, noneofthis wouldbepossiblewithout thedevelopmentof a
hydraulicfrac procedure.

Hereat ChiefwearegreatlyconcernedabouttheCorpusChristi CourtofAppeals
recentholdingin MissionResources.Thecasehasdangerousramificationsfor operators
in theBamettShaleField, primarilybecause,asnotedabove,ahydraulicfracprocedure
is usedto completevirtually all ofthewells in this field.

TheCourt ofAppeals’ holding in MissionResourcesarguablycreatesanewtype
of subsurfacetrespasscauseof actionanddisregardsnumerouswell-settledprinciplesin
oil andgaslaw thatoperatorshavecometo rely on in negotiatingleasesanddesigning
theirdrilling andcompletionprograms,mostnotablytherule of capture. Franidy,if a
royaltyownercansuean offsetoperatorfor subsurfacetrespassfor afracjob asheldin
Mission Resources,why wouldhebe limited to fractreatments?It is entirely foreseeable
that a royaltyownerwill suean offsetoperatorfor subsurfacetrespassdueto aspecific
perforationprocedure,or for a downholeacidizationprocedurethat allegedlytrespassed
acrossa leaseline. In short, if Mission Resourcesis upheldoperatorswould likely spend
aninordinateamountof timeandresourcesjusti~iingwhateverwasdoneto stimulate
productionfrom aparticularwell in an effort to anticipateandcombatthe inevitable
subsurfacetrespasslawsuit.Lastly, on a public policy note,thesubsurfacetrespasscause
of actionandtheremedyofpunitivedamagesaspermittedin MissionResources,will
likely haveasignificantchilling effect on oil andgasdevelopmentin ahugeTexasgas
field at a time whenoil andgasarealreadyin shortsupply.

Overthepastfifty yearsTexascourtshaveheardhundredsofroyalty litigation
cases,andthesecaseshaveresultedin thecreationofnumerouslegitimatecausesof
actionandtheoriesof recoveryfor royalty owners.I urgetheCourt to grantthePetition
for Reviewin thereferencedactionandapply suchlaw to reversetheCourtofAppealsin
MissionResourcesandto confirm that thesubsurfacetrespasscauseof actionfor fracture
treatmentis notpartof Texaslaw.

Thank you for yourconsideration.

Respectfully,

David M. Hundley

cc: CounselofRecord
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