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This matter came on f o r hearing before the New 

Mexico O i l Conservation D i v i s i o n , DAVID R. CATANACH, 

Hearing Examiner, on Thursday, June 24th, 2004, a t the New 

Mexico Energy, Minerals and Natural Resources Department, 

1220 South Saint Francis Drive, Room 102, Santa Fe, New 

Mexico, Steven T. Brenner, C e r t i f i e d Court Reporter No. 7 

f o r the State of New Mexico. 
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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:44 a.m.: 

EXAMINER CATANACH: A l l r i g h t , a t t h i s time I 

w i l l C a l l Case 13,287, which i s 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 and an 

unorthodox o i l w e l l l o c a t i o n , Lea County, New Mexico. 

C a l l f o r appearances i n t h i s 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 , appearing 

on behalf of the Applic a n t . 

I n a d d i t i o n t o t h i s case, f o r purposes of 

hearing, Mr. Catanach, we would ask t h a t you also c a l l the 

next case and t h a t f o r purposes of hearing, the testimony 

be consolidated w i t h separate orders issued f o r each case. 

EXAMINER CATANACH: Okay, a t t h i s time I ' l l c a l l 

Case 13,288, 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 and an unorthodox o i l w e l l l o c a t i o n , Lea 

County, New Mexico. 

C a l l f o r a d d i t i o n a l appearances i n Case 13,287 or 

13,288. 

There being none, do you have witnesses, Mr. 

Kel l a h i n ? 

MR. KELLAHIN: Yes, s i r , I have two witnesses t o 

be sworn. 

EXAMINER CATANACH: W i l l the witnesses please 

STEVEN T. BRENNER, CCR 
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stand t o be sworn? 

(Thereupon, the witnesses were sworn.) 

MR. KELLAHIN: Mr. Examiner, our f i r s t witness i s 

Lynda Townsend. 

LYNDA F. TOWNSEND. 

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 

her oath, was examined and t e s t i f i e d as f o l l o w s : 

DIRECT EXAMINATION 

BY MR. KELLAHIN: 

Q. Ms. Townsend, f o r the record, would you please 

s t a t e your name and occupation? 

A. Lynda Townsend, I'm a senior landman f o r 

Chesapeake Permian, L.P. 

Q. Where do you re s i d e , ma'am? 

A. Guthrie, Ok1ahoma. 

Q. On p r i o r occasions have you q u a l i f i e d as an 

expert petroleum landman before the D i v i s i o n ? 

A. Yes, I have. 

Q. And you've t e s t i f i e d i n t h a t c a p a c i t y before? 

A. Yes, s i r . 

Q. Have you been involved i n p r i o r compulsory 

p o o l i n g cases? 

A. Yes, s i r . 

Q. Pursuant t o your employment f o r Chesapeake, have 

you assumed the land r e s p o n s i b i l i t i e s f o r c o n s o l i d a t i n g 
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these i n t e r e s t s f o r these w e l l s from the p r i o r i n t e r e s t 

owner, which was Concho O i l and Gas? 

A. Yes, s i r , I have. 

Q. There's been a t r a n s i t i o n from Concho t o 

Chesapeake? 

A. Yes. 

Q. When we look a t the e x h i b i t s , have you s a t i s f i e d 

y o u r s e l f as t o the ownership w i t h i n each of the 40-acre 

o i l - s p a c i n g u n i t s ? 

A. Yes, s i r . 

Q. And f o r both cases have you made y o u r s e l f aware 

of who the o f f s e t t i n g i n t e r e s t owners are towards whom each 

of these two w e l l s encroaches? 

A. Yes, s i r . 

MR. KELLAHIN: Mr. Catanach, we tender Ms. 

Townsend as an expert petroleum landman. 

EXAMINER CATANACH: Ms. Townsend i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Ms. Townsend, l e t ' s look a t 

E x h i b i t 1 from Case 13,287, which i s the State "22" 2 w e l l . 

Let's s t a r t w i t h E x h i b i t 1 and have you i d e n t i f y f o r us 

what we're seeing w i t h t h i s d i s p l a y . 

A. Yes, s i r . With the square red box i n the middle, 

t h a t ' s the 40-acre spacing u n i t t h a t w i l l be dedicated t o 

t h i s w e l l , and i t also shows the unorthodox w e l l l o c a t i o n 

i n the small red c i r c l e . The 40-acre u n i t s surrounding 
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t h a t are the o f f s e t t i n g 40 acres and the people t h a t own 

those, the e n t i t i e s t h a t own those. 

To the d i r e c t n o r t h i s Yates Petroleum, and 

Chesapeake owns the other remaining u n i t s around us. And 

those u n i t s around us have the very same i n t e r e s t s . 

Q. The red box i s the standard l o c a t i o n window 

w i t h i n t he 40-acre spacing u n i t ? 

A. Yes, s i r . 

Q. So the black o u t l i n e f o r t h a t area has an 

ownership t h a t ' s the same as the other 40-acre t r a c t s t h a t 

i n d i c a t e Chesapeake as the operator? 

A. Yes, s i r . 

Q. So we have common ownership as t o two of the 40s 

towards whom the w e l l encroaches? 

A. ' Yes, s i r . 

Q. Let's set t h a t aside f o r a moment. Let's look a t 

E x h i b i t Number 2. S t a r t i n g w i t h the f i r s t page of E x h i b i t 

Number 2, can you describe f o r us i f we're l o o k i n g a t a 

t a b u l a t i o n of a l l the i n t e r e s t owners w i t h i n t he proposed 

40-acre spacing u n i t ? 

A. Yes. 

Q. This w e l l i s intended t o be d r i l l e d from the 

surface down through the base of the Wolfcamp? 

A. Yes, s i r . 

Q. And when we look a t t h a t ownership, i t ' s as 
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represented on the f i r s t page of E x h i b i t Number 2? 

A. Yes. 

Q. Have you s a t i s f i e d y o u r s e l f t o the best of your 

knowledge t h a t the names and addresses f o r these p a r t i e s 

are c o r r e c t ? 

A. Yes, s i r . 

Q. And t h a t you've t a b u l a t e d t o the best o f your 

knowledge the c o r r e c t working i n t e r e s t percentage i n the 

spacing u n i t ? 

A. Yes. 

Q. As we move across the d i s p l a y , there's a column 

saying P a r t i c i p a t e . 

A. Uh-huh. 

Q. There's a se r i e s of yes's and then there's some 

no' s? 

A. Uh-huh. 

Q. What do those represent? 

A. Those were the e l e c t i o n s under the proposal 

l e t t e r . The yes's have agreed t o p a r t i c i p a t e i n the w e l l , 

the no's do not want t o p a r t i c i p a t e i n the w e l l . 

Q. The no's are e l e c t i n g not t o p a r t i c i p a t e pursuant 

t o a contract? 

A. I t w i l l be pursuant t o a JOA t h a t i s being 

n e g o t i a t e d r i g h t now. 

Q. So the only i n t e r e s t owner on t h i s l i s t f o r which 
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you're seeking t o force-pool t h e i r i n t e r e s t i s the f i r s t 

one, t h i s M a t r i x Production Company and M a t r i x New Mexico 

Holding, L.L.C? 

A. Yes, s i r . 

Q. Let's t u r n t o page 2 of E x h i b i t 2 and have you 

i d e n t i f y what we're seeing on t h a t d i s p l a y . 

A. This was the proposal l e t t e r t h a t was sent out on 

the State "22" Number 2 w e l l . I t was sent out by Michael 

Braun, who's a c o n s u l t i n g landman f o r us, and i t was under 

my d i r e c t i o n . 

Q. And when we look a t page 3, there's a t a b u l a t i o n 

of owners? 

A. Yes. 

Q. This represents a l l the owners, then, i n the 

spacing u n i t s ? 

A. Yes, s i r . 

Q. Following t h a t , d i d Mr. Braun send these i n t e r e s t 

owners a proposed AFE? 

A. Yes, he d i d . 

Q. I s i t attached t o t h i s package? 

A. Yes, i t i s . 

Q. I s t h i s AFE s t i l l the one intended t o be used by 

Chesapeake f o r d r i l l i n g the well? 

A. Yes, s i r . 

Q. And i s i t i d e n t i c a l t o the one t h a t was used 

STEVEN T. BRENNER, CCR 
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under Concho's name? 

A. Yes. 

Q. When we look a t the operator, we have a d i f f e r e n t 

ownership e n t i t y from the e n t i t y t h a t proposes t o operate 

t h e w e l l ? 

A. Exactly. 

Q. The ownership company i s c a l l e d what? 

A. The ownership company i s Chesapeake Permian, L.P. 

Q. And the operating company t h a t you asked t o be 

designated the operator i s — ? 

A. Chesapeake Operating, I n c . , who's t h e so l e 

general p a r t n e r . 

Q. To f i n i s h E x h i b i t 2, then, attached t o t h a t are 

the r e t u r n r e c e i p t cards — 

A. Yes. 

Q. — f o r the well-proposal l e t t e r s ? 

A. Yes. 

Q. Let's t u r n t o E x h i b i t 3 now, and e x p l a i n t o Mr. 

Catanach the — a summary of the merger whereby Chesapeake 

Permian, L.P., acquired under t h i s merger concept the 

Concho i n t e r e s t . 

A. I n March of 2004, Chesapeake Permian, L.P., 

Chesapeake Permian Corporation, merged w i t h Concho 

E x p l o r a t i o n , Concho Resources, Concho O i l and Gas, and 

Concho Resources, G.P. As a r e s u l t , the s u r v i v i n g e n t i t y 
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was Chesapeake Permian, L.P. 

Q. And then when we look a t the second page of the 

c e r t i f i c a t e , down a t the bottom we f i n d t h a t Chesapeake 

Operating, I n c . , i s the sole general p a r t n e r of the 

Chesapeake Permian, L.P., l i m i t e d partnership? 

A. Yes, s i r . 

Q. And then f i n a l l y w i t h regards t o t h i s s e t of 

e x h i b i t s , there's an E x h i b i t Number 4. 

Have you reviewed t h i s E x h i b i t Number 4 and 

s a t i s f i e d y o u r s e l f t h a t n o t i c e of t h i s hearing has been 

sent t o a l l the p a r t i e s f o r whom you seek t o have f o r c e 

pooling? 

A. Yes, s i r . 

Q. And are you also s a t i s f i e d y o u r s e l f t h a t n o t i c e 

has been sent t o Yates Petroleum Corporation f o r the w e l l 

l o c a t i o n and, i n a d d i t i o n , pursuant t o D i v i s i o n Rules, 

you've n o t i f i e d a l l your working i n t e r e s t owners i n the 

a d j o i n i n g t r a c t s t h a t Chesapeake also operates? 

A. Yes. 

Q. Let's t u r n now t o the second case, which i s 

13,288, and i t deals w i t h the Burrus "27" 9 w e l l . 

A. Yes, s i r . 

Q. Does your testimony as t o the f i r s t case apply i n 

a l l respects t o the second case? 

A. Yes, s i r . 

STEVEN T. BRENNER, CCR 
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Q. Again, l e t ' s i l l u s t r a t e f o r Mr. Catanach on 

E x h i b i t 1, what are you demonstrating here? 

A. This again i s the p l a t t h a t shows the 40-acre 

spacing u n i t t o be dedicated t o t h i s w e l l , which i s the 

southeast northwest, i t w i l l be U n i t F, and the 40-acre 

surrounding u n i t s , which are a l l owned by Chesapeake and 

have common ownership w i t h the southeast northwest. 

Q. On E x h i b i t 2, then, have you done i n a s i m i l a r 

f a s h i o n as t o the f i r s t case — 

A. Yes, s i r . 

Q. — a t a b u l a t i o n ? 

A. Yes. 

Q. And when we look a t the percentages, Chesapeake 

has consolidated 69-plus percent of the working i n t e r e s t 

owners? 

A. Yes. 

Q. The outstanding i n t e r e s t i s t h i s M a t r i x group? 

A. Yes. 

Q. Have you had conversations about both these w e l l s 

w i t h r e p r e s e n t a t i v e s of Matrix? 

A. We've had numerous conversations, both Michael 

Braun and myself. 

Q. As a r e s u l t of your l a s t conversation w i t h them, 

when d i d t h a t take place? 

A. I t would have been l a s t Friday. 

STEVEN T. BRENNER, CCR 
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Q. What d i d they advise you? 

A. They advise t h a t we would go ahead and pool them, 

t h a t they would use the po o l i n g time as j u s t an extension 

of t he proposal time and the e l e c t i o n time. 

Q. I s the d r i l l i n g sequence f o r these w e l l s such 

t h a t i t creates the o p p o r t u n i t y f o r the M a t r i x group t o , i n 

e f f e c t , r i d e the w e l l down? 

A. Yes. 

Q. So there's a p o s s i b i l i t y t h a t they could l e a r n 

the r e s u l t s of the w e l l before t h e i r 30-day e l e c t i o n p e r i o d 

expires under the p o o l i n g order? 

A. Yes, and t h a t ' s already happened i n the past. 

Q. Do you have a recommendation t o the Examiner f o r 

a r i s k f a c t o r penalty t o apply i n t h i s case? 

A. Yes, s i r . 

Q. The D i v i s i o n allows a maximum of cost p l u s 200 

percent; i s t h a t what you're seeking? 

A. Yes. 

Q. Do you have a recommendation t o the Examiner f o r 

overhead r a t e s t o apply t o these two wells? 

A. Yes, s i r , we j u s t pooled the H a r r i s 3 C Number 1 

and an order was issued on May 3rd, i n which we had asked 

f o r $6500 d r i l l i n g overhead and $600 monthly. 

Q. Does t h a t order also include an e s c a l a t o r 

p r o v i s i o n — 

STEVEN T. BRENNER, CCR 
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A. Yes. 

Q. — f o r your overhead rates? 

A. Yes. 

MR. KELLAHIN: Mr. Catanach, f o r your 

i n f o r m a t i o n , t h a t i s Case 13,247 and i t i s Order R-11,236. 

And i f I may approach your bench, I ' l l g i v e you a copy. 

EXAMINER CATANACH: C e r t a i n l y . Thank you. 

Q. (By Mr. Ke l l a h i n ) Ms. Townsend, t h a t p r i o r case 

i n v o l v e d p o o l i n g the same p a r t y t h a t you're seeking t o pool 

i n these two cases? 

A. Yes, s i r . 

MR. KELLAHIN: Mr. Catanach, t h a t concludes my 

examination of Ms. Townsend. 

We move the i n t r o d u c t i o n of E x h i b i t s 1 through 4 

i n each of those cases. 

EXAMINER CATANACH: E x h i b i t s 1 through 4 w i l l be 

admitted. 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Ms. Townsend, i n the case of the Burrus w e l l , the 

o f f s e t operators — i n t h a t s i t u a t i o n are they again 

common — 

A. Yes. 

Q. — w i t h the spacing u n i t ? 

A. Yes, s i r . 

STEVEN T. BRENNER, CCR 
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Q. But you d i d n o t i f y the working i n t e r e s t owners 

anyway — 

A. Yes. 

Q. — of t h a t unorthodox l o c a t i o n ? 

A. Yes. 

Q. Okay. I'm n o t i c i n g some discrepancy i n the w e l l 

l o c a t i o n s between — i f you go t o the f i r s t case, your 

i n i t i a l l e t t e r proposal i s a d i f f e r e n t w e l l l o c a t i o n than 

what you have adve r t i s e d i n t h i s case today? 

A. Well, t h a t was the o r i g i n a l l o c a t i o n before i t 

was staked o f f of the XY's, and we had t o move i t due t o 

some surface problems from the 300 t o the 217, and a l l the 

working i n t e r e s t owners are aware of t h a t a l s o . 

Q. They are a l l aware of i t ? 

A. Yes. 

Q. So the l o c a t i o n t h a t ' s r e f l e c t e d i n the 

advertisement f o r the case, t h a t i s the t r u e l o c a t i o n ? 

A. That i s the c o r r e c t l o c a t i o n , yes, s i r . 

Q. For both of the wells? 

A. Yes. 

Q. And a l l of the working i n t e r e s t owners and o f f s e t 

operators are aware of the new lo c a t i o n ? 

A. Yes. 

MR. KELLAHIN: That's r e f l e c t e d i n the 

a p p l i c a t i o n s t h a t were sent t o a l l these p a r t i e s . 
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Q. (By Examiner Catanach) Okay. And the only p a r t y 

we're p o o l i n g i n both cases i s M a t r i x Production Company? 

A. Yes, s i r . 

MR. KELLAHIN: I t appears i n two d i f f e r e n t ways. 

They have a M a t r i x Production Company and then a M a t r i x New 

Mexico Holdings, L.L.C. 

Q. (By Examiner Catanach) Okay, and you wish t o 

designate Chesapeake Operating, Incorporated, the operator 

of these wells? 

A. Yes, s i r . 

Q. Okay. I j u s t want t o v e r i f y the overhead r a t e s 

as $6500 d r i l l i n g and $600 producing? 

A. Uh-huh, yes, s i r . 

Q. Okay. Have a l l the other i n t e r e s t owners t h a t 

have agreed — have they a c t u a l l y signed agreements? 

A. They have. 

Q. Okay. 

A. They have. 

EXAMINER CATANACH: I t h i n k t h a t ' s a l l I have, 

Mr. K e l l a h i n . 

MR. KELLAHIN: Okay, thank you. 

THE WITNESS: Thank you, s i r . 

EXAMINER CATANACH: Thank you. 

MR. KELLAHIN: At t h i s time, Mr. Catanach, we'd 

c a l l Mr. David Godsey. 
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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 MR. KELLAHIN: 

Q. For the record, s i r , would you please s t a t e your 

name and occupation? 

A. David Godsey, I'm a g e o l o g i s t w i t h Chesapeake 

Energy. 

Q. On p r i o r occasions, Mr. Godsey, have you 

t e s t i f i e d as an expert g e o l o g i s t before the D i v i s i o n ? 

A. Yes, I have. 

Q. Pursuant t o your employment w i t h Chesapeake, are 

you the p r i n c i p a l g e o l o g i s t t h a t has recommended t o your 

management the d r i l l i n g of these w e l l s a t these unorthodox 

l o c a t i o n s ? 

A. Yes, I am. 

Q. And has management accepted your recommendations? 

A. Yes. 

Q. Are we about t o look a t a summary of the 

t e c h n i c a l reasons t h a t cause you t o b e l i e v e t h a t the 

proposed unorthodox l o c a t i o n i s the optimum l o c a t i o n i n 

each of these 240s i n which t o d r i l l t h i s w e l l — 

A. Yes. 

Q. — these wells? 

STEVEN T. BRENNER, CCR 
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MR. KELLAHIN: We tender Mr. Godsey as an expert 

petroleum g e o l o g i s t . 

EXAMINER CATANACH: He i s so q u a l i f i e d . 

Q. (By Mr. K e l l a h i n ) Let's t u r n t o E x h i b i t 5 of the 

f i r s t case, which i s 13,287, and we're l o o k i n g a t the State 

"22" 2. S t a r t o f f and t e l l us what we're seeing before we 

t a l k about the d e t a i l s . 

A. Okay, t h i s i s a map e s s e n t i a l l y of the net 

p o r o s i t y isopach of t h i s area, s p e c i f i c a l l y Section 22 i s 

what's shown on t h i s map. The yellow background i s merely 

a r e p r e s e n t a t i o n of the gross Chesapeake leasehold, 

i n d i c a t e d i n yellow. The c o l o r s from blue through green t o 

orange t o red i n d i c a t e i n creasing amounts of p o r o s i t y as 

gleaned from a combination of w e l l c o n t r o l and 3-D seismic 

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

Q. Let's step back a minute. Both of these w e l l s 

are t a r g e t e d t o be Wolfcamp o i l wells? 

A. Yes, they are. 

Q. When we look a t t h i s k i n d of 3-D seismic 

i n t e r p r e t a t i o n , we o f t e n see t h i s d isplayed as an 

i n d i c a t i o n of s t r u c t u r e . I s t h a t what we're seeing here? 

A. No, i t ' s not, t h i s i s not a r e p r e s e n t a t i o n of 

s t r u c t u r e a t a l l . This i s a r e p r e s e n t a t i o n of p o r o s i t y 

development i n the T r i n i t y , quote, unquote, Burrus pay, 

which i s the producing zone f o r t h i s area. 
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Q. We'll come back and have you i l l u s t r a t e to Mr. 

Catanach how you do that, but f i r s t of a l l let's look at 

Exhibit 5 as the summary. I f we look within the red 

c i r c l e , what does that — the red square, what does that 

represent? 

A. The red square i s the orthodox box for that 40-

acre unit. 

Q. While i t ' s very d i f f i c u l t to see, Mr. Godsey, can 

you describe for Mr. Catanach the approximate unorthodox 

location as i t would be reflected on this display? 

A. Yes, the — I do apologize, that location doesn't 

show up very well on this display, but i f you look very 

closely, in the lightest green color immediately to the 

northeast outside of the orthodox box, just inside there 

you can very lightly see a very light red c i r c l e , which 

would represent the unorthodox location we requested. 

Q. On my display, Mr. Godsey, the red c i r c l e turns 

out to be a very faint black line. 

A. Very faint. I guess the red on top of the green 

turns out to be more black in the display, I guess. 

Q. Let's talk about the color code. When you're 

looking at this type of color code, which i s the best 

possible color that w i l l give you the greatest opportunity 

to intersect the Wolfcamp with a zone of the greatest 

potential porosity? 
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A. The h o t t e r c o l o r s are the areas of g r e a t e s t 

p o r o s i t y development. The cooler c o l o r s are the areas w i t h 

the l e a s t amount of p o r o s i t y development. So i n t h i s c o l o r 

scheme the dark blue which you see the r e would be poorest 

p o r o s i t y development, and i t progresses up through the 

l i g h t blue t o the turquoise c o l o r , through the green phase, 

i n t o t he orange, and then red would be the g r e a t e s t amount 

of p o r o s i t y development. 

Q. For t h i s spacing u n i t , i t appears from t h i s 

d i s p l a y t h a t the gre a t e s t o p p o r t u n i t y i s going t o be i n an 

area t h a t ' s the l i g h t green? 

A. That's c o r r e c t , f o r t h i s l o c a t i o n . 

Q. I s i t appropriate f o r the Examiner i n t h i s case 

t o apply the maximum r i s k f a c t o r penalty of 200 percent? 

A. I t h i n k so. This i s a r i s k y pl a y where we're 

u t i l i z i n g , as w e l l as we can, s t a t e - o f - t h e - a r t seismic data 

t o p i n p o i n t l o c a t i o n s t o give us the g r e a t e s t chance of 

making a commercial w e l l . 

Q. On t h i s d i s p l a y there i s a — I would c a l l i t a 

cro s s - s e c t i o n l i n e . There's a dashed black l i n e t h a t runs 

from the western p o r t i o n up through the standard l o c a t i o n 

on up t o the n o r t h . See t h a t l i n e ? 

A. Yes. 

Q. What does t h a t represent? 

A. That l i n e i s a seismic l i n e t h a t we e x t r a c t e d out 
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of the 3-D seismic volume t o i l l u s t r a t e what we're mapping 

on and the relationship between the porosity development 

and nonporosity development w i t h i n the pay i n t e r v a l . 

Q. Let's go to Exhibit 6. That l i n e i s , then, what 

we're beginning to show on Exhibit 6? 

A. Yes, Exhibit 6 i s that l i n e represented — you 

see on the map. I t comes from the west — i n an east-west 

d i r e c t i o n t o approximately j u s t past the center point of 

the 40-acre u n i t , and then turns to the northeast, goes 

through our location and o f f the edge of the map. 

Q. Let's s t a r t at the top of the map. There i s a 

r i g displayed on the top, and then there's a red l i n e 

projected down from that point, going v e r t i c a l l y through 

the cross-section down. What does that l i n e represent? 

A. Right, where the r i g f a l l s on the seismic l i n e 

and the red l i n e projecting below i t , t h at i s a 

representation of the location that we're requesting t o 

d r i l l . 

Q. Can you use that l i n e and take us v e r t i c a l l y down 

to where you see a point that represents the interpreted 

top and the bottom of t h i s Wolfcamp pay i n t e r v a l you're 

t r y i n g t o access? 

A. Yes, as you follow that l i n e down the page, 

y o u ' l l come t o a hotter-colored area with a red l i n e 

through i t . I t ' s labeled " T r i n i t y 'Burrus' porosity" over 
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on the r i g h t side of the display. That hotter-colored 

area, which the location i s centered i n , i s the porosity 

development tha t we i n t e r p r e t from the seismic data. 

Q. Take us over to the l e f t of t h a t display, along 

t h a t point, and show us where you would be i f the w e l l i s 

required t o be at the closest standard location. 

A. Well, the closest standard location would f a l l , 

r e a l l y , j u s t t o the l e f t of the red l i n e , which i s the — 

what we glean to be the maximum extent of the commercial 

porosity development. So i t would f a l l , r e a l l y , j u s t i n t o 

the greenish color on the seismic l i n e . 

Now, l e t me back up with one explanation here. 

The absolute color scheme you see on the seismic l i n e and 

the color scheme on the map are not necessarily i d e n t i c a l 

as f a r as blue being blue and green being green, et cetera. 

The reason f o r that i s , on the seismic l i n e we're seeing 

the e n t i r e color spectrum display of the amplitude of the 

seismic data, whereas on the map we're looking and applying 

color only to the portion that has an amplitude t h a t would 

represent porosity. Otherwise, we'd have color — 

otherwise you wouldn't see the yellow part, you'd have 

j u s t , you know, bluer and bluer colors as you went through 

there. 

But i t s t i l l holds i n the r e l a t i v e sense tha t the 

hotter colors are the more porous i n t e r v a l , and the cooler 
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c o l o r s are the nonporous i n t e r v a l s . 

Q. Let's take t h i s d i s p l a y , and s t a r t i n g w i t h t he 

p r o j e c t i o n of the unorthodox w e l l l o c a t i o n w e l l b o r e , going 

downward through the T r i n i t y Burrus p o r o s i t y , on downward, 

there's a p o i n t a t which t h a t p r o j e c t i o n i n t e r s e c t s a 

h o r i z o n t a l l i n e t h a t ' s also red. 

A. Yes. 

Q. And below t h a t , then, we have some shading of hot 

reds and yellows. What does t h a t represent? 

A. Well, the red l i n e you see drawn through t h e 

seismic data i s a seismic r e f l e c t o r t h a t we can map on 

r e g i o n a l l y throughout the area. I t would approximate the 

well-known mapping horizon i n New Mexico c a l l e d t he Double 

X marker. I t ' s j u s t a very good horizon t o map on 

throughout the area. We can t i e i t continuously w i t h t he 

w e l l c o n t r o l . 

Now, below t h a t , i n t h a t h o t t e r - c o l o r e d r e g i o n 

t h a t you see extending across the seismic l i n e , t h a t i s an 

i n t e r v a l of the lower Wolfcamp t h a t we c a l l t h i s area. 

There i s some p o r o s i t y development w i t h i n i t . There's also 

shale w i t h i n i t . 

Now, shale can give you a s i m i l a r - l o o k i n g 

amplitude t o p o r o s i t y , so i t i s very — w e l l , i t ' s very 

important t o stay w i t h i n the i n t e r v a l t h a t you're working 

i n , t o i n t e r p r e t the p o r o s i t y development. I f you get o f f 
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i n t o a d i f f e r e n t l i t h o l o g y , et cetera, then you could 

confuse a hot amplitude with the porosity when i t ' s r e a l l y 

not. 

Q. So a standard location f o r t h i s w e l l , d r i l l i n g 

through the Wolfcamp, would not intersect a marker below 

the red l i n e that's indicative of Wolfcamp porosity? 

A. Not i n t h i s case. Right i n here there have been 

— i n Section 22 I believe there were two or three — three 

other wells that went deep enough t o see that lower 

Wolfcamp section, and there's no commercial production i n 

tha t lower Wolfcamp section from those wells. 

A case i n point, the well t h a t you see t o the 

west of our location, the Field Greathouse Number 1, you 

see i t — i t ' s depicted on the seismic l i n e and on the map 

area there. I t went a l l the way through th a t Wolfcamp 

section and found no commercial hydrocarbons i n the lower 

Wolfcamp. 

Q. So f o r the spacing u n i t that's the subject of 

t h i s case, unless the well i s d r i l l e d at the unorthodox 

location, you're not going t o be able t o access t h i s zone 

of porosity i n the Wolfcamp? 

A. That i s correct. A case i n point here, i f you 

look at tha t seismic l i n e and go from our requested 

location i n that hot-colored area, as you proceed t o the 

l e f t on the l i n e y o u ' l l see we come out of the hot color 
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into the greens and then into blues. I f you follow that 

a l l the way over to the F i e l d Greathouse well, y o u ' l l see 

in that equivalent i n t e r v a l of the T r i n i t y Burrus porosity, 

y o u ' l l see i t ' s a l l blues and greens, and that i s a 

depiction of no porosity development, or no commercial 

porosity development, within that i n t e r v a l , and that i s 

what that well found. I t i s a dry hole. 

Now, j u s t below that where you do s t a r t to see 

some hotter colors below that blue and green, i n that F i e l d 

Greathouse, you can trace that i n t e r v a l a l l the way across 

the seismic l i n e . I t cuts — and i f you go ac t u a l l y below 

where our porosity i s depicted on our requested location — 

that i s e s s e n t i a l l y the contact between the — say the 

dolomite, which i s the pay i n t e r v a l for t h i s T r i n i t y Burrus 

pay and the t y p i c a l Wolfcamp lime horizon, which many 

workers w i l l map on that contact between dolomite and 

limestone. 

Q. Let's move over into the second set of exhibits 

for the second case and look at Exhibits 6 and 7 [ s i c ] i n 

Case 13,288 for the Burrus "27" 9 well. Starting again 

with Exhibit 5, i t gives us the overview of the 3-D seismic 

display. 

A. Right, the color-scheme, the setup on both maps 

are the same. Again in red, you see the orthodox box 

depicted i n the red square there on the map. You can see a 
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l i t t l e more c l e a r l y t h i s time the l o c a t i o n t h a t we're 

req u e s t i n g a t t h i s hearing f o r the Burrus "27" 9, and 

again, you can see the p o r o s i t y development depicted by the 

c o l o r isopaching here t h a t we're t r y i n g t o t a r g e t w i t h our 

l o c a t i o n . 

Again, you also see a seismic l i n e on t h e r e 

running from southwest of the orthodox box, through t h a t 

orthodox box and our l o c a t i o n , t u r n i n g and then going t o — 

i n a n o r t h n o r t h w e s t e r l y d i r e c t i o n , through the Burrus 

Number 7, which i s a producing w e l l t o the n o r t h of our 

u n i t . 

Q. Let's go t o E x h i b i t 6 i n t h i s case and have you 

describe f o r us what you see on t h i s summary. 

A. Okay, E x h i b i t 6 i s a seismic l i n e , again, t h a t 

you see depicted on E x h i b i t 5. Same c o l o r scheme and 

format as we saw on the previous seismic l i n e . 

Again, you see a d r i l l i n g r i g i n red w i t h a red 

l i n e below t h a t . That would be the r e p r e s e n t a t i o n of our 

requested l o c a t i o n . As you f o l l o w t h a t l i n e down the 

seismic s e c t i o n , y o u ' l l see the hot-colored area w i t h the 

red l i n e drawn through i t , and t h a t i s the development of 

the T r i n i t y Burrus p o r o s i t y we've i n t e r p r e t e d i n the 

seismic data. 

As you f o l l o w t h a t from our l o c a t i o n t o the east, 

you can see where t h a t hot c o l o r disappears i n t o greens and 
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then comes back i n again, and then t o the f a r r i g h t of the 

l i n e you see the dashed l i n e , which i s the Burrus Number 7, 

which i s a producing w e l l i n t h i s T r i n i t y Burrus p o r o s i t y . 

And b a s i c a l l y t h a t gives you a good look a t what a 

producing i n t e r v a l looks l i k e i n the seismic data. 

Again, a l s o , the deeper horizons below t h a t i n 

red, you can see the Wolfcamp Double-X marker, so you can 

see t h a t t h i s seismic s e c t i o n i s very s i m i l a r t o the 

previous one shown. 

Q. I n each of these cases, Mr. Godsey, i s the 

proposed unorthodox l o c a t i o n superior t o any l o c a t i o n 

w i t h i n the standard d r i l l i n g blocks? 

A. A b s o l u t e l y . 

MR. KELLAHIN: Mr. Catanach, t h a t concludes my 

examination of Mr. Godsey. 

We move the i n t r o d u c t i o n of h i s E x h i b i t s 5 and 6 

i n each of the two cases. 

EXAMINER CATANACH: E x h i b i t s 5 and 6 i n each of 

the cases w i l l be admitted as evidence. 

MR. KELLAHIN: That concludes our p r e s e n t a t i o n . 

EXAMINATION 

BY EXAMINER CATANACH: 

Q. Mr. Godsey, how t h i c k i s t h i s T r i n i t y Burrus sand 

— I mean, not sand but i n t e r v a l ? 

A. Well, the gross i n t e r v a l of pay gets up t o 
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approximately 50 f e e t , the net p o r o s i t y or net pay i n 

p r o d u c t i v e w e l l s ranges from a few f e e t up t o around 30 on 

the high s i d e , out of t h a t 50-foot gross i n t e r v a l . 

Q. What does the Burrus Number 7 have? Do you 

r e c a l l ? 

A. I was a f r a i d you were going t o ask me t h a t , since 

I d i d n ' t b r i n g the data. I ' d be glad t o get t h a t 

i n f o r m a t i o n and send i t t o you. 

At t h i s p o i n t I can only guess, and I can 

guarantee you i f I got the exact number r i g h t i t would be a 

pure guess. I t ' s somewhere i n the 15- t o 20-feet range, i s 

my r e c o l l e c t i o n , but I ' d be glad t o supply you t h a t 

i n f o r m a t i o n . 

Q. How do you determine what the commercial c u t o f f 

i s f o r t h i s p o r o s i t y ? 

A. That's a good question. This i s a — i t ' s not 

always very easy, but i n t h i s case we have a p r e t t y good 

b i t of w e l l c o n t r o l t o t i e i n t o the seismic data. We do 

have sonic logs on numerous w e l l s t h a t have been d r i l l e d i n 

here, which help t i e us very a c c u r a t e l y t o the seismic data 

i t s e l f by c r e a t i n g a s y n t h e t i c seismogram. 

Then we take the p o r o s i t y logs, and by t h a t I'm 

u t i l i z i n g the neutron d e n s i t y logs, and look a t the 

p o r o s i t y development w i t h them, w i t h i n them. And we look 

a t i t — i t ' s k i n d of an i t e r a t i v e process where you look 
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a t the amount of p o r o s i t y t h a t you have, and i s the w e l l 

good, bad or dry, and compare t h a t t o the amplitude t h a t 

you see on the seismic data u n t i l you get something t h a t 

f i t s . 

A case i n p o i n t would be on E x h i b i t 5 f o r the 

State 22 Number 2, t h a t map. I n the southeast corner of 

the map, U n i t P, i s the Burrus Number 2 w e l l , d r i l l e d i n a 

very l a r g e blue area. That was d r i l l e d by our predecessors 

i n t h i s p r o p e r t y , and the v e r t i c a l w e l l a c t u a l l y i s a 

noncommercial dry hole. 

A f t e r attempting a completion and being 

unsuccessful i n making a commercial w e l l , then they went 

back i n and c u t a window and d r i l l e d a h o r i z o n t a l so t h a t 

the end of the h o r i z o n t a l l e g ended up i n the southeast, i n 

t h a t hot c o l o r t o the southeast quadrant of the map, made a 

commercial w e l l t h e r e . 

U t i l i z i n g t h a t w e l l and some of the other w e l l s 

i n here we can, you know, s t a r t f i g u r i n g out what amplitude 

would represent how much p o r o s i t y . 

So e f f e c t i v e l y f o r a — i n t h i s f i e l d , f o r t h i s 

pay, e f f e c t i v e l y approximately a 10-percent p o r o s i t y c u t o f f 

seems t o f i t the best w i t h a combination of the seismic 

data, amplitude anomaly we see, and making a commercial 

w e l l . 

Another example i n the w e l l c o n t r o l here would be 
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on tha t same map, the State 22 Number 1, which i s i n Unit H 

on t h i s . That w e l l , again, i s i n a blue area. I t had j u s t 

s l i g h t l y more porosity than the Burrus Number 2. 

The Burrus Number 2 actually had zero feet of 

porosity greater than 10 percent, but i t had about 8 feet 

greater than 6 percent and did not make a commercial w e l l , 

whereas the State 22 Number 1 had j u s t a few feet t h a t 

reached 10-percent porosity. 

After several larger and larger acid jobs, they 

did make a commercial well out of that — t h i s i s our 

predecessors — but i t was a very marginal w e l l — I think 

i t came i n something on the order of about 30 barrels a 

day; i t ' s currently doing around 15 barrels a day — 

whereas the t y p i c a l other Burrus wells out here with better 

porosity development and d r i l l e d i n what we see as the 

hotter color region, some of them are 200-plus-barrel-a-day 

wells. 

Q. Now, there's no scale on these maps. How do you 

determine what you're looking at here i n terms of — i s 

t h i s — are you mapping porosity? 

A. Correct. You're t a l k i n g about no scale as f a r as 

the contour interval? 

Q. Right. 

A. Right, t h i s would e f f e c t i v e l y be about a 5-foot 

contour i n t e r v a l . 
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Now, keeping i n mind — and I'm only g i v i n g t h a t 

an approximation, because the r e s o l u t i o n of the seismic 

data, when we're lo o k i n g a t a g r o s s - i n t e r v a l of p o r o s i t y 

development t h a t i s 50 f e e t or l e s s , then, you know, the 

seismic data r e a l l y l i m i t s you a l i t t l e b i t . When I say 5 

f e e t , maybe i t ' s more l i k e 7 f e e t contour i n t e r v a l . I t i s 

k i n d of approximate. 

What we do have a good handle on i s , where i s 

zero, which i s depicted by the blue l i n e t h e r e f o r 

commercial p o r o s i t y . 

Q. Now, t h i s i s 10-percent or greater? 

A. We are using a 10-percent p o r o s i t y c u t o f f , yes, 

and t h a t t i e s i n w i t h w e l l s t h a t d i d or d i d not make 

commercial w e l l s . 

I f you don't have — we have not found a w e l l 

r i g h t i n here t h a t has made a commercial w e l l w i t h less 

than 10-percent p o r o s i t y . I t had t o have some 10-percent 

p o r o s i t y or i t d i d not make a w e l l . 

Q. So i f you go by these maps, f o r instance, the 

State "22" Number 2 would have — Can you estimate how many 

f e e t of p o r o s i t y t h a t would have? 

A. I'm es t i m a t i n g i t t o have something i n the order 

of 20 f e e t . 

Q. And t h a t , t o you, would make a commercial w e l l ? 

A. Yes, i t would. 
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Q. I f you moved back to a standard location anywhere 

in that window, you lose a l l of the e f f e c t i v e porosity? 

A. We might get anywhere from — you know, we would 

have either zero up to maybe two or three feet, i s our 

interpretation of that. 

And i f we have to d r i l l there, my recommendation 

to Chesapeake would be not to d r i l l . We have found t h i s i s 

another one of those plays that i s very s i t e - s p e c i f i c for 

your location. 

Q. Okay. And with regards to the Burrus "27" 9, 

you're kind of looking at the same sit u a t i o n . I s that 

about the same thickness? 

A. That's the same thing there. What we have — you 

can see on that map j u s t a small l i t t l e segment of blue 

color i n there, and we'd be trying to get something that's 

going to be on the order of, you know, two or three feet of 

porosity. And again, i f I have to d r i l l there I would 

recommend to Chesapeake not to d r i l l the we l l . 

Q. At your proposed location, what do you estimate 

that to be? 

A. At the proposed location, I'm expecting on the 

order of 15 feet. I'd be glad to get 20. 

Q. And a standard location you're probably looking 

at — did you say two or three feet maybe? 

A. At best, yes. 
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Q. The same f o r the "22" 2? 

A. Yes. 

Q. Have you guys u t i l i z e d t h i s method of t r y i n g t o 

f i n d t he p o r o s i t y , t o d r i l l wells? 

A. Yes, we have. U t i l i z i n g t h i s method we have 

d r i l l e d — l e t ' s see, t h i s year we've d r i l l e d f o u r w e l l s 

t h a t — we d r i l l e d two of them — I'm s o r r y , t h r e e w e l l s i n 

the h o t t e r - c o l o r r e g i o n , anything from green t o orange t o 

red, and they're good w e l l s . 

One of them — Let's see, we d r i l l e d i n the 

s e c t i o n t o the east, Section 23, we d r i l l e d t he Burrus "23" 

3, the "23" 5, and we j u s t d r i l l e d and are completing now 

the Burrus "23" Federal Number 1, a l l i n Section 23, and 

they've made commercial w e l l s . 

We have also d r i l l e d j u s t r e c e n t l y the H a r r i s "3" 

C Number 1 i n Section 3 of the township immediately t o the 

south. This i s j u s t a mi l e and a h a l f or so away. The 

same s t u f f , the same horizons. There, we were i n the — 

k i n d of a blue-green c o l o r , and we have now t e m p o r a r i l y 

abandoned t h a t w e l l , which supports our i n t e r p r e t a t i o n t h a t 

we have t o be i n t h i s green s t u f f , or we cannot f i n d 

commercial pay. 

Q. I s t h i s b a s i c a l l y the only t a r g e t i n the we l l ? 

A. Yes, i t i s . 

MR. KELLAHIN: Okay, t h a t ' s a l l I have, Mr. 
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K e l l a h i n . 

MR. KELLAHIN: That concludes our p r e s e n t a t i o n . 

EXAMINER CATANACH: Okay, t h e r e being n o t h i n g 

f u r t h e r , Cases 13,287 and 13,288 w i l l be taken under 

advisement. 

(Thereupon, these proceedings were concluded a t 

10:27 a.m.) 
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