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IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE DISTRICT OF DELAWARE 

------------------------------------------------------------ x  

In re : Chapter 11 

 :  

CHISHOLM OIL AND GAS OPERATING,  : Case No. 20–11593 (BLS) 

LLC, et al., :  

  Debtors.1  : (Jointly Administered) 

------------------------------------------------------------ x Re: Docket Nos. 6 and 58  

   

SUPPLEMENTAL DECLARATION OF MATTHEW J. HENRY  

IN SUPPORT OF MOTION OF DEBTORS FOR ENTRY OF FINAL ORDER  

(I) AUTHORIZING DEBTORS TO (A) CONTINUE USING EXISTING CASH 

MANAGEMENT SYSTEM AND CHECK STOCK AND (B) HONOR CERTAIN 

RELATED OBLIGATIONS, (II) EXTENDING TIME TO COMPLY WITH 

REQUIREMENTS OF 11 U.S.C. § 345(b), AND (III) GRANTING RELATED RELIEF 

 

I, Matthew J. Henry, pursuant to section 1746 of title 28 of the United States Code, 

hereby declare that the following is true and correct to the best of my knowledge, information, and 

belief: 

1. I am a Managing Director with Alvarez & Marsal North America, LLC 

(together with its subsidiaries and affiliates, “A&M”), a global restructuring advisory firm and 

restructuring advisors for the debtors in the above-captioned chapter 11 cases (“Chapter 11 

Cases”),2 as debtors and debtors in possession (collectively, the “Debtors”). 

2. Since A&M’s retention, members of the A&M team have worked 

extensively with the Debtors on various aspects of their business and assisted with the Debtors’ 

Chapter 11 Cases.  I have been involved in reviewing and developing the resulting analyses 

                                                 
1 The Debtors in these chapter 11 cases, along with the last four digits of each Debtor’s federal tax identification 

number, as applicable, are Chisholm Oil and Gas Operating II, LLC (8730); Chisholm Oil and Gas Operating, LLC 

(5382); Cottonmouth SWD, LLC (9849); Chisholm Oil and Gas Nominee, Inc. (1558); and Chisholm Oil and Gas 

Management II, LLC (8174).  The Debtors’ mailing address is 1 West Third Street, Suite 1700, Tulsa, OK 74103. 

2 Additional information regarding my background and qualifications can be found in the Declaration of Matthew J. 

Henry in Support of Debtors’ Chapter 11 Petitions and First Day Relief [Docket No. 15] (the “First Day 

Declaration”), which is fully incorporated by reference herein.  Capitalized terms not otherwise defined herein shall 

have the meanings ascribed to such terms in the First Day Declaration. 
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performed in support of the areas relevant to A&M’s retention and have become knowledgeable 

about and familiar with, among other things, the Debtors’ day-to-day operations, business, and 

financial affairs and the circumstances leading to the commencement of the Chapter 11 Cases.   

3. I submit this supplemental declaration (the “Supplemental Declaration”) 

in support of the Motion of Debtors for Entry of Final Order (I) Authorizing Debtors to 

(A) Continue Using Existing Cash Management System and Check Stock and (B) Honor Certain 

Related Obligations, (II) Extending Time to Comply with Requirements of 11 U.S.C. § 345(b), and 

(III) Granting Related Relief [Docket No. 6] (the “Cash Management Motion”). 

4. I am authorized to submit this Supplemental Declaration on behalf of the 

Debtors.  Except as otherwise indicated herein, the facts in this Supplemental Declaration are based 

upon my personal knowledge, my review of relevant documents, information provided to me by 

employees of the Debtors or A&M, or my observations based upon my experience, knowledge, 

and information concerning the Debtors’ operations and financial condition, or my discussions 

with the Debtors’ restructuring advisors—Weil, Gotshal & Manges LLP, Evercore Group L.L.C., 

A&M, and Young Conaway Stargatt & Taylor, LLP.  If called upon to testify, I could and would 

testify competently to the facts set forth in this Supplemental Declaration. 

I. Pre-Petition Dealings with GSPM 

5. As described in more detail in the First Day Declaration, the Debtors’ 

business activities are primarily focused on horizontal development of oil and gas properties in the 

STACK.  The Debtors’ revenue is generated principally by the production and sale of oil, gas, and 

natural gas liquids (“NGLs”) from such properties.   

6. Great Salt Plains Midstream Holdings, LLC (“GSPM”), owned in part by 

non-Debtor affiliate, Chisholm Midstream, LLC, provides the Debtors with essential services to 

gather, transport, and process the Debtors’ produced oil and gas to bring it to market for sale to the 
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ultimate purchaser (collectively, the “Services”).3  GSPM’s Services include, among other things, 

connecting the Debtors’ wellheads to the GSPM pipeline transportation network—a necessary and 

valuable service to any upstream company, such as the Debtors. 

7. Prior to the Petition Date, the Debtors paid GSPM for its Services in the 

ordinary course of its business pursuant to two agreements:  (i) a gas gathering and processing 

agreement and (ii) a crude oil gathering agreement, both dated December 28, 2017 (together, and 

as amended from time to time, the “GSPM Agreement”).  The GSPM Agreement was negotiated 

between the parties in good faith and at arm’s-length in tandem with, and as part of, one 

comprehensive transaction in which non-Debtor affiliate Chisholm Midstream, LLC came to own 

a 35% equity stake in GSPM.   

8. The Debtors’ average monthly fee for GSPM’s Services for the 12 months 

prior to the Petition Date is $315,000.00 (the “Pre-Petition Average Fee”).  Pursuant to the GSPM 

Agreement, the amounts the Debtors pay GSPM for the Services are net of revenues received by 

GSPM for the marketing and sale of the Debtors’ NGLs.  As such, historical NGL prices influence 

the Pre-Petition Average Fee.   

9. As of the Petition Date, 80% of the Debtors’ horizontal wells were operating 

and 20% were still capped as a result of the economic and liquidity conditions discussed in the 

First Day Declaration.  Also as of the Petition Date, the Debtors were not engaged in any drilling 

activities and did not anticipate in engaging in any drilling activities during the Chapter 11 Cases. 

II. Cash Management Motion 

10. Through the Cash Management Motion, the Debtors requested, among 

other things, that the Court authorize the Debtors to: (a) continue using their existing Cash 

                                                 
3 As noted in the First Day Declaration, GSPM is not a Debtor in these Chapter 11 Cases. 
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Management System, including through the continued maintenance of their Bank Accounts at the 

existing Banks and check stock, consistent with the Debtors’ prepetition practices; and (b) honor 

certain obligations related to the Cash Management System.  On June 19, 2020, the Court entered 

an order approving the Cash Management Motion on an interim basis,4 ruling, in pertinent part 

that: 

The Debtors shall not engage in intercompany transactions with any 

non-Debtor affiliates during the pendency of these chapter 11 cases, 

other than ordinary course business transactions related to certain 

gathering, transportation, and other midstream service obligations 

incurred by the Debtors in an amount not to exceed $500,000 per 

month, absent further relief from [the] Court [(the “Intercompany 

Cap”)]. 

Interim Order, ¶ 16. 

11. The Intercompany Cap was calculated using the Pre-Petition Average Fee 

and that historical 12-month period included a period when production was offline.  As explained 

above, the Pre-Petition Average Fee is also influenced by historical NGL prices, which have 

deteriorated over the historical 12-month period.  Anticipating that there may be volatility in 

production and commodity prices, the Debtors incorporated a $500,000.00 per month 

Intercompany Cap for GSPM’s Services in the Interim Order, which is slightly above the Pre-

Petition Average Fee.   

III. Increased Intercompany Cap 

12. Nothing has changed regarding GSPM’s Services or the Debtors’ ordinary 

course dealings with GSPM pursuant to the GSPM Agreement since entry of the Interim Order.  

However, NGL prices, which are significantly lower today than the average historical period, have 

                                                 
4 Interim Order Pursuant to 11 U.S.C. §§ 105, 345, 363, and 364 and Fed. R. Bankr. P. 6003 and 6004 (I) Authorizing 

Debtors to (A) Continue Using Existing Cash Management System and Check Stock and (B) Honor Certain Related 

Obligations, (II) Extending Time to Comply with Requirements of 11 U.S.C. §§ 345(B), and (III) Granting Related 

Relief [Docket No. 58] (the “Interim Order). 
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caused the revenues the Debtors realize through GSPM’s marketing and sale of NGLs to also 

decrease below historical averages and, in turn, has reduced the amount that GSPM can net against 

the amounts owed to it by the Debtors for GSPM’s Services.  Absent NGL revenue in amounts 

comparable to the historical 12-month average, near-term amounts owed to GSPM will likely be 

in excess of the $500,000.00 Intercompany Cap.  If NGL prices increase, however, the Debtors 

anticipate monthly payments to GSPM may be similar to the Pre-Petition Average Fee. 

13. I believe the relief requested in the Cash Management Motion, including 

the Debtors’ request that the Intercompany Cap be increased to $750,000.00 in the final order on 

the Cash Management Motion, is in the best interests of the Debtors, their estates, and all parties 

in interest and should be granted. 

Pursuant to 28 U.S.C. § 1746, I declare under penalty of perjury that the foregoing 

is true and correct. 

Dated: July 13, 2020 

  

 

 /s/  Matthew J. Henry     

Name:  Matthew J. Henry 

on Behalf of the Debtors and Debtors-in-Possession 
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