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1 EXAMINER JONES: Okay. The next case on 

2 the docket i s -- l e t ' s combine these two cases f o r 

3 purposes of hearing -- Case 14477, a p p l i c a t i o n of 

4 Chesapeake E x p l o r a t i o n , LLC, doing business through i t s 

5 agent, Chesapeake Operating Incorporated, f o r s t a t u t o r y 

6 u n i t i z a t i o n of the Chambers Strawn U n i t Area, Lea County, 

7 New Mexico, and Case Number 14478, a p p l i c a t i o n of 

8 Chesapeake E x p l o r a t i o n , LLC, doing business as Chesapeake 

9 Operating Incorporated, f o r approval of a wa t e r f l o o d 

10 p r o j e c t and q u a l i f i c a t i o n of the p r o j e c t area of the 

11 Chambers Strawn Uni t f o r the Recovered O i l Tax Rate 

12 pursuant t o the Enhanced O i l Recovery Act, Lea County, 

13 New Mexico. C a l l f o r appearances i n both cases. 

14 MS. MUNDS-DRY: Good morning, Mr. 

15 Examiner. Ocean Munds-Dry, w i t h the l a w f i r m of Holland & 

16 Hart, here rep r e s e n t i n g Chesapeake Operating, 

17 Incorporated, t h i s morning. And I have three witnesses. 

18 EXAMINER JONES: Any other appearances? 

19 W i l l a l l the witnesses stand and s t a t e your 

20 names f i r s t ? 

21 MR. BRADLEY: Everett Bradley. 

22 MR. FROHNAPFEL: Terry Frohnapfel. 

23 MR. NZEWUNWAH: Chima Nzewunwah. 

24 EXAMINER JONES: W i l l the court r e p o r t e r 

25 please swear the witnesses? 
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(Three witnesses were sworn.) 

2 MS. MUNDS-DRY: With t h a t , I ' d l i k e t o 

3 c a l l Mr. Frohnapfel. 

4 May I proceed, Mr. Hearing Examiner? 

5 EXAMINER JONES: Please do. 

6 TERRY FROHNAPFEL 

7 Having been f i r s t d u l y sworn, t e s t i f i e d as f o l l o w s : 

8 DIRECT EXAMINATION 

9 BY MS. MUNDS-DRY: 

10 Q. Would you please s t a t e your f u l l name f o r the 

11 record? 

12 A. Terrance Alexander Frohnapfel. 

13 Q. By whom are you employed? 

14 A. Chesapeake Energy Corporation. 

15 Q. What i s your p o s i t i o n w i t h Chesapeake? 

16 A. Senior landman. 

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

18 D i v i s i o n , and were your c r e d e n t i a l s made a matter of 

19 record? 

20 A. Yes. 

21 Q. Are you the land person who's responsible f o r 

22 the u n i t i z a t i o n of the Chambers Strawn Uni t area? 

23 A. Yes. 

24 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 s f i l e d 

25 i n both Case Number 14477 and Case Number 14478? 
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1 A. Yes. 

2 Q. Are you f a m i l i a r w i t h the s t a t u s of the lands 

3 in v o l v e d i n the proposed Chambers Strawn Uni t area? 

4 A. Yes. 

5 MS. MUNDS-DRY: Mr. Hearing Examiner, we 

6 tender Mr. Frohnapfel as an expert i n petroleum land 

7 matters. 

8 EXAMINER JONES: So q u a l i f i e d . 

9 Q. Would you b r i e f l y s t a t e what Chesapeake 

10 Operating seeks i n t h i s case? 

11 A. S t a t u t o r y u n i t i z a t i o n of the proposed Chambers 

12 Strawn Unit area, a 480-acre area; approval of the 

13 w a t e r f l o o d p r o j e c t i n the u n i t area; and q u a l i f i c a t i o n of 

14 the p r o j e c t f o r i n c e n t i v e t a x r a t e authorized by the New 

15 Mexico Enhanced O i l Recovery Act. 

16 Q. When was the Northeast Shoe Bar Strawn Pool 

17 created? 

18 A. The Northeast Shoe Bar Strawn Pool was 

19 e s t a b l i s h e d by Order Number R-107-66 on March 1st, 1997. 

20 Q. And what are the lands comprised of i n the 

21 proposed u n i t ? 

22 A. They're comprised of w e l l s t h a t have reached 

23 an advanced s t a t e of d e p l e t i o n . 

24 Q. Are they fee lands? 

25 A. Yes. 
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1 Q. Turn t o what's been marked as Chesapeake 

2 E x h i b i t 1 and e x p l a i n t o the Examiners what i t i s and 

3 what i t shows. 

4 A. I t ' s the same as E x h i b i t A i n the Unit 

5 Agreement. I t shows the proposed u n i t boundary, and i t ' s 

6 approximately one mil e west of Lovington, New Mexico, and 

7 shows a l l the Strawn mound w e l l s i n the area. 

8 Q. I b e l i e v e you sa i d the character of the lands 

9 i n the u n i t area i s 100 percent fee? 

10 A. Yes. 

11 Q. Okay.. And what i s E x h i b i t Number 2? 

12 A. I t i s the standard form modeled a f t e r the 

13 s t a t e u n i t form f o r the Uni t Agreement. I t provides f o r 

14 water f l o o d i n g and j u s t sets out the basis f o r 

15 p a r t i c i p a t i o n of each of the owners of the u n i t i z e d 

16 substances. 

17 Q. Thank you. Please t u r n t o Chesapeake E x h i b i t 

18 Number 3 and i d e n t i f y and review t h i s f o r the Examiners. 

19 A. That shows the l i s t of p a r t i c i p a t i o n i n the 

20 u n i t area by t r a c t . I t ' s also the same as E x h i b i t B i n 

21 the Unit Agreement. 

22 Q. I s the basis f o r p a r t i c i p a t i o n i n the u n i t set 

23 out i n the Uni t Agreement? 
24 A. Yes, E x h i b i t C t o the Uni t Agreement. And 

25 Chesapeake w i l l c a l l an engineer witness t o e x p l a i n the 
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1 formula. 

2 MS. MUNDS-DRY: Mr. Hearing Examiner, t h a t 

3 E x h i b i t C i s the l a s t page t o the U n i t Agreement which 

4 has been marked as E x h i b i t Number 2, i n case you would 

5 l i k e t o reference t h a t . 

6 Q. (By Ms. Munds-Dry) Would you please i d e n t i f y 

7 E x h i b i t Number 4 and e x p l a i n t h i s f o r the Examiners? 

8 A. I t 1 s a re d e s i g n a t i o n of w e l l names of the 

9 u n i t . 

10 Q. And i t l i s t s a l l three of the w e l l s i n the 

11 u n i t ? 

12 A. Correct. 

13 Q. And what i s E x h i b i t Number 5? 

14 A. I t ' s the Unit Operating Agreement. I t 

15 contains j u s t many standard p r o v i s i o n s . I t o u t l i n e s the 

16 s u p e r v i s i o n and management of the u n i t and defines the 

17 r i g h t s and d u t i e s of a l l of the working i n t e r e s t owners. 

18 Q. What i s E x h i b i t Number 6? 

19 A. The l i s t of the working i n t e r e s t owners i n the 

20 u n i t area. 

21 Q. And E x h i b i t Number 7? 

22 A. A l i s t of the r o y a l t y and o v e r r i d i n g r o y a l t y 

23 i n t e r e s t owners or non-costbearing i n t e r e s t owners. 

24 Q. So the f i r s t page i s the r o y a l t y owners, and 
i 

25 the second page i s the o v e r r i d i n g r o y a l t y i n t e r e s t 
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1 owners? 

2 A. Right. 

3 Q. And what i s E x h i b i t Number 8? While you're 

4 using t h i s , i f y o u ' l l summarize your e f f o r t s t o o b t a i n 

5 working i n t e r e s t owners and non-costbearing i n t e r e s t 

6 owners' approval of the u n i t and w a t e r f l o o d p r o j e c t . 

7 A. Okay. I ' l l do t h a t f i r s t . By the use of 

8 mailouts and j u s t f o l l o w i n g up w i t h phone c a l l s and 

9 emails and t r y i n g t o get them t o j o i n , approve the Unit 

10 Agreement, Unit Operating Agreement. 

11 And then E x h i b i t 8 i s -- i t ' s the --

12 summarizes our e f f o r t s t o o b t a i n working i n t e r e s t owner 

13 and r o y a l t y i n t e r e s t owner approval i n the proposed u n i t 

14 w a t e r f l o o d , and o v e r r i d i n g r o y a l t y owners also. 

15 We sent out -- the f i r s t contact was on March 

16 2 9th. We sent out a working i n t e r e s t owners meeting t o 

17 j u s t the working i n t e r e s t owners, of course. And the 

18 meeting was held on A p r i l 15th at the Chesapeake o f f i c e s . 

19 Q. This i s the f i r s t l e t t e r , then, t h a t you sent 

20 out, t h i s March 29th l e t t e r f o r the meeting? 

21 A. Correct. And then the meeting was on A p r i l 

22 15th. 

23 The second l e t t e r was sent t o a l l the i n t e r e s t 

24 owners. That was A p r i l 19th. And the working i n t e r e s t 

25 owners got the U n i t Agreement, U n i t Operating Agreement, 
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1 r a t i f i c a t i o n forms, e l e c t i o n b a l l o t s and f e a s i b i l i t y 

2 study. And the r o y a l t y owners and the o v e r r i d i n g r o y a l t y 

3 owners j u s t got the Unit Agreement and the r a t i f i c a t i o n 

4 form. 

5 Q. I b e l i e v e a copy of t h a t A p r i l 19th l e t t e r was 

6 also i n c l u d e d i n E x h i b i t Number 8? 

7 A. Yes. 

8 Q. Both t o the r o y a l t y and working i n t e r e s t 

9 owners? 

10 A. Yes. 

11 Q. Okay. I f y o u ' l l t u r n t o E x h i b i t Number 9 and 

12 e x p l a i n what t h i s packet of i n f o r m a t i o n i s f o r the 

13 Examiners. 

14 A. Okay. I t ' s the r a t i f i c a t i o n summary sheet. 

15 I t shows a t a l l y of t r y i n g t o o b t a i n 75 percent of the 

16 working i n t e r e s t owners and the r o y a l t y owners and the 

17 o v e r r i d i n g r o y a l t y owners. Also, i t ' s a copy of a l l the 

18 r a t i f i c a t i o n s . The cover sheet shows how many of them --

19 i f i t ' s h i g h l i g h t e d , i t shows how many of them responded 

20 as a p o s i t i v e approval. 

21 Q. So the f i r s t page i s the summary, and the next 

22 page gives you the h i g h l i g h t -- or the next s o r t of 

23 packet i n E x h i b i t 9 shows you the packet w i t h the 

24 h i g h l i g h t e d persons, as you were i n d i c a t i n g ? 

25 A. Yes. 
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1 Q. Okay. You s a i d also t h a t the signed 

2 r a t i f i c a t i o n s are also --

3 A. They're attached. 

4 Q. They're also attached. What percentage of the 

5 working i n t e r e s t ownership i s p r e s e n t l y committed t o t h i s 

6 u n i t ? 

7 A. 75.6 percent. 

8 Q. What percentage of the non-costbearing 

9 i n t e r e s t ownership i s p r e s e n t l y committed? 

10 A. 100 percent. 

11 Q. Do you be l i e v e t h a t you have done a l l t h a t you 

12 can reasonably do t o o b t a i n v o l u n t a r y commitment t o t h i s 

13 u n i t ? 

14 A. Yes. 

15 Q. Have you made a g o o d - f a i t h e f f o r t t o secure 

16 v o l u n t a r y u n i t i z a t i o n of a l l owners, both working and 

17 r o y a l t y , i n the area a f f e c t e d by t h i s a p p l i c a t i o n ? 

18 A. Yes. 

19 Q. W i l l Chesapeake c a l l a d d i t i o n a l witnesses t o 

20 review the t e c h n i c a l p o r t i o n s of t h i s case? 

21 A. Yes. 

22 Q. F i n a l l y , what i s E x h i b i t Number 10? 

23 A. Those are a f f i d a v i t s c o n f i r m i n g t h a t the 

24 n o t i c e of a p p l i c a t i o n s have been provided i n accordance 

25 w i t h the r u l e s of the O i l Conservation D i v i s i o n . 
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1 Q. I b e l i e v e i t gives the l i s t of p a r t i e s t h a t 

2 were n o t i f i e d and the green cards and a copy of the 

3 l e t t e r s t h a t were sent t o those p a r t i e s and the a f f i d a v i t 

4 of p u b l i c a t i o n i n the newspaper, i n the Lovington paper? 

5 A. Yes. 

6 Q. Okay. Now, t o whom was n o t i c e provided f o r 

7 the s t a t u t o r y u n i t i z a t i o n p o r t i o n of t h i s a p p l i c a t i o n ? 

8 A. A l l working i n t e r e s t owners and 

9 non-costbearing i n t e r e s t owners i n the u n i t . 

10 Q. And f o r the C-108 f o r the w a t e r f l o o d p r o j e c t , 

11 who was n o t i f i e d of t h a t p a r t of the a p p l i c a t i o n ? 

12 A. A l l leasehold operators w i t h i n a h a l f mile of 

13 these two proposed i n j e c t i o n w e l l s , which there were none 

14 o f . So we n o t i f i e d a l l the o f f s e t lessees, and then i f 

15 there wasn't any o f f s e t lessees, we n o t i f i e d a l l the 

16 o f f s e t mineral owners. 

17 Q. Did we also n o t i f y the surface owners f o r each 

18 i n j e c t i o n well? 

19 A. Yes, we d i d . 

2 0 Q. Were E x h i b i t s 1 through 10 e i t h e r prepared by 

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

22 A. Yes. 

23 MS. MUNDS-DRY: Wi th t h a t , Mr. Hearing 

24 Examiner, we move the admission i n t o evidence o f 

25 Chesapeake E x h i b i t s Number 1 th rough 10. 
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1 EXAMINER JONES: E x h i b i t s 1 through 10 

2 w i l l be admitted. 

3 ( E x h i b i t s 1 through 10 were admitted.) 

4 MS. MUNDS-DRY: That concludes my d i r e c t 

5 examination of Mr. Frohnapfel. 

6 EXAMINATION 

7 BY EXAMINER JONES: 

8 Q. Do you remember who the surface owner i s f o r 

9 each of the two w e l l s i t e s f o r the two i n j e c t i o n wells? 

10 A. I t h i n k one was somebody named Runnels i s one 

11 of them. We've got on the l i s t --

12 MS. MUNDS-DRY: I t h i n k there was q u i t e a 

13 l i s t , because i t ' s close t o Lovington, Mr. Hearing 

14 Examiner. I t h i n k there's q u i t e a few. 

15 THE WITNESS: There's a l o t of surface 

16 owners i n s i d e the u n i t . But r i g h t where the w e l l s are, I 

17 t h i n k one of them was Chambers. And the other one, the 

18 l a s t name i s Runnels. And t h a t ' s the same as the names 

19 of the w e l l s . They also own minerals, too, so they're 

20 n o t i f i e d anyway. 

21 EXAMINER JONES: Okay. I was glad t o see 

22 you go down the l i s t of operator, lessee, e i t h e r 

23 non-lease t r a c t , i f there was any. 

24 Q. (By Examiner Jones) I guess I'm a l i t t l e b i t 

25 confused. 75 percent of the working i n t e r e s t signed up, 
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1 but 100 percent of the -- you d i d n ' t say r o y a l t y 

2 i n t e r e s t . You s a i d non-costbearing? 

3 A. Um-hum. We j u s t added the o v e r r i d e s . We 

4 blended them i n w i t h the r o y a l t y owners. 

5 Q. So the working i n t e r e s t people t h a t d i d n ' t 

6 sign so f a r , are they i n here somewhere? You probably 

7 went over those. 

8 A. They're on the l i s t f o r the working i n t e r e s t 

9 owners. I t ' s on t h a t page t h a t she was showing you a 

10 w h i l e ago. I f they're not h i g h l i g h t e d , they haven't 

11 responded y e t . 

12 MS. MUNDS-DRY: Mr. Jones, I t h i n k i f you 

13 look i n E x h i b i t Number 9 i n the f i r s t packet past the 

14 summary sheet, i t shows you -- the easy way t o f i g u r e i t 

15 out i s they've h i g h l i g h t e d who has j o i n e d thus f a r . 

16 EXAMINER JONES: Okay. 

17 Q. (By Examiner Jones) I t looks l i k e Conoco has 

18 not, and Northport --

19 A. Conoco had the most. I t had about 18 percent. 

2 0 And they've j u s t been r e a l slow. They've turned t h e i r 

21 b a l l o t i n saying they wanted t o p a r t i c i p a t e , but they 

22 d i d n ' t give me the r a t i f i c a t i o n page y e t . I t took 

23 another s i g n a t u r e . I t was going t o take some time. So I 

24 d i d n ' t count them y e t . 
25 But i f I d i d , t h a t put us up there at 90-plus, 
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1 93 percent, something l i k e t h a t , i f we had them. They're 

2 d e f i n i t e l y wanting t o p a r t i c i p a t e , but they've been slow 

3 t o respond on e v e r y t h i n g . 

4 Q. Okay. 

5 A. Then there was a couple of overrides t h a t 

6 d i d n ' t respond, so we can't r e a l l y count t h e i r -- there's 

7 no way t o count -- they don't r e a l l y have a vote number. 

8 But we got 20 out of 22 of non-costbearing. But a l l of 

9 the r o y a l t y owners signed up. That's how we came up w i t h 

10 100 percent. 

11 EXAMINER JONES: And as f a r as the o u t l i n e 

12 of t h i s proposed s t a t u t o r y u n i t , i t ' s on E x h i b i t 1; i s 

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

14 MS. MUNDS-DRY: That i s c o r r e c t . 

15 Q. (By Examiner Jones) So i t ' s k i n d of a subset 

16 of the Northeast Shoe Bar pool, i t looks l i k e . I mean, 

17 the pool looks l i k e i t extends a l i t t l e b i t . I p u l l e d i t 

18 o f f , so I know i t extends a l i t t l e b i t south of t h i s . 

19 But i t ' s 80-acre spacing, one w e l l per 80 acres. I t was 

20 a Chesapeake 2007 a p p l i c a t i o n , so were you i n v o l v e d i n 

21 t h a t f o r the s p e c i a l pool rules? 

22 A. I don't t h i n k I was. I f they were j u s t t r y i n g 

23 t o get some spacing, I wasn't. 

24 Q. Yeah. I t was an 80-acre Strawn. 

25 A. Which w e l l was i t ? 
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1 Q. I t was f o r the whole pool. The discovery-

2 w e l l . I don't remember e x a c t l y which one i t was, but i t 

3 looks l i k e the w e l l s are d r i l l e d on 80-acre spacing here. | 

4 The spacing u n i t s are not o u t l i n e d w i t h i n t h i s . I can 

5 p u l l them up from these w e l l s . But you don't have them j 

6 here anywhere, do you, i n s i d e t h i s ? 

7 A. No. 

8 MS. MUNDS-DRY: No, I don't t h i n k we have 

9 a map t h a t shows the spacing u n i t o u t l i n e . 

10 EXAMINER JONES: Of each of the e x i s t i n g 

11 w e l l s . But i t looks l i k e some t r a c t s w i l l not have been 

12 d r i l l e d y e t , so -- I can never t h i n k of good land 

13 questions t o ask. I ' l l t u r n i t over t o David 

14 EXAMINER BROOKS: I t doesn't sound l i k e 

15 there are many t o ask i n t h i s case. 

16 EXAMINATION j 

17 BY EXAMINER BROOKS: j 

18 Q. But you sa i d more than 75 percent of the j 

19 working i n t e r e s t i s committed? j 

20 A. Right. I 

21 Q. And 100 percent of the non-costbearing 

22 i n t e r e s t i s committed? 

23 A. Correct. 

24 Q. So there are a l o t of people t o whom you gave | 

25 n o t i c e t h a t you d i d n ' t get r e t u r n r e c e i p t s from. Are 
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1 these o f f s e t owners, or are they area of review owners? 

2 A. No. Anybody we d i d n ' t get a n o t i c e back from 

3 i s i n s i d e the u n i t , maybe l i k e a working i n t e r e s t owner 

4 t h a t hasn't responded t o the r a t i f i c a t i o n n o t i c e . 

5 MS. MUNDS-DRY: I t h i n k , Mr. Brooks, I 

6 t h i n k i t i s also f o r the C-108 p o r t i o n . 

7 EXAMINER BROOKS: That's what I was 

8 asking. 

9 THE WITNESS: We don't keep t r a c k of any 

10 of t h e i r -- I mean they don't r e a l l y -- there's nothing 

11 f o r them t o respond o f f o f . I t ' s j u s t l i k e the n o t i c e 

12 t h a t the hearing i s going t o take place, and they own an 

13 i n t e r e s t w i t h i n a h a l f m i l e . 

14 Q. (By Examiner Brooks) So there aren't any 

15 owners w i t h i n the u n i t t h a t you do not have v a l i d 

16 addresses f o r ? 

17 A. That we don't have --

18 Q. That you don't have addresses f o r ? You've 

19 located a l l the owners w i t h i n the u n i t ? 

20 A. Yes. 

21 EXAMINER BROOKS: And what Ms. Munds-Dry 

22 was saying, i t was conf i r m i n g what I was t r y i n g t o ask. 

23 And t h a t i s : The people f o r whom you have not g o t t e n 

24 r e t u r n r e c e i p t s are people who own i n t e r e s t s w i t h i n the 

25 area of review, but not n e c e s s a r i l y w i t h i n the u n i t ? 
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1 MS. MUNDS-DRY: And, Mr. Brooks, because I 

2 know you're p a r t i c u l a r l y i n t e r e s t e d i n t h i s , we included 

3 the names of those p a r t i e s who we d i d n ' t have addresses 

4 f o r i n the l e g a l p u b l i c a t i o n , as w e l l . 

5 EXAMINER BROOKS: Okay. Do you have any 

6 k i n d of chart or diagram or anything t h a t shows how you 

7 f i g u r e d out what t r a c t s were incl u d e d w i t h i n the area of 

8 review notice? 

9 MS. MUNDS-DRY: I t h i n k w e ' l l have a 

10 witness l a t e r t h a t w i l l have the C-108, and i t w i l l show 

11 you the area of review maps. 

12 EXAMINER BROOKS: And the way I understand 

13 those t h i n g s i s t h a t you draw the area of review c i r c l e , 

14 and then you have t o draw the various t r a c t s t h a t are 

15 w i t h i n i t and show how they are configured. Of course, I 

16 always l i k e t o see i d e n t i f i c a t i o n of the owners t h a t have 

17 been n o t i c e d by the t r a c t s which they own so we can see 

18 t h a t e v e r y t h i n g has been complied w i t h . 

19 MS. MUNDS-DRY: I'm t r y i n g t o r e c a l l i f we 

20 have something l i k e t h a t . I t h i n k we j u s t have t h a t f o r 

21 the working i n t e r e s t owners and r o y a l t y owners on the 

22 e x h i b i t s here t h a t show t h e i r t r a c t numbers. I'm not 

23 sure we d i d t h a t f o r the C-108. 
24 THE WITNESS: They don't ask f o r t h a t i n 

25 the a p p l i c a t i o n . They don't ask f o r i t a l l itemized out 
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1 l i k e t h a t , but t h a t ' s how we d i d i t . We d i d i t by t r a c t . 

2 I f there was an o f f s e t operator, t h a t ' s the only person 

3 t h a t you have t o n o t i f y f o r t h a t t r a c t . 

4 EXAMINER BROOKS: I would assume you do 

5 f u r n i s h copies of your notes t h a t demonstrate t h a t , i f we 

6 requested t h a t . I ' l l leave t h a t up t o the Examiner. 

7 That's probably what I would request. 

8 EXAMINER JONES: That's always what I 

9 request, also. 

10 EXAMINER BROOKS: That's a l l I have. 

11 EXAMINER JONES: Thank you very much, Mr. 

12 Frohnapfel. 

13 MS. MUNDS-DRY: Thank you. Then I ' d l i k e 

14 t o c a l l Mr. Nzewunwah. 

15 CHIMA NZEWUNWAH 

16 Having been f i r s t d u l y sworn, t e s t i f i e d as f o l l o w s : 

17 DIRECT EXAMINATION 

18 BY MS. MUNDS-DRY: 

19 Q. Would you please s t a t e your f u l l name f o r the 

2 0 record? 

21 A. My name i s Chima Nzewunwah. 

22 Q. And by whom are you employed? 

23 A. Chesapeake Energy. 

24 Q. What i s your current p o s i t i o n w i t h Chesapeake? 

25 A. I'm a g e o l o g i s t . 
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1 Q. Have you p r e v i o u s l y t e s t i f i e d before the 

2 D i v i s i o n ? 

3 A. No, I haven't. 

4 Q. Would you please review your education f o r the 

5 Examiners? 

6 A. I s t a r t e d my col l e g e education back i n 

7 N i g e r i a . I obtained Bachelor's degree i n Geology and 

8 Mining from Southeast Missouri State U n i v e r s i t y and 

9 obtained my Master's i n Geosciences, and also a minor i n 

10 Environmental Sciences. Then I moved t o the U n i v e r s i t y 

11 of Texas, E l Paso, and got my doctorate degree there. 

12 Q. Would you summarize your work experience f o r 

13 the Examiners? 

14 A. Upon graduating, I worked f o r the Bayelsa 

15 State M i n i s t r y of Environment as an i n t e r n f o r a year, 

16 doing f i e l d geology. Then wh i l e I was i n Mis s o u r i , I 

17 worked on my Master's. I worked f o r the USGS, through 

18 the USGS EDMAP Program, doing a g e o l o g i c a l study f o r the 

19 Missouri V a l l e y . And the product of t h a t study i s p u b l i c 

20 record, so everyone can go and check i t out. 

21 Then I also taught various classes as an 

22 i n s t r u c t o r i n the U n i v e r s i t y of Texas i n El Paso and i n 

23 the E l Paso Community College. And also I worked f o r 

24 Selman & Associates, a six-month i n t e r n s h i p doing 
25 w e i l s i t e geology. Now I'm working f o r Chesapeake as a 
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1 g e o l o g i s t . 

2 Q. And how long have you been w i t h Chesapeake? 

3 A. About three years now. 

4 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 s t h a t 

5 have been f i l e d i n t h i s case? 

6 A. Yes, I am. 

7 Q. Are you f a m i l i a r w i t h the geology i n t h i s 

8 p o r t i o n of the Northeast Shoe Bar Strawn pool? 

9 A. Yes. 

10 Q. And are you prepared t o share the r e s u l t s of 

11 your work w i t h the Examiner? 

12 A. Yes, I am. 

13 MS. MUNDS-DRY: Mr. Hearing Examiner, we 

14 would tender Mr. Nzewunwah as an expert i n petroleum 

15 geology. 

16 EXAMINER JONES: Okay. Would you please 

17 s p e l l your l a s t name? 

18 THE WITNESS: N-z-e-w-u-n-w-a-h. 

19 EXAMINER JONES: Thank you. Does UTEP 

20 s t i l l -- I know you were a Ph.D. student at UTEP; i s t h a t 

21 corr e c t ? 

22 THE WITNESS: Yes. 

23 EXAMINER JONES: Do they s t i l l send t h e i r 

24 students t o the S i l v e r C i t y area f o r f i e l d geology? 

25 THE WITNESS: Not j u s t S i l v e r C i t y . They 
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1 go t o d i f f e r e n t areas, spend a l o t l i t t l e time i n S i l v e r 

2 C i t y and spend a l i t t l e time i n the I n d i o s . 

3 EXAMINER JONES: Did you concentrate on 

4 hard rock or s o f t rock or --

5 THE WITNESS: Hard and s o f t rock. 

6 EXAMINER JONES: Then you're prepared f o r 

7 t h i s business then? 

8 THE WITNESS: Yes, I am. 

9 EXAMINER JONES: Okay. I t appears Mr. --

10 THE WITNESS: Nzewunwah. 

11 EXAMINER JONES: -- Nzewunwah i s q u a l i f i e d 

12 as an expert i n petroleum geology. 

13 MS. MUNDS-DRY: Thank you. 

14 Q. (By Ms. Munds-Dry) Would you please t u r n t o 

15 what's been marked as E x h i b i t Number 11 -- i t should be 

16 t h a t f i r s t map there -- and i d e n t i f y and review t h i s f o r 

17 the Examiners? 

18 A. This i s a composite e x h i b i t showing a type 

19 l o g , a s t r u c t u r e map and the isopach map and hydrocarbon 

2 0 pore volume map. 

21 Q. I f you would f i r s t t u r n t o the type l o g and 

22 review t h i s f o r the Examiners. 

23 A. F i r s t of a l l , the type l o g l o c a t i o n i s shown 

24 down at the southeast corner of the isopach map. That i s 

25 the Runnels 8-1 Well. This l o g shows our u n i t of 
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1 i n t e r e s t , which i s the Strawn mound carbonate, and the 

2 top of t h i s carbonate i s lab e l e d here w i t h the blue. 

3 What I've got here i s -- w i t h i n t h i s u n i t 

4 here, I've h i g h l i g h t e d the zones t h a t have been t y p i c a l l y 

5 completed, even though the e n t i r e u n i t i s of i n t e r e s t t o 

6 us. 

7 Q. What i s the p o r o s i t y c u t o f f t h a t you used 

8 here? 

9 A. I used a p o r o s i t y c u t o f f of greater than 5 

10 percent. 

11 Q. I f y o u ' l l t u r n next on t h i s composite e x h i b i t 

12 t o your s t r u c t u r e map. 

13 A. The s t r u c t u r e map i s made on top of the Strawn 

14 carbonate, which i s labeled S-T-R-N-M-D-L. And t h i s 

15 s t r u c t u r e map shows the o r i g i n a l depth of t h i s area on 

16 t h a t surface. And l o o k i n g at t h i s , at the s t r u c t u r e map, 

17 we have an east/southeast downward d i p , d i p i n s t r u c t u r e 

18 on t h a t surface. 

19 Q. And l o o k i n g at the two, the l o g and the 

20 s t r u c t u r e map so f a r , do you b e l i e v e t h i s p o r t i o n of the 

21 r e s e r v o i r which you propose t o be u n i t i z e d i s reasonably 

22 defined by development? 

23 A. Yes. 

24 Q. I f y o u ' l l then t u r n t o the middle map here, 

25 the hydrocarbon pore volume map, and review t h i s f o r the 
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1 Examiners. 

2 A. Before I speak on t h i s one, the hydrocarbon 

3 pore volume was a f t e r making the isopach map. The 

4 isopach map was made using l o g c u t o f f s of gamma ray and 

5 p o r o s i t y and also geophysical data t o i d e n t i f y t h i s 

6 r e s e r v o i r . And when we r e l a t e t h i s t o the s t r u c t u r e map 

7 and also the c a l c u l a t i o n s I've made on i t , I'm i n c r e a s i n g 

8 water s a t u r a t i o n t o the southeast, so I'm g e t t i n g a water 

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

10 So t h a t made me go ahead t o generate the 

11 hydrocarbon pore volume map t o show how t h a t hydrocarbon 

12 pore volume changes w i t h i n t h i s r e s e r v o i r . 

13 Q. When compared t o the u n i t boundary, does your 

14 mapping here show t h a t the e n t i r e u n i t i z e d area should 

15 c o n t r i b u t e t o the reserves f o r the u n i t ? 

16 A. Yes. I t should c o n t r i b u t e by v a r y i n g degrees, 

17 based on our water s a t u r a t i o n and hydrocarbon pore 

18 volume. 

19 Q. That's why, as you were saying, you created 

2 0 the hydrocarbon pore volume map? 

21 A. Right. 

22 Q. I s there anything else on here t h a t you wish 

23 t o discuss before we t u r n t o the next map? 

24 A. No. That's i t . 

2 5 Q. Okay. L e t ' s t u r n then t o what ' s been marked 
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1 as Chesapeake E x h i b i t Number 12 and review t h i s f o r the 

2 Examiners. What i s t h i s map? 

3 A. This i s a s t r u c t u r e c r o s s - s e c t i o n showing the 

4 s t r u c t u r a l t r e n d on the w e l l s . This cross-section goes 

5 from the northwest down t o the southeast, the Chambers 

6 being the northernmost w e l l . I f you look at the 

7 cro s s - s e c t i o n , the s t r u c t u r e map was made on the top of 

8 the Strawn carbonate. I f you look at t h i s s t r u c t u r e 

9 cross- s e c t i o n , y o u ' l l see a general down-dipping p a t t e r n 

10 i n t h i s mound. 

11 And i f you also look at -- f i r s t of a l l , I 

12 t h i n k I need t o e x p l a i n these columns here. The f i r s t 

13 column here i n black i s the gamma ray, and the 

14 r e s i s t i v i t y i s i n the middle t r a c k , and the p o r o s i t y i s 

15 i n the right-most t r a c k . What I've h i g h l i g h t e d here i s 

16 every i n t e r v a l of zone t h a t has got greater than 5 

17 percent p o r o s i t y and less than 45 API u n i t s , which 

18 c l e a r l y defines carbonates. 

19 Q. I s t h a t what you've h i g h l i g h t e d i n yellow? 

20 A. That's what I've h i g h l i g h t e d i n yellow. 

21 Q. I b e l i e v e , also, the key on your c r o s s - s e c t i o n 

22 here shows the p e r f o r a t i o n s f o r each of the wells? 

23 A. Yes. The black i s p e r f o r a t i o n s and the red i s 

24 producing i n t e r v a l s . 

25 Q. Now, does t h i s show the c o n t i n u i t y , then, 
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between -- the c o n t i n u i t y i n t h i s r e s e r v o i r between these 

2 wells? 

3 A. Yes. There i s c o n t i n u i t y . 

4 Q. Based on your review of these maps and any 

5 other i n f o r m a t i o n you've reviewed on the geology i n t h i s 

6 pool, what are your g e o l o g i c a l conclusions f o r t h i s 

7 r e s e r v o i r ? 

8 A. Based on a l l the geophysical and g e o l o g i c a l 

9 s t u d i e s , I w i l l recommend t h a t -- I t h i n k t h i s i s a 

10 r e s e r v o i r t h a t has very good c a p a b i l i t y as a second 

11 recovery p o t e n t i a l , given the f a c t t h a t we've got 

12 c o n t i n u i t y , we've defin e d t h i s mound, and everything has 

13 been taken i n t o account t o ensure t h a t the work done here 

14 i s good. 

15 Q. So you t h i n k there w i l l be good f l o o d 

16 p o t e n t i a l here? 

17 A. There w i l l be very good f l o o d p o t e n t i a l . 

18 Q. Can the p o r t i o n of the pool t h a t i s included 

19 i n the proposed u n i t area be e f f i c i e n t l y and e f f e c t i v e l y 

20 operated under the u n i t p lan of development? 

21 A. Yes. 

22 Q. Were Chesapeake E x h i b i t s 11 and 12 e i t h e r 

23 prepared by you or compiled under your d i r e c t 

24 supervision? 

25 A. They're compiled by me. 
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1 MS. MUNDS-DRY: Mr. Hearing Examiner, we'd 

2 move the admission i n t o evidence of E x h i b i t s 11 and 12. 

3 EXAMINER JONES: E x h i b i t s 11 and 12 w i l l 

4 be admitted. 

5 ( E x h i b i t s 11 and 12 were admitted.) 

6 MS. MUNDS-DRY: That concludes my d i r e c t 

7 examination. 

8 EXAMINER JONES: Okay. 

9 EXAMINATION 

10 BY EXAMINER JONES: 

11 Q. Do you know much about the h i s t o r y of t h i s 

12 l i t t l e mound and how i t was discovered? Was i t 

13 discovered on some geophysics or seismic surveys? 

14 A. I be l i e v e I know a l o t of i t , yeah. I've been 

15 t o l d the h i s t o r y . I d i d not s t a r t the i n i t i a l work on 

16 i t , but I know what the h i s t o r y i s . 

17 Q. Was i t a seismic anomaly t h a t -- was i t 3D 

18 seismic? 

19 A. Yes, i t was 3D seismic t h a t helped i d e n t i f y 
20 t h i s area. 

21 Q. Did you use t h a t survey t o help on your 

22 drawing of your boundaries of t h i s ? 

23 A. Yes. The seismic helped c o n s t r a i n , i n 

24 a d d i t i o n t o the w e l l logs, c o n s t r a i n the boundaries of 

25 t h i s . 
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1 Q. Do you s t i l l have access through your company 

2 archives? 

3 A. Yes. 

4 Q. Because i t looks l i k e you don't have much 

5 c o n t r o l . You j u s t have those three w e l l s . 

6 A. Yes, we've got those three w e l l s . But the 

7 seismic played a b i g r o l e i n t h i s . 

8 Q. Did you have any core data? 

9 A. There's core data on the Runnels. That's the 

10 w e l l t o the southeast. 

11 Q. Did they core the main -- cross the i n t e r v a l 

12 over the whole core? 

13 A. Yes. And i t does show very good core and --

14 Q. Log core? 

15 A. Yes. 

16 Q. So you have a c r o s s - p l o t somewhere of the core 

17 p o r o s i t y versus l o g p o r o s i t y ? You don't need i t f o r 

18 t h i s , but --

19 A. No. I t does e x i s t . 

2 0 Q. Okay. Before I f o r g e t , the top and bottom of 

21 your u n i t i z e d i n t e r v a l , i t w i l l be i n your Unit 

22 Agreement, I know. But i s i t on t h i s type log? I want 

23 t o make sure we have on the record where -- t h a t you 

24 agree w i t h i t and every t h i n g . 

25 A. Yeah. The v e r t i c a l l i m i t s of the u n i t i z e d --
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1 the u n i t t o be -- the p o r t i o n t o be u n i t i z e d i s a hundred 

2 f e e t above the Strawn carbonate and a hundred f e e t below 

3 the Strawn carbonate. And t h i s -- from the type l o g 

4 here, t h i s i s between -- t h i s i s about 11,442 f e e t and 

5 11,738 f e e t measured depth. 

6 Q. These are a l l v e r t i c a l wells? 

7 A. (Witness nods head.) 

8 Q. This Strawn, i t seems l i k e i t can vary so 

9 q u i c k l y w i t h i n a short p e r i o d , w i t h a short l a t e r a l 

10 distance, from a n a t u r a l producer t o a dry hole out here. 

11 Do you t h i n k you've k i n d of got t h a t down from the 

12 seismic t h a t you know the l a t e r a l l i m i t s of the Strawn? 

13 What I'm saying i s , I remember d r i l l i n g a w e l l 

14 r i g h t south of Lovington, and i t was r i g h t next t o a 

15 producer and i t was a dry hole. So i t can happen out 

16 there, i t seems. 

17 A. Yes. We have t h a t s e i s m i c a l l y and log-wise 

18 defined. And also, when i t s t a t e s t h a t t h i s mound i s an 

19 i s o l a t e d mound on i t s own, and there i s not any -- I ' d 

2 0 say t h a t the seismic and the w e l l l o g we've got and a l l 

21 the process we d i d w i t h i t , i t was able t o i d e n t i f y 

22 p o r o s i t y . And also w i t h the c r o s s - p l o t s , we t h i n k the 

23 p e r m e a b i l i t y has been very w e l l d e f i n e d . 

24 Q. So t h a t seismic can see t h a t p o r o s i t y i n t e r v a l 

25 at 11,000 f e e t through a l l the s a l t and everything? 
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1 A. Well, I don't r e c a l l seeing s a l t i n t h i s area. 

2 Q. What I mean i s -- okay. There's no s a l t ? 

3 A. Well, there's --

4 Q. Way up high? 

5 A. Way up high there's s a l t . But down there, we 

6 don't get t h a t s a l t i n f l u e n c e . And using i n v e r s i o n , you 

7 can r e l a t e p o r o s i t y t o seismic a t t r i b u t e s . 

8 Q. Do you have a sonic l o g on any of these wells? 

9 A. Yes. 

10 Q. So they were able t o t i e i t in? 

11 A. Yes. 

12 Q. The water l a g i s t o the east, i s t h a t c o r r e c t , 

13 or southeast? 

14 A. On t h i s mound, i t ' s t o the southeast. 

15 Q. I s t h a t from p r o d u c t i o n h i s t o r y of t h i s w e l l 

16 t o the southeast, or i s t h a t from --

17 A. Petrophysical s t u d i e s . And also, i f you look 

18 a t the Runnels, i t ' s got a high water cut, high water 

19 production. So t h a t k i n d of t i e s i t i n w i t h the 

20 p e t r o p h y s i c a l s t u d i e s . 

21 Q. You can a c t u a l l y see i t i n your r e s i s t i v i t y ? 

22 A. Yes. I f you look a t the cross-section, you 

23 w i l l see -- coming from the n o r t h down t o the southeast, 

24 you w i l l see a gradual decrease i n r e s i s t i v i t y , and 

25 t h a t -- i t ' s very v i s i b l e t h ere. 
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1 Q. So does t h a t mean t h a t there's gas, Strawn 

2 gas, t o the northwest, or i s there any gas cap? Do you 

3 see any i n d i c a t i o n s of crossover or anything? 

4 A. The l o g a t t r i b u t e s are p r e t t y much the same 

5 from the Chambers down t o the Runnels, so I would not say 

6 t h a t there's gas. 

7 Q. Do you see t h a t the best p a r t of the Strawn t o 

8 be water flooded i s the upper p a r t of t h i s clean 

9 limestone? 

10 A. I t ' s a l g a l mound. 

11 Q. A l g a l mound? 

12 A. The e n t i r e package has got p o r o s i t y . And 

13 also -- even though we s t i l l have water down -- high 

14 water down t o the southeast, I s t i l l b e l i e v e there i s 

15 s t i l l s u f f i c i e n t hydrocarbon w i t h i n the waterway areas 

16 t h a t we could produce t h a t carbon flow. 

17 Q. Does t h i s look l i k e any other Strawn mound 

18 t h a t you've seen around t h i s area? Did you look at any 

19 of the others maybe operated by other people? 

2 0 A. I have not looked at other people's 

21 operations. And t h i s i s the one mound t h a t I have 

22 a c t u a l l y r e a l l y , r e a l l y s t u d i e d i n terms of geology and 

23 geophysics. And I don't know i f the other operators have 

24 got geophysical data t o t h e i r s , and I cannot r e a l l y t i e 

25 my work i n t o t h e i r p r oduction. I cannot speak f o r the 
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1 other mounds. 

2 EXAMINER JONES: I'm a l l out of questions. 

3 Everybody i s probably glad. I ' l l t u r n i t over t o David. 

4 EXAMINER BROOKS: I don't t h i n k I have any 

5 questions. 

6 EXAMINER JONES: We probably f o r g o t t o ask 

7 some t h i n g s . 

8 EXAMINER BROOKS: Probably. 

9 EXAMINER JONES: Thank you very much. 

10 THE WITNESS: Thank you. 

11 MS. MUNDS-DRY: With t h a t , we'd l i k e t o 

12 c a l l our next witness, Mr. Bradley. 

13 EXAMINER JONES: Mr. Bradley, you can take 

14 your coat o f f , i f you want. 

15 THE WITNESS: I t ' s f i n e . Thank you. 

16 EVERETT BRADLEY 

17 Having been f i r s t d uly sworn, t e s t i f i e d as f o l l o w s : 

18 DIRECT EXAMINATION 

19 BY MS. MUNDS-DRY: 

2 0 Q. Okay. Would you please s t a t e your f u l l name 

21 f o r the record? 

22 A. Everett Bradley. 

23 Q. By whom are you employed? 
24 A. Chesapeake Energy Company. 

25 Q. And how are you employed w i t h Chesapeake? 
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A. I'm a senior r e s e r v o i r engineer. 

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

3 D i v i s i o n , and were your c r e d e n t i a l s made a matter of 

4 record? 

5 A. Yes, I have. Yes, they were. 

6 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 s f i l e d 

7 i n these cases? 

8 A. Yes, ma'am. 

9 Q. Have you made an engineering study of the area 

10 t h a t i s i n v o l v e d i n t h i s case? 

11 A. Yes, I have. 

12 MS. MUNDS-DRY: Mr. Hearing Examiner, are 

13 Mr. Bradley's q u a l i f i c a t i o n s acceptable? 

14 EXAMINER JONES: They are. 

15 Q. (By Ms. Munds-Dry) Are you f a m i l i a r w i t h the 

16 New Mexico S t a t u t o r y U n i t i z a t i o n Act? 

17 A. Yes, ma'am. 

18 Q. And have you prepared e x h i b i t s f o r 

19 p r e s e n t a t i o n i n t h i s case? 

20 A. Yes, ma'am. 

21 Q. Let's t u r n t o what 1s been marked as Chesapeake 

22 E x h i b i t Number 13. I f y o u ' l l review t h i s f o r the 

23 Examiners. 

24 A. This i s an o r i e n t a t i o n map. I t shows the 

25 w e l l s t h a t are marked as the Shoe Bar n o r t h f i e l d . 
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1 W i t h i n t h a t f i e l d i t shows an o u t l i n e of the p a r t i c u l a r 

2 mound t h a t we would l i k e t o u n i t i z e , and i t shows the 

3 three w e l l s t h a t are i n there. 

4 And i n t h i s mound, the f i r s t w e l l t o be 

5 d r i l l e d was the Chambers Number 1 -- I'm so r r y --

6 Chambers 7 Number 1, which was November of '96. And t h a t 

7 was the f i r s t w e l l t h a t was also d r i l l e d i n the area 

8 known as the Shoe Bar n o r t h f i e l d . I n the broader 

9 grouping of mounds, there were other e a r l i e r mounds 

10 d r i l l e d , but not i n t h i s p a r t i c u l a r designation. 

11 And i t also shows the r e l a t i o n s h i p of t h i s 

12 mound t o Lovington, New Mexico, and i t ' s about 1.5 miles 

13 t o the southwest. 

14 Q. Great. I f y o u ' l l t u r n t o E x h i b i t Number 14 

15 and review t h i s document f o r the Examiners. 

16 A. This i s the hydrocarbon pore volume isopach 

17 map. I t shows the u n i t o u t l i n e i n red, and i t shows the 

18 ownership t r a c t s which have been o u t l i n e d i n t e r i o r l y i n 

19 blue, and they have been numbered 1 through 7. 

20 And each of the w e l l s i n t h i s mound are shown, 

21 and t h e i r d e s i g n a t i o n i s i n d i c a t e d i n the green c i r c l e 

22 around the A l s t o n . I t i n d i c a t e s t h a t we in t e n d t o 

23 maintain t h a t as our producing w e l l . 

24 And the t r i a n g l e -- the blue t r i a n g l e s around 

25 the other two w e l l s i n d i c a t e t h a t we in t e n d t o convert 
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1 those i n t o i n j e c t i o n s e r v i c e . 

2 Q. W i l l t h i s development be accomplished i n a 

3 s i n g l e phase? 

4 A. Yes, i t w i l l . 

5 Q. I f y o u ' l l t u r n then, Mr. Bradley, t o E x h i b i t 

6 Number 15 and review the basis f o r the p a r t i c i p a t i o n 

7 formula t h a t Chesapeake i s proposing. 

8 A. This i s the u n i t i z a t i o n formula, and t h i s 

9 t a b l e i s f i l l e d i n w i t h each t r a c t ' s value f o r each of 

10 those various percentages. And the three primary areas, 

11 the three major areas t h a t we're going t o u t i l i z e i s 

12 remaining primary, f u t u r e secondary, and the wellbores 

13 necessary t o recover the secondary reserves. And the 

14 primary w i l l be r e f l e c t e d by present r a t e and remaining 

15 primary reserves. 

16 We gave a weight of 4 0 percent t o the r a t e s , 

17 60 percent t o the reserve. We f e e l t h a t the reserve i s 

18 more r e f l e c t i v e of the value of the primary. I t ' s also 

19 p r o j e c t e d over from a l a r g e r data f i e l d . 

2 0 The f u t u r e secondary i s 75 percent, and i t ' s 

21 r e f l e c t e d by the estimated u l t i m a t e primary recovery by 

22 t r a c t , and 60 percent by the o r i g i n a l o i l i n place. We 

23 gave a higher weight t o the o r i g i n a l o i l i n place because 

24 there are many f a c t o r s t h a t can impact a primary 

25 performance, data completion, i n t e r f e r e n c e completion 
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1 techniques, mechanical problems. And we also b e l i e v e 

2 t h a t t h i s r e f l e c t s the a b i l i t y of the t r a c t t o c o n t r i b u t e 

3 t o secondary t h a t might not be seen i n the primary. 

4 And l a s t l y , we used 10 percent f o r the 

5 wellbores. And at t h i s depth, w e l l costs are w e l l i n 

6 excess of $2 m i l l i o n . So the existence of usable 

7 wellbores i s a very important c o n s i d e r a t i o n , so we've 

8 used 10 percent t o honor t h a t c o n t r i b u t i o n . 

9 Q. Thank you. I n your o p i n i o n , does t h i s formula 

10 a l l o c a t e p r o d u c t i o n t o the separately-owned t r a c t s i n the 

11 proposed u n i t on a f a i r , reasonable and eq u i t a b l e basis? 

12 A. Yes. I t ' s f a i r t o everyone. 

13 Q. W i l l u n i t i z a t i o n and adoption of the proposed 

14 u n i t i z e d methods of ope r a t i o n b e n e f i t working i n t e r e s t 

15 owners and r o y a l t y owners i n the area a f f e c t e d by t h i s 

16 a p p l i c a t i o n ? 

17 A. Yes. I t w i l l give them a d d i t i o n a l recoveries. 

18 Q. Have you prepared a w e l l performance curve f o r 

19 each of the w e l l s i n the u n i t ? 

2 0 A. Yes, I have. 

21 Q. Let's t u r n t o -- and i f you'd l i k e t o do these 

22 together, Mr. Bradley, you t e l l me -- E x h i b i t s 16, 17 and 

23 18. 

24 A. A l l r i g h t . 16, t h a t ' s the Chambers Number 1, 

25 the f i r s t w e l l d r i l l e d i n the f i e l d . This shows the 
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1 h i s t o r i c p r oduction. I t also shows a p r o j e c t i o n of the 

2 remaining o i l , gas and water. And the reserve, and t h i s 

3 i s as of 4/1/2010, the reserve was 29.7 thousand b a r r e l s , 

4 and 58.3 MMcf. 

5 And t h i s also shows the u l t i m a t e recovery 

6 under primary operations f o r t h i s w e l l , which i s 529,950 

7 b a r r e l s , 1,853,355 mcf. So t h i s curve also shows the 

8 l a s t three -- I'm s o r r y -- the f i r s t three months of 

9 2010. 

10 That prod u c t i o n shown there was averaged f o r 

11 those three months, and t h a t ' s the r a t e t h a t you see used 

12 i n the t a b l e under " r a t e . " The reserve i s the number you 

13 see i n the t a b l e under "reserve," and then the u l t i m a t e 

14 i s from t h i s curve under " u l t i m a t e . " 

15 And E x h i b i t 17 i s a s i m i l a r d i s p l a y f o r the 

16 A l s t o n 8-1, and i t shows reserves at 4,150 b a r r e l s , 

17 16,087 mcf. The u l t i m a t e here i s 157,324 -- I'm sorr y , 

18 24 b a r r e l s , and 541,504 mcf. And, again, we used the 

19 f i r s t three months of 2010 as an average r a t e which came 

2 0 from t h i s curve. 

21 Q. And E x h i b i t 18? 

22 A. And 18 i s a s i m i l a r curve f o r the Runnels 8-1. 

23 I t shows t h a t the reserve i s 34.2 thousand b a r r e l s , 124.7 

24 MMcf and an u l t i m a t e recovery of 8 9.3 thousand b a r r e l s , 

25 531.9 MMcf. 
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1 The curve, i f you look at those l a s t three 

2 months of t h i s w e l l ' s p r o d u c t i o n , which are the f i r s t 

3 three months of 2010, January and February had a l o t of 

4 down time. This w e l l was o f f more than i t was on. And 

5 then i n the t h i r d month, when we got the w e l l back on and 

6 l i n e d out, there was a surge of production, which i s also 

7 not r e p r e s e n t a t i v e of t h i s w e l l ' s normal performance. 

8 So r a t h e r than use the a c t u a l numbers on t h i s 

9 w e l l , I took the p r o j e c t e d values f o r those f i r s t three 

10 months of 2010 and used t h a t as the average. 

11 Q. Having discussed the components of r a t e and 

12 reserve used i n the u n i t i z a t i o n determination, w i l l you 

13 now discuss the development of the o r i g i n a l o i l i n place 

14 component? 

15 A. Yes. 

16 Q. We may have t o sk i p around here a l i t t l e b i t , 

17 Mr. Bradley, and I apologize f o r t h a t . But r e f e r r i n g 

18 back t o the s t r u c t u r e map, i f y o u ' l l t a l k about the 

19 o r i g i n a l o i l i n place c a l c u l a t i o n s t h a t we d i d . 

2 0 A. I f I might, t o keep i n order --

21 Q. I f you would l i k e t o go t o t h a t , sure. 

22 A. A l l t h i s i s j u s t a summary of the three curves 

23 t h a t you've already seen. So i t shows you what the 

24 e n t i r e mound has done under primary operation, and i t 

25 shows the reserve of 34,000 b a r r e l s , the u l t i m a t e -- oh, 
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1 I'm l o o k i n g at the wrong one. 

2 Q. I s t h a t E x h i b i t 19 t h a t you were r e f e r r i n g to? 

3 A. Yes, E x h i b i t 19. I'm so r r y . 

4 Q. 68,000 b a r r e l s remain. The u l t i m a t e i s 776.5 

5 MMBOE. And the s i g n i f i c a n c e of t h i s i s t h a t the primary 

6 i s i n excess of 90 percent depleted. 

7 Q. Thank you. I d i d n ' t mean t o get you out of 

8 order th e r e . 

9 Then i f we could t a l k about your o r i g i n a l o i l 

10 i n place c a l c u l a t i o n s . And I don't know -- do you want 

11 t o r e f e r t o your hydrocarbon pore volume isopach? 

12 A. I t does r e l a t e back t o Chima's e x h i b i t and my 

13 E x h i b i t 14. And as Chima p o i n t e d out, the d i p i n d i c a t e s 

14 a systematic change i n s a t u r a t i o n w i t h , n a t u r a l l y , the 

15 water s a t u r a t i o n i n c r e a s i n g as you go downdip. I n a 

16 r e s e r v o i r of t h i s type, I would normally use a VH isopach 

17 and use average values. 

18 But i n t h i s case, I don't t h i n k t h a t would be 

19 f a i r and e q u i t a b l e . So we r e l i e d upon the hydrocarbon 

2 0 pore volume map t o c a l c u l a t e the o i l i n place f o r each 

21 t r a c t , and t h a t c a l c u l a t i o n i s what you see i n the t a b l e 

22 f o r the TPF f a c t o r s . 

23 Q. Okay. I'd l i k e t o sk i p ahead, Mr. Bradley, t o 

24 E x h i b i t Number 25, which i s your w a t e r f l o o d performance 

25 curve. I f y o u ' l l review t h i s e x h i b i t f o r the Examiners. 
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1 A. A l l r i g h t . This e x h i b i t shows the t o t a l mound 

2 h i s t o r i c performance. I t shows t h a t we -- i t doesn't 

3 show, but I w i l l t e l l you t h a t we i n t e n d t o begin 

4 i n j e c t i o n i n the l a s t q u a r t e r of 2010, probably December. 

5 And t h i s shows a response, a coll a p s e of the GOR, a 

6 response i n the o i l , f o l l o w e d a t a l a t e r date w i t h some 

7 water breakthrough and i n c r e a s i n g water production and 

8 water cuts. 

9 I t shows t h a t the primary -- remaining primary 

10 would be 68,000 i f we d i d nothing, and t h a t the 

11 incremental secondary we a n t i c i p a t e on t h i s curve i s 

12 572,000 b a r r e l s . And so I ' l l leave i t at t h a t . 

13 Q. Okay. Now, i f we could go back i n order, what 

14 i s E x h i b i t Number 20? I t h i n k i t ' s your t a b l e here of 

15 w e l l r e s e r v o i r data. 

16 A. I d i d n ' t know we included t h a t . This e x h i b i t 

17 i s taken from our r e p o r t , our engineering r e p o r t . I t 

18 j u s t shows some of the p e r t i n e n t data t h a t was used t o 

19 develop some of the maps. I t also shows some data we got 

20 from d r i l l s t e m t e s t s . 

21 I t h i n k , perhaps most s i g n i f i c a n t there i s 

22 t h a t the f i r s t w e l l d r i l l e d encountered a pressure of 

23 4,200 pounds. And then as we d r i l l e d the next w e l l 

24 sometime l a t e r , i t encountered 3,400 pounds or 3,500 

25 pounds. 
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1 Also f o r e s s e n t i a l l y the e quivalent thickness, 

2 i t came i n a t a lower r a t e . So we had lower r a t e , lower 

3 pressure, i n d i c a t i n g t h a t we had conformance i n the 

4 r e s e r v o i r . 

5 Then i t also i n d i c a t e s t h a t as you go down t o 

6 the Runnels, the water s a t u r a t i o n , which i s shown i n the 

7 t h i r d grouping down, moves up t o 33 percent, and I 

8 be l i e v e t h a t ' s the s i g n i f i c a n c e . 

9 I also mention here t h a t we do have 

10 p e r m e a b i l i t y i n d i c a t i o n of around 8 m i l l i d a r c i e s . 

11 Q. I f y o u ' l l please t u r n t o what's been marked as 

12 Chesapeake E x h i b i t Number 22. 

13 A. Yes. 

14 Q. What i s t h i s packet of information? 

15 A. This i s our C-108 a p p l i c a t i o n f o r 

16 a u t h o r i z a t i o n t o i n j e c t i n t o our two proposed i n j e c t i o n 

17 w e l l s . 

18 Q. Did you prepare t h i s C-108? 

19 A. I prepared t h i s , or i t was prepared under my 

20 d i r e c t s u p e r v i s i o n . 

21 Q. Let's go through some of the high p o i n t s i n 

22 the a p p l i c a t i o n . I s t h i s the expansion of an e x i s t i n g 

23 p r o j e c t ? 

24 A. No, ma'am, i t i s n o t . This i s the c r e a t i o n o f 

25 a new p r o j e c t . 
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1 Q. How many w e l l s are inclu d e d i n t h i s 

2 a p p l i c a t i o n ? 

3 A. Two i n j e c t i o n w e l l s , the Chambers and the 

4 Runnels. 

5 Q. And what i s the plan f o r s t i m u l a t i n g the 

6 i n j e c t i o n wells? 

7 A. We w i l l j u s t a c i d i z e these w e l l s . I be l i e v e 

8 the volume was 5,000 ga l l o n s of 15 percent a c i d , HCI 

9 ac i d . 

10 Q. I s t h a t discussed on pages 34 and 35 of the 

11 Form C-108? 

12 A. Yes, I be l i e v e t h a t i s c o r r e c t . 

13 Q. Have you attached ap p r o p r i a t e logging and t e s t 

14 data on each i n j e c t o r , or has t h a t data already been 

15 f i l e d w i t h the Div i s i o n ? 

16 A. A l l the logs have been f i l e d w i t h the D i v i s i o n 

17 when they were d r i l l e d . 

18 Q. Has an i n j e c t i o n w e l l data sheet been included 

19 w i t h the C-108s f o r each proposed i n j e c t i o n well? 

20 A. Yes. Each w e l l has a t a b l e t h a t d e t a i l s i t s 

21 i n i t i a l c o n s t r u c t i o n and any work since then. There's 

22 also a t a b l e -- w e ' l l , I ' l l leave t h a t f o r f u t u r e 

23 questions. 

24 Q. Thank you f o r not g e t t i n g ahead of me. 

25 A. We don't want t o do t h a t . 
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1 Q. Does Chesapeake seek a u t h o r i t y t o commit 

2 a d d i t i o n a l w e l l s t o i n j e c t i o n a t orthodox and unorthodox 

3 l o c a t i o n s through the D i v i s i o n ' s t r a d i t i o n a l 

4 a d m i n i s t r a t i v e procedures? 

5 A. Yes. 

6 Q. I f you could t u r n then t o what -- I'm sorr y , 

7 these pages are not numbered. We intended t o do t h a t . 

8 But on t h i s E x h i b i t Number 22, i f you could l e a f t o what 

9 should be pages 11, 12 and 13. 

10 A. Yes. These are the maps. Each of our 

11 proposed w e l l s shows a h a l f - m i l e c i r c l e , an area of 

12 review, and a two-mile c i r c l e t h a t i d e n t i f i e s a l l of the 

13 w e l l s i n t h a t two-mile area. We have one of those f o r 

14 the Chambers 7-1, another one f o r the Runnels 8-1, and 

15 then a t h i r d map t h a t j u s t zooms i n on the h a l f - m i l e area 

16 j u s t f o r c l a r i t y . 

17 Q. Does t h i s e x h i b i t c o n t a i n a l l the i n f o r m a t i o n 

18 r e q u i r e d by the OCD f o r each of the w e l l s i n an area of 

19 review which penetrate the i n j e c t i o n i n t e r v a l ? 

20 A. Yes. 

21 Q. Are there plugged and abandoned w e l l s w i t h i n 

22 e i t h e r of the areas of review? 

23 A. No, there are not. 

24 Q. Have you reviewed the data a v a i l a b l e on the 

25 w e l l s w i t h i n the areas o f review f o r t h i s w a t e r f l o o d 
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1 p r o j e c t , and have you s a t i s f i e d y o u r s e l f t h a t there i s no 

2 remedial work r e q u i r e d on any of these w e l l s t o enable 

3 Chesapeake t o s a f e l y operate t h i s p r o j e c t ? 

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

5 Q. What about any f r e s h water zones? 

6 A. A l l f r e s h water zones are p r o t e c t e d . 

7 Q. What i n j e c t i o n volumes has Chesapeake proposed 

8 f o r t h i s waterflood? 

9 A. We propose 1,800 b a r r e l s of water per day per 

10 w e l l . 

11 Q. What i s the source of the i n j e c t i o n water? 

12 A. Our i n j e c t i o n water w i l l come from the Strawn 

13 form a t i o n , from w e l l s t h a t Chesapeake operates not i n 

14 t h i s u n i t but i n t h i s area, and also from Wolfcamp w e l l s 

15 t h a t Chesapeake operates. 

16 We have included water analyses from each of 

17 those sources, which of course includes Strawn. We've 

18 done c o m p a t i b i l i t y measurements both by an a l y s i s and by 

19 blending and observations i n various concentrations and 

20 temperatures. These waters are compatible. There should 

21 be no adverse consequences. 

22 Q. And w i l l Chesapeake be using any f r e s h water? 

23 A. No. We have no f r e s h water i n t h i s p r o j e c t . 

24 Q. I f we can j u s t b r i e f l y review what's been 

25 marked as E x h i b i t Number 23. 
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1 A. 23 shows the area where the supply w e l l s w i l l 

2 be loc a t e d . Our make-up water w i l l be coming from 

3 Section 11. And t h i s i s one l i k e l y route of around s i x 

4 t o seven miles t h a t w i l l b r i n g t h a t water over t o the 

5 proposed Chambers u n i t . 

6 Q. So t h a t j u s t gives you a v i s u a l of --

7 A. I t ' s j u s t f o r convenience, t o k i n d of show you 

8 where the water i s coming from and where i t ' s going. 

9 EXAMINER JONES: Thanks f o r doing t h a t . 

10 Q. W i l l the system be open or closed? 

11 A. I t ' s a closed system. 

12 Q. What i n j e c t i o n pressure i s Chesapeake 

13 proposing? 

14 A. For the Chambers, we propose 2,2 75 p s i ; and 

15 f o r the Runnels, which i s a l i t t l e deeper, we propose 

16 2,290 p s i . 

17 Q. W i l l a surface i n j e c t i o n pressure t o 0.2 

18 pounds per f o o t of depth t o the top of the i n j e c t i o n 

19 i n t e r v a l be s a t i s f a c t o r y ? 

20 A. Yes. These c a l c u l a t i o n s are based upon .2 p s i 

21 per f o o t of depth t o the top of the p e r f o r a t i o n . 

22 Q. I f a higher pressure i s needed, Chesapeake 

23 w i l l j u s t i f y the higher pressure w i t h an OCD-inspected 

24 separate t e s t ? 

25 A. Yes, ma'am. 
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1 Q. How w i l l Chesapeake monitor these w e l l s t o 

2 ensure the i n t e g r i t y of the wellbores? 

3 A. The t u b i n g casing annulus w i l l be f i l l e d w i t h 

4 an i n e r t f l u i d . We'll put a pressure gauge on t h a t 

5 annulus so we can see any change i n pressure, increase or 

6 decrease. We'll also have a pressure gauge on the 

7 i n j e c t i o n t u b i n g so we can ensure t h a t t h a t pressure 

8 doesn't exceed the authorized pressure l i m i t . 

9 Q. Are there any f r e s h water zones i n the area? 

10 A. There are. The Og a l l a l a i s present. We 

11 surveyed the OCD s i t e f o r l o c a t i o n and depth, and we 

12 found depth of water i n t h i s general area from 51 f e e t t o 

13 160 f e e t . 

14 Q. I s any i n j e c t i o n proposed i n t h a t formation? 

15 A. No i n j e c t i o n at a l l i s proposed i n t h a t area, 

16 and t h a t area i s p r o t e c t e d by m u l t i p l e casing cement 

17 sheaths. 

18 Q. I n your o p i n i o n , w i l l the proposed i n j e c t i o n 

19 i n these w e l l s pose a t h r e a t t o any underground source of 

20 d r i n k i n g water? 

21 A. No. The i n j e c t i o n w i l l be i s o l a t e d from a l l 

22 sources of d r i n k i n g water. 

23 Q. Are there f r e s h water w e l l s w i t h i n one mile of 

24 any of the proposed i n j e c t i o n wells? 

25 A. Yes, there are. I n the a p p l i c a t i o n we also 
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1 i d e n t i f y and l i s t those. 

2 Q. Did you sample those f r e s h water wells? 

3 A. We sampled w e l l s near the i n j e c t i o n w e l l and 

4 analyzed t h a t water, and t h a t a n a l y s i s i s included i n 

5 t h i s packet of data. 

6 Q. Are the w e l l s i n the p r o j e c t area p r o p e r l y 

7 completed and cased so as t o prevent any secondary 

8 recovery operations from damaging any f r e s h water i n the 

9 area? 

10 A. Yes, they are. 

11 Q. Has appropriate g e o l o g i c a l data been attached 

12 per the requirements f o r a Form C-108? 

13 A. Yes, i t i s . I t i s i n Section 8. I t ' s from 

14 our g e o l o g i s t , and i t i d e n t i f i e s the geologic 

15 d e s c r i p t i o n . 

16 Q. Does i t also give i n f o r m a t i o n on the zones 

17 above and below the Strawn? 

18 A. I t does. He's examined t h a t area and st a t e s 

19 i n t h i s a p p l i c a t i o n t h a t there are no f a u l t s or f i s s u r e s 

20 t h a t might communicate from 11,000 f e e t up t o the 

21 d r i n k i n g water at roughly 100 f e e t . 

22 Q. Has Chesapeake examined the a v a i l a b l e geologic 

23 and engineering data on t h i s r e s e r v o i r ? And as a r e s u l t 

24 of t h a t examination, have you found any evidence of open 

25 f a u l t s or other hydrologic connections between an 
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1 i n j e c t i o n i n t e r v a l and any underground source of d r i n k i n g 

2 water? 

3 A. We have examined t h a t question, and no f a u l t s 

4 or f i s s u r e s or connections have been e s t a b l i s h e d or been 

5 determined. 

6 Q. Okay. Let's t u r n t o the p o r t i o n of our 

7 a p p l i c a t i o n under the Enhanced O i l Recovery Act 

8 q u a l i f i c a t i o n . What i s E x h i b i t Number 24? 

9 A. I t ' s a l e t t e r from Chesapeake requesting the 

10 Enhanced O i l Recovery Pro j e c t q u a l i f i c a t i o n f o r recovery 

11 of o i l t a x r a t e f o r t h i s u n i t . 

12 Q. Does t h i s a p p l i c a t i o n f o r Enhanced O i l 

13 Recovery P r o j e c t q u a l i f i c a t i o n f o r the recovered o i l t a x 

14 r a t e f o r the u n i t area meet a l l the requirements of the 

15 D i v i s i o n rules? 

16 A. Yes. The a p p l i c a t i o n i s complete and provides 

17 a l l data r e q u i r e d by the r u l e s . 

18 Q. And I b e l i e v e , Mr. Bradley, t h a t i n a d d i t i o n 

19 t o the l e t t e r , you've attached c e r t a i n e x h i b i t s , i n 

20 compliance w i t h t h a t r u l e as w e l l ; i s t h a t c o r r e c t ? 

21 A. Yes, we have. 

22 Q. Okay. Without u n i t i z e d management op e r a t i o n 

23 and f u r t h e r development of the u n i t area, w i l l these 

24 reserves be wasted? 

25 A. Yes, ma'am, they w i l l be wasted. 
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1 Q. I f y o u ' l l r e f e r t o Chesapeake's E x h i b i t Number 

2 26 and review the estimated a d d i t i o n a l c a p i t a l costs t o 

3 be i n c u r r e d i n t h i s p r o j e c t . I t h i n k i t ' s a separate 

4 e x h i b i t . 

5 EXAMINER BROOKS: I t does appear there's a 

6 cost summary at the top of 26. 

7 Q. Do you have t h a t there? 

8 A. I t ' s i n the r e p o r t . I t ' s probably on the 

9 t a b l e somewhe re , but i t ' s easier f o r me t o f i n d i t . 

10 Yes. The cost, there's the cost t o convert 

11 the Chambers 8-1 and the Runnels 7-1, and t h a t ' s $175,000 

12 each. Then there's the cost t o check and do a cleanup 

13 a c i d job on the proposed producer, which i s the A l s t o n , 

14 and t h a t cost i s 75,000. I n j e c t i o n f a c i l i t i e s are 

15 estimated a t 325,000, and the water supply system, 

16 500,000, f o r a t o t a l cost of 1,250,000. 

17 Q. How much a d d i t i o n a l p r o d u c t i o n does Chesapeake 

18 expect t o o b t a i n from t h i s p r o j e c t expansion? 

19 A. We b e l i e v e t h a t the incremental o i l p r o d u c t i o n 

20 w i l l be 572,000 b a r r e l s and 580,000 mcf. 

21 Q. What about the r o y a l t y burden? 

22 A. The r o y a l t y burden i s approximately 20 

23 percent, I b e l i e v e . 

24 Q. Of the r o y a l t y burden i n the working i n t e r e s t 

25 owners, what i s t h e i r estimated a d d i t i o n a l production 
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1 from t h i s p r o j e c t ? 

2 A. The burden was 25 percent. And t h a t nets down 

3 recoveries, incremental recoveries, of 429,000 b a r r e l s of 

4 o i l , 435,000 mcf net t o the working i n t e r e s t s . 

5 Q. What i s the t o t a l value of t h i s a d d i t i o n a l 

6 production? 

7 A. The value, based on $75 per b a r r e l of o i l and 

8 $4 per mcf, the net value f o r the working i n t e r e s t owners 

9 i s $33.9 m i l l i o n . 

10 Q. I s u n i t i z e d management op e r a t i o n and f u r t h e r 

11 development of t h a t p o r t i o n of the pool which i s the 

12 subject of t h i s a p p l i c a t i o n reasonably necessary t o 

13 e f f e c t i v e l y c a r r y on secondary recovery operations? 

14 A. Yes. U n i t i z a t i o n i s necessary. 

15 Q. W i l l u n i t i z e d methods of oper a t i o n prevent 

16 waste of o i l and r e s u l t i n a reasonable p r o b a b i l i t y of 

17 the increased recovery of s u b s t a n t i a l l y more o i l from the 

18 u n i t i z e d p o r t i o n of the pool than otherwise would be 

19 recovered? 

2 0 A. Yes. 

21 Q. I f you'd i d e n t i f y what has been marked as 

22 Chesapeake E x h i b i t Number 27. 

23 A. I t ' s an engineering and geologic f e a s i b i l i t y 

24 study f o r the formation of t h i s u n i t . 

25 Q. Does i t con t a i n some of the same e x h i b i t s 
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1 we've been dis c u s s i n g today? 

2 A. I t contains the e x h i b i t s t h a t you've seen 

3 today, a d d i t i o n a l data, and a n a r r a t i v e discussion of the 

4 geologic and engineering issues t h a t l e d us t o recommend 

5 the formation of t h i s u n i t . 

6 Q. Mr. Bradley, I b e l i e v e you r e f e r r e d t o 

7 d i f f e r e n t forms of t h i s document. But what i s E x h i b i t 

8 Number 28? I t h i n k t h a t ' s your l a s t document there. 

9 A. This i s a hydrocarbon pore volume map. I t i s 

10 s i m i l a r t o the e x h i b i t s t h a t have already been presented, 

11 and i t i s also contained w i t h i n the r e p o r t . 

12 Q. W i l l approval of t h i s a p p l i c a t i o n and the 

13 implementation of the proposed w a t e r f l o o d p r o j e c t be i n 

14 the best i n t e r e s t of conservation, the preve n t i o n of 

15 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 ? 

16 A. Yes. Without u n i t i z e d operations, s i g n i f i c a n t 

17 reserves w i l l be wasted. We b e l i e v e t h a t the u n i t i z a t i o n 

18 formula t r e a t s everyone f a i r l y and e q u i t a b l y . 

19 Q. How soon does Chesapeake a n t i c i p a t e commencing 

20 enhanced recovery operations i n t h i s u n i t ? 

21 A. We a n t i c i p a t e s t a r t i n g work i n the f o u r t h 

22 q u a r t e r of 2 010 and have g r a v i t y i n j e c t i o n going i n t o the 

23 ground probably i n December of 2010. 

24 Q. Were E x h i b i t s 13 through 28 e i t h e r prepared by 

25 you or compiled under your d i r e c t supervision? 
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1 A. Yes, they were. 

2 MS. MUNDS-DRY: Mr. Hearing Examiner, we 

3 move the admission of E x h i b i t s 13 through 2 8 i n t o 

4 evidence. 

5 EXAMINER JONES: E x h i b i t s 13 through 28 

6 w i l l be admitted. 

7 ( E x h i b i t s 13 through 28 were admitted.) 

8 MS. MUNDS-DRY: That concludes my d i r e c t 

9 examination of Mr. Bradley. 

10 EXAMINER JONES: Thank you. Mr. Bradley, 

11 thank you very much. 

12 EXAMINATION 

13 BY EXAMINER JONES: 

14 Q. The API i s 43. The gas i n t h i s Strawn, i s i t 

15 sour? I t ' s probably sweet. 

16 A. I t i s . We don't have any problem w i t h H2S at 

17 t h i s time. 

18 Q. P r e t t y much no other i n e r t s ? 

19 A. No, I don't b e l i e v e there are any. 

2 0 Q. The water q u a l i t y of the Strawn water, i s 

21 i t -- you're not a n t i c i p a t i n g any problems w i t h any k i n d 

22 of i r o n or co r r o s i o n or scale? 

23 A. Well, we don't a n t i c i p a t e -- I guess we 

24 a n t i c i p a t e some s c a l i n g . I t seems l i k e you can't get 

25 away from i t . But not h i n g t h a t we're not used t o de a l i n g 
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1 w i t h , n othing t h a t won't clean up w i t h a 10, 15 percent 

2 a c i d . 

3 Q. So i t looks l i k e a t h r e e - w e l l w a t e r f l o o d , two 

4 of them p e r i p h e r a l l y i n j e c t i n g ; i s t h a t c o r r e c t ? 

5 A. Yes. 

6 Q. And what do you t h i n k about the -- now t h a t 

7 i t ' s 90 percent completed, i s there a secondary gas cap 

8 on top? 

9 A. I don't b e l i e v e so. When we looked at those 

10 three performance curves, I d i d n ' t discuss i t , but the --

11 we don't see a higher gas produc t i o n a t the highest 

12 producing w e l l . I n f a c t , the lower w e l l a c t u a l l y 

13 produces a l i t t l e more gas today than the top w e l l 

14 produces today. So I don't t h i n k we have formed a 

15 secondary gas cap. 

16 And i n the r e p o r t , I have estimated the 

17 percent of gas s a t u r a t i o n at d e p l e t i o n , were we t o go t o 

18 d e p l e t i o n , and i t c a l c u l a t e d t o be about 22 percent. 

19 I t ' s f a i r l y low gas s a t u r a t i o n even at a depleted stage, 

20 which i s why there's so much o i l l e f t as a t a r g e t . 

21 Q. So of these two i n j e c t i o n w e l l s , aren't you 

22 expecting the Chambers t o take more water? 

23 A. I do expect the Chambers t o take somewhat more 

24 water, and i n i t i a l l y perhaps not, because both w e l l s are 

25 at low pressures. But I t h i n k we w i l l b u i l d a bank and 
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1 h i t boundaries i n t h a t south w e l l f i r s t . And the w e l l i n 

2 the n o r t h , the Chambers, has so much more volume t o f i l l 

3 up. I t h i n k i t w i l l take a higher r a t e f o r a longer 

4 p e r i o d of time, but we may not see t h a t on day one. 

5 Q. What k i n d of r e s e r v o i r pressure do you t h i n k 

6 you have out there r i g h t now? Just a guess. You're the 

7 best one t o do a guess. 

8 A. I f I were guessing, you know, maybe 8- or 900 

9 pounds. 

10 Q. Okay. 

11 A. We could have taken, you know, a f l u i d l e v e l 

12 when t h a t w e l l was down f o r so long, but I d i d n ' t do i t . 

13 The operations f o l k s d i d n ' t do i t . By the time I 

14 r e a l i z e d the w e l l s were down, they were back on, so we 

15 missed t h a t . 

16 Q. That's a l l r i g h t . Did Conoco dispute your 

17 formula? Did they show up at the meeting? 

18 A. They d i d not come t o the working i n t e r e s t 

19 owners meeting. We d i d have a conference c a l l at t h e i r 

20 request. They had f i v e p a r t i c i p a n t s , two land and three 

21 from various g e o l o g i c a l d i s c i p l i n e s . We discussed a 

22 number of t h i n g s . But one t h i n g t h a t they had no dispute 

23 w i t h and was not discussed was the formula f o r the TPF. 

24 Q. TPF? 

25 A. Trac t p a r t i c i p a t i o n f o r m u l a . 
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1 Q. I don't know how you guys make any money at 2 5 

2 percent burdens. That's a l o t . I t ' s t e r r i b l e . 

3 A. I t i s a l o t . And one of the reasons t h i s 

4 works i s because we don't have t o d r i l l anything. But i f 

5 you had t o d r i l l w e l l s and bet t h a t the w a t e r f l o o d worked 

6 and pay a 25 percent burden, i t would be a 

7 head-scratcher. 

8 Q. I don't ever remember burdens being t h a t bad. 

9 A. And they weren't. 

10 Q. I guess they k i n d of got out of hand i n the 

11 l a s t 10 years. 

12 A. When p r i c e s get high, you s t a r t g i v i n g away 

13 bigger burdens. 

14 Q. The t r o u b l e i s , i t ' s a t r a p t h a t happens. 

15 When p r i c e s drop back down, you're trapped and you can't 

16 a f f o r d t o do anything. 

17 A. You can be. But sometimes you j u s t have t o 

18 t e l l people, "We can't d r i l l i t . Somebody else might, 

19 but we can't." Then sometimes they say, "Well, okay." 

20 Q. So you don't a n t i c i p a t e d r i l l i n g more w e l l s 

21 here? 

22 A. I d o n ' t a n t i c i p a t e . We w i l l moni to r t h i s f o r 

23 performance, and we have c e r t a i n expec t a t i ons . I f i t 

24 seems t h a t we ' re exceeding our expec t a t i ons , t h e r e ' s 

25 going t o be a reason f o r t h a t , and p o s s i b l y the volume. 
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1 You know, there's more p o r o s i t y or there's more 

2 something, i n which case we would look at should we d r i l l 

3 more wells? Would we get a b e t t e r sweep, or would we 

4 simply get an increased value because of the time value? 

5 We could shorten the l i f e . I doubt t h a t w i l l 

6 happen i n such a small r e s e r v o i r , but i t ' s a p o s s i b i l i t y . 

7 Q. But you're t r y i n g t o get f i l l u p as f a s t as 

8 possi b l e so you can get your best return? 

9 A. Yes. We want the best r e t u r n on the 

10 investment, and we want v e r i f i c a t i o n t h a t t h i s i s going 

11 t o work. 

12 Q. Do you s t i l l agree w i t h the 80-acre spacing? 

13 Maybe one w e l l per 80? Maybe t h a t was k i n d of a land 

14 issue, combined w i t h the o u t l i n e of t h i s p r o j e c t . As a 

15 r e s e r v o i r engineer, do you --

16 A. What I see not i n t h i s p a r t i c u l a r mound, but 

17 i n other mounds, i s t h a t w i t h i n a mound, there i s good 

18 c o n t i n u i t y . And as demonstrated here, you can q u i c k l y 

19 e f f e c t pressures at a good distance. And so t h a t would 

20 lead me t o lean toward 80 acres or more. C e r t a i n l y i t 

21 doesn't seem, from l o o k i n g at t h i s , t h a t you would have 

22 t o go t o 40s. 

23 Q. You s a i d 8 m i l l i d a r c i e s ? 

24 A. Yes. 

25 Q. Kind o f a p r e t t y f l a t Dykstra-Parsons or 
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1 whatever they used t o c a l l i t ? 

2 A. The Dykstra-Parsons f o r p e r m e a b i l i t y v a r i a t i o n 

3 i n t h i s r e s e r v o i r i s i n the r e p o r t , and I b e l i e v e i t i s 

4 .67. 

5 Q. I f o r g o t . Does t h a t mean extreme v a r i a t i o n , 

6 or i s t h a t --

7 A. I'm so r r y . I t ' s .83. And normally out i n 

8 West Texas we see numbers between maybe 7 t o 9. 

9 Q. Okay. 

10 A. So t h i s i s k i n d of i n the middle, and t h i s i s 

11 from an a c t u a l core i n t h i s mound. We'd l i k e i t t o be 

12 f l a t t e r , but i t ' s -- I t h i n k by opening up a l l the pay i n 

13 both i n j e c t o r s , we can sweep e v e r y t h i n g t h a t we can reach 

14 i n t o t h a t low pressure take p o i n t . 

15 Q. As long as you p u l l your p r o d u c t i o n w e l l down 

16 as much as you can, keep i t completed c o r r e c t l y . 

17 A. Yes. And these mounds, which are encased by a 

18 lime mud, even when you make a mistake and allow a higher 

19 pressure t o develop, you lengthen the l i f e , but I don't 

20 t h i n k you sweep th i n g s out of the r e s e r v o i r . 

21 EXAMINER JONES: Okay. Well, good luck on 

22 your p r o j e c t . 

23 David, do you have questions? 

24 EXAMINER BROOKS: No questions. 

25 EXAMINER JONES: Thanks a l o t . 
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1 MR. MILES: H e l l o , my name i s Ronald 

2 Miles. I'm a mineral owner i n Section 17, more 

3 s p e c i f i c a l l y , the Barry Hobbs Well. Can you give me some 

4 i n f o r m a t i o n on how t h i s w i l l a f f e c t t h a t l o c a t i o n ? 

5 EXAMINER JONES: I n Section 17? 

6 MR. MILES: Yes, s i r . 

7 MR. BRADLEY: I n my o p i n i o n , based on the 

8 performance, based p r i m a r i l y upon the geologic 

9 i n t e r p r e t a t i o n , we b e l i e v e t h a t t h i s mound i s encased by 

10 lime mud. We don't see -- even though there are some 

11 f a i r l y nearby producing w e l l s , we don't see i n t e r f e r e n c e 

12 between the w e l l s i n t h i s mound and those. 

13 And given the low performance of t h i s w e l l 

14 down t o the south, we don't t h i n k i t ' s -- our w e l l down 

15 t o the south, the Runnels w e l l -- we don't b e l i e v e t h a t 

16 i t ' s p u l l i n g i n from a l a r g e r r e s e r v o i r area than we have 

17 had mapped here. So I t h i n k those are the two reasons. 

18 We t h i n k i t ' s encased. 

19 Our primary reason f o r t h i n k i n g t h a t i s 

20 geophysical data and our h i s t o r y w i t h t h a t data. And 

21 secondarily, i t ' s the performance of t h i s mound and of 

22 t h i s w e l l i n p a r t i c u l a r . 

23 MR. MILES: So your w a t e r f l o o d p r o j e c t 

24 might not increase p r o d u c t i o n on t h i s other well? 

25 MR. BRADLEY: My thought i s t h a t i t won't. 
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1 My thought i s t h a t the lime mud w i l l seal these two 

2 w e l l s . 

3 MR. MILES: W i l l i t cut back on the 

4 production? 

5 MR. BRADLEY: I don't t h i n k i t w i l l a f f e c t 

6 i t at a l l . I f something were t o cause i t t o cut back, I 

7 would expect t h a t t o be i n t e r f e r e n c e of production 

8 between our w e l l and t h a t w e l l . Since we haven't seen 

9 t h a t f o r t h i s many years, I don't t h i n k we w i l l see i t 

10 again, i n d i c a t i n g t h a t we i s o l a t e d i t . I t ' s not t h a t 

11 i t ' s so f a r away, but i t ' s got the mud i n between. 

12 MR. MILES: Thank you. 

13 EXAMINER JONES: Thank you f o l k s very 

14 much. You were very p r o f e s s i o n a l i n your p r e s e n t a t i o n 

15 and very w e l l organized. Thank you very much. 

16 MS. MUNDS-DRY: We aim t o please, Mr. 

17 Jones. 

18 EXAMINER JONES: Does t h a t --

19 MS. MUNDS-DRY: That concludes our case. 

20 We ask t h a t t h i s matter be taken under advisement. 

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

22 both cases under advisement. The hearing i s concluded. 

23 * * * 

24 | 4d hereby certify thai the foregoing a-

a aomplefe record of rhe proceedings ;» 

25 fog Examiner hearing or Lose teo. 1 

heard by me on „ " 
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