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WHEREUPON, the f o l l o w i n g proceedings were had a t 

9:26 a.m.: 

EXAMINER ASHLEY: The D i v i s i o n c a l l s Case 12,328. 

MR. CARROLL: A p p l i c a t i o n of John L. Cox f o r an 

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

EXAMINER ASHLEY: C a l l f o r appearances. 

MR. CARR: May i t please the Examiner, my name i s 

W i l l i a m F. Carr w i t h the Santa Fe law f i r m Campbell, Carr, 

Berge and Sheridan. We represent John L. Cox i n t h i s 

matter, and I have one witness. 

EXAMINER ASHLEY: A d d i t i o n a l appearances? 

W i l l the witness please r i s e t o be sworn in? 

(Thereupon, the witness was sworn.) 

EXAMINER ASHLEY: Mr. Carr? 

MITCHELL E. CHENEY, 

the witness h e r e i n , a f t e r having been f i r s t duly sworn upon 

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

DIRECT EXAMINATION 

BY MR. CARR: 

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

please? 

A. M i t c h e l l E. Cheney. 

Q. Mr. Cheney, where do you reside? 

A. Houston, Texas. 

Q. By whom are you employed and i n what capacity? 
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A. I'm an independent g e o l o g i s t , self-employed. 

Q. And what i s your r e l a t i o n s h i p w i t h John L. Cox? 

A. John L. Cox purchased the prospect idea which 

t h i s l o c a t i o n i s r e l a t e d t o , from me. 

Q. Have you pr e v i o u s l y t e s t i f i e d before t h i s 

D i v i s i o n ? 

A. Yes. 

Q. At the time of t h a t testimony, were your 

c r e d e n t i a l s as an expert i n petroleum geology accepted and 

made a matter of record? 

A. Yes. 

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 f i l e d i n 

t h i s case on behalf of Mr. Cox? 

A. Yes, I am. 

Q. And are you f a m i l i a r w i t h the a d m i n i s t r a t i v e 

a p p l i c a t i o n and the a c t i o n taken thereon by the D i v i s i o n 

t h a t has r e s u l t e d i n the matter being set f o r hearing? 

A. Yes, I am. 

Q. Have you made a g e o l o g i c a l study of the area 

which i s the subject of t h i s A p p l i c a t i o n ? 

A. Yes. 

Q. Are you prepared t o share the r e s u l t s of t h a t 

work w i t h Mr. Ashley? 

A. Yes. 

MR. CARR: Mr. Ashley, we tender Mr. Cheney as an 

STEVEN T. BRENNER, CCR 
(505) 989-9317 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

6 

expert witness i n petroleum geology. 

EXAMINER ASHLEY: Mr. Cheney i s so q u a l i f i e d . 

Q. (By Mr. Carr) Would you b r i e f l y s t a t e what i t i s 

t h a t John L. Cox seeks w i t h t h i s A p p l i c a t i o n ? 

A. We'd l i k e t o d r i l l a w e l l i n the southwest corner 

of the northeast corner of Section 14, Township 12 South, 

3 3 East, Lea County. I t ' s an unorthodox l o c a t i o n which we 

ap p l i e d f o r December 21st, 1999. Our l e t t e r of a p p l i c a t i o n 

a d m i t t e d l y understates the geologic evidence t h a t we r e a l l y 

had t o support t h i s a p p l i c a t i o n . 

At the time we wrote the l e t t e r we were op e r a t i n g 

under the terms and co n d i t i o n s of two or th r e e years ago 

when I l a s t a p p l i e d f o r a j o i n t a p p l i c a t i o n . I understand 

t h a t d u r i n g t h a t time the p o l i c i e s regarding unorthodox 

l o c a t i o n s have changed, and I'm here today t o provide the 

a d d i t i o n a l evidence we need t o j u s t i f y t h i s l o c a t i o n . 

Q. What i s the name of the w e l l which i s the subject 

of t h i s A p p l i c a t i o n ? 

A. I t ' s the John L. Cox 14 A Number 1. 

Q. And what i s i t s footage l o c a t i o n i n Section 14? 

A. I t ' s 1330 from the n o r t h l i n e and 2530 from the 

east l i n e of Section 14. And again, t h a t ' s i n the 

southwest of the northeast i n Section 14. 

Q. Mr. Cheney, i s Cox E x h i b i t Number 1 a copy of the 

a d m i n i s t r a t i v e a p p l i c a t i o n which was f i l e d i n t h i s matter, 
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and attached t o t h a t as the l a s t page of the e x h i b i t , i s 

t h a t t he O i l Conservation D i v i s i o n ' s l e t t e r i n d i c a t i n g t h a t 

the data submitted was i n s u f f i c i e n t and the case would be 

set f o r hearing? 

A. Yes. 

Q. Could you review the a d d i t i o n a l work t h a t you 

have done since the l a s t attempt t o develop t h i s acreage t o 

t r y and evaluate the r e s e r v o i r and s e l e c t a w e l l l o c a t i o n ? 

A. Well, our f i r s t mapping e f f o r t was based on a 3-D 

survey we shot i n 1996. That r e s u l t e d i n the d r i l l i n g of 

the John L. Cox 14 Number 1, located i n the southeast 

q u a r t e r of Section 14. We d r i l l e d t h a t w e l l and plugged i t 

i n June, 1997. The w e l l came i n 200 f e e t low, i t was a 

v e l o c i t y bust, we overran our AFE by 100 percent because we 

t w i s t e d o f f , l o s t 5000 f e e t of d r i l l pipe. I t was j u s t a 

d i s a s t e r . 

I t wasn't u n t i l June t h i s year t h a t I had the 

f o r t i t u d e t o go back and take a second look a t t h i s t h i n g . 

At t h a t time, we reloaded the data onto a higher powered 

work s t a t i o n . We brought t o bear a more s o p h i s t i c a t e d 3-D 

i n t e r p r e t a t i o n program; i t went from a 1 6 - b i t t o a 3 2 - b i t 

system. We also i n t e g r a t e d the v e l o c i t y c o n t r o l t h a t the 

dry hole provided, the John L. Cox 14, and t h e r e was some 

show i n f o r m a t i o n from a d r i l l stem t e s t we ran i n t h a t dry 

hole t h a t we also i n t e g r a t e d . 
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So i n June we were able t o use a new software 

program, a higher powered work s t a t i o n , we had b e t t e r 

v e l o c i t y c o n t r o l and a show i n a shallower formation t h a t 

we h e r e t o f o r e had not mapped. From June t o November, we 

re-mapped i t , t i e d i t i n t o nearby prod u c t i o n and came up 

w i t h a p o r t f o l i o of new maps, a t which time I submitted i t 

t o John L. Cox as a prospect idea. A f t e r some 

c o n s i d e r a t i o n , they decided t o take the idea, and a t t h a t 

time they i n i t i a t e d the permit process. 

And December 21st, of course, we f i l e d our 

l e t t e r . We were turned down December 22nd, and here we are 

today. 

Q. Would you go t o what has been marked as Cox 

E x h i b i t Number 2 and i d e n t i f y t h a t , please? 

A. This i s an o r i e n t a t i o n land p l a t . I t focuses on 

Township 12 South, Range 3 3 East, and i n y e l l o w i s 

h i g h l i g h t e d Section 14. The red dot w i t h the arrow next t o 

i t i s our proposed l o c a t i o n . 

Q. I s the yellow acreage one State of New Mexico 

lease? 

A. Yes. 

Q. And when does t h a t lease expire? 

A. That lease expires i n 11 days. 

Q. Do you have a r i g a v a i l a b l e t o d r i l l t h i s well? 

A. I t ' s w a i t i n g r i g h t now. 

STEVEN T. BRENNER, CCR 
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Q. And you're paying f o r the r i g as we s i t here? 

A. Standby time. 

Q. Now, t h i s l o c a t i o n i s an i n t e r i o r l o c a t i o n w i t h i n 

the State of New Mexico lease; i s t h a t c o r r e c t ? 

A. Yes. 

Q. On the dedicated 40 acres, i t i s only t e n f e e t 

from the n o r t h l i n e of t h a t t r a c t ; i s t h a t r i g h t ? 

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

Q. I t ' s 110 f e e t from the west l i n e ; i s t h a t also 

r i g h t ? 

A. Correct. 

Q. Are the r e any o f f s e t operators t h a t would be 

adversely a f f e c t e d by t h i s unorthodox w e l l l o c a t i o n ? 

A. No. 

Q. I s the working i n t e r e s t 100-percent common? 

A. Yes. 

Q. And the r o y a l t y and overrides are also 100-

percent common? 

A. Yes. 

Q. There were no i n d i v i d u a l s t o whom you had t o 

provide n o t i c e of t h i s A p p l i c a t i o n — 

A. No. 

Q. — i s t h a t c o r r e c t ? 

Now, t h i s l o c a t i o n has been sele c t e d based on the 

data t h a t you have r e c e n t l y acquired and the work you have 

STEVEN T. BRENNER, CCR 
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done i n t e g r a t i n g 3-D seismic i n t o the other i n f o r m a t i o n you 

had on the formation? 

A. Correct. 

Q. What i s the primary o b j e c t i v e i n t h i s w e l l ? 

A. The Pennsylvanian formation. 

Q. And i s t h a t i n the Undesignated Bagley-

Pennsylvanian Pool? 

A. Yes. 

Q. As t o w e l l - l o c a t i o n requirements and spacing 

requirements, i s t h i s acreage governed by statewide rules? 

A. Yes. 

MR. CARR: There are s p e c i a l pool r u l e s , Mr. 

Examiner, i n e f f e c t f o r the pool, but they do not address 

spacing or w e l l - l o c a t i o n requirements; they address 

b a s i c a l l y t he v e r t i c a l i n t e r v a l s between the Bagley-

Pennsylvanian Pool and other Bagley-Pennsylvanian pools i n 

the area. I t ' s a very o l d order, Order Number R-991. 

Q. (By Mr. Carr) Mr. Cheney, are t h e r e secondary 

o b j e c t i v e s i n the well? 

A. Yes, the r e are, shallower o b j e c t i v e s i n the 

Wolfcamp formation. 

Q. Let's go t o what has been marked f o r 

i d e n t i f i c a t i o n as John L. Cox E x h i b i t Number 3. This i s 

your geologic montage, and i t ' s a la r g e e x h i b i t . I f you 

would take i t and spread i t out, I would l i k e f i r s t t o 

STEVEN.T. BRENNER, CCR 
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i d e n t i f y the component p a r t s of the e x h i b i t , and then w e ' l l 

work through i t . 

A l l r i g h t , Mr. Cheney, e x p l a i n the v a r i o u s p a r t s 

of t h i s e x h i b i t . 

A. This i s a geologic montage t h a t demonstrates the 

prospect concept. I t ' s what I showed John L. Cox t o s e l l 

the prospect idea. 

Across the top i s a geologic w e l l - l o g cross-

s e c t i o n hung on a s t r u c t u r a l datum. And then t h e r e i s a 

3-D block diagram t h a t puts t h i s i n a r e g i o n a l p e r spective. 

I t a l s o places t h i s i n a d e p o s i t i o n a l environment f o r our 

primary o b j e c t i v e . There i s a s t r u c t u r e map on top of the 

primary o b j e c t i v e , the Cisco/Canyon i n t e r v a l . And then 

I've got two seismic l i n e s on here, on the bottom r i g h t -

hand side of the montage. 

Q. Let's go t o the d e p o s i t i o n a l model and j u s t s t a r t 

w i t h t h a t . Explain what t h a t shows, and then move from 

t h e r e t o the cross-section. 

A. Okay. This i s more of a cartoon t h a t I've 

adapted from the l i t e r a t u r e f o r t h i s prospect. I t emplaces 

our primary o b j e c t i v e i n a d e p o s i t i o n a l framework t o give 

the viewer a sense of where we are g e o g r a p h i c a l l y . We're 

i n n o r t h e r n Lea County. G e o l o g i c a l l y , we're on the edge of 

the Tatum Basin. And we're on a t r e n d w i t h f i e l d s t h a t 

have produced out of Pennsylvanian- and Wolfcamp-aged 

STEVEN T. BRENNER, CCR 
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r e s e r v o i r s t h a t r i n g the Tatum Basin. The age of the 

f i e l d s on t h i s 3-D block diagram, as w e l l as the primary 

o b j e c t i v e , are Pennsylvanian. 

The cross-section across the top goes from the 

n o r t h t o the south. I ' d l i k e t o draw your a t t e n t i o n t o the 

John L. Cox w e l l on the right-hand side of the cross-

s e c t i o n . 

Q. Mr. Cheney, there's a t r a c e f o r t h i s cross-

s e c t i o n on the s t r u c t u r e map, i s there not? 

A. Yes, there i s . 

Q. Okay. 

A. And the John L. Cox State 14 Number 1 i s located 

on the s t r u c t u r e map i n the middle of the montage i n the 

southeast qu a r t e r of Section 14. And t h a t , again, i s a 

w e l l we d r i l l e d a couple years ago. 

When we d r i l l e d t h a t w e l l , we encountered a show 

i n the Pennsylvanian s e c t i o n . I t ' s h i g h l i g h t e d i n red w i t h 

t h a t t a l l t r i a n g l e there. And we d r i l l stem t e s t e d i t , i t 

recovered t h r e e b a r r e l s of f r e e o i l , some f i l t r a t e and some 

for m a t i o n water. 

When we c o r r e l a t e d t h a t w e l l i n t o the f i e l d w e l l s 

n o r t h i n Bagley, we found t h a t t h a t i n t e r v a l roughly 

c o r r e l a t e s t o one of the main producing i n t e r v a l s i n the 

Bagley f i e l d . 

Now, as we move no r t h along the c r o s s - s e c t i o n , 
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the next w e l l we encounter i s the Amerada Petroleum CR. 

Turner Number 1. I t ' s a dry hole. I want t o j u s t b r i e f l y 

p o i n t out a couple of t h i n g s about the Turner w e l l i n 

comparison t o the John L. Cox w e l l . 

The i n t e r v a l between the blue marker and the 

orange marker, the Cisco t o the Canyon, i s roughly the 

same. The gamma-ray character i s r a t t y , i t ' s got some 

carbonate and some what I've i n t e r p r e t e d t o be shale. I t ' s 

a mixed l i t h o l o g y s e c t i o n . They d r i l l - s t e m t e s t e d the 

Turner w e l l and recovered water. 

Now, as you move n o r t h t o the next w e l l , the 

Western States Producing Company Simmon Number 1, a couple 

t h i n g s happen. You gain s t r u c t u r e , the Cisco/Canyon 

i n t e r v a l t h i c k e n s , and you begin t o see a change i n 

l i t h o l o g y from a r a t t y , mixed l i t h o l o g y s e c t i o n t o a more 

carbonate-dominated s e c t i o n . This w e l l IP'd f o r 296 

b a r r e l s a day from the Cisco/Canyon i n t e r v a l , 440,000 cubic 

f e e t of gas. I t cum'd 11,000 b a r r e l s and 20 m i l l i o n cubic 

f e e t of gas. 

As you can see on the c r o s s - s e c t i o n , we move 

f u r t h e r n o r t h i n t o the f i e l d , we gain a l i t t l e b i t of 

s t r u c t u r e , and by the time we get t o the l a s t two w e l l s on 

the c r o s s - s e c t i o n , our Cisco/Canyon i n t e r v a l has thickened 

markedly from our John L. Cox w e l l . The gamma-ray s e c t i o n 

has gone from a r a t t y , mixed l i t h o l o g y s e c t i o n t o a nice 
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clean carbonate sign a t u r e , and you can see by the p e r f ' d 

i n t e r v a l s t h a t we've developed p o r o s i t y . 

And so a l o t of t h i n g s have happened as we've 

made the t r e k from the John L. Cox w e l l n o r t h a l l the way 

i n t o t he Bagley. We've thickened our i n t e r v a l , we've 

increased the carbonate percentage, we've developed 

p o r o s i t y . 

• What the seismic i n here has done i s help us t r y 

and model what might be happening t o the r e s e r v o i r between 

Bagley and our Cox w e l l . 

The next two dis p l a y s I want t o — or next two 

pieces of t h i s montage I want t o draw your a t t e n t i o n t o are 

these two seismic l i n e s here. The f i r s t one, the John L. 

Cox 14 l i n e , which i s on the bottom r i g h t - h a n d side of the 

montage, i s an east-west seismic l i n e t h a t goes through the 

John L. Cox w e l l . 

There i s a blue marker and an orange marker t h a t 

brackets a y e l l o w - h i g h l i g h t e d anomaly on t h i s seismic l i n e . 

The blue-orange i n t e r v a l i s the Cisco/Canyon i n t e r v a l t h a t 

we've j u s t t a l k e d about on the w e l l - l o g c r o s s - s e c t i o n . The 

d r i l l stem t e s t would be r i g h t i n the middle of t h a t 

i n t e r v a l a t the p o i n t of the John L. Cox w e l l . 

As we move west from t h a t w e l l , a couple t h i n g s 

s t a r t t o happen i n t h a t i n t e r v a l . We see a sag on the 

orange marker, we see the amplitude change from a high 
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amplitude black/white r e f l e c t o r t o a dim low-amplitude 

r e f l e c t o r , and we see the i n c i p i e n t beginnings of s t r u c t u r e 

on top of the blue, which i s the Cisco marker. 

We i d e n t i f i e d t h a t anomaly when we went back and 

d i d t h i s re-work and s t a r t e d t o look a t d i f f e r e n t seismic 

l i n e s i n t h i s survey throughout the s e c t i o n and found t h i s 

s i g n a t u r e a c t u a l l y improves s i g n i f i c a n t l y t o the n o r t h . 

The place where we optimize t h a t improvement i s 

i n t h i s other seismic l i n e I want t o show you, and t h a t ' s 

the proposed w e l l seismic l i n e . That's an east-west l i n e 

t h a t goes through our proposed l o c a t i o n . Now, on t h i s l i n e 

t h e r e are a l l the same a t t r i b u t e s I j u s t p o i n t e d out on the 

Cox l i n e , only they're a l o t b e t t e r developed. The sag i s 

s i g n i f i c a n t l y more, the s t r u c t u r a l change from the o f f - r e e f 

f a c i e s t o the ree f f a c i e s i s s i g n i f i c a n t , and the amplitude 

s i g n a t u r e i s remarkable compared t o the Cox l i n e . And the 

isochron t h i c k e n i n g i s much t h i c k e r here. 

These seismic a t t r i b u t e s , I t h i n k , are 

c o r r e l a t i v e t o a change i n l i t h o l o g y and a change i n 

p o r o s i t y . And I t h i n k what i t means i s t h a t we've gone 

from a mixed l i t h o l o g y s e c t i o n t o a carbonate s e c t i o n , and 

t h a t ' s what i n p a r t accounts f o r the amplitude anomaly. 

What sets up high-amplitude r e f l e c t o r s i s change i n 

l i t h o l o g y . I f there's no change i n l i t h o l o g y , there's no 

change i n amplitude. 
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And then secondly, i f p o r o s i t y develops i t slows 

down the v e l o c i t y of the acoustic s i g n a l t r a v e l i n g through 

the rock. And my hope i s , and our i n t e r p r e t a t i o n i s t h a t 

the reason we have t h i s sag here i s t h a t we've developed 

some p o r o s i t y i n t h e r e , and t h a t ' s what's caused t h i s t h i n g 

t o sag on us, t o give us an isochron t h i c k e n i n g . 

So these three a t t r i b u t e s combined are what I've 

used t o f i n d our best l o c a t i o n on t h i s prospect. 

Q. When you look a t these a t t r i b u t e s , i s n ' t i t 

p o s s i b l e t h a t you have a t t h i s l o c a t i o n r e s e r v o i r t h a t i s 

comparable t o what you have shown t o the n o r t h on the 

cro s s - s e c t i o n , on the l o g t o the l e f t of the cross-section? 

A. Yes. 

Q. Now, you're t a l k i n g about seismic a t t r i b u t e s . 

You're l o o k i n g f o r the best a t t r i b u t e s when you're t r y i n g 

t o p i c k a l o c a t i o n ; i s n ' t t h a t c o r r e c t ? 

A. Yes. 

Q. You've referenced three of them. What are those 

three? 

A. The thr e e a t t r i b u t e s are s t r u c t u r e , isochron 

t h i c k e n i n g , which i s the thickness of t h i s carbonate 

b u i l d u p , and a m p l i t u d e , which i s t h e s i g n a t u r e t h a t I t h i n k 

i s r e l a t e d t o the l i t h o l o g y and development of p o r o s i t y . 

Q. Now, the f i r s t of those i s s t r u c t u r e . The 

s t r u c t u r e map, the seismic s t r u c t u r e map, i s shown on 
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E x h i b i t Number 3, correct? 

A. Yes. 

Q. And what does t h a t show you? 

A. The s t r u c t u r e map i s contoured on a 10-foot 

i n t e r v a l . I've used the 3-D survey t o generate t h i s map, 

as w e l l as surrounding w e l l data, and so i t ' s a f u l l y 

i n t e g r a t e d s t r u c t u r e map. 

The area h i g h l i g h t e d i n pink here i s the area 

t h a t I t h i n k i s prospective. Y o u ' l l see th r e e darker 

p i n k — or r e a l prominent pink anomalies here, and those 

are the t h r e e highest s t r u c t u r a l p o i n t s i n the s e c t i o n . 

And the very highest s t r u c t u r a l p o i n t i s where our proposed 

l o c a t i o n i s , and t h i s i s one of the th r e e c r i t e r i a t h a t 

I've used t o p i c k our l o c a t i o n w i t h . 

Q. Are the other c r i t e r i a shown on E x h i b i t Number 4? 

A. Yes. 

Q. Are you ready t o go t o that ? 

A. Yes, unless there are any questions on t h i s . 

EXAMINER ASHLEY: Not r i g h t now. 

Q. (By Mr. Carr) Okay, l e t ' s take out John L. Cox 

E x h i b i t Number 4, and again I ' d ask you t o i d e n t i f y what i t 

i s , i d e n t i f y the component p a r t s and then review i t f o r Mr. 

Ashley. 

A. This i s the other seismic montage on the 

prospect. We've got three seismic l i n e s on the bottom. 
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Two of them we've j u s t reviewed, the seismic l i n e going 

through the John L. Cox 14 w e l l and then the seismic l i n e 

going through the proposed w e l l . And I've included a 

seismic l i n e f u r t h e r t o the n o r t h going through a dry hole, 

the Charles Turner w e l l , which i s there j u s t f o r the 

purpose t o demonstrate t h a t we t h i n k t h i s anomaly pushes up 

i n t o the Bagley f i e l d . 

At the top of the montage, I've got t h r e e maps on 

here. S t a r t i n g a t the l e f t , I've got an isochron map, and 

an isopach and an amplitude map. And the p o i n t of t h i s 

d i s p l a y i s t o demonstrate t h a t the prospect doesn't r e s t 

s o l e l y on one a t t r i b u t e , on s t r u c t u r e . On t h i s p a r t i c u l a r 

prospect, the key i n g r e d i e n t s were s t r u c t u r e , r e s e r v o i r 

development, which includes two f e a t u r e s , r e a l l y , the r i g h t 

f a c i e s and then p o r o s i t y developed w i t h i n t h a t f a c i e s . 

So the f i r s t map i s the isochron map, and i t 

measures the time i n t e r v a l between the blue marker, which 

i s the top of the Cisco, and the orange marker, which i s 

the top of the Canyon. And the t h i c k e r the time i n t e r v a l 

i s , the b e t t e r developed I t h i n k the reef i s and the more 

pro s p e c t i v e the acreage i s . 

And i f you look on the contour map here, t h e r e 

are s e veral nice anomalies i n t h i s long, l i n e a r t r e n d t h a t 

b i s e c t s the s e c t i o n . Again, our l o c a t i o n i s i n one of the 

most prominent of those anomalies, of those f e a t u r e s . 
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So now we've got a s t r u c t u r e map w i t h t h r e e or 

f o u r bumps on i t , an isochron map w i t h t h r e e or f o u r bumps 

on i t , we've optimized both the isochron now and the 

s t r u c t u r e map. When you convert the isochron t o an isopach 

by m u l t i p l y i n g v e l o c i t y times the time, a couple of those 

ni c e f e a t u r e s on the isopach get t h i n n e r . 

At our l o c a t i o n we expect t o encounter 414 f e e t 

of t hickness between the Canyon and the Cisco. The next 

anomaly t o the south, by the number 14 th e r e , i s about 390 

f e e t of thick n e s s . The next anomaly i s about 350 f e e t 

t h i c k , and then downdip about 325. And so, based on the 

isopach map, there's only one l o c a t i o n t h a t exceeds 400 

f e e t , and t h a t ' s the l o c a t i o n we've picked. 

Now, the l a s t a t t r i b u t e t h a t I want t o t a l k about 

i s t h i s a t t r i b u t e regarding amplitude, which I t h i n k i s 

r e l a t e d t o the amount of carbonate, the amount of reef we 

have, and p o r o s i t y development. And what t h a t t r i e s t o 

q u a n t i f y i s the amount of dimness we see, f e a t u r e l e s s , 

t h i c k character t h a t ' s so prominent on the proposed w e l l 

l i n e of seismic s e c t i o n here. 

Now, on the amplitude map there's only one place 

t o d r i l l , and t h a t ' s w i t h i n the 5000-foot contour. And so 

when I sat down t o pi c k t h i s l o c a t i o n a couple months ago, 

I looked a t the s t r u c t u r e and I wanted t o p i c k the highest 

s t r u c t u r a l p o i n t , I wanted t o get the best s i g n a t u r e t o 
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optimize what I thought was the r e s e r v o i r , and then I 

wanted t o optimize isochron t h i c k e n i n g and isopach 

t h i c k e n i n g . 

And t h a t ' s what t h i s l o c a t i o n does. There's no 

other l o c a t i o n t h a t comes close t o o p t i m i z i n g these 

a t t r i b u t e s l i k e our proposed l o c a t i o n does. 

Now, i f t h i s t h i n g comes i n , you know, I'm 

o p t i m i s t i c we can d r i l l f our or f i v e more l o c a t i o n s . But 

r i g h t now our data set i s production i n Bagley two or thr e e 

miles away and one dry hole i n our s e c t i o n t h a t made thr e e 

b a r r e l s of f r e e o i l on a DST. So somewhere i n between 

t h e r e i s a minimum th r e s h o l d f o r commercial p r o d u c t i o n , and 

u n t i l we d r i l l a w e l l we aren't going t o be able t o 

c a l i b r a t e t h a t . And I don't know i f t h i s e n t i r e f e a t u r e i s 

pr o d u c t i v e or i f our f i r s t w e l l i s going t o f i n d the only 

commercial w e l l on t h i s t r e n d . 

And so i t ' s got t o be based on the geologic 

a t t r i b u t e s t h a t I've t r i e d t o e x p l a i n here. 

Q. Mr. Cheney, i n your opinio n i s t h i s the absolute 

best p o s s i b l e place t o d r i l l a w e l l t o t e s t the 

Pennsylvanian i n t h i s area? 

A. Yes. 

Q. There are no o f f s e t operators whose r i g h t s w i l l 

be adversely a f f e c t e d by the unorthodox l o c a t i o n ; i s t h a t 

c o r r e c t ? 
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A. Yes. 

Q. There are no owners. A l l working i n t e r e s t , a l l 

r o y a l t y i s a l l common? 

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

Q. I f you're able t o d r i l l and make a successful 

w e l l a t t h i s l o c a t i o n , would i t r e s u l t i n the recovery of 

hydrocarbons t h a t otherwise might be l e f t i n the ground? 

A. Yes. 

Q. I n your opinion, w i l l approval of t h i s 

A p p l i c a t i o n be i n the best i n t e r e s t of the conservation of 

o i l and gas? 

A. C e r t a i n l y . 

Q. Do you have a r i g you're paying f o r r i g h t now? 

A. Yes. 

Q. Do you request t h a t the order i n t h i s case be 

expedited? 

A. I c e r t a i n l y do. 

MR. CARR: Mr. Examiner, we would be happy t o 

provide a d r a f t order f o l l o w i n g the hearing i n t h i s matter 

i f you d e s i r e . 

EXAMINER ASHLEY: Yes, I would appreciate t h a t . 

Q. (By Mr. Carr) Mr. Cox -- Or Mr. Cheney, were 

John Cox E x h i b i t s 1 through 4 prepared by you or compiled 

under your d i r e c t i o n ? 

A. Yes. 
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MR. CARR: At t h i s time, Mr. Ashley, we would 

move the admission i n t o evidence of John L. Cox E x h i b i t s 1 

through 4. 

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

admitted as evidence. 

MR. CARR: And t h a t concludes my d i r e c t of Mr. 

Cheney. 

EXAMINATION 

BY EXAMINER ASHLEY: 

Q. Mr. Cheney, can you t e l l me how f a r from an 

orthodox l o c a t i o n t h i s w e l l i s ? 

A. Well, I know we're ten f e e t , so i t would be 22 0 

and — 

MR. CARR: 320. 

THE WITNESS: And 22 0 and — 

MR. CARR: 220 and 320, I b e l i e v e . Yes. 

THE WITNESS: There's something I might want t o 

mention a t t h i s p o i n t . I f o r g o t t o mention i t e a r l i e r . I 

d r i l l e d two w e l l s i n here w i t h Mr. Cox. One of them was 

f u r t h e r south and not germane t o t h i s d i s c u s s i o n today. 

But i n both those w e l l s we had d i f f i c u l t y keeping the 

we l l b o r e s t r a i g h t . And i n the l a s t w e l l we had t o put a 

mud motor on i t . These t h i n g s — I don't know i f i t ' s i n 

p r o x i m i t y t o a major f a u l t o f f t o the east on the maps here 

or what, but i t ' s hard t o keep our wellbore s t r a i g h t when 
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we d r i l l these t h i n g s . 

And so the d r i l l i n g c o n t r a c t o r has committed t o a 

2 00-foot r a d i u s of d e v i a t i o n . And t h i s l o c a t i o n includes 

t h a t k i n d of e r r o r . I t r i e d r e a l hard t o spot our l o c a t i o n 

i n a l e g a l l o c a t i o n t o prevent a l l t h i s . When you add a 

200-foot margin of e r r o r from d r i l l i n g d e v i a t i o n and then 

you add on top of t h a t a couple hundred f e e t t o get us t o a 

l e g a l l o c a t i o n , now we're moving up t o 500 f e e t o f f of our 

t a r g e t . 

And so i t ' s not j u s t a matter of moving a couple 

hundred f e e t . We're already, quote, moving a couple 

hundred f e e t j u s t v i s - a - v i s the margin of e r r o r i n making 

sure we d r i l l a s t r a i g h t hole. And when we push i t over 

another couple hundred f e e t or more, t h a t expands i t out t o 

almost 500 f e e t . And when you do t h a t , when you draw a 

c i r c u l a r r a d i u s around our optimum l o c a t i o n of 500 f e e t , 

we're out of the money, on the s t r u c t u r e , on the isopach, 

on the isochron and the amplitude. 

So I k i n d of t r i e d t o t h i n k through t h a t end. 

What w i l l i t take t o get us l e g a l here? And I j u s t f e l t 

l i k e t he r i s k was unacceptable. 

Q. (By Examiner Ashley) I t looks l i k e f o r t h i s t o 

be a l e g a l l o c a t i o n you'd have t o move t o the east and t o 

the south — 

A. Yes. 
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Q. — i s t h a t correct? 

On the isopach map, i f you move t o the east, you 

might encounter more — a d i f f e r e n t porous zone. But then 

on the s t r u c t u r e map, which i s E x h i b i t 3, i t looks t o me 

l i k e i f you move t o the east you're going t o be moving o f f 

the s t r u c t u r e . I s t h a t the way you see t h a t ? 

A. Yes. 

order, depending on the length of today's hearing, e i t h e r 

l a t e t h i s afternoon or tomorrow morning. 

EXAMINER ASHLEY: I would appreciate t h a t . 

There being nothing f u r t h e r i n t h i s case, Case 

12,328 w i l l be taken under advisement. 

(Thereupon, these proceedings were concluded a t 

10:00 a.m.) 

EXAMINER ASHLEY: I have nothing f u r t h e r . Thank 

you. 

THE WITNESS: Thanks f o r your time. 

MR. CARR: Mr. Examiner, t h a t concludes our 

pr e s e n t a t i o n i n t h i s case. 

With your permission, I w i l l submit a proposed 

* * * 
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