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1 HEARING EXAMINER: Okay, I guess we're ready t o 

2 get s t a r t e d t h i s morning. We w i l l attempt t o hear Case 

3 14301 at 1:00 p.m. t h i s afternoon. 

4 And so the next case on the docket i s Case 

5 14300, which i s the A p p l i c a t i o n of Chesapeake Operating, 

6 Incorporated, f o r Special Rules and Regulations f o r the 

7 Southwest Willow Lake Delaware Pool, Eddy County, New 

8 Mexico. C a l l f o r appearances. 

9 MR. KELLAHIN: Mr. Examiner, I'm Tom K e l l a h i n of 

10 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 . I'm 

11 appearing t h i s morning on behalf of Chesapeake. I have 

12 three witnesses t o be sworn. 

13 HEARING EXAMINER: W i l l the witnesses please 

14 stand and st a t e your names and be sworn? 

15 MR. WESCOTT: Lee Wescott. 

16 MR. TAYLOR: Raymond Taylor. 

17 MR. BIRDSHEAD: Ed Birdshead. 

18 (Note: The r e p o r t e r placed the witnesses 

19 underoath.) 

20 MR. KELLAHIN: Mr. Examiner, Chesapeake i s 

21 before you t h i s morning t o seek D i v i s i o n approval to 

22 change the o i l allowable i n what i s described as the 

23 Southwest Willow Lake Delaware Pool. 

24 The pr e s e n t a t i o n w i l l be made by three 

25 witnesses. I have a landman t o present the ownership and 

iSK̂sSsu — — " & 
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1 operatorship i n the pool, a g e o l o g i s t t o describe the 

2 geologic events, and then a r e s e r v o i r engineer t o discuss 

3 the production and performance of the w e l l . 

4 The key w e l l here i s going t o be something 

5 c a l l e d the Mosaic 34 Federal Well 3-H. There's three of 

6 these Mosaic w e l l s . The one we're t a l k i n g about i s going 

7 t o be a very long east\west producing l a t e r a l i n the 

8 Delaware. 

9 Under the current r u l e s f o r the pool, the depth 

10 bracket o i l allowable i s 80 acres times 4$. This i s an 
V 

11 approved nonstandard g3?©#a%̂ re-n--̂ ttfHrt w i t h a p r o j e c t area 

12 c o n s i s t i n g of 160 acres. And i t i s f o u r 40 strung 

13 h o r i z o n t a l l y across the n o r t h h a l f of the south h a l f of 

14 34 . 

15 I n doing so, Chesapeake also obtained a 

16 nonstandard l o c a t i o n , so the p e n e t r a t i o n i n the Delaware 

17 i s f a r t h e r east than would be a standard setback of 330. 

18 So i t 1 s a very long h o r i z o n t a l w e l l bore. 

19 The t y p i c a l c o n f i g u r a t i o n of the allowable f o r 

20 such a p r o j e c t would be 80 b a r r e l s times four, or 320 

21 b a r r e l s of o i l a day. 

22 There i s not an issue about changing the g a s - o i l 

23 r a t i o . These are not high GOR we l l s f o r which there i s an 

24 i n c l i n a t i o n . 

25 We have sent the appropriate n o t i c e t o a l l 
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operators i n the pool, and i t i s uncontested. 

2 And we are about t o present you the evidence 

3 t h a t we be l i e v e w i l l persuade you t o increase the 

4 allowable such t h a t f o r w e l l s l i k e t h i s , they w i l l be 

5 e n t i t l e d t o a s p e c i a l depth f r a c allowable of 800 b a r r e l s 

6 of o i l . 

7 ED BIRDSHEAD, 

8 the witness herein, a f t e r f i r s t being duly sworn 

9 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 : 

10 DIRECT EXAMINATION 

11 BY MR. KELLAHIN: 

12 Q. For the record, Mr. Birdshead, would you please 

13 s t a t e your name and occupation? 

14 A. My names i s Ed Birdshead. I am a landman f o r 

15 Chesapeake Energy. 

16 Q. Where do you reside, s i r ? 

17 A. I n Oklahoma C i t y . 

18 Q. On p r i o r occasions, have you q u a l i f i e d before 

19 the D i v i s i o n as a petroleum landman? 

20 A. Yes, I have. 

21 Q. As p a r t of your r e s p o n s i b i l i t i e s f o r Chesapeake, 

22 have you and others prepared a d i s p l a y t o show the 

23 Examiner what Chesapeake believes i s the current boundary 

24 f o r the Southwest Willow Lake Delaware pool? 

25 A. Yes, we have. 
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1 Q. As p a r t o f t h a t e x e r c i s e , have you a t t e m p t e d t o 

2 l o c a t e and spot on t h i s e x h i b i t a l l t h e e x i s t i n g Delaware 

3 w e l l s t h a t a re s u b j e c t t o these p o o l s ? 

4 A. Yes, s i r . 

5 Q. I n a d d i t i o n , have you made y o u r s e l f 

6 knowledgeable about t h e o p e r a t o r s o f any Delaware o i l 

7 w e l l s t h a t a r e s u r r o u n d i n g t h i s p o o l w i t h i n a m i l e r a d i u s ? 

8 A. Yes, we have. 

9 MR. KELLAHIN: We t e n d e r Mr. Bi r d s h e a d as an 

10 e x p e r t p e t r o l e u m landman. 

11 HEARING EXAMINER: Mr. Bi r d s h e a d i s q u a l i f i e d as 

12 an e x p e r t p e t r o l e u m landman. 

13 Q. Mr. Birdshead, l e t ' s t a k e a moment, and would 

14 you t u r n t o what i s marked as E x h i b i t 1? Would you 

15 i d e n t i f y f o r t h e r e c o r d what we're l o o k i n g a t ? 

16 A. What we have here i n r e d are t h e p o o l 

17 b o u n d a r i e s , and t h e n i n green we have t he one m i l e b u f f e r 

18 around t h e p o o l . 

19 And t h e n we have two o p e r a t o r s i n t h a t one m i l e 

20 b u f f e r , Marbob Energy and Chesapeake Energy i n t h a t m i l e 

21 b u f f e r . And t h e n we have v a r i o u s o t h e r o p e r a t o r s , Marbob, 

22 Sundown Energy, LP, Lime Rock Resources, and Nearburg 

23 P r o d u c i n g w i t h i n t h e boun d a r i e s o f the p o o l . 

24 Q. Would you ta k e a moment and use t h i s d i s p l a y t o 

25 o r i e n t t h e Examiner as t o a p p r o x i m a t e l y where t h e 
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Chesapeake Mosaic 34 Federal w e l l s are located? 

2 A. At the top of the pool are the Mosaic wells 

3 which are i n the mile b u f f e r of the pool. 

4 Q. The w e l l t h a t has the data f o r which t h i s 

5 a p p l i c a t i o n i s predicated i s the northernmost Mosaic 34 

6 Federal 3-H w e l l ; i s t h a t r i g h t ? 

7 A. Yes. 

8 Q. Have you caused n o t i f i c a t i o n of t h i s hearing t o 

9 be sent t o a l l the appropriate p a r t i e s i n t h i s case? 

10 A. Yes, we have. 

11 Q. Let me d i r e c t your a t t e n t i o n t o an a f f i d a v i t 

12 executed by Ocean Munds-Dry which i s marked as E x h i b i t 2. 

13 Did Mrs. Munds-Dry f i l e t h i s and send these n o t i f i c a t i o n s 

14 pursuant t o your d i r e c t i o n s ? 

15 A. Yes, she d i d . 

16 Q. And t o the best of your knowledge, has she 

17 provided n o t i f i c a t i o n t o a l l the operators a f f e c t e d by the 

18 a p p l i c a t ion? 

19 A. Yes, she has. 

20 MR. KELLAHIN: Mr. Examiner, t h a t concludes my 

21 examination of Mr. Birdshead. We move the i n t r o d u c t i o n of 

22 E x h i b i t s 1 and 2. 

23 HEARING EXAMINER: E x h i b i t s 1 and 2 w i l l be 

24 admitted as evidence. So the spacing u n i t - - o r the 

25 was t h i s -- I guess I d i d n ' t q u i t e catch i t . I t ' s four 
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1 40; i s t h a t across t h e s e c t i o n ? I s i t t h e n o r t h h a l f o f 

2 t h e s o u t h h a l f , i s t h a t --

3 MR. KELLAHIN: Yes, i t i s . There i s a 

4 subsequent e x h i b i t t h a t we have f o r you t h a t g i v e s you t h e 

5 c o m p l e t i o n r e p o r t and t h e C102, and w i l l show what you 

6 j u s t s a i d , t h e f o u r 40, which i s i n t h e n o r t h h a l f o f t h e 

7 s o u t h h a l f o f 34. 

8 HEARING EXAMINER: Okay. And you're s e e k i n g t o 

9 change t h e depth -Ê a-c a l l o w a b l e f o r whole p o o l ? 

10 MR. KELLAHIN: Yes, s i r . 

11 HEARING EXAMINER: Okay. So you n o t i f i e d 

12 everybody w i t h i n t h e p o o l and the o p e r a t o r s w i t h i n a 

13 m i l e 

14 MR. KELLAHIN: That had Delaware w e l l s . 

15 HEARING EXAMINER: That had Delaware w e l l s t h a t 

16 were c u r r e n t o p e r a t o r s o f record? 

17 MR. KELLAHIN: Yes, s i r . 

18 HEARING EXAMINER: Okay. David, any q u e s t i o n s ? 

19 MR. BROOKS: No, I t h i n k t h a t ' s c l e a r enough. 

20 HEARING EXAMINER: Mr. Warnell? 

21 MR. WARNELL: I don't have a n y t h i n g . 

22 HEARING EXAMINER: Okay. Thanks a l o t , 

23 Mr. K e l l a h i n . 
24 MR. KELLAHIN: Mr. Examiner, a t t h i s t i m e I 

25 would c a l l Mr. Lee Wescott. Mr. Wescott i s a p e t r o l e u m 
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g e o l o g i s t f o r Chesapeake. 

2 LEE WESCOTT, 

3 t h e w i t n e s s h e r e i n , a f t e r f i r s t b e i n g d u l y sworn 

4 upon h i s o a t h , was examined and t e s t i f i e d as f o l l o w s : 

5 DIRECT EXAMINATION 

6 BY MR. KELLAHIN: 

7 Q. Mr. Wescott, f o r t h e r e c o r d , s i r , would you 

8 p l e a s e s t a t e y our name and oc c u p a t i o n ? 

9 A. My name i s Lee Wescott, I'm a s e n i o r p e t r o l e u m 

10 g e o l o g i s t w i t h Chesapeake Energy. 

11 Q. On p r i o r o c c a s i o n s have you t e s t i f i e d as an 

12 e x p e r t g e o l o g i s t b e f o r e t h e D i v i s i o n ? 

13 A. No, s i r , I have n o t . 

14 Q. Summarize f o r us when and where you o b t a i n e d 

15 your degree i n geology. 

16 A. I o b t a i n e d my degree a t the U n i v e r s i t y o f Texas 

17 a t D a l l a s . 

18 Q. And what y e a r was t h a t ? 

19 A. 1999. 

20 Q. Subsequent t o g r a d u a t i o n , have you performed 

21 g e o l o g i c r e s p o n s i b i l i t i e s i n west Texas and s o u t h e a s t e r n 

22 New Mexico? 

23 A. Yes, s i r , I have. 

24 Q. And f o r what companies have you worked? 

25 A. I've worked f o r Cohoe Resources, P r i ^ e Energy, 
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1 Ascent Energy, and w i t h Chesapeake Energy f o r the past 

2 four and a h a l f years. 

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

4 you f a m i l i a r w i t h the Delaware pool t h a t i s the subject of 

5 t h i s a p p l i c a t i o n ? 

6 A. Yes, s i r , I am. 

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

8 i n the Mosaic 34 Federal Well 3-H? 

9 A. Yes, s i r . 

10 Q. And i n a d d i t i o n , have you made a study of the 

11 other geologic components of t h i s p r o j e c t ? 

12 A. Yes, I have. 

13 MR. KELLAHIN: We tender Mr. Wescott as an 

14 expert i n petroleum geology. 

15 HEARING EXAMINER: Mr. Wescott, do you l i k e 

16 e x p l o r a t i o n or development more? 

17 THE WITNESS: Do I l i k e , i s t h a t your question? 

18 HEARING EXAMINER: Yes. 

19 THE WITNESS: I l i k e both, a c t u a l l y . 

2 0 HEARING EXAMINER: Good answer. What about 

21 limestone versus sand, shaley sand? 

22 THE WITNESS: P r i m a r i l y - - a t l e a s t i n my time 

23 spent at Chesapeake, I have worked p r i m a r i l y a l l i n deep 

24 water sandstones. Just the way t h a t our d i s t r i c t i s set 

25 up, we have ge o l o g i s t s t h a t work p a r t i c u l a r geologic 
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1 s e t t i n g s , more or les s , and a l l of my experience w i t h 

2 Chesapeake has been w i t h i n the Delaware basin surrounding 

3 deep water sandstone d e p o s i t i o n . 

4 HEARING EXAMINER: Okay. Thank you. 

5 Mr. Wescott i s q u a l i f i e d as an expert i n geology. 

6 Q. Mr. Wescott, i f y o u ' l l t u r n t o what i s marked as 

7 E x h i b i t 3, which i s a geologic cartoon, I want t o take a 

8 moment so t h a t we can f i r s t o r i e n t the Examiner as to 

9 where we are subsurface, and then w e ' l l t a l k more 

10 s p e c i f i c a l l y about the Delaware formation t h a t ' s the 

11 subject of t h i s a p p l i c a t i o n . 

12 F i r s t of a l l , i f y o u ' l l s t a r t w i t h E x h i b i t 3, 

13 f i n d f o r us which one of these Delaware mountain groups i s 

14 the productive i n t e r v a l i n the Southwest Willow Lake pool. 

15 A. That would be the Cherry Canyon. 

16 Q. When we look a t the d i s p l a y , where are we going 

17 t o f i n d the Bone Springs? 

18 A. The s t r u c t u r e map on E x h i b i t 4 i s on the top of 

19 the Bone Springs formation, which would be the base of the 

2 0 Bushy Canyon formation i n t h i s s t r a t i g r a p h i c column. 

21 Q. Have you s a t i s f i e d y o u r s e l f as you examine the 

2 2 geology t h a t the Bushy Canyon i n t e r v a l , the top of t h a t , 

23 i s a good, l o g i c a l geologic marker t h a t you can e a s i l y 

24 c o r r e l a t e from log t o log? 

2 5 A. The top of the Bone Springs? 
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I'm s o r r y , the top of the Bone Springs. 

2 A. Yes, s i r . 

3 Q. Is t h a t what you've done i n t h i s case? 

4 A. Yes, I have. 

5 Q. As you move i n t o the w e l l bores t h a t produce out 

6 of the Bju shy Canyon, what type of Reservoir would you be 

7 deal i n g with? 

8 A. Deep water sandstones. 

9 Q. I f you now t u r n w i t h me t o what i s marked as 

10 E x h i b i t 4 , take a moment and go over your process. 

11 A. I be l i e v e E x h i b i t 4 i s a s t r u c t u r e map. 

12 Q. Okay, a s t r u c t u r e map. I s t h i s s t r u c t u r e map a 

13 map t h a t you prepared, Mr. Wescott? 

14 A. Yes, s i r , i t i s . 

15 Q. When we look a t the top -- when we look at the 

16 s t r u c t u r e of the Bone Springs, t e l l us how t h i s r e f l e c t s 

17 i t s e l f as s t r u c t u r a l c h a r a c t e r i s t i c s i n t o the B\ushy 

18 Canyon. 

19 A. What you see i n s t r u c t u r e at the top of the Bone 

20 Springs i s more or less a f l a t panel of depth going up t o 

21 the west, down t o the east, s t r i k i n g north/south. 

22 Q. Is t h i s pool i n a geologic f e a t u r e f o r which 

23 s t r u c t u r e i s of s i g n i f i c a n t ? 

24 A. No, s i r , i t i s not. 

25 Q. When you d r i l l on s t r u c t u r e , w i l l t h a t matter t o 
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1 you i n terms of the p r o d u c t i v i t y of your w e l l bore? 

2 A. I t does not appear as though any of the wells 

3 contained w i t h i n t h i s pool, the production has an 

4 i n f l u e n c e b e t t e r or worse. 

5 Q. What type of r e s e r v o i r i s t h i s mechanic? 

6 A. Sandstone. 

7 Q. What type i s the dry mechanism --

8 A. S o l u t i o n gas. 

9 Q. Is there w a t e r / o i l contact somewhere i n the 

10 r e s e r v o i r t h a t ' s of s i g n i f i c a n c e t o you and other 

11 operators? 

12 A. No, s i r , there i s not. 

13 Q. When we look at the four Mosaic w e l l s t h a t 

14 Chesapeake has d r i l l e d , i s there any s i g n i f i c a n c e about 

15 the Mosaic 34 Federal 3-H t h a t makes i t s u i t a b l e f o r 

16 geologic discussion? 

17 A. Well, I bel i e v e g e o l o g i c a l l y , the three wells 

18 are very s i m i l a r t o one another. I would say the 

19 c h a r a c t e r i s t i c of the No. 3 t h a t sets i t apart from the 

20 No. 2 l i e s i n the f a c t t h a t i t was a long-reach l a t e r a l 

21 t h a t was d r i l l e d . 

22 Q. Do you have logs of s u f f i c i e n t q u a l i t y t h a t you 

23 can u t i l i z e f o r each of these three wells? 

24 A. Of the three w e l l s t h a t Chesapeake d r i l l e d , the 

25 Mosaic 34 Federal l-H, which i s located i n the south h a l f 
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1 o f t h e southwest, t h a t w e l l , we d i d d r i l l a p i l o t h o l e 

2 p r i o r t o s e t t i n g t h e k i c k - o f f p l u g and d r i l l i n g our 

3 h o r i z o n t a l l a t e r a l . We d i d n o t d r i l l a p i l o t h o l e on t h e 

4 2-H nor on t h e 3-H. 

5 Q. Wit h o u t d r i l l i n g a p i l o t w e l l i n those o t h e r two 

6 w e l l s , you would n o t t h e n have a l o g s e c t i o n across t h e 

7 e n t i r e Delaware pool? 

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

9 Q. Are you s a t i s f i e d t h a t t h e q u a l i t y o f t h e l o g 

10 f o r t h e Mosaic F e d e r a l l -H i s o f s u f f i c i e n t q u a l i t y t h a t 

11 you can make s p e c i f i c o p i n i o n s and c o n c l u s i o n s from i t ? 

12 A. I am. 

13 Q. As p a r t o f t h a t e x e r c i s e , d i d you work w i t h a 

14 r e s e r v o i r e n g i n e e r w i t h Chesapeake, Mr. Ray T a y l o r , t o 

15 f o r m u l a t e o p i n i o n s about t h e r e s e r v o i r v a l u e s t o use i n 

16 h i s work? 

17 A. Yes, I d i d . 

18 Q. And d i d t h e two o f you come t o agreement about 

19 t hose values? 

2 0 A. We d i d . 

21 Q. T e l l us, as a g e o l o g i s t , what makes the Mosaic 

22 34 F e d e r a l 3-H w e l l unique among these w e l l bores? 

23 A. Again, g e o l o g i c a l l y , I would c h a r a c t e r i z e t h e 

24 t h r e e w e l l s t o be q u i t e s i m i l a r . And what s e t s t h e 3-H 

25 a p a r t i s t h e f a c t t h a t i t ' s -- t h e l a t e r a l l e n g t h on i t i s 
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1 more than twice the l e n g t h of the 1 and the 2. 

2 Q. When you look t o the south i n Section 3, there 

3 appears t o be a number of Marbob h o r i z o n t a l w e l l bores? 

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

5 Q. Some of those w e l l bores have been d r i l l e d 

6 north/south? 

7 A. Yes. 

8 Q. And there's a couple i n here t h a t are also i n 

9 east/west o r i e n t a t i o n ? 

10 A. That i s c o r r e c t . 

11 Q. Why has Chesapeake chosen t o use an east/west 
12 o r i e n t a t i o n f o r i t s l a t e r a l s on these h o r i z o n t a l wells? 1 

13 A. The primary reason, i f you look at a l l of these f 

14 h o r i z o n t a l s t h a t were d r i l l e d , there i s a square t h a t j 

15 denotes where the surface l o c a t i o n i s and a c i r c l e t h a t j 

16 denotes where the bottom hole l o c a t i o n i s . 1 

17 And so as you can see, Chesapeake has chosen t o I 

18 d r i l l a l l three of these l a t e r a l s from east t o west. And j 

19 i f you r e c a l l i n our discussion regarding the top of the 

20 Bone Springs s t r u c t u r e , you move then up-dip t o the west. j 

21 And so, what we were hoping t o do was t o l e t 

22 g r a v i t y work i n our favor and hoped t o d r a i n these wells j 

23 back towards the -- the sump, i f you w i l l , where the pump j 

24 would be located. j 

2 5 We f e l t as though i t would be advantageous t o j 
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1 have the o i l d r a i n i n g back towards the v e r t i c a l p o r t i o n of 

2 the w e l l bore f o r production purposes. 

3 Q. Does Chesapeake plan t o d r i l l more we l l s s i m i l a r 

4 t o the Mosaic Federal 3-H well? 

5 A. Yes, we do. 

6 Q. W i l l i t be of s i g n i f i c a n c e t o you i f the o i l 

7 allowable f o r the pool i s increased t o 800 hundred b a r r e l s 

8 a day? 

9 A. I c e r t a i n l y b e l i e v e t h a t i t would. Our 

10 i n t e n t i o n s are moving forward w i t h any a d d i t i o n a l 

11 development i n here t h a t we would, again, u t i l i z e the f u l l 

12 160 acre l a t e r a l . 

13 Q. Let's t u r n now t o E x h i b i t 5 and look at the l o g 

14 f o r the Mosaic 34 Federal l-H. F i r s t of a l l , Mr. Wescott, 

15 i d e n t i f y f o r us what we're l o o k i n g at and then w e ' l l t a l k 

16 about i t . 

17 A. Well, we're lo o k i n g at a large s e c t i o n on j u s t 

18 the Mosaic 34 Federal l-H. And as you r e c a l l , I mentioned 

19 of the three w e l l s t h a t Chesapeake d r i l l e d , t h i s was the 

20 only one t h a t we -- we d r i l l e d a p i l o t hole t o l o g t h i s 

21 s e c t i o n . 

22 And so what you are lo o k i n g at i s a section of 

23 the Cherry Canyon. And what i s h i g h l i g h t e d i n yellow i s 

24 our targeted i n t e r v a l f o r when we d i d k i c k o f f i n a l l 

25 three of these wells the i n t e r v a l t h a t we were t a r g e t i n g . 

••• '••.•'»'.•!!• •;:-.:!!•.>£:: '•• : < :~- m:#<<*i.i:<XM. t , .'• .1-<.... &':-<-<mM<iiiiir*,.; . :;<-:i|.:,.S.'u. i w - i > . 
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HEARING EXAMINER: Cherry or B\ushY? 

2 THE WITNESS: Cherry Canyon. 

3 Q. Are there other w e l l s i n t h i s pool t h a t also 

4 t a r g e t the Cherry Canyon? 

5 A. I t i s my b e l i e f t h a t a l l of the h o r i z o n t a l s t h a t 

6 you see on E x h i b i t 4 t h a t are contained w i t h i n t h i s map 

7 area are t a r g e t i n g the same i n t e r v a l . 

8 

9 

Q. Approximately how t h i c k i s t h i s i n t e r v a l ? 

A. In t h i s l o c a t i o n , i t i s approximately 28 f e e t , I 

10 b e l i e v e . 

11 Q. Is t h a t g e n e r a l l y c h a r a c t e r i s t i c of the 

12 productive i n t e r v a l w i t h i n the Cherry Canyon member of the 

13 Delaware? 

14 A. That's a close approximation, c e r t a i n l y f o r the 

15 area contained w i t h i n the south h a l f of Section 34. 

16 Q. When we look at the l o g on t h i s w e l l bore, what 

17 was the s t r a t e g y f o r the h o r i z o n t a l p o r t i o n of the w e l l 

18 bore as i t went through t h i s p o r t i o n of the Cherry Canyon? 

19 A. To keep the h o r i z o n t a l p o r t i o n contained w i t h i n 

20 the h i g h l i g h t e d i n t e r v a l t h a t i s shown i n yellow on t h i s 

21 l o g s e c t i o n . 

22 Q. Do you do t h a t i n such a way t h a t you t r y to 

23 center through t h a t i n t e r v a l or not? 

24 A. Yes, we do. While d r i l l i n g the l a t e r a l , we do 

25 obviously have d i r e c t i o n a l d r i l l e r s w i t h MWD, or measured 
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1 w e l l d r i l l i n g c a p a b i l i t i e s , t h a t w i l l send back gamma ray 

2 in f o r m a t i o n while the w e l l i s being d r i l l e d . 

3 And so every 3 0 f e e t I would be o b t a i n i n g t h i s 

4 gamma ray i n f o r m a t i o n t h a t I can then t i e back t o the 

5 p i l o t hole t o ensure t h a t I am -- where i t i s t h a t I need 

6 t o be i n the d r i l l i n g of t h a t l a t e r a l . 

7 Q. Show us on t h i s example of E x h i b i t 5 how you and 

8 Mr. Taylor went about c a l c u l a t i n g the net f o o t height t h a t 

9 you associate w i t h t h i s c a l c u l a t i o n . 

10 A. We took the c h a r a c t e r i s t i c s of the h i g h l i g h t e d 

11 i n t e r v a l , but also took i n t o account t h a t when t h i s w e l l 

12 was completed, we d i d run casing on t h i s . 

13 This was a m u l t i p l e stage f r a c j o b . We took 

14 i n t o account t h a t i t was c e r t a i n l y reasonable t o believe 

15 t h a t when t h i s i n t e r v a l was f r a c t u r e s t i m u l a t e d , t h a t the 

16 f r a c t u r e would have not nec e s s a r i l y been contained 

17 s t r i c t l y w i t h i n the h i g h l i g h t e d i n t e r v a l , but th a t 

18 f r a c t u r e would go up as w e l l as down. 

19 And so i f we looked a t t h i s l o g sec t i o n as t o 

20 what would provide b a r r i e r s i n there, we f e l t as though 

21 the shale b a r r i e r t h a t ' s r i g h t around j u s t about 4,800 

22 f e e t and r i g h t at about 5,000 f e e t , t h a t those i n t e r v a l s 

23 would contain the f r a c t u r e s t i m u l a t i o n . 

24 And I believe -- you have the document i n f r o n t 

25 of you, but I believe t h a t c a l c u l a t e d out t o 178 f e e t , the 
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i n t e r v a l t h a t we believed t h a t was f r a c t u r e 

2 st i m u l a t e d . 

3 Q • I t was 174 f e e t . 

4 A. 174 . 

5 Q. That was a number t h a t you and Mr. Taylor worked 

6 out together using your best e f f o r t t o come up w i t h t h a t 

7 number? 

8 A. That i s c o r r e c t . 

9 Q. What do you do about p o r o s i t y values when you 

10 study t h i s type of work? 

11 A. We c a l c u l a t e d the cro s s - p l o t p o r o s i t y being 

12 average of neutron and de n s i t y p o r o s i t y over t h a t i n t e r v a l 

13 t h a t we f e l t contained the f r a c f o r f r a c t u r e s t i m u l a t i o n . 

14 Q. I s there core data a v a i l a b l e f o r t h a t purpose? 

15 A. No, s i r , there i s not, not i n t h i s immediate 

16 area. 

17 Q • Anything else, Mr. Wescott? 

18 A. No, s i r . 

19 MR. KELLAHIN: That concludes my examination of 

20 Mr. Wescott. And I 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 

21 3, 4, and 5. 

22 HEARING EXAMINER: E x h i b i t s 3, 4, and 5 w i l l be 

23 admitted. So d i d you say i t was j u s t -- s t a r t on the east 

24 and d r i l l west up dip? Did you guys look at Marbob's 

25 wells? Obviously, you've been r e a l successful here, so --
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1 But d i d you look at Marbob's w e l l s and decide d r i l l i n g 

2 o r i e n t a t i o n ? I mean, as f a r as the was the object t o 

3 get a good f r a c t u r e s t i m u l a t i o n or was i t your object t o 

4 i n t e r s e c t f r a c t u r e s ? 

5 THE WITNESS: There has been some work t h a t ' s 

6 been done out i n t h i s general area, not nec e s s a r i l y j u s t 

7 on the Cherry Canyon but i n the Bone Springs by ourselves 

8 as w e l l as other operators t h a t have given us i n f o r m a t i o n 

9 as t o -- as f a r as what the p r e f e r r e d p r i n c i p a l stress 

10 d i r e c t i o n i s f o r the area. 

11 And we do f e e l as though i t ' s advantageous t o 

12 o r i e n t these w e l l s east/west f o r the reasons t h a t I st a t e d 

13 e a r l i e r , but also f o r what you're b r i n g i n g up, t o 

14 i n t e r s e c t the n a t u r a l f r a c t u r e s and go normal -- as normal 

15 as possible t o the p r i n c i p a l s t r e s s d i r e c t i o n . 

16 Obviously, t r y i n g t o contain t h i s l a t e r a l w i t h i n 

17 a s t r i n g of fou r 40 acre p r o r a t i o n u n i t s , you're somewhat 

18 l i m i t e d as t o -- you can't be p e r f e c t l y normal t o t h a t 

19 p r i n c i p a l s t r e s s d i r e c t i o n and also stay w i t h i n four 40. 

20 So w i t h a l l of t h a t i n mind w i t h j u s t a choice 

21 of do you go north/south or east\west, we f e l t east/west 

22 was best. 

23 HEARING EXAMINER: Okay, so i t ' s a compromise, 

24 then, between your land and your geology, b a s i c a l l y ? 

2 5 THE WITNESS: Yes. 
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1 HEARING EXAMINER: That sand down at 5,120 or so 

2 t h a t looks l i k e what -- I mean, where i s your top of 

3 Bone Springs on t h i s l o g here? I s i t on t h i s log? 

4 THE WITNESS: I t ' s not on t h i s l o g . This i s 

5 r e a l l y j u s t -- i t i s showing j u s t the upper roughly 125 

6 fe e t of the B^ishy Canyon. 

7 HEARING EXAMINER: Okay. 

8 THE WITNESS: So you have several hundred more 

9 fee t below you before you have I say several hundred 

10 more f e e t . You have probably 30 0 more f e e t before you get 

11 t o the top of the Bone Springs. 

12 HEARING EXAMINER: Oh, wow. I t ' s r e a l t h i c k . 

13 And do you r e a l l y t h i n k t h a t f r a c job went t h a t high and 

14 t h a t low, 174 feet? 

15 THE WITNESS: Well, i n l o o k i n g at the 

16 c h a r a c t e r i s t i c s on the open hole l o g , we d i d n ' t f e e l as 

17 though t h a t i t was nec e s s a r i l y any b a r r i e r other than the 

18 shale i n t e r v a l s i n there. There's not a t h i c k , t i g h t l i n e 

19 t h a t would act as a b a r r i e r f o r t h a t f r a c . 

2 0 And so, r e a l l y , again, what we saw was at --

21 j u s t about 4,800 t o about 5,000, t h a t those shale 

22 sequences i n there were t h i c k enough t o act as a b a r r i e r 

23 t o the f r a c t u r e s t i m u l a t i o n . 

24 HEARING EXAMINER: Okay, so i t ' s a maximum? 

25 THE WITNESS: Yes. 
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1 HEARING EXAMINER: I t would never grow beyond 

2 t h a t --

3 THE WITNESS: E x a c t l y . That's c o r r e c t . 

4 HEARING EXAMINER: What about -- how much was 

5 prompted w i t h -- Do you guys have a s t i m u l a t o r o r a n y t h i n g 

6 t h a t s t i m u l a t e d t h a t t o see how much y o u r f r a c j o b 

7 a c t u a l l y d i d o r --

8 THE WITNESS: I'm c e r t a i n t h a t work was done. I 

9 don't know t h a t I would have been i n v o l v e d w i t h t h a t , w i t h 

10 t h e d e s i g n o f t h e f r a c t u r e s t i m u l a t i o n . I don't have t h a t 

11 i n f o r m a t i o n , I a p o l o g i z e . 

12 HEARING EXAMINER: What about as f a r as what 

13 would c o n t r i b u t e t o yo u r p r o d u c t i o n , i s t h i s j u s t sand? 

14 THE WITNESS: Yes, s i r , i t i s . 

15 HEARING EXAMINER: Okay. So no m a t t e r what you 

16 f r a c ' e d i f i t i s j u s t sand -- u n l e s s you g e t i n t o some 

17 water a t t h a t f r a c job? 

18 THE WITNESS: That's c o r r e c t . 

19 HEARING EXAMINER: Were you w o r r i e d about t h a t ? 

20 THE WITNESS: W e l l , c e r t a i n l y , any t i m e i n t h e 

21 Delaware you're w o r r i e d about water. 

22 HEARING EXAMINER: Okay. 

23 THE WITNESS: And i t ' s v e r y d i f f i c u l t t o s t a y 

24 away from water i n t h e Delaware. Not t h a t t h e r e i s a --

25 n e c e s s a r i l y o i l - w a t e r c o n t a c t i n the t a r g e t e d i n t e r v a l , 
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1 but because of the s t r a t i g r a p h i c complexity of the 

2 Delaware, you do have shingled or stacked i n t e r v a l s t h a t 

3 are o i l bearing, water bearing, o i l bearing, water 

4 bearing. 

5 HEARING EXAMINER: Okay. So f r a c job aside, i t 

6 was t o your advantage t o d r i l l t h a t long-reach w e l l the 

7 way you did? 

8 THE WITNESS: Absolutely. Just our basic 

9 t h i n k i n g on i t was t h a t the more l a t e r a l t h a t we could 

10 come i n t o contact w i t h the pay i n t e r v a l , the b e t t e r . 

11 And so i f you look at the -- roughly, i f we 

12 assume t h a t these are 80 acre h o r i z o n t a l s and the work 

13 t h a t has been done not only by us but by other operators 

14 t o the south, i f we compare what we a c t u a l l y contacted i n 

15 the l-H and i n the 2-H, we s t a r t e d w i t h an o f f s e t of 330 

16 f e e t from the lease l i n e and we would end at 33 0 f e e t , or 

17 no closer than t h a t t o the west l i n e of those 80 acre 

18 u n i t s . 

19 I t roughly takes 500 f e e t t o deviate o f f of a 

20 v e r t i c a l before you've a c t u a l l y landed i n t o your l a t e r a l 

21 t a r g e t . 

22 And so, i f we're j u s t t a l k i n g rough numbers, i f 

23 you look at the 330 f o o t o f f s e t and added another 500 fe e t 

24 before you're a c t u a l l y i n contact w i t h your h o r i z o n t a l 

25 t a r g e t , there i s , you know, roughly 800 or so fe e t of 
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1 nonpay i n t e r v a l . 

2 And so, you m u l t i p l y t h a t by two w e l l s and you 

3 have over a thousand f e e t t h a t you're not i n contact w i t h 

4 a productive i n t e r v a l , whereas i n d r i l l i n g a s i n g l e 

5 l a t e r a l covering the f u l l 160 acres and l o c a t i n g our 

6 surface l o c a t i o n as f a r as we could t o the east, and then 

7 we assume again t h a t 500 f e e t t o a c t u a l l y before you've 

8 contacted w i t h the t a r g e t , we spent a whole l o t more time 

9 c o n t a c t i n g productive rock than we had p r e v i o u s l y and 

10 b e l i e v e d t h a t the other operators had i n d r i l l i n g these 

11 other 80 acre h o r i z o n t a l s . 

12 HEARING EXAMINER: I s t h a t s t i l l considered a 

13 medium radius w e l l , 500 f e e t f o r the curve, or you don't 

14 t a l k of i t i n those terms? 

15 THE WITNESS: I haven't heard of i t i n those 

16 terms. You know, since we are running casing i n these 

17 w e l l s , we have t o be very cognizant of our dog-leg 

18 s e v e r i t y and t r y not t o get over 12 degrees per hundred 

19 f e e t while b u i l d i n g our angle. I don't know i f t h a t 

20 answers your question or not. 

21 HEARING EXAMINER: I t does. So where do you set 

22 your casing? I s i t down at -- where was your casing? 

23 THE WITNESS: The casing w i l l be t i e d a l l the 

24 way back up t o the top of the Delaware. So our production 

25 s t r i n g goes from the base of the s a l t s e ction a l l the way 
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1 out t o t h e t o e o f t h e h o r i z o n t a l . 

2 HEARING EXAMINER: Okay. And i t ' s n o t s l o t t e d 

3 l i n e o r a n y t h i n g o u t t h e r e , i t ' s p e r f o r a t e d ? 

4 THE WITNESS: No, s i r , i t i s p e r f o r a t e d . 

5 HEARING EXAMINER: Okay. I guess one more 

6 q u e s t i o n i s , sand i s my -- Our g e o l o g i s t i n Aztec l e c t u r e d 

7 me l a s t week about sands as b e i n g -- t h e d e f i n i t i o n o f 

8 sand b e i ng ^ a i n s i z e i n s t e a d o f what t y p e m i n e r a l s make up 

V 
9 t h e sand. So what i s t h i s sarys made out of? 

10 THE WITNESS: I t ' s v e r y f i n e - g r a i n sand. 

11 HEARING EXAMINER: I s i t q u a r t z ? 

12 THE WITNESS: Oh, I'm s o r r y , yeah. There would 

13 c e r t a i n l y be a -- I don't know t h a t I can g i v e you t h e 

14 exact m i n e r a l o g i c a l makeup, b u t i t w i l l c e r t a i n l y be 

15 p r i m a r i l y q u a r t z , yes. 

16 HEARING EXAMINER: I t ' s v e r y f i n e g r a i n ? 

17 THE WITNESS: Very f i n e g r a i n . 

18 HEARING EXAMINER: So what develops t h e p o r o s i t y 

19 i n i t , then? The t o p o f t h i s l o o k s l i k e t h e be s t 

20 p o r o s i t y . 

21 THE WITNESS: I t i s o f a g r a n u l a r p o r o s i t y . But 

22 t h i s i s n ' t secondary p o r o s i t y deve lopment , i t ' s a l l in^Ler 

2 3 g r a n u l a r . 

24 HEARING EXAMINER: I s i t b i g g e r sand a t t h e t o p 

25 o f t h i s sand, i s i t p o r t i o n - u p w a r d t y p e o f - -
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1 THE WITNESS: I t h i n k t h a t t h a t ' s an accurate 

2 statement. You know, again, speaking i n r e l a t i v e terms, 

3 what you may be seeing there i s going from the base of 

4 t h a t h i g h l i g h t e d i n t e r v a l of almost a s i l t - t y p e g r a i n size 

5 grading up i n t o very f i n e and as coarse as you may get i n 

6 t h a t higher p o r o s i t y i n t e r v a l towards the top as f i n e 

7 g r a i n . 

8 So again, from a r e l a t i v e standpoint, yes, you 

9 are g e t t i n g coarser, but you're t a l k i n g about very f i n e 

10 g r a i n sand. 

11 HEARING EXAMINER: Okay. And no q x j ^ ^ t z T i n 

12 t h i s - -

13 THE WITNESS: No, s i r we have none. 

14 HEARING EXAMINER: Your d r i l l time helps you 

15 stay i n t h a t i n t e r v a l , or j u s t your gamma ray, i s t h a t the 

16 only t h i n g you've got t o go by? 

17 THE WITNESS: Well -- yeah, gamma ray, and l i k e 

18 I say, d r i l l time, and r e a l l y , p r i m a r i l y the gamma ray. 

19 And so, i t ' s r a t h e r s u b t l e , but i f you n o t i c e i n t h a t 

2 0 h i g h l i g h t e d i n t e r v a l , the o v e r a l l gamma ray signature i n 

21 there i s q u i t e a b i t cleaner than the surrounding rock, 

22 and c e r t a i n l y as you move up i n t o -- above or below i n t o 

23 some of the shale i n t e r v a l s . 

24 And so, i t would be easy enough f o r me t o t e l l 

25 i f we had s t a r t e d t o come up or down i n a se c t i o n g e t t i n g 
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1 t o a h i g h e r gamma-ray t y p e o f r o c k , and t h e n we c o u l d 

2 r e o r i e n t our t o o l s t o g e t back over i n t o t h e mi d d l e o f 

3 t h i s i n t e r v a l . 

4 HEARING EXAMINER: Your c u t t i n g s t h a t you 

5 p u l v e r i z e d , you j u s t l o o k a t t h e gamma r a y and t h e r e a l 

6 time? 

7 THE WITNESS: We d i d u t i l i z e mud l o g g e r s i n 

8 t h i s , and so t h e y would have been a n a l y z i n g o u r samples 

9 f o r us. And we c e r t a i n l y use a l l t h e i n f o r m a t i o n t h a t we 

10 can, gamma r a y , r a t e o f p e n e t r a t i o n . And my mud l o g g e r ' s 

11 t e l l i n g me what our samples are l o o k i n g l i k e and I can 

12 t r y t o s t a y i n the be s t p a r t o f t h i s zone as p o s s i b l e . 

13 HEARING EXAMINER: So why i s t h i s w e l l so much 

14 b e t t e r b e s i d e s j u s t t h e l o n g reach? I n o t h e r words, 

15 you're coming t o get an i n c r e a s e d a l l o w a b l e here, i t l o o k s 

16 l i k e . So from g e o l o g i c p e r s p e c t i v e , why i s t h i s one so 

17 good? Frac j o b s j u s t d i d a good job? 

18 THE WITNESS: W e l l , I t h i n k t h a t t h a t c e r t a i n l y 

19 p l a y s a p a r t i n i t . As I d e s c r i b e d e a r l i e r , t h e t o t a l 

2 0 number o r amount of f o o t a g e t h a t was i n c o n t a c t w i t h t h i s 

21 r e s e r v o i r v e r s u s t h e w e l l s t h a t had been d r i l l e d 

2 2 p r e v i o u s l y out here -- and u n f o r t u n a t e l y , we don't have a 

23 p i l o t h o l e f o r t h i s . 

24 And so I can't p o i n t t o a n y t h i n g d i r e c t l y and 

25 say, you know, t h a t t h i s i s r e a l l y d i f f e r e n t . An 
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e v a l u a t i o n o f t h e open-hole d a t a t h a t I have, t h e 

2 r e s e r v o i r i s f a i r l y c o n s i s t e n t as f a r as p o r o s i t y 

3 development. 

4 And so I would n o t expect t o encounter a w e l l 

5 

6 

o u t here t h a t suddenly has v e r y d i f f e r e n t r e s e r v o i r 

c h a r a c t e r i s t i c s , i t ' s more o f a v a r i a t i o n i n o v e r a l l 

7 

8 

t h i c k n e s s o f t h e r e s e r v o i r . 

But w i t h t h e d a t a t h a t I do have, a t l e a s t i n 

9 t h e s o u t h h a l f o f S e c t i o n 34, t h a t r e s e r v o i r t h i c k n e s s i s 

10 r e l a t i v e l y u n i f o r m . 

11 HEARING EXAMINER: Okay. Ter r y ? 

12 MR. WARNELL: No q u e s t i o n s . 

13 MR. BROOKS: No q u e s t i o n s . 

14 HEARING EXAMINER: Thanks a l o t , Mr. Wescott. 

15 THE WITNESS: Thank you. 

16 MR. KELLAHIN: Mr. Examiner, a t t h i s t i m e we 

17 c a l l Mr. Raymond T a y l o r . 

18 RAYMOND TAYLOR, 

19 The w i t n e s s h e r e i n , a f t e r b e i n g d u l y sworn upon 

20 h i s o a t h was examined and t e s t i f i e d as f o l l o w s : 

21 DIRECT EXAMINATION 

22 BY MR. KELLAHIN: 

23 Q. Mr. T a y l o r , f o r t h e r e c o r d , s i r , would you 

24 p l e a s e s t a t e y o u r name and oc c u p a t i o n ? 

25 A. My name i s Raymond T a y l o r . I go by Ray. I'm a 
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s e n i o r r e s e r v o i r e n g i n e e r and I work f o r Chesapeake 

2 Energy. 

3 Q. Where do you c u r r e n t l y r e s i d e ? 

4 A. I n Oklahoma C i t y . 

5 Q- O n r a i o r o c c a s i o n s , have you t e s t i f i e d as a 

6 p e t r o l e u m landmanybefore t h i s D i v i s i o n ? 

7 A. Yes, I have. 

8 Q. As p a r t o f your r e s p o n s i b i l i t i e s f o r Chesapeake, 

9 have you examined t h e performance o f these Mosaic w e l l s i n 

10 t h i s p o o l ? 

11 A. I have. 

12 Q- I n a d d i t i o n , have you made y o u r s e l f 

13 knowledgeable about t h e o t h e r e n g i n e e r i n g components o f 

14 w e l l s i n t h i s pool? 

15 A. Yes, I have. 

16 Q- As p a r t o f your s t u d i e s , have you reached t h e 

17 c o n c l u s i o n s t h a t you're about t o express? 

18 A. Yes . 

19 Q- And have you s a t i s f i e d y o u r s e l f t h a t you have 

20 s u f f i c i e n t e n g i n e e r i n g d a t a upon which t o make those 

21 recommendations? 

22 A. I have. 

23 MR. KELLAHIN: We t e n d e r Mr. T a y l o r as an. e x p e r t 

24 p e t r o l e u m e n g i n e e r . 

25 HEARING EXAMINER: Mr. T a y l o r i s q u a l i f i e d as an 
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1 expert petroleum engineer. 

2 Q. Let's step back a moment, Mr. Taylor, and l e t ' s 

3 go back t o the permit, f o r the Examiner's b e n e f i t . 

4 R e f e r r i n g t o what i s marked as E x h i b i t 6, what do you 

5 f i n d , s i r ? 

6 A. I t ' s an A d m i n i s t r a t i v e Order numbered NSL-5888. 

7 Q. And i s t h i s the permit which was obtained f o r 

8 Chesapeake f o r which the Mosaic Federal 34 3-H w e l l was 

9 d r i l l e d ? 

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

11 Q. I f y o u ' l l set t h a t aside f o r a moment, l e t ' s 

12 look at the D i v i s i o n form C102 t h a t ' s associated w i t h the 

13 permit. And y o u ' l l f i n d t h a t on E x h i b i t No. 7. 

14 A. Yes. 

15 Q. Looking down on the survey p l a t , q u i c k l y 

16 describe f o r the Examiner the s t a r t i n g p o i n t and the 

17 ending p o i n t f o r the h o r i z o n t a l l a t e r a l f o r t h i s w e l l 

18 bore. 

19 A. Yes. F i r s t of a l l , you're looking at the n o r t h 

20 h a l f of the south h a l f of Section 34. The surface 

21 l o c a t i o n i s on the east side of the se c t i o n located 

22 approximately -- t h i s i n d i c a t e s 25 f e e t from the boundary 

23 of the s e c t i o n . 

24 The l a t e r a l would progress across the s e c t i o n 

25 from east t o west w i t h a bottom hole terminus of 350 fee t 
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1 from the west side of Section 34. 

2 Q. Would you now t u r n t o what i s marked as 

3 E x h i b i t 8? I s t h i s a c o r r e c t copy of the completion 

4 r e p o r t f o r the subject property? 

5 A. Yes, i t i s . 

6 Q. Give us a general summary of the p r o d u c t i v i t y of 

7 t h i s w e l l . 

8 A. A c t u a l l y , I can probably touch upon the 

9 p r o d u c t i v i t y of the w e l l w i t h the next e x h i b i t s a l i t t l e 

10 b e t t e r . 

11 Q. Yeah. When t h i s w e l l was i n i t i a l l y t e s t e d, what 

12 was i t s highest production rate? 

13 A. Once again, i f you -- I apologize f o r skipping 

14 ahead, but on E x h i b i t No. 9, t h i s i s a l i s t i n g of the 

15 various Delaware w e l l s t h a t are producing w i t h i n the 

16 Willow Lake Southwest pool. 

17 This i s a pool t h a t has been dominated by 

18 h o r i z o n t a l d r i l l i n g . There have only been two v e r t i c a l 

19 w e l l s i n the pool, only one of which i s s t i l l p roductive. 

20 I n f o r m a t i o n on t h i s p a r t i c u l a r E x h i b i t 9, moving 

21 from l e f t t o r i g h t across the e x h i b i t , y o u ' l l move from 

22 w e l l main t o API number, operator, l o c a t i o n , s e ction, 

23 township, range, month of f i r s t production. 

24 And then y o u ' l l have some i n i t i a l r a t e 

25 i n f o r m a t i o n , current r a t e i n f o r m a t i o n , and cumulative 

; 

PAUL BACA PROFESSIONAL COURT REPORTERS 
7fe2369f-7cd9-493e-9102-e12ebde8cbb6 



Page 32 
1 recovery t o t h i s p o i n t i n time f o r each w e l l . 

2 I f y o u ' l l drop down and look at the Mosaic 34 

3 Federal 3-H, which i s about the f o u r t h w e l l down on the 

4 h o r i z o n t a l w e l l grouping and move t o the i n i t i a l r a t e 

5 i n f o r m a t i o n , you can see t h a t t h a t w e l l produces as high 

6 as.1,066 b a r r e l s a day a t the highest p o i n t of production. 

7 JVnd 514 MCF was making 554 b a r r e l s of water. 

8 This i s the very best w e l l , obviously, 

9 h o r i z o n t a l or v e r t i c a l , t h a t has been d r i l l e d i n the pool 

10 t o date. 

11 I f y o u ' l l compare the 1,066 b a r r e l s t o the next 

12 w e l l s , which happen t o be Chesapeake's Mosaic 34 Federal 

13 l-H and 34 Federal 2-H, you can see t h a t those two w e l l s 

14 o n l y had i n i t i a l r ates of approximately 300 b a r r e l s a day. 

15 So t h i s i s r e a l l y a s i g n i f i c a n t increase i n the 

16 p r o d u c t i v i t y f o r the Delaware i n the manner i n which we 

17 d r i l l e d t h i s w e l l and completed i t . 

18 Q. Step back a moment, Mr. Taylor, and describe f o r 

19 us the generalized r e s e r v o i r c h a r a c t e r i s t i c s of the 

20 Southwest Delaware Willow Lake pool. 

21 A. Okay, w e l l , when you say r e s e r v o i r , t h a t ' s a 

22 d i f f i c u l t term, because you don't have a s i n g l e r e s e r v o i r , 

23 you have m u l t i p l e r e s e r v o i r s i n a common source of supply. 

24 The hydrocarbon bearing ones would be s o l u t i o n gas d r ^ ^ 

25 Q. Are you focusing on the Cherry Canyon, t h a t i s 
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1 the s o l u t i o n gas dr$c/r 

2 A. That i s c o r r e c t , a s o l u t i o n gas dr^/'reservoir. 

3 • You probably do have some water-bearing r e s e r v o i r s i n 

4 there, as w e l l . 

5 But once again, I want t o emphasize we're not 

6 t a l k i n g about a r e s e r v o i r , we're t a l k i n g about many small, 

7 t h i n r e s e r v o i r s i n a much l a r g e r common source of supply. 

8 Q. What i n your o p i n i o n accounts f o r the high 

9 p r o d u c t i v i t y of t h i s w e l l bore? 

10 A. Obviously, i t ' s -- and I ' l l a mplify what 

11 Mr. Wescott had said, i t ' s the length of the l a t e r a l , 

12 number one. We contacted t h a t much more r e s e r v o i r rock 

13 than the other l a t e r a l s t h a t have been d r i l l e d t o date i n 

14 t h i s pool. 

15 I w i l l say t h a t t h i s w e l l was probably f r a c t u r e 

16 t r e a t e d a l i t t l e more aggressively, at l e a s t , than the two 

17 we l l s t h a t we have completed p r e v i o u s l y . Job size was 

18 s l i g h t l y l a r g e r . We a c t u a l l y pumped more stages than we 

19 pumped i n the other two w e l l s . 

20 So that would lead me t o believe t h a t we j u s t 

21 contacted t h a t much more r e s e r v o i r and common source 

22 supply. I want t o get t h a t term i n . We contacted t h a t 

23 much more common source of supply, and th a t ' s where the 

24 p r o d u c t i v i t y i s coming from. And t h a t ' s the approach t h a t 

25 we w i l l f o l l o w i n the f u t u r e when we d r i l l a d d i t i o n a l 
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1 w e l l s . 

2 Q. I f the Examiner approves the a p p l i c a t i o n and 

3 increases the allowable f o r the pool, such as w e l l Mosaic 

4 34 Federal 3-H, and have the a b i l i t y t o produce up t o but 

5 not i n excess of 800 b a r r e l s of o i l a day, i s there a 

6 f u t u r e need f o r that? What's the advantage of doing that? 

7 A. Well, the f u t u r e need would be f o r the long 

8 l a t e r a l w e l l s t h a t would be d r i l l e d i n the f u t u r e and give 

9 us an a b i l i t y t o recoup our investment back t h a t was made 

10 d r i l l i n g those long l a t e r a l s and pumping the f r a c t u r e 

11 s t i m u l a t i o n s necessary t o contact the common source of 

12 supply. 

13 Q. When you t a l k about w e l l bores l i k e t h i s , what 

14 i s the approximate cost of t h i s well? 

15 A. This w e l l cost a l i t t l e b i t less than $5 

16 m i l l i o n , about $4.7 m i l l i o n . From a h o r i z o n t a l ' s 

17 perspective, i t ' s a r e l a t i v e l y shallow w e l l , i t ' s , you 

18 f know_^4,900 t o 5,000 f e e t i n depth. ^>But the expense comes 

19 i n dri l l . i n g . _ t h e long l a t e r a l and the completion t h a t ' s 

20 necessary. [ 
r 

\ 
21 \ Q. Have your studies caused you t o conclude t h a t 

22 there i s any r i s k t o the c o r r e l a t i v e r i g h t of the other 

23 ^ i n t e r e s t owners i f the pool r u l e s are changed t o allow an 

24 ~4 allowable 800 b a r r e l s a day? 

25 \ A. No, I don't b e l i e v e t h a t there would be any r i s k 
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t o c o r r e l a t i v e r i g h t , because as Mr. Wescott had 

described, we're t r y i n g t o contact a very t h i c k i n t e r v a l . 

There's p o t e n t i a l l y a great deal of hydrocarbons 

contained i n t h a t t h i c k i n t e r v a l , and we're j u s t t r y i n g t o 

contact as much of i t as po s s i b l e . 

However_.ey.en w i t h t h a t we s t i l l are w i t h i n the 
confines j o f the 16Q_ acre un.it t h a t t h i s p a r t i c u l a _ r ^ e l _ _ l _ 

s i t s on. And w e ' l l discuss t h a t here i n a l i t t l e b i t on 

another e x h i b i t . 

Q. Let's t u r n back now t o E x h i b i t No. 9. 

A. Yes. 

Q. Apart from drawing our a t t e n t i o n t o the type of 

a c t i v i t y of the 3-H as showing as the best w e l l i n the 

pool, i s there any other data t h a t you want t o drawn the 

Examiner's a t t e n t i o n to? 

A. There's r e a l l y nothing of s i g n i f i c a n c e . I have 

looked a t the wells i n t h i s pool -- h o r i z o n t a l w e l l s -- t o 

see i f there i s any preference t o d r i l l i n g east\west as 

opposed t o north/south. 

- Obviously, as you look at the s t r u c t u r e map 

e x h i b i t , t h i s i s dominated by east/west d r i l l i n g . We have 

a very small population of north/south w e l l s t h a t are 

d r i l l e d . 

There might be a s l i g h t preference i n w e l l 

behavior t o d r i l l east\west as opposed t o north/south, but 

PAUL BACA PROFESSIONAL COURT REPORTERS 
7fe2369f-7cd9-493e-9102-e12ebde8cbb6 



Page 36 

1 i t ' s very s l i g h t . 

2 The we l l s t h a t were d r i l l e d north/south w i t h the 

3 exception of one which was another poor p o r t i o n of the 

4 common source of supply, they behaved reasonably s i m i l a r 

5 t o the east\west w e l l s . 

6 And f r a c t u r e s t i m u l a t i o n here, you're going t o 

7 cause a f r a c t u r e t o i n i t i a t e and propagate more or less 

8 southwest t o northeast. There w i l l be a s l i g h t v a r i a t i o n 

9 and i t might not neces s a r i l y be at a 45 degree angle. 

10 So w i t h t h a t , you can see t h a t whether you 

11 o r i e n t north/south or east/west, you're s t i l l a l l o w i n g 

12 your f r a c t u r e s t o be perpendicular or reasonably 

13 perpendicular t o the h o r i z o n t a l w e l l bore. 

14 Q. I s there any need f o r the Examiner t o address 
15 changing the statewide g a s - o i l r a t i o 1 imit_ ^rojn^.wha-t—it 

16 is? 

17 A. No, there should not be at a l l . 

18 Q. Let's t u r n t o E x h i b i t 10. Can you describe t h a t 

19 f o r us? 

20 A. E x h i b i t No. 10 i s -- I ' l l c a l l i t an allowable 

21 schedule f o r the Mosaic 34 Federal 3-H. This i s h i s t o r i c 

22 data t h a t i s -- I produced i t up through the end of May of 

23 t h i s year. 

24 This document was a c t u a l l y produced before May 

25 was completed, so there i s a l i t t l e b i t of p r o j e c t i o n 
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1 i n v o lved f o r May. 

2 The r e s t of the data t h a t appears on here i s 

3 h i s t o r i c data. Working across the e x h i b i t from l e f t t o 

4 r i g h t , we have "month and year of production. 

5 Q. December of l a s t year would be the f i r s t month 

6 i n which there was produc t i o n from the well? 

7 A. That i s c o r r e c t . 

8 Q. I f we read across, what's the s i g n i f i c a n c e of 

9 having a number i n parentheses? 

10 A. Okay, when we a r r i v e over at the column e n t i t l e d 

11 "Status, the number i n parentheses i n d i c a t e s t h a t there 

12 was a c t u a l l y underproduction during t h a t month. 

13 We d i d not exceed/i-fre depth bracket allowable 

14 o f , i n t h i s p a r t i c u l a r case, 320 loarrels of day durin g 

15 t h a t month. 

16 Then obviously the converse of t h a t i s a 

17 p o s i t i v e number i n t h a t Status column which would i n d i c a t e 

18 overproduction f o r t h a t month. 

19 And as you progress across the e x h i b i t , there i s 

20 a couple of columns here f o r t e s t allowable and status 

21 based on t e s t allowable. 

22 Test allowable was requested but wasn't granted 

2 3 here, so I won't dwell on t h a t . 

24 And then we have gas production, the allowable, 

25 based on the 2000 t o 1 l i m i t i n g GOR i n t h i s p a r t i c u l a r 
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1 case. That would be [64 0MCF a day. 

2 And then, once again, a Status column f o r gas. 

3 Focusing on the Status column f o r gas, you can see durin g 

4 A p r i l and May, there were very, very small volumes of 

5 overproduction of gas -- or p r o j e c t e d overproduction, 

6 because once again, May i s a p r o j e c t e d month. 

7 But o v e r a l l , we're underproduced w i t h respect t o 

8 gas by almost 40 m i l l i o n cubic f e e t . 

9 I f you move back over t o the Status column on 

10 the o i l side of the e x h i b i t , we're overproduced about 

11 12,830 b a r r e l s at t h i s p o i n t i n time. 

12 Q. I f the Examiner agrees t o change the o i l 

13 allowable f o r the pool, the a p p l i c a t i o n i n d i c a t e s a 

14 proposed e f f e c t i v e date of January 1 of t h i s year; i s t h a t 

15 the date you're seeking? 

16 A. Yes. 

17 Q. Let's t u r n now, Mr. Taylor, t o E x h i b i t No. 11. 

18 What are we looking at here? 

19 A. E x h i b i t 11 i s , once again, an allowable 

20 schedule. I t ' s e x a c t l y i n the same format as the previous 

21 E x h i b i t No. 10. 

22 The only d i f f e r e n c e now i s t h a t I have moved 

23 from h i s t o r i c i n f o r m a t i o n t o h i s t o r i c plus p r o j e c t e d 

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

25 And the p r o j e c t e d i n f o r m a t i o n w i l l become 
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apparent when we look at the next e x h i b i t which i s a 

decline curve. 

I have p r o j e c t e d the performance of t h i s w e l l 

a l l through December of 2009. That i s the p o i n t i n time 

at which w i t h no r e l i e f from the Commission, t h i s w e l l 

would have m i t i g a t e d a l l of i t s overproduction. 
7 That's the yellow h i g h l i g h t e d c e l l here under 

8 the cum st a t u s f o r o i l . 

9 You can see t h a t i n 2009, you develop a negative 

10 number there. That would mean the w e l l would he—iit-jaan-

11 overproduced s i t u a t i o n . 

12 I f y o u ' l l focus on the O i l Production column and 

13 look at J u l y of 2 009, I'm project_ing td^a t ̂ the^we 11 w i d ^ l ^ ^ • 

14 f a l l below the depth bracket allowable of 320 b a r r e l s a 

15 day at t h a t p o i n t i n t h a t p a r t i c u l a r month. 

16 So you can see t h a t the high p r o d u c t i v i t y a t 

17 l e a s t of t h i s w e l l has been very e a r l y i n i t s l i f e , and 

18 t h a t ' s e x a c t l y what you would expect f o r a w e l l t h a t has a 

19 great deal of hyd r a u l i c f r a c t u r i n g i n a very t i g h t 

2 0 r e s e r v o i r . You would expect hyperbolic behavior and 

21 t h a t ' s c e r t a i n l y what you're g e t t i n g . 

22 And f i n a l l y , i f we focus on the Gas Production 

2 3 column, you can see t h a t there were a couple of months, as 

24 I pointed out e a r l i e r , A p r i l and May^^where we a c t u a l l y 

25 exceeded the 2000 t o 1 l i m i t e d i n GUL f o r gas 
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1 By June, t h i s p a r t i c u l a r month, I'm a n t i c i p a t i n g 

2 or p r o j e c t i n g t h a t the w e l l w i l l f a l l beneath t h a t 

3 c a p a b i l i t y t o produce t h a t . 

4 And the w e l l w i l l never have a serious problem 

5 w i t h respect t o gas production and i t s allowable. The 

6 focus would be on o i l . 

7 And you can see t h a t I'm a n t i c i p a t i n g the w e l l 

8 w i l l have produced above 120,000 b a r r e l s by the end of 

9 December of t h i s year when i t would conform t o -- or have 

10 m i t i g a t e d a l l of i t s overproduction. 

11 Q. Let's t u r n now t o the rate - t i m e curve. I t h i n k 

12 t h a t ' s E x h i b i t No. 12? 

13 A. Yes. This i s a ra t e - t i m e p l o t f o r the Mosaic 

14 Federal 3-H. You're p l o t t i n g d a i l y production values 

15 versus time-. 

r 

16 I displayed a c t u a l l y d a i l y GOR, d a i l y water, 

17 d a i l y gas, and d a i l y o i l . 

18 As you move upward across the p l o t , you can see 

19 t h a t there -- moving through d a i l y o i l data, there i s a 

20 green s o l i d l i n e . That's the -- I'm p r o j e c t i n g what the 

21 pp-rfj^J^ w i l l b e ^ i n t o the f u t u r e . 

22 And s i m i l a r l y f o r the gas, there i s a red s o l i d 

23 l i n e , t h a t ' s what I'm p r o j e c t i n g the performance of the 

24 gas w i l l be i n t o the f u t u r e . 

25 That i s based not only on the immediate data 
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1 t h a t you see before you here i n t h i s w e l l , but also i n the 

2 manner i n which our two Mosaic w e l l s and other w e l l s 

3 w i t h i n the pool have produced. 

4 But anyway, t h i s p r o j e c t i o n forward i s what I've 

5 u t i l i z e d i n E x h i b i t 11, t h a t ' s what I've u t i l i z e d t o add 

6 the p r o j e c t i o n data t o t h a t p a r t i c u l a r e x h i b i t . 

7 Q. When you look at E x h i b i t No. 12, do you see any 

8 of the e f f e c t s t h a t you might associate w i t h the change of 

9 o i l - w a t e r contact i n t h i s r e s e r v o i r ? 

10 A. Really not. I f you focus on the water 

11 production f o r t h i s w e l l , you can see t h a t i t ' s been i n 

12 the range of a thousand b a r r e l s , maybe s l i g h t l y less, up 

13 t o perhaps 1,3 00 b a r r e l s a day. 

14 I t ' s r e a l l y been p r e t t y c o n s i s t e n t . Of course 

15 e a r l y on, some of t h a t i s going t o be impacted by the load 

16 t h a t was placed w i t h the h y d r a u l i c f r a c t u r e treatments, 

17 but even since t h a t time you can see t h a t the water 

18 production has been f a i r l y uniform and consis t e n t . 

19 And t h a t ' s not unexpected w i t h respect t o 

2 0 Delaware production. We're going t o h o p e f u l l y move a l o t 

21 of o i l and gas, but we're going t o move some water, too. 

22 This w e l l i s produced w i t h an e l e c t r i c sump pump. 

23 Q. Let's look at t h i s w i t h a s l i g h t l y d i f f e r e n t 

24 perspective. Assjjjriin£__J_â ^ 

25 the exception, can you g i v e i i i m an i l l u s t r a t i o n of what 
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1 
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3 
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20 

21 

22 

23 

24 

25 

the magnitude of the f r a c i s of what would be the 

accumulated overproduction associated w i t h t h i s w e l l bore 

id put i_t_j^R--i^ej[ms of acre f e e t or area? 

A. ̂ l_^2e"ruainly. Once again, i f you move back t o 

E x h i b i t 11, w/hich was the h i s t o r i c plus p r o j e c t e d 

allowabvi«^s£Ja-tiis, and you look at the Cum Status column, 

you/^ean see t n a t por the month of June, the cum st a t u s i s 

:els . 

i s the maximum amount of overproduction 

th,at I'm a n t i c i p a t i n g the w e l l w i l l accumulate i f i t 

f u n c y ^ i s _ o j _ l j _ ^ ^ t h e c j u r r e £ ^ t ^ d e j ) t d i ^ b r a c k e t a l l o w a b l e 

o f ^3J^Jo^ 

So now i f we move on t o E x h i b i t 13, I have taken 

t h a t p a r t i c u l a r volume and t r a n s l a t e d i t v o l u m e t r i c a l l y 

i n t o an area surrounding the w e l l bore. 

At the top of the e x h i b i t i s data which r e f l e c t s 

the various p e t r o p h y s i c a l and r e s e r v o i r c h a r a c t e r i s t i c s I 

u t i l i z e d t o make t h i s c a l c u l a t i o n . The lower p o r t i o n of 

the e x h i b i t i s the c a l c u l a t i o n i t s e l f . 

And t h a t maximum accumulated overproduction of 

14,074 b a r r e l s equates t o about 1.3 acres surrounding the 

w e l l bore. So i t ' s an extremely small area volume around 

the w e l l bore. 

Q. When you analyze t h i s a p p l i c a t i o n , Mr. Taylor, 

do you see any harm or disadvantage t h a t occurs t o any of 
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1 t h e o t h e r o p e r a t o r s and i n t e r e s t owners o u t s i d e o f t h i s 

2 s p a c i n g u n i t ? 

3 A. I do n o t . 

4 Q. And summarize f o r us what you see t o be t h e 

5 advantage o f changing t h e r u l e s f o r t h e p o o l . 

6 A. Once a g a i n , t h e advantage t o changing t h e r u l e s 

7 i n t h e p o o l i s t o account f o r t h e s i g n i f i c a n t i n c r e a s e i n 

8 p r o d u c t i v i t y t h a t we have e x p e r i e n c e d by d r i l l i n g a 

9 l o n g - l a t e r a l w e l l as compared i n t o a n y t h i n g e l s e t h a t has 

10 been d r i l l e d t o date i n t h e p o o l . J 

11 Plu s , i t a l s o accounts f o r the f a c t t h a t we are 

12 more a g g r e s s i v e l y f r a c t u r e s t i m u l a t i n g these w e l l s w i t h 

13 more stages and somewhat l a r g e r t r e a t m e n t s . 

14 Q. I s i t o f h e l p t o Chesapeake i f t h e h i g h e r 

15 a l l o w a b l e i s approved t o p r o v i d e t h e i n c e n t i v e t o do t h i s 

16 t y p e o f d r i l l i n g ? 

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

18 MR. KELLAHIN: That concludes my e x a m i n a t i o n o f 

19 Mr. T a y l o r . I move f o r t h e i n t r o d u c t i o n o f h i s E x h i b i t s 6 

2 0 t h r o u g h 13. 

21 HEARING EXAMINER: E x h i b i t s 6 t h r o u g h 13 are 

22 a d m i t t e d . Mr. T a y l o r , I ' l l t r y t o go p r e t t y f a s t here. 

2 3 You have a b i g day ahead o f you. You d r i l l e d on t h e 

24. balance o f t h i s s t u f f , so we can see how w e l l -- You can' t 

25 p r e d i c t how good your w e l l i s b e f o r e you --
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1 THE WITNESS: I f we do, o n l y s l i g h t l y so. The 

2 pr e s u m p t i o n i s t h a t we're p e n e t r a t i n g o i l and gas b e a r i n g 

3 ro c k , as we're d r i l l i n g i t anyway. 

4 The shows are n o t o f tremendous s i g n i f i c a n c e . 

5 Perhaps t h e o n l y t h i n g t h a t t h e y g i v e us some a s s i s t a n c e 

6 on i s where t o p h y s i c a l l y p l a c e p e r f o r a t i o n c l u s t e r s as we 

7 p r o g r e s s t o our v a r i o u s c o m p l e t i o n stages. 

8 That's p r o b a b l y t h e b i g g e s t a s s i s t a n c e we get 

9 from t h a t i n f o r m a t i o n . 

10 HEARING EXAMINER: Your p e r f o r a t i o n c l u s t e r s 

11 would be good i f you have some s o r t o f l o g t o --

12 THE WITNESS: W e l l , o f course, we have -- i n 

13 many o f our h o r i z o n t a l h o l e s , we conduct s h u t t l e l o g g i n g 

14 o p e r a t i o n s and we g a t h e r l o g d a t a a l o n g t he l a t e r a l as 

15 w e l l . 

16 But by comparing t h a t d a t a t o what you g e t from 

17 the mud l o g g i n g i n f o r m a t i o n , t h a t a i d s you h o p e f u l l y i n 

18 p l a c i n g those p e r f o r a t i o n c l u s t e r s as w e l l as t h e y can be 

19 p l a c e d . 

2 0 HEARING EXAMINER: Okay. The 2,100 pounds, i s 

21 t h a t from y o u r d r i l l i n g g r a d i e n t ? 

22 THE WITNESS: That r e a l l y i s from d r i l l i n g 

23 g r a d i I don't r e a l l y have any bottom-hole o b s e r v a t i o n s 

24 i n t h i s area. That's more o r l e s s a s t a n d a r d p r e s s u r e 

25 g r a d i e n t f o r a p p r o x i m a t e l y 4,900 f e e t i n depth. 
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HEARING EXAMINER: Okay. But, you know, i f you 

2 d i d redo t h i s c a l c u l a t i o n and you o n l y use t h e t h i c k n e s s 

3 of y o ur sand, do you know how much acreage you would 

4 a f f e c t t h e r e ? 

5 THE WITNESS: Let me g a t h e r my c a l c u l a t o r . 

6 HEARING EXAMINER: I d i d n ' t mean t o cause t h a t , 

7 a c t u a l l y . 

8 THE WITNESS: And p r o v i d i n g t h a t t h e r e was 

9 c o n s i s t e n c y i n p o r o s i t y and water s a t u r a t i o n --

10 HEARING EXAMINER: R i g h t . 

11 THE WITNESS: C e r t a i n l y . And i f we used t h e 

12 a p p r o x i m a t e l y 28 f e e t t h a t Mr. Wescott i n d i c a t e d e a r l i e r , 

13 you'd be l o o k i n g a t -- you'd be moving from 1.3 acres t o 

14 about 8 acres t o c o n t a i n t h a t maximum o v e r p r o d u c t i o n . 

15 HEARING EXAMINER: Okay. L e t ' s see, those two 

16 w e l l s t o t h e so u t h , have t h e y been t h e r e awhile? 

17 THE WITNESS: The two Mosaic w e l l s ? Our two 

18 Mosaic w e l l s . I f y o u ' l l r e f e r back t o I guess i t ' s 

19 E x h i b i t No. 9, and t h e date o f f i r s t p r o d u c t i o n f o r each 

20 i s l i s t e d . 

21 They're n o t t e r r i b l y o l d w e l l s . The Mosaic 

22 No. 1 f i r s t produced i n May o f 2007. The Mosaic No. 2 

23 f i r s t produced i n January o f 2008. 

24 So t h e y ' r e not t e r r i b l y o l d w e l l s . None o f t h e 

25 h o r i z o n t a l d r i l l i n g here i s t e r r i b l y o l d . Most o f i t ' s 

\ 
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1 o c c u r r e d s i n c e t h e 2003, 2004 t i m e frame. 

2 HEARING EXAMINER: Do you t h i n k i t changes your 

3 s t r e s s e s i n t h a t v i c i n i t y t o where y o u r f r a c s changed a 

4 l i t t l e b i t t h e r e ? 

5 THE WITNESS: I r e a l l y don't t h i n k so. I t h i n k 

6 t h e l e a s t p r i n c i p a l s t r e s s i s t h e c o n t r o l l i n g f a c t o r . 

7 HEARING EXAMINER: 4?ore p r e s s u r e wouldn't a f f e c t 

8 i t t h a t much? 

9 THE WITNESS: I don't r e a l l y b e l i e v e so. 

10 HEARING EXAMINER: Okay. 

11 THE WITNESS: Because you're g o i n g t o c r e a t e 

12 f r a c t u r e s t h a t propagate southwest t o n o r t h e a s t , more o r 

13 l e s s . 

14 HEARING EXAMINER: Okay, so m u l t i stages on 

15 those and no C102 o r a n y t h i n g t o --

16 THE WITNESS: No. 

17 HEARING EXAMINER: Okay. Your s u r f a c e 

18 f a c i l i t i e s , are t h e y a l l t h e same? I mean, how does t h i s 

19 w e l l -- are you c o n f i d e n t i t ' s measured c o r r e c t l y i n i t s 

20 r e l a t i o n t o these o t h e r w e l l s ? 

21 THE WITNESS: Yes. 

22 HEARING EXAMINER: I t ' s common ownership, I 

23 assume, o u t t h e r e ? 

24 THE WITNESS: Yes, i t i s common ownership. 

25 There i s some commonality i n t h e f a c i l i t i e s between our 
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1 Mosaic w e l l s , b u t we ta k e g r e a t care on a month-by-month 

2 b a s i s a t t e m p t i n g t o t e s t w e l l s and make sure t h a t we're 

3 a d e q u a t e l y a l l o c a t i n g p r o d u c t i o n where i t needs t o be 

4 a l l o c a t e d . 

5 HEARING EXAMINER: Okay. That s u b m e r s i b l e pump, 

6 do you have a v a r i a b l e speed d r i v e on i t ? 

7 THE WITNESS: I b e l i e v e i t does. I'm n o t 

8 t e r r i b l y f a m i l i a r w i t h i t . 

9 HEARING EXAMINER: I s t h a t common nowadays? 

10 THE WITNESS: Yes, more o r l e s s , I b e l i e v e so. 

11 I'm n o t a p r o d u c t i o n e n g i n e e r , so I ' l l p l e a d a l i t t l e 

12 i g n o r a n c e i n t h a t realm. 

13 HEARING EXAMINER: But I guess t h e b i g t h i n g i s , 

14 are you c o n f i d e n t t h a t -- i f you d i d -- You d i d n ' t harm 

15 your r e s e r v o i r any, you don't t h i n k , by -- because i t ' s --

16 t h e t o p o f t h e r e s e r v o i r d r i v e by p r o d u c i n g as much as you 

17 can as l o n g as you can? 

18 THE WITNESS: Not a t a l l . I f you l o o k a t 

19 c l a s s i c l i t e r a t u r e , i t i n d i c a t e s t h a t i n s o l u t i o n gas 

20 d r i v e r e s e r v o i r s -- which are j u s t i n h e r e n t l y i n e f f i c i e n t 

21 r e c o v e r y mechanisms anyway, t h e volume o f r e c o v e r y f r o m a 

22 g i v e n w e l l i s r e a s o n a b l y independent o f t h e r a t e a t which 

23 i t ' s produced a t . 

24 HEARING EXAMINER: Okay. I s t h e r e such a t h i n g 

25 as a pure s o l u t i o n gas d r i v e r e s e r v o i r ? I n o t h e r words, 
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1 you got some water coming i n here. 

2 THE WITNESS: Yeah. I t h i n k you --

3 HEARING EXAMINER: You don't t h i n k i t ' s any k i n d 

4 o f water expansion o r any k i n d o f s i d e water, bottom 

5 water, a n y t h i n g --

6 THE WITNESS: I r e a l l y d o n ' t . And t h e reason 

7 I'm s a y i n g t h a t i s because we're n o t t a l k i n g about a 

8 s i n g l e r e s e r v o i r e n t i t y where w a t e r expansion can be 

9 p r o v i d i n g energy, we're t a l k i n g about so many l i t t l e 

10 d i f f e r e n t r e s e r v o i r s i n a l a r g e common source s u p p l y and 

11 t h e y ' r e a l l g o i n g t o f u n c t i o n somewhat d i f f e r e n t l y . 

12 HEARING EXAMINER: Okay. So, yeah, t h i s --

13 common source a p p l i e s i n something t h a t i s k i n d o f a 

14 d e f i n i t i o n here that, people use, b u t r e a l l y , as a 

15 r e s e r v o i r e n g i n e e r , you would -- you're s a y i n g t h e r e ' s a 

16 bunch o f l i t t l e d i f f e r e n t r e s e r v o i r s t h a t you're 

17 c o n t a c t i n g ? 

18 THE WITNESS: I would c h a r a c t e r i z e t h i s as many, 

19 many l i t t l e d i s c r e t e r e s e r v o i r s i n t h e v e r y l a r g e Cherry 

2 0 Canyon package. 

21 HEARING EXAMINER: Okay. W e l l , I ' l l pass i t on 

2 2 t o Mr. W a r n e l l . 

23 MR. WARNELL: No q u e s t i o n s . 

24 MR. BROOKS: No q u e s t i o n s . 

2 5 HEARING EXAMINER: Okay. Thanks a l o t . I 
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1 a p p r e c i a t e y o u guys coming . 

2 MR. KELLAHIN: Mr . Jones , t h a t conc ludes o u r 

3 p r e s e n t a t i o n i n t h i s case . 

4 HEARING EXAMINER: Okay. W e ' l l t a k e Case 14300 

5 under a d v i s e m e n t . 

6 

7 

8 

9 
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14 
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20 
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