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1 PROCEEDI NG

2

3 CHAI RVAN GRIGGS: It's 10:04. Let the
4 record reflect that the State Ol and Gas Board is

5 now in session. Dr. Tew, have the itens for the

6 March 19th and the March 21st, 2013, neetings been

7 properly noticed?

8 DR. TEW Chairman Giggs, M. Pearson,
9 and M. Lawl ey, the itens for the March 19th and

10 March 21st neetings have been properly noticed. The
11 staff prepared an agenda for the Board's March 19th
12 and March 21st neetings, and that agenda was adm tted
13 into the record at the Hearing O ficer nmeeting on

14 March 19th, 2013. M. Marvin Rogers, acting as

15 Hearing O ficer, and the staff heard various itens at
16 the Hearing Oficer nmeeting on March 19th, and at

17 this time, M. Rogers will make his report to the

18 Boar d.

19 MR. ROGERS: Chairman Giggs, M.

20 Pearson, and M. Law ey, | have a witten report of
21 the itens heard by the Hearing Oficer and the staff
22 on Tuesday, March 19, 2013. Copies of that report
23 are available for nenbers of the public to review and
24 study. | submt this Hearing O ficer Report to the
25 Board for approval.
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1 CHAIRVAN GRIGGS: |Is there a notion on

2 the Hearing Oficer's Report?

3 MR. PEARSON. So noved.

4 MR LAWLEY: Second.

5 CHAI RVAN GRI GGS:  Mpdtion and a second.

6 Al in favor say "aye." Ayes have it. The Hearing

7 Oficer's report is approved.

8 MR ROCERS: M. Chairman, | reconmend

9 the report be admtted into the record.

10 CHAIRVAN GRIGGS: It is admitted into the
11 record.

12 MR. ROGERS: Thank you.

13 DR TEW The staff would reconmmend

14 approval of the mnutes of the follow ng neetings:

15 Decenber 11th, 2012, Hearing O ficer Meeting;

16 Decenber 13th, 2012, Regul ar Board Meeting; Decenber
17 19t h, 2013 -- 2012, Special Hearing Oficer Meting;
18 and February the 12th, 2013, Hearing O ficer Meeting.
19 MR. PEARSON. | nove that we adopt those
20 m nutes, M. Chairnan.
21 CHAI RVAN GRI GGS: W have a noti on.
22 Second?
23 MR LAWEY: Second.
24 CHAI RVAN GRIGGS:  There is a notion and a
25 second. Al in favor say "aye." Ayes have it.
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1 Those m nutes are approved.

2 DR. TEW The staff has prepared an

3 agenda of itens to be heard by the Board today.

4 M. Rogers, will you please call the first item

5 CHAIl RMAN CGRI GGS: M. Rogers.

6 MR ROCERS: M. Chairnman, Menbers of the
7 Board, one of the itens that was recommended to be

8 continued is a notion by the Board relating to

9 hydraulic fracturing. Copies of that, of those

10 proposed rules are available at the table outside the
11 heari ng room and the Board and the staff would

12 wel come any comments either now or witten comments
13 in the future about that rule.

14 CHAI RMAN GRI GGS: Wuld you like to be
15 recogni zed?

16 MR LATHEM Pl ease.

17 CHAI RMAN GRIGGS: If you will, for all of
18 the petitions and everything before the Board, we

19 have a new hearing reporter today, please state your
20 name succinctly and al ways use the m crophone. That
21 will make her job a whole | ot easier.
22 MR. LATHEM M nane is Dennis Lathem
23 I'"'mwi th the Coal bed Met hane Associ ation in Hoover,
24 Al abama. And we appreciate the work of the staff and
25 t he Board on these proposed regul ations. W have
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made sure they've been circulated to our menbership,
and so far there have been no conments of any ki nd,
and we' Il continue to be soliciting those coments,
and hopefully others in the other areas of the
industry. | talked with a colleague of nmne in
Mont gonery who heard from sone of his folks, so. |
haven't heard anything negative at all on the
comments, so we just |look forward to working with you
on them | believe the next neeting, April neeting,
is where you may plan to take themup. So we
appreci ate the opportunity.

CHAI RMAN GRI GGS: Thank you, M. Lathem
We appreciate the support of your association.

M. Rogers.

MR ROCERS: The first itemis Docket No.
10- 23-12-01A, petition by Ankor E&P Hol di ngs
Corporation. And there also is a related item
M. Chairman, lItem 2, Docket No. 10-23-12-02A

CHAIRVAN GRIGGS: M. Turner, would it be
appropriate to consolidate these two itens?

MR TURNER It would, M. Chairnan.

CHAI RMAN GRI GGS: Thank you. They are
consol i dat ed.

MR TURNER: M. Chairnman, Hal Turner for

the Petitioner in these two matters, Ankor E&P

Freedom Court Reporting, Inc 877-373-3660



AL State Oil and GasBoard Mtg. 7

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Hol di ngs Corporation. They are docket nunbers 1 and
2 on the docket for today, which you' ve just
consol i dat ed.

The first is a petition by Ankor
requesting the Board to establish a new oil field in
Escanbi a County, Al abama, to be known as the
Sout heast Wal l ace Field, adopt the Special Field
Rules for the new oil field, and establish field
limts for the newoil field. Ankor is requesting
t he Sout heast Wl |l ace Field be approved and
established to consist of the Northwest Quarter of
Section 19, Township 3 North, Range 9 East in
Escanbi a County, Al abana.

On the conpanion petition, that is a
petition by Ankor requesting the Board to reformthe
40-acre wildcat drilling unit for the Craft-Bl ack
Stone 19-3 #1 Well, Permt No. 16533-B, to a 160-acre
production unit. And Ankor proposes to reformthat
40-acre unit, which consists -- presently consists of
t he Northeast Quarter of the Northwest Quarter of
Section 19, Township 3 North, Range 9 East in
Escanbi a County, Al abama, to a 160-acre production
unit consisting of the Northwest Quarter of Section
19, Township 3 North, Range 9 East in Escanbia

County, Al abama.
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1 Ankor has two |ive witnesses to cal

2 today. Those would be M. Ed Leigh and M. Bill

3 Engle. W would ask that they be recogni zed and

4 sworn at this tinme.

5 MR. ROGERS: Gentlenen, state your nanes
6 and addresses.

7 MR LEIGH |'mLeslie Edward Lei gh, 438
8 Red Maple Drive, Mandeville, Louisiana.

9 MR ENGLE: WIlliamJ. Engle, 134 Ayshire
10 Court, Slidell, Louisiana.

11 (The Hearing Oficer swears in the

12 W t nesses.)

13 MR. TURNER: M. Chairman, may | approach
14 and distribute exhibits?

15 CHAI RVAN GRI GGS:  Yes, sir.

16 MR. TURNER: M. Chairnman, a coupl e of
17 prelimnary matters on the exhibits. W, of course,
18 pre-filed exhibits with the staff before this

19 hearing. There were corrections nmade to two

20 exhibits. The corrected exhibits are in all of the
21 bookl ets that we just distributed. The two exhibits
22 that were corrected fromthe pre-submtted exhibits
23 was Exhibit 3, where we corrected a contour I|ine,

24 whi ch we have di scussed with the staff previously.

25 And the second correction was on Exhibit 12, which is
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production data totals for this particular well. The
production data itself and nunbers were correct, but
the totals at the bottomwere not. W corrected
those. So Exhibits 3 and 12 are corrected fromthe
original pre-filed exhibits. Al other exhibits in

t he bookl et are the sanme as the pre-filed exhibits.

At this time we would like to nmake a part
of the record the proof of publication fromthe
Tri-City Ledger dated 10/4/12 for the two petitions
inthis matter.

(Whereupon, (ltens 1 and 2) Tri-City Ledger proof of
publication offered in evidence.)

CHAI RVAN GRI GGS:  Both of those are
adm tted into the record.

(Whereupon, (ltens 1 and 2) Tri-City Ledger proof of
publication received in evidence.)

MR TURNER: We would also Iike to nake a
part of the record the notice affidavit of Warren
M guez dated COctober 5th, 2012.

(Whereupon, (Itens 1 and 2) Warren M guez affidavit
of fered in evidence.)

CHAIRVAN GRIGGS: It's admtted.
(Whereupon, (Itens 1 and 2) Warren M guez affidavit
received in evidence.)

MR TURNER: And we would also like to
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make a part of the record the well file for the
Craft-Black Stone 19-3 #1 Well.

(Whereupon, (Itens 1 and 2) Craft-Black Stone 19-3
well file offered in evidence.)

CHAI RVMAN GRI GGS:  Admitted.

(Whereupon, (Itens 1 and 2) Craft-Black Stone 19-3
well file received in evidence.)

MR, TURNER: Finally, there were two
related petitions filed by Ms. Eunice Reynolds. They
are shown as Docket No. 4 and Docket No. 5 on the
agenda for today. Those -- Ms. Reynolds -- those
were contests to our petitions. Ms. Reynolds has
since then noved to disnm ss her petitions w thout
prejudi ce. The Hearing Oficer has reconmended that
t hey be dism ssed without prejudice. And for the
record, Ankor has no opposition to those petitions
bei ng di sm ssed.

CHAI RMAN GRIGGS: | believe we've al ready
di sm ssed those by approval of the Hearing O ficer's
Report.

MR. TURNER: Thank you, M. Chairman.

EDWARD LEI GH,
havi ng been first duly sworn, was exam ned and

testified as foll ows:
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MR. TURNER: M. Leigh, state your ful
name for the record, please.

MR LEIGH Leslie Edward Lei gh.

MR. TURNER: By whom are you enpl oyed?

MR. LEIGH  Ankor Energy, operating agent
for Ankor E&P Hol di ngs Corporation.

MR. TURNER: So what is your current
position with Ankor?

MR. LEIGH  Petrol eum geol ogi st.

MR. TURNER: And Ankor is an oil and gas
expl oration and production conpany; is that correct?
MR LEIGH That's correct.

MR. TURNER: And what is your occupation
or profession?

MR, LEIGH  Ceol ogi st.

MR. TURNER: And is your resumeé currently
on file with the Board?

MR LEIGH Yes, it is.

MR. TURNER: And have you qualified to
testify with this Board previously as an expert in
pet rol eum geol ogy?

MR LEIGH  Yes.

MR TURNER: M. Chairnman, we woul d

tender M. Leigh at this tinme as an expert in
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1 pet rol eum geol ogy.

2 CHAI RVAN GRIGGS: He is recogni zed as an
3 expert petrol eum geol ogi st.

4

5 (Items 1 and 2) DI RECT EXAM NATI ON BY MR TURNER:

6 Q M. Leigh, are you the Ankor geol ogi st

7 principally responsible for the Od Hone Prospect

8 | ocated in Escanbi a County, Al abama?

9 A Yes.

10 Q And woul d that A d Home Prospect include
11 the well at issue in this matter, the Craft-Bl ack

12 Stone 19-3 #1 Wl l?

13 A Yes, it does.

14 Q Do you prepare Exhibits 1 through 8 that
15 we previously distributed to the Board?

16 A Yes, sir.

17 Q Are all those exhibits signed by you?

18 A They are.

19 Q And do all of those Exhibits 1 through 8
20 fairly and accurately depict the informati on shown on
21 t he exhi bits?
22 A Yes, sir.
23 Q Wuld you turn first, please, sir, to
24 Ankor Exhibit No. 1 and tell the Board what that
25 exhibit is, please, sir.

Freedom Court Reporting, Inc 877-373-3660
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A Exhibit No. 1 is an area map over a
portion of Escambia County, Al abanma. It shows the
proposed Sout heast Wl lace Field, the proposed field
limt, and the proposed 160-acre unit covering the
same geographi cal area, that being the Northwest
Quarter of Section 19, Township 3 North, Range 9
East .

Q And Ankor proposes to call the new field

t he Sout heast Wallace Field; is that correct?

A That's correct.

Q kay. And -- excuse ne.

A Go ahead.

Q And does Exhibit 1 fairly and accurately

depict the proposed unit and field in relation to
other units and fields in the area?

A Yes. It's showing the relation to the
established fields in the area. And it shows that
t he northern boundary and the western boundary of the
proposed unit and field limt directly adjoins one of
t hese, that being the South Wallace Fi el d.

Q Ckay, sir. Mve with me, M. Leigh, if
you woul d, to Ankor Exhibit No. 2 and tell the Board
general ly what that exhibit is.

A Exhibit 2 is a well location plat. [|I'm

showi ng Section 19, Township 3 North, Range 9 East,

Freedom Court Reporting, Inc
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Escanbi a County, Al abana. Shows the proposed
production unit and the proposed field limt, both
outlined in red on this plat. The proposed field
[imt and proposed production unit consists of a
governmental quarter section, the Northwest Quarter
of Section 19, Township 3 North, Range 9 East, 160
acres in size. This plat also shows the subject
wel |, the Ankor E&P Hol di ngs Corporation Craft-Bl ack
Stone 19-3 #1, Al abama Permit No. 16533-B, in the
Nort heast Quarter of that quarter section.

This well was drilled as a slight
directional well, and this was due to topographic
i ssues on the surface preventing us fromdrilling a
vertical test at the target location. Since this is
a directional well, we're showing on this plat the
surface hole location; to the west of that, the point
of penetration of the top Snackover formation; and
near that, the bottom hole |ocation.

Q M. Leigh, is the bottom hole of the
Craft-Black Stone 19-3 Well nore than 660 feet from
every exterior boundary of the proposed production
uni t?

A Yes, it is. It's -- the bottomhole
| ocation is 743 feet fromthe north Iine of Section

19 and the north Iine of the proposed unit, 1,788
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feet fromthe west |ine of the proposed unit and the
west line of Section 19, and 854 feet fromthe east
line of the proposed unit.

Q And the reservoir that was encountered in
this instance by the Craft-Black Stone 19-3 Wll was
Smackover; is that correct?

A That's correct.

Q Move with me to Exhibit 3 and tell the
Board what that exhibit is, please, sir.

A Exhibit 3 is a structure map drawn on the
top of the Smackover formation. This is --

Q Was that structure map prepared using 3-D
sei sm ¢ owned by Ankor?

A Yes. It was derived froma
135-square-mle 3-D survey that Ankor has in Escanbia
County. It's a tine interpretation converted to
depth. The scale is one inch equals 1,000 feet,
contour interval is 10 feet. Two promnent -- well,
first of all, it does show again the proposed field
limt and the proposed 160-acre production unit
consisting of the Northwest Quarter of Section 19 in
relation to the South Wallace Field limt, which is
shown in solid green on the -- on the nap.

Two prom nent structural features are

shown, that being the four-way dip closure that we

Freedom Court Reporting, Inc
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drilled with the Craft-Black Stone 19-3 Well, and the
four-way dip closure drilled by the Craft -- again
Ankor E&P Hol di ngs Corporation Craft-Black Stone

13-16 #1. And that's Permt No. 16413-B.

Q The -- I'msorry, are you finished?

A Yeah, you go ahead.

Q The smal | broken green line inside the
production unit is of course -- that depicts the

limts of the Smackover reservoir encountered by the

wel |, in your opinion?
A Yes. |I'mshowing two limts, one for the
well in question. 1t encountered an oil -water

contact shown in dashed green at a subsea el evation
of 13,392 feet. That's shown just outside the
13, 390-foot contour. Another limt is shown for the
13-16 structure, and that was not an oil-water
contact, but the | owest known oil, at subsea 13, 350
feet. That well, the 13-16, encountered the
Smackover at subsea 13,305 feet, 55 feet above the
el evation at which the 19-3 drilled the Smackover.
Al though it did not see an oil-water
contact, the |l owest known oil is just a few feet
above the spill point for that structure, which the
spill point is in the Sout hwest Quarter of the

Sout heast Quarter of Section 13, that |ow area just
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outside the 13,350-foot contour. That's the spill
point for the structure. And it is 37 feet high to
the proven oil-water contact in the 19-3 Well, thus
indicating that the two indicated reservoirs are

di stinct and separate structurally.

Q M. Leigh, in your opinion, is the
Smackover oil pool encountered by the 19-3 Wll a
separate and distinct oil-producing pool in the
proposed field?

A Yes, it is.

Q And that would include, according to your

earlier testinony, the Smackover reservoir underlying

the South Wallace Field which was encountered by the

Craft-Black Stone 13-16 Well; is that correct?
A That's my opinion, yes.
Q In your opinion, is the Smackover oi

pool at issue here all contained within the proposed
field limts?

A It is conpletely contained within the
proposed unit.

Q And in your opinion, does the proposed
production unit capture the entire Smackover
reservoir encountered by the well?

A. Yes.

Q And in your opinion, will the Craft-Bl ack
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Stone 19-3 Well efficiently and economically drain

the entire Smackover reservoir underlying the 19-3

Vel | ?
A Yes, it will.
Q Wul d you nove to Exhibit 4, please.
A Exhibit 4 is a type log for the subject

well, the 19-3, Permt No. 16533-B. This |og was
taken fromthe Schl unberger Platform Express run | og
on July 6th, 2011. It's Ankor's practice to drill
t he Smackover in its entirety to see if the Norphlet
is present and to drill into Pal eozoic basenment or
what ever basenent may exist. In this case we found
-- I"m showi ng the Norphl et here because we found a
show of oil in the Norphlet. W set pipe onit and
tested it, but it was noncommercial, having too | ow
perneability to flow W then plugged back to the
upper Smackover, that's that upper set of red perfs
that you see on the log toward the top, and
establ i shed production in the upper Smackover.

Q And this particular log was run on the
wel | on what date?

A July the 6th of 2011

Q And where does that |og show the top of

t he Smackover oil pool to be?

A Top of the Smackover oil pool on the |og
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is 13,672 feet nmeasured depth, subsea el evation
13, 360.

Q And where did the |og place the base of
this particular Smackover oil pool?

A The base of the Smackover oil pool is
pl aced at the oil-water contact shown at 13, 704
nmeasur ed depth, subsea 13,392 feet.

Q I n your opinion, should the Smackover oi
pool in the proposed Sout heast Wall ace Field be
defined as those strata of the Smackover formation
productive of hydrocarbons in the interval between
13,672 feet and 13,704 feet neasured depth as defined
by the Platform Express log for that well?

A Yes.

Q Move to Exhibit 5, please, sir. Tell the
Board what that exhibit is.

A Exhibit 5 is a portion of the
conventional core analysis taken in the upper
Smackover. It shows the oil-water contact
encountered on the core at 13,707 feet neasured
depth. And since the core is neasured fromdril
pi pe neasurenents and the log is neasured fromwre
line, there's a three-foot discrepancy, the core
dept hs being three foot lowto the | og depths. After

you apply that correction, the oil-water contact
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indicated is at 13,704 feet nmeasured depth subsea,
13,392 feet subsea, matching that on the electric
| og, Exhibit 4.

Q Ckay, sir. And would you nove to
Exhibits 6, 7, and 8, and if you would, discuss those
collectively, please, sir. First identify each one
and then tell us the significance of that.

A kay. Exhibits 6, 7, and 8 are offered
in support of the structure map Exhibit 3. Exhibit 6
is a structural cross section extending northwest to
sout heast through three wells in the area to the
nort hwest, the Wallace Field Well, Coastal -- Coastal
ATIC 13-6 #1, Permt 5268, on to the southeast
t hrough the aforenenti oned Ankor RPC Craft-Bl ack
Stone 13-16 #1 and the subject well, the Ankor
Craft-Black Stone 19-3 #1.

This structural cross section, the datum
for which is sea | evel, shows the present-day
relationship in structure between these three wells,
showi ng the Wallace Field well to be the highest on
structure, but on a separate structure fromthe other
two. And in fact, it shows that all three wells are
separate structurally, showi ng the oil-water contact
at 13,392 we found in the 19-3 Well; the | owest known

oil at 13,350 in the Black Stone 13-16 #1; and al so
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the | owest known oil at 13,192 feet at the Coastal
well. The Coastal well is no | onger on production,
al though it's the highest well. Again, these three
wel | s are separate structurally from one anot her.

Exhibit No. 7 is Arbitrary Line 1 taken
fromthe 3-D seismc survey. This line of section is
the sane as the previous cross section |ine on
Exhibit 6 except it excludes the well to the
nort hwest, the Coastal ATIC well. This |ine goes
t hrough the Ankor Bl ack Stone 13-16 Wl | and the
Ankor Bl ack Stone 19-3 Well, subject well. This
shows a northwest dip and a southeast dip on both of
the structures indicated, show ng that they are
separate on this line separated by a structural |ow.

Exhibit No. 8 is roughly 90 degrees to
that Arbitrary Line 1. This is Arbitrary Line 2, and
this is designed to showthe critical north dip and
the south dip across the 19-3 closure. These two
lines, together with the structure -- the structure
map, show that the structure in question is a
four-way dip closure, separate and distinct fromthe
other structures in the area.

Q kay. So, M. Leigh, do the type |og

Exhibit 4, the core analysis, Exhibit 5, and the

cross section and two arb lines, Exhibits 6, 7, and
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8, all denpbnstrate in your opinion that the Smackover
oi | pool encountered by the 19-3 Wl | have a separate
and distinct oil-producing pool in this field?

A Yes, they do.

Q And that woul d include the Smackover oi
pool for the South Wallace Field which was
encountered by the Craft-Black Stone 13-16 Well; is

that correct?

Q I n your opinion, again, does the 160-acre
production unit that Ankor has proposed capture the
entire Smackover reservoir?

A Yes, sir, it does.

Q Yes, sir. M. Leigh, in connection with
the petitions Ankor has filed in this case, they
submitted Special Field Rules. Rule 3 of those
Speci al Field Rul es proposes that the spacing
requirenents for wells in the Southeast Wallace Field
be 160-acre production units with 660 feet setbacks.
Are you aware of that?

A Yes, sir, | am

Q Ckay. In your opinion, would those
spacing requirenments sufficiently and econom cally
drai n the Smackover oil pool at issue here and

prevent the drilling of unnecessary wells?
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A Yes.

Q Finally, in your opinion, would granting
the petitions in this case prevent waste of oil and
gas?

A Yes.

Q And woul d granting the petitions in this
case in your opinion also protect the correlative
rights of all mneral interest owners at issue here?

A Yes, they woul d.

MR. TURNER: M. Chairnman, Ankor passes
the witness for any questions the Board may have.

CHAI RVAN GRI GGS:  Any questions for the
W t ness?

DR. TEW 1've got one clarification,
M. Leigh. Wuld you refer to your Exhibit No. 5,
pl ease? At the bottomthere, it says | owest known
oil, LKO  Should that be an oil-water contact rather
t han the | owest known oil ?

THE WTNESS: Yes, sir, it should.

DR. TEW Thank you.

THE WTNESS: Thank you very much

CHAI RMAN GRI GGS:  Any questions?
Proceed.

MR TURNER: M. Chairman, we call as our

next witness Bill Engle.
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W LLI AM ENGLE
having first been duly sworn, was exam ned and

testified as foll ows:

MR. TURNER: State your nane for the
record, please, sir.

MR. ENGLE: WIIliam John Engl e.

MR. TURNER: And, M. Engle, by whom are
you enpl oyed?

MR. ENGLE: Ankor Energy, LLC.

MR. TURNER: What is your current
position with Ankor?

MR. ENGLE: Project nmanager, assistant to
t he president.

MR. TURNER: Ckay, sir. \What is your
occupation or profession?

MR. ENGLE: Petrol eum engi neeri ng.

MR. TURNER: And is your current resung
on file with the Board?

MR ENGLE: Yes, it is.

MR. TURNER: Have you qualified with the
Board previously to testify as an expert in petrol eum
engi neering?

MR. ENGLE: Yes, | have.
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MR TURNER: M. Chairnman, we woul d
tender M. Engle at this tinme as an expert in
pet rol eum engi neeri ng.

CHAI RMAN GRI GGS: The Board recogni zes

M. Engle as an expert in petrol eum engi neering.

(Items 1 and 2) DI RECT EXAM NATI ON BY MR, TURNER
Q M. Engle, are you the Ankor petrol eum
engi neer principally responsible for the O d Hone

Prospect |ocated in Escanbia County, Al abama?

A Yes, | am

Q And that prospect would include the 19-3
Vell; is that correct?

A Yes, it does.

Q Did you prepare Exhibits 9 through 12

that we've submtted to the Board previously?

A Yes, | did.

Q Are all those exhibits signed by you?
A Yes, they are.

Q And do all those exhibits fairly and

accurately depict the informati on shown on the

exhi bits?
A Yes, they do.
Q Whul d you turn to your first exhibit

M. Engle, No. 9.
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A Yes.
Q And what is that exhibit, please, sir?
A. That is Form O&-9, which is the First

Production or Test Report for the Black Stone --
Craft-Black Stone 19-3 #1 Well.
Q And on what date was the well tested,

pl ease, sir?

A Sept enber 19t h, 2011.

Q For what period of tinme?

A 72 hours.

Q And during that 72 hours, the wel

produced how many barrels of oil?

A Let's see. The total was 1,045 barrels
of oil, 2,809 Mf of gas.

Q And at what flow ng tubing pressure did
the well maintain during that test?

A Let's see. Final flow ng tubing pressure
was 931 pounds.

Q kay. And would you nove with nme, if you
woul d, please, sir, to Ankor Exhibit 10. Wat is
t hat ?

A This is the production history of the
well from-- including the initial test and
production once the well was put on permanent

production in July of 2012 through the week of
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Sept enber 29, 2012. During that time, the well, as
you can see, initially was tested at roughly 325
barrels of oil a day. During this tinme period, the
wel | exhi bited decline and averaged 163 barrel s of
oil during this roughly 70-day test period.

Q Ckay, sir.

A Which in this -- and this perfornmance
affirns the geologic interpretation that this
reservoir is separate and distinct fromthe 13-16 #1,
whi ch has exhibited relatively stable production at
approximately 300 barrels of oil a day.

Q Yes, sir. M. Engle, would you junp with
me to Exhibit 12 and explain to the Board what that
exhibit is?

A Exhibit 12 is just a continuance of the
production history of this well, which will showits
continuing decline to its present operation on punp.
The well is the -- in this reservoir is the only
pressure depletion reservoir we have yet encountered
in this area.

Q I n other words, when our origina
petition was filed in Septenber of |ast year, we gave
the Board the production data which is in Exhibit 10
that we had at the tine; but with the tinme | apse, we

have added to that production through March of this
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year. |s that correct?

A That is correct.

Q Ckay. And those production -- during
that period of tinme -- that would be 33 weeks

approximately; is that correct?

A That is correct.

Q And during that period of tine, the wel
produced 20, 744 barrels of oil; is that correct?

A That is correct.

Q And that would work out to an average of

how many barrels of oil per day?

A Roughly 90 over the entire tinme frane.
But | would point out that during the initial testing
peri od where the average was 165, since Septenber to
current the well has averaged 60 barrels a day.

Q kay, sir. And when did this well go on
punmp? |Is that shown on Exhibit 127

A Yes. You can | ook on the first page of
Exhi bit 12, that black vertical bar is indication of
the tinme periods that the well has been operating on
punp.

Q Ckay, sir.

A And that would have been in -- let's see.

The date here was Septenber. W shut the well in to

install the punp in Novenber 26th through the 29th,
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2012.

Q And the well is currently on punp; is
t hat correct?

A Yes, it is.

Q kay, sir. Wuld you nove back with ne,
M. Engle, to Ankor Exhibit 11 and tell the Board

what that exhibit is, please, sir.

A Exhibit 11 is the report from FESCO, Ltd.

and PVT anal ysis of the subject well based on
sanpling taken during the initial well test that
shows that this was an undersaturated oil reservoir

at the tine.

Q So the test shows that the principa
hydrocarbon in the well is oil; is that correct?

A That is correct.

Q M. Engle, based upon the engineering

data we've just discussed with the Board, do you have
an opinion as to whether or not the Smackover oi
pool is a separate and distinct oil-producing pool in

t he proposed field?

A Yes, | do.

Q And what is your opinion? That it is?

A That it is separate and uni que unto
itself. It is not in comunication with any other

reservoirs.
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Q And that would include the reservoir
encountered by the 13-16 Well; is that correct?

A That is correct.

Q And do you believe the entire Smackover

oil pool here is captured by the proposed production
uni t?

A Yes, | do.

Q M. Engle, | discussed earlier with
M. Leigh the proposed Special Field Rules. Wth
him it was Rule 3; with you, | would like to discuss
Rule 7.

At the time the petition was submtted,

Rule 7 called for production allowables for oil for
200 barrels of oil per day. Are you famliar with
t hat ?

A Yes, | am

Q Do you still believe that a 200 barrel of
oi | per day production allowable would be appropriate
for the well, given the history, production history
of the well?

A No, | do not.

Q Wul d you tell the Board why?

A Just the observed performance decline in
rate and pressure would warrant a | ower all owabl e.

Q Okay. Would you tell the Board in your
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opi ni on what woul d be an appropriate production
al l owabl e for the well based upon the current
engi neering data?

A 100 barrels of oil a day.

Q Whul d that production allowable, if
approved by the Board, in your opinion, pronote the
proper and orderly devel opnment of the field and
prevent damage to the reservoir?

A Yes, it woul d.

Q M. Engle, in your opinion, would
granting Ankor's petitions in this case prevent waste
of oil and gas?

A Yes.

Q And in your opinion, would granting the
petitions in this case protect the correlative rights
of all mneral interest ownership?

A Yes, it woul d.

MR. TURNER: M. Chairnman, we pass
M. Engle for any questions the Board may have.

CHAI RMAN GRI GGS: Any questions by your
staff?

MR. TURNER: If there are no questions,
M. Chairman, we would offer into the record into
evidence at this tinme Ankor Exhibits 1 through 12.

(Whereupon, (Itens 1 and 2) Ankor Exhibits 1 through
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12 offered in evidence.)

CHAI RVAN GRIGGS: They're admitted into
evi dence.

(Wher eupon, (Itens 1 and 2) Ankor Exhibits 1 through
12 received in evidence.)

MR TURNER: And we have no further
t esti nony.

CHAI RMAN GRI GGS:  Any further questions?
Any questions by the Board? Entertain a notion.

MR PEARSON. M. Chairman, | nove we
grant Itenms 1 and 2, which are the petitions by Ankor
E&P Hol dings, with the stipulation that the all owabl e
woul d be 100 barrels instead of 200 barrels as
originally specified in the petition.

CHAI RVAN GRI GGS:  Mdtion as stated. |Is
t here a second?

MR LAWEY: Second.

CHAI RVAN GRIGGS: Cot a notion and a

second. All in favor say "aye. The ayes have it.
Petitions are granted with the stipulations
speci fi ed.

MR. TURNER: Thank you, M. Chair.

MR ROCERS: Next itemis Item 14, Docket
No. 02-12-13-10, petition by Robert Land,

individually and as attorney for certain | andowners.
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MR. LAND: Good norni ng.

CHAI RVMAN GRI GGS: As Petitioner, you want
to have a seat on this side and keep us straight?

MR. LAND: M. Chairman, nmy nane is
Robert Land. | reside here in Tuscaloosa. | amthe
Petitioner and al so represent several of the
| andowners in the area of the North Excel Field.

This petition was filed so that the mneral owners
could proceed with the possibility of having another
conpany devel op the acreage in this field.

As | inforned the Board |last tine
appeared before them the acreage in this field, the
m neral interest and the | eases upon them were
permtted to expire by Del phi, the operator of the
Hi Il and Jordan wells. Because of that, we had taken
steps to acquire the | eases and have done so on the
acreage involved, which is basically the Northeast
Quarter of Section 33 and the Northwest Section --
Nort hwest Quarter of Section 34. These are the two
units of the Hill and the Jordan well.

It has conme to ny attention -- well, this
week we have found out that we do have anot her
conpany that is interested in drilling a well to tap
part of a reservoir in Section 34 that has not been

drai ned, apparently. W think, as a consequence of
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this, and there is -- and sone speculation as to the
dr ai nage of untapped reserves in Section 33, | would
ask the Board to consider continuing this matter and
the -- M. Brooks' petition to tenporarily abandon
these fields until the May heari ng.

We have acquired all of the |eases in
both of these sections, or both of these units, as |
said. And I'mnot at liberty to disclose the
proposed operator because we have not conpleted the
contractual obligations yet that we're required to
do. But we want to proceed with that and talking to
M. Brooks and possibly resolving this issue w thout
any di sagreenent and perhaps further utilizing the
H 1l and the Jordan wells. There is a chance that
the Jordan well may be used for repressurization, as
M. Brooks says, and the Hill well nay be possibly
used to acquire the well bore to kick off another
well to drain part of the reservoir that has not been
drained in Section 33.

Therefore, | just wanted to bring the
Board up to date and ask that you continue these
matters for the present time. Thank you.

CHAIRMAN GRIGGS: M. Land, it is ny
understanding there's also a site, as | recall, we

had di scussed --
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MR. LAND: Yes, sir.

CHAI RMAN GRI GGS: -- at the previous
Board neeti ng, nmaybe back | ast August.

MR. LAND: That is correct.

CHAI RVAN GRI GGS: W were concerned about
the -- | believe at that point you were concerned
about the renoval of the tank --

MR. LAND: Yes, sir.

CHAI RMAN GRI GGS:  -- on behal f of your
clients.

MR. LAND: Right.

CHAI RVAN GRI GGS:  What is the status of
that site?

MR LAND: Well, the status of the site
is unchanged at this time. W basically would |ike
to see if this conpany would conme in and take over
the operation of the site, assume responsibility for
it, and -- when they are drilling their new well. As
| said, this has all come to ny attention, this has
all come up this week

CHAI RVAN GRI GGS:  Wul d the well be
drilled on this site? There was previously a plugged
well on the site, as | understand it.

MR LAND: That is correct. And there is

five acres that this site takes up to the -- slightly
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to the northeast of both of these well sites.

Al'l of the pipelines are still in place.
The well bores are there, and their integrity remains
intact. The | andowners are very nuch in favor of the
redevel opnent of this field and the drilling of a new
well. | amin contact with themon a regul ar basis.

And | talked to M. Tommy Jordan, who owns the

property where the Jordan well is, this past nonth
concerning a location for a new well in Section 33.
And his response was, "Wll, if they want to put it

where ny house is, just pay ne what | got in it and
give ne tine to nove before you bull doze it."

CHAI RVAN GRI GGS: Let nme ask you further
about the site where the tank is | ocated.

MR. LAND: Yes, sir.

CHAI RVAN GRI GGS: Do you know if that
tank is connected to the two wells nade the subject
of your petition?

MR LAND: Yes, sir, it is. This
facility, which consists of five tanks and
separators, is on nmy client's property, Ms. Mary
Laird' s property, and it does connect and it did
service these two wells and three other wells that
have since been plugged and abandoned. So the

facilities -- and Ms. Laird has no problemw th the
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facilities, since they have renmined there this |ong,
remai ning for a few nore nonths until it can be
determ ned whet her they could be used for nore
producti on.

CHAI RMAN GRIGGS: | guess we were in a
bit of a quandary as to why you wanted the tanks
removed | ast August. But you do not want them
renoved now.

MR. LAND: Yes, sir. At that point in
time, there was no reason not to renove them because
t here was nobody available to drill the wells. And
basically, the situation has changed since that tine.

CHAI RMAN GRIGGS: M. Tyra, | understand

you represent Delphi. | think you appeared on their
behal f in August, | believe it was, when we initially
heard this --

MR TYRA: Yes, sir.

CHAIRMAN GRIGGS: -- and it's ny
under st andi ng you oppose this petition?

MR. TYRA: For the record, yes, |'m John
Tyra on behalf of Delphi. | filed a letter on behalf
of Del phi on March 14th in opposition to M. Land's
petition. |1 was not aware, and he was not aware
apparently, of these new devel opnents. W have no

problemw th continuing this to the May neeting while
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he devel ops this potential party, this potential
driller.

W did inthe letter agree to renpove the
tank facilities and the surface facilities within 90
days. | guess we should suspend that as well if this
is continuing to nove ahead.

CHAI RMAN GRIGGS: M. Land, did you get a
copy of the letter fromM. Tyra?

MR. LAND: | did.

CHAI RVAN GRI GGS:  And do you have any
objection to that being admtted into the record?

MR. LAND: No, sir. | appreciate the
expression that M. Brooks was going to renpove the
tank batteries, but | suggest to the Board that it is
nore appropriate to continue this petition and al so
not order M. Brooks to do so at this tine. It
appears in the best interest of not only M. Brooks
but all of the |andowners. And it certainly would
prevent waste, because there's no reason to renove
perfectly good equi pnent and then nove the sane type
of equi pnment back in later on in the year to service
t he same wel | s.

CHAI RMAN GRI GGS: Do you have anyt hi ng
further, either of you?

MR, TYRA: No, sir.
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MR LAWEY: Chairman, | make a notion we
continue until the May neeti ng.

MR PEARSON:. Second.

CHAI RVAN GRI GGS:  Mpdtion and a second.
This itemis continued until the May heari ng.

MR. LAND: Thank you, sir.

CHAI RMAN GRI GGS: Thank you, gentl enen.

MR ROCERS: Next item then, is Item 16,
Docket No. 03-19-13-02A, petition by Klondi ke Energy,
Limted Partnership.

MR. CHAIRVAN: | believe that coupl e back
there is interested and m ght |ike a copy of the
exhi bits.

MR WATSON: M. Chairman, |'m Tom Wat son
here, representing Kl ondi ke Energy. | have one
witness, and | would Iike to have himsworn in,
pl ease.

CHAI RVAN GRI GGS:  Proceed, M. Watson.

MR. ROGERS: Wbuld you state your nane
and address, sir.

MR. STEPHENS: Janmes O Stephens,

Madi son, M ssi ssi ppi .
(Hearing O ficer swears in wtness.)

MR WATSON: M. Chairman, | have

pre-filed an affidavit of notice in this matter, and
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| would ask that it would be admtted into the
record.
(Whereupon, (lItem 16) Affidavit of notice offered in
evi dence.)

CHAIRVAN GRIGGS: It is admtted.
(Whereupon, (lItem 16) Affidavit of notice received in
evi dence.)

MR. WATSON: Kl ondi ke is requesting the
Board to enter an order establishing a new gas
condensate field in Choctaw County to be known as the
Sout heast Silas Field. And we're asking that you
pronul gate Special Field Rules for this new field and
that you establish a permanent production allowabl e

for the Choctaw Lunmber Conpany 14-11 #1 Wl .

JAVES STEPHENS,
having first been duly sworn, was exam ned and

testified as foll ows:

MR. WATSON: M. Stephens, you prepared
exhibits in support of this petition, have you not?
MR STEPHENS: Yes, sir.
MR. WATSON: You have appeared before
t his Board on nunerous occasi ons and have on file an

affidavit of your qualifications as a petrol eum
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1 engi neer; is that correct?

2 MR. STEPHENS: Yes, | do.

3 MR WATSON: M. Chairnman, | tender

4 M. Stephens as an expert witness for giving

5 testinmony in this item

6 CHAI RVAN GRI GGS: Board recogni zes

7 M. Stephens as an expert in petrol eum engi neering.
8

9 (I'tem 16) DI RECT EXAM NATI ON BY MR WATSON:

10 Q I f you would turn in your bookl et of
11 exhibits, M. Stephens, to your Exhibit No. 1. |If
12 you woul d describe there what we were asking the
13 Board to establish for this new field.

14 A Exhibit No. 1 is a screen shot of the
15 State O 1 and Gas Board area field map onto which
16 we' ve i nposed the proposed Southeast Silas Field in
17 green. The proposed field is the Southwest Quarter
18 of Section 14 and the Sout heast Quarter of Section
19 15, Township 9 North, Range 4 Wst, Choctaw County,
20 Al abama. You can see the permtted well there,
21 Permit No. 16747-B, which is the location that we
22 drilled for the discovery well.
23 This map sinply shows the other wells,
24 nearby wells, and fields in the area. You can see to
25 the northwest in the green dashed outline is the
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Silas Field, which still produces, and to the west
about one mle, the Zion Chapel Field outlined. That
field has been plugged and abandoned.

Q Al right, sir. Go to your Exhibit No.
2. Describe the informati on shown on that exhibit,
pl ease, sir.

A Exhibit No. 2 is the as-drilled survey
pl at for the Choctaw Lunber Conpany 14-11 #1 Well.
The well was drilled froma surface |ocation 2,211
feet fromthe south line and 1,246 feet fromthe west
line of Section 14 to a bottom hole | ocation that was
directionally drilled to the top of the Smackover,
whi ch was encountered 697 feet fromthe north unit
line and 1,229 feet fromthe west unit line. The
bottom hol e |l ocation in the Norphlet Fornmation was
1,819 feet fromthe south line and 1,233 feet from
the west line of the unit.

Q And | believe our proposed Special Field
Rules for wells in this field would be required to be
at | east 660 feet fromevery exterior boundary of the
production unit; is that correct?

A Yes, sir.

Q Al right. Let's go to your Exhibit No.
3, and let's define this new Smackover gas pool

pl ease, sir.
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A Exhibit 3 is a type log for the Choctaw
Lunber Conpany 14-11 #1 Well. |It's a section of the
t hree-detector litho density TVD |l og. You can see
fromthe log that the top of the Smackover porosity
was encountered at 13,801 feet true vertical depth
and the base of the Smackover porosity was
encountered at 13,818 feet true vertical depth. The
Smackover porosity there was perforated from 13, 804
feet to 13,814 feet TVD. Those perforations were
tested. The well flowed 144 barrels of condensate
per day and 854 Mf of gas per day. On a 14/64 it
showed 1240 psi flowi ng tubing pressure, resulting in
a gas/oil ratio of 5,930 standard cubic feet per
stock tank barrel. The nmeasured gravity of the tank
oil was 51.2 degrees API.

Q Al right, sir. Now, M. Stephens, as we
turn to Exhibit No. 4, is it true that you had
avai l abl e to you the geol ogical advice fromPhillip
Reeves in preparing this Exhibit No. 47

A Yes, sir. Phillip Reeves is a consulting
geol ogi st who has worked this area for many years.

And he mapped this prospect which we drilled and
ultimately conpl eted this producing well.
MR. WATSON: M. Chairnman, |'ve handed up

a copy of the pre-filed affidavit of testinony in
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1 support of this petition today. And | have

2 highlighted in that affidavit of support, or

3 affidavit in support of this petition, the key

4 testinmony from M. Reeves about this structure that's
5 on page 2.

6 Q And you' ve seen M. Reeves's affidavit of
7 testinmony. And that was the basis for this mapping

8 of the structure that's shown on Exhibit No. 4; is

9 t hat correct?

10 A Yes, sir.

11 Q Al right. Describe this structure map
12 now, with the understanding that M. Reeves, who is
13 testifying here today by affidavit, has assisted in
14 maki ng this map.

15 A This map was constructed using a

16 conbi nati on of subsurface information and 3-D

17 seismic. As you can see on the map, there are only
18 two well penetrations on the structure which would

19 help in the mapping. O course, the discovery well,
20 t he Choctaw Lunber Conpany 14-11 #1 Well, is shown in
21 t he Sout hwest Quarter of Section 14 there. It
22 encountered the top of the Smackover porosity at
23 13,542 feet subsea. The only other well on that
24 structure is the Norton 22-1 to the southwest, which
25 was a wet dry hole. It encountered the top of the
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Smackover at 13,620 feet.

Q Al right, sir. Wat about this
porosity, possible porosity pinchout to the
nort heast ?

A W have determ ned that several of the
other fields in the area actually are a conbi nation
of structural and stratigraphic traps. For that
reason, we have drawn in a possible porosity
pi nchout. If that porosity pinchout does not exist,
then the red area is probably the | argest productive
area -- largest area that can be productive on this
structure due to the spill point being at 13,570 feet
structurally. However, as | nentioned, other fields
in the area have exhibited stratigraphic pinchouts
which could result in the field being larger, but we
just don't know at this tinme.

Q Al right, sir. Let's |Iook at your
Exhibit No. 5, M. Stephens. Tell us what that
exhibit is and describe the information shown on it.

A Exhibit No. 5 is a base nap show ng the
wells in the area and two arbitrary seismc |ines.

It shows Line A going fromthe northwest to the
sout heast, which goes through the Pruet-Hughes &
Hughes Smith Lunber Conpany 15-4 Well in the

Nort hwest Quarter of Section 15. That |ine extends
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down approxi mately through the m ddle of the
produci ng unit.

Then there's Arbitrary Line B, which
extends fromthe sout hwest through the Pruet Norton
22-1 Well to the northeast through the proposed
producing unit and well |ocation on to the -- to the
nor t heast .

Q Al right. Go ahead with your Exhibit
No. 6, which is your first arbitrary |ine.

A Right. Exhibit No. 6 is Arbitrary Line
A.  You can see it goes fromthe Smth Lunber Conpany
Wel | down through the Choctaw Lunber Conpany 14-11
#1. You can see fromthis -- and the top of the
Smackover is depicted by the blue line there on the
seismc section. You can see that the Smth Lunber
Conmpany Well is quite high to our well. So it is a
hi gh and wet well because there was no cl osure on
that structure, apparently. You can also see that it
is located on top of a separate structural feature
fromthe structural feature that the Choctaw Lunber
Conmpany Well is on.

Q And the red lines on this Exhibit No. 6
indicate the limts of the 160-acre governnental
guarter section; is that right?

A Yes, that's correct. It shows the

Freedom Court Reporting, Inc

877-373-3660



AL State Oil and GasBoard Mtg. 47

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

boundaries of the unit. And it also shows that the
Choct aw Lunber Conpany 14-11 Well penetrates the top
of that structure very near the crest.

Q Al right, sir. Let's go to your Exhibit
No. 7, your Arbitrary Line B

A Arbitrary Line B goes fromthe sout hwest,
fromthe Norton 22-1 Well up through the discovery
wel | of Choctaw Lunmber Conpany 14-11 #1. You can see
that the Norton 22-1 is quite low to the discovery
wel | and that the discovery well penetrated the
Smackover formation and the crest of the structure in
arelatively flat area across the top. You can al so
see that near the northern unit line there's
significant north dip. This north dip would indicate
a structural closure.

Q Al right, sir. Now you have a
stratigraphic cross section, which is your Exhibit
No. 8. Describe that stratigraphic cross section,
pl ease, sir.

A The stratigraphic cross section contains
two logs, the LBT/CM. log fromthe Norton Estate 22-1
and the three-detector litho density |log on the
Choct aw Lunmber Conpany 14-11. You can see there that
t he tongue on the top of the Smackover. You can see

that the Smackover is relatively the sane thickness
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in both wells. You can see the Haynesville marker at
the top of the cross section. It seens to be very
consi stent across the area. And on the consistent
Haynesvill e marker and the distance fromthe
Haynesvill e marker to the top of the Smackover
porosity and the simlar porosity thicknesses, we
believe that the porosity in the Norton Well is the
same porosity that we see in the Choctaw Lunber
Conmpany Wel | .

Q Al right, sir. Your next exhibit is the
first test of this well, Exhibit No. 9. Describe the
information on that form please, sir.

A Exhibit No. 9 shows that the perforations
are 13,858 feet to 13,868 feet neasured depth in the
well. The well was tested on Decenber 5th of 2012.

It tested at a rate of 144 barrels of condensate per
day and 854 Mf of gas per day. @Gas/liquid ratio was
5,930 standard cubic feet per stock tank barrel. It
was tested on a 14/64 choke with a final flow ng
tubi ng pressure of 1,240 psi. The neasured gravity
of the stock tank oil was 51.2 degrees API. Also
note that the hydrogen sul fide content was 165, 000
parts per mllion, or 16.5 percent.

Q Al right, sir. And your next exhibit,

Nunber 10, is your Pressure Test Report. Wuld you
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sumari ze the informati on on that exhibit, please,
sir?

A This is the bottom hol e pressure that was
run in the well approxi mtely one week after the well
was shut in, after the test. This survey was run on
the 12th of Decenmber. It was -- the pressure was
nmeasured at the mddle of the perforations, which is
13,863 feet, and it indicated a pressure of 4,936 psi
and a maxi mum recorded tenperature of 242 degrees
Fahrenheit.

Q Al right, sir. And now we cone to
Exhibit No. 11, the PVT report.

A This is a retrograde gas, PVT report done
by FESCO Petrol eum Engi neers. Page 1 of that report
sumari zes the purpose of the study and the results.
The report contains the results froma | aboratory
study perforned on a reconbi ned separator fluids from
the subject well. The study deternmined the type and
character of the reservoir fluid. The fluid study
was performed using the first stage separator oil and
gas sanples that were obtained fromthe well on the
day of the test, Decenber 5th, 2012. The sanples
were gathered by FESCO  The separated gas and oi
were physically reconbined in an individual PVT cel

at the reservoir tenperature of 242 degrees and at
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t he neasured gas/oil ratio of 5,930 standard cubic
feet per barrel. A retrograde dew point was observed
at 3,960 psi. Static reservoir pressure is higher

t han the observed retrograde dew point; therefore,
the reservoir fluid exists as an undersaturated or

si ngl e-phase gas at static reservoir conditions at
4,935 psi and 242 degrees Fahrenheit.

Q Al right, sir. Now, in our proposed
Special Field Rules, M. Stephens, we are asking --
and you described this in your first exhibit at the
Sout heast Quarter of Section 14 and -- |I'msorry, the
Sout hwest Quarter of Section 14 and the Sout heast
Quarter of Section 15, all in Township 9 North, Range
4 West, Choctaw County, underlain by this Snackover
gas pool be considered a new field that we're

suggesting as the Southeast Silas Field. 1Is that

correct?
A That's correct.
Q And in these Special Field Rules, you're

provi di ng for 160-acre production units?

A Yes, sir.

Q Al so, because your OGB-9 shows this high
hydrogen sulfide content in the well stream Rule 7

requires a cleansing of production; is that correct?
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Q So describe for the Board, if you would
how you intend to conply with Rule 7 and where we are
at this date and tine in getting this production to
t he cl eansing pl ant.

A We intend to install and are in the
process of installing facilities on the |ocation
which would allow the well to ultimately flow a ful
well streamto the processing plant, such that no
production is collected on the site itself, and
therefore elimnating the hazard -- a |l ot of the
hazard with the H2S gas. W intend to install a
t hr ee- phase separator on | ocation which woul d neasure
the oil, gas, and water production fromthe well.
Thi s production woul d be nmeasured through neters

whi ch woul d be calibrated nonthly. Also, a sanple of

t he gas and condensate will be collected nonthly.
After netering, these fluids will be reconbined into
the pipeline so that full well streamfloww Il flow

about three and a half mles west in a pipeline that
we're also constructing and tie it into the Gn Creek
Field gathering line. The Gn Creek Field currently
produces all the way to the Anerican M dstream Chat om
pl ant for processing, and this production would go to
that same plant for processing just as G n Creek

Field production does.
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Q And the plans for the laying of this
pi peline and the notices required by the Board's
rul es and regul ati ons have been submtted to the
Board staff; is that correct?
A Yes, that's correct.
Q Have the pipeline specifications for this

line you just described been approved?

A Yes, sir.
Q kay. And tell the Board how you wil|
allocate -- since its full well streamis going to

the Chatomplant, tell the Board how you wi ||
al l ocate the production back to this unit.

A The production will be neasured at the
well site in barrels of condensate and Mcf of gas.
And based on those volunmes and the gas and oi
anal ysis, the noles of each hydrocarbon conponent
will be calculated. This is the same nmethod used for
the other seven wells that our affiliated conpany,
Croshby's Creek Ol & Gas, uses for the Gn Creek
Field, the Crosby's Creek Field, and the Copel and
Field. The noles of each conponent are cal cul at ed,
and all the production is commngled as it goes into
an inlet separator at the plant. At the plant then,
the noles are calculated again as the inlet -- inlet

production. And that inlet production is allocated
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back to each of the wells based on their nmonthly
neasur enent .

Q Al right, sir. Is it your
recommendation to this Board that that is a prudent
and fair way to allocate the production back, and
does that conply with the Board's rules and
regul ations relative to the protection of correlative
rights?

A Yes, it does.

Q Look back if you would, please, at your
Exhi bit No. 4. You' ve asked that this new field
consist of really 320 acres, two governnmental quarter
sections. Is all of the production for this Choctaw
Lunber Conpany 14-11 Well currently contained within
t he proposed 160-acre production unit?

A As far as we know. W really don't know
the productive limts of the field. You can see
there's a question mark on the map there. As |
stated, that's about as far downdip as the production
can exist if this is a structural -- strictly a
structural trap. However, if there is a porosity
pi nchout, the field could be slightly larger, could
carry on over into Section 15. But we don't have any
basis for drawi ng production in Section 15 so far.

Q Do you have any plans to drill in the
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1 Sout heast Quarter of Section 157

2 A | f the Choctaw Lunber Conpany Well held
3 up significantly for a long tinme, we mght be

4 encouraged to drill a well in the Southeast Quarter

5 of Section 15.

6 Q You are aware, are you not, M. Stephens,
7 of the statutory option of expandi ng production units
8 based upon certain criteria spelled out in the

9 statutes, where you could enlarge the 160-acre unit
10 to take in an area that would be in inmmnent danger
11 of being drained without otherw se being protected
12 were it were not included in a unit, up to 50 percent
13 the size of the current 160-acre unit?

14 A | am aware of that possibility.

15 Q And are you testifying to this Board

16 today that if, as this well produces, it becones

17 evi dent to your conpany that additional area should
18 be included, that you would bring that evidence to
19 the Board for a determination as to whether this unit
20 shoul d be enl ar ged?
21 A Yes.
22 MR WATSON: M. Chairman, | would ask
23 that you receive into the record of this hearing
24 today the exhibits testified to by M. Stephens and
25 the pre-filed affidavit of testinony of M. Reeves.
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(Wher eupon, (lItem 16) Klondi ke Exhibits 1 through 11
of fered in evidence.)

CHAI RVAN GRIGGS: They're admitted into
t he record.

(Wher eupon, (Item 16) Klondi ke Exhibits 1 through 11
received in evidence.)

Q Wul d the granting of this petition and
pronul gati on of these Special Field Rules and the
establishment of this new field pronote orderly
devel opnent, prevent waste, and protect correlative
rights?

A Yes, it woul d.

MR. WATSON: | tender ny witness to you,
M. Chairman, Menbers of the Board, and the staff.

CHAI RMAN GRI GGS:  Any questions by you or
the staff?

MR. McQUI LLAN. M. Stephens, do you
know, have you submitted your plat here as drilled to
our permtting departnent?

THE W TNESS: Yes, we have.

MR. McQUI LLAN:. Ckay. Wth an anended
one?

MR WATSON: Wth a what?

MR, McQUI LLAN:  An anmended OGB-1.

THE W TNESS: Yes, we have. The form
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checkers on the staff had asked for a couple of
corrections on the OGB-1, which we did correct, and
have mailed that. | don't know if it has been
received yet.

MR. McQUI LLAN. COkay. Well, great, thank
you.

CHAl RMAN CGRI GGS: M. Pearson, any
guestions?

MR PEARSON. M. Watson, on the
al l ocation back testinony, | don't note that that is
actually in Special Field Rules that have been
submtted. Rule 8 tal ks about neasurenent of
producti on.

MR WATSON:  Yes.

MR. PEARSON. | guess I'mjust clarifying
for the record, the Board's consideration in granting
of this petition would be Rule 8 as written.

MR WATSON:  Yes.

MR. PEARSON. Correct?

MR WATSON: Yes, sir.

MR. PEARSON. And M. Stephens' testinony
was sinply a discussion or enhancenent of sone
suggestions about that?

MR. WATSON: How it works, yes, sir. And

how -- yes, sir, that's right.
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MR. PEARSON. All right. | don't have ny
further questions, then.

CHAI RMAN GRI GGS: Do you have -- it's ny
under st andi ng you have an interest in this. Wuld
you |i ke to make a comment or ask any questions? |If
you do, if you would come up to the m crophone.

UNI DENTI FI ED SPEAKER: No. Thank you.

CHAI RVAN GRI GGS:  You' re wel cone.

I's there a notion on this?

MR. PEARSON. M. Chairman, | nove that
we grant Item 16, which is the petition of Kl ondike
Energy, LP

CHAI RVAN GRI GGS:  Have a notion. |Is
t here a second?

MR LAWEY: Second.

CHAI RVAN GRI GGS:  Have a notion and a

second. All in favor say "aye. Ayes have it.
Petition is granted.

MR. WATSON: Thank you.

MR ROCERS: Next itemis Item 21, Docket
No. 03-19-13-07, Petition by Land and Nat ur al
Resour ce Devel oprment, | ncor porat ed.

MR WATSON: M. Chairman, | have one

witness. 1'd like to have himsworn in, please, sir.

MR. ROGERS: State your nane and address.
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MR. H G3 NBOTHAM  Davi d Hi ggi nbot ham
Tuscal oosa, Al abana.
(Hearing O ficer swears in the witness.)

MR WATSON: M. Chairman, | am Tom
Wat son, representing Land and Natural Resource
Devel opnent, Inc., and | pre-filed an affidavit of
notice in this matter. | would like to have it
adm tted into the record.
(Whereupon, (ltem21) Affidavit of notice offered in
evi dence.)

CHAIRVAN GRIGGS: It's admitted into the
record.
(Whereupon, (lItem 21) Affidavit of notice received in
evi dence.)

MR. WATSON: Land and Natural Resources
Devel opnent, Inc. is asking the Board to approve a
160-acre wildcat drilling unit for the reentry and
conpl etion of the Chunn 2-9 Well on a 160-acre unit
consisting in the South Half of the Northeast Quarter
and the North Half of the Southeast Quarter of
Section 2, Township 3 North, Range 6 East, Escanbia
County, Al abama, as an exception to Rule
400-1-2-.02(2)(b) of the State G| and Gas Board's
Adm ni strative Code.

If I mght point out for the record that
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this same unit that we're requesting to be approved
t oday was previously granted adm nistratively, and
M. Higginbothamw Il give you the history of that.
My expert witness is David Hi ggi nbotham who has
appeared before you on nunerous occasi ons and has on
file an affidavit of his qualifications as a

pet rol eum geol ogi st.

M . Hi ggi nbotham have you prepared
exhibits in support of the petition that the Chair
has cal |l ed today?

MR H G3 NBOTHAM  Yes, sir

MR. WATSON: | tender himas an expert
geol ogical witness for giving testinony, M.
Chai r man.

CHAI RVAN GRI GGS: Board recogni zes

M . Hi ggi nbotham as an expert petrol eum geol ogi st.

DAVI D H GE NBOTHAM
havi ng been first duly sworn, was exam ned and

testified as foll ows:

(Item 21) DI RECT EXAM NATI ON BY MR. WATSON
Q M. Hi gginbotham if you would refer to
your Exhibit No. 1, please, which is a plat of this

| ocation | just described, and tell the Board what's
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shown t here.

A Exhibit No. 1 is a plat of our proposed
| ocation. Qutlined in red is the proposed unit. The
scale of this plat is one inch equals 1,000 feet.

Qur unit consists of the South Half of the Northeast
Quarter and the North Half of the Southeast Quarter.

Q And, M. Higginbotham is this Chunn
well, as it's located, is it a legal location in
accordance with the rules; that is, nore than 660
feet, or at |east 660 feet fromevery exterior
boundary of this proposed 160-acre unit?

A Yes, sir, it is a legal l|ocation.

Q Al right. Let's go to your Exhibit No.
2. Tell the Board what this exhibit is and describe
the information there, please, sir.

A Exhibit No. 2 is a structure contour nap
on top of the Smackover formation. The contour
interval is 25 feet. The proposed unit, again, is
outlined in red. The Chunn Well was drilled in 2003
by Ventex. And Ventex drilled their well, logged it,
cored it, and plugged the well. That well
encountered the top of the Smackover at a subsea
depth of mnus 13,768, and that well encountered an
oi | -water contact at a subsea depth of mnus 13, 801.

The structure contour map illustrates that the
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interpreted oil accunulation is trapped on a four-way
dip closure. The scale of the map is one inch equals
1, 000 feet.

Q Al right, sir. Let's |Iook at your next
exhibit, Nunmber 3, which is a log fromthat well, and
let's tell the Board what's shown on that exhibit,
pl ease, sir.

A This next exhibit is a log, high
resol ution induction special density dual spaced
neutron mcrolog. This |Iog shows the formation tops
for the Buckner formation and for the Smackover
formation. The top of the Smackover is at a | og
depth of mnus 4 -- excuse ne, is at a |og depth of
14,151. And this is -- equates to a subsea depth of
m nus 13,768 true vertical depth. This well
encounters an oil-water contact at a | og depth of
14,184, which corresponds to the true vertical depth
of m nus 13, 801.

In the right columm of this exhibit is a
summary of the Smackover reservoir. |t has 33 feet
of oil in the Smackover oil colum, with 16 feet of

m crol og separation with 7 to 10 percent porosity. A

conventional core was taken over this well, and the
conventional core illustrates that there was 10 feet
of pernmeability of half a mllidarcy or greater, 7
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feet perneability greater than one mllidarcy, and 3
feet of pernmeability greater than 18 m | li darcies,
for a maxi mum perneability of 30 mllidarcies in the
wel | bore.

Q What is Land and Natural's plan relative
to the entry of this well?

A Land and Natural plans to reenter the
wel |, set casing, and perforate the top of the
Smackover approximately eight feet, from 14,151 to
14, 159.

Q Al right, sir.

A And if necessary, acidize the well.

Q Al right, sir. Your |ast exhibit,
Exhibit No. 4, M. Hi gginbotham tell us what that
exhibit is and why it's included in this package of
exhi bits.

A Exhibit No. 4 is an exhibit that Ventex
Operating submtted to the Board for the East
Chitterling Creek oil field. And the purpose of
putting this exhibit in here was to illustrate that
the top of the Smackover formation in the Ventex well
is 62 feet structurally lowto the oil-water contact
in the Land, Inc. proposed reentry of the Chunn well.

Q So that says, then, these are two

separate and distinct oil pools; is that correct?
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A Yes, sir, that's correct.

Q So that if your reentry of the Chunn Wl
is successful and you're able to produce, then we
woul d be setting up a separate field fromthe
Chitterling Creek Field?

A Yes, sir, that's correct.

Q Al right, sir. M. H gginbotham if the
Board sees fit to grant this petition to allow Land
and Natural to reenter this well, would that prevent
waste and woul d correlative rights be protected?

A Yes, sir, it would.

Q As you' ve mapped this potential oi
accurrul ation, it appears fromyour Exhibit 2 that al
of the potential oil production is contained within
the 160-acre unit; is that correct?

A Yes, sir, that's correct.

MR WATSON: M. Chairman, | would ask
that you receive into the record this hearing and
Exhibits 1 through 4 to the testinony of
M . Hi ggi nbot ham
(Wher eupon, (ltem 21) Land And Natural Resource
Devel opnent, Inc. Exhibits 1 through 4 offered in
evi dence.)

CHAI RVMAN GRI GGS:  Exhibits 1, 2, and 3

are admtted into the record. And Exhibit No. 4,
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which is dated March 11, 2013, but al so appearing on
there, it's identified as Exhibit 3 on Docket No.
3-7-06-6, is admtted into the record.
(Wher eupon, (ltem 21) Land And Natural Resource
Devel opnent, Inc. Exhibits 1 through 4 received in
evi dence.)

MR. WATSON: Thank you, sir. And |
tender nmy witness to the Board and staff for any

guestions you have.

CHAI RMAN GRI GGS:  Any questions by you or

the staff? |Is there a notion on this itenf

MR. LAWEY: | nmke a notion to grant the
petition.

MR PEARSON. Second.

CHAI RVAN GRI GGS:  Mdtion and a second.
Al in favor, say "aye." Ayes have it. Petition is
gr ant ed.

MR. WATSON: Thank you, M. Chairnman.

MR. ROGERS: Next itemis |tem 24, Docket

No. 03-19-13-10, petition by Stetson Petrol eum

Cor por ati on.

MR, TYRA: | have one witness to be sworn

in, please.
MR. ROGERS: State your nane and address.

MR. DAYTON: M nane is John Dayton. |
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1 reside at 183 Basin View Road, Big Fort, Mbontana.

2 (Hearing O ficer swears in the witness.)

3 MR TYRA: M. Chairman, |'m John Tyra
4 agai n, on behalf of Stetson Petrol eum Corporation.

5 We have filed a petition asking approval of a

6 nongover nnental 160-acre production unit for the

7 proposed Coley 35-5 #1 Wll. The unit is to consist
8 of the South Half of the Northwest Quarter and the
9 North Hal f of the Sout hwest Quarter, Section 35,

10 Township 4 North, Range 7 East in Conecuh County,

11 Al abama, in the Barnett Field. W note that Rule 3
12 of the Special Field Rules for the Barnett Field

13 allows wells to be drilled on approxi mately 160

14 contiguous surface acres upon which no other drilling
15 or producible well is |ocated.

16 My witness is newto the State of Al abana
17 and has not testified.

18

19 JOHN DAYTON,
20 having first been duly sworn, was exam ned and
21 testified as follows:
22
23 MR TYRA: But | will ask you, M.
24 Dayt on, have you on record a copy of your resung?
25 MR, DAYTON: | do.
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MR. TYRA: And would you briefly go over
your background, both work experience and your
educati onal experience?

MR. DAYTON: Ckay. | have a B.S. in
chem cal and petroleumrefining engineering from
Col orado School of Mnes in 1974. Ever since that
time, I've worked in the production end of the
busi ness, though, rather than the refining end of the
business. | was an operations and facilities
engi neer in Cook Inlet, Al aska, Colorado, and Woni ng
wi th Anpbco Production Conpany, 1974 through 1979. |
was Wth -- noved conpanies. | was with Arco
wor ki ng on the Kuparuk QO lfield devel opnent,
operations engi neering teamfrom 1979 to '83. Cook
I nl et and Li sburne engi neeri ng supervisor from'83 to
"84. | worked on the Lisburne G lfield devel opnent
as engi neering manager for Arco Alaska from'84 to
*88. | was Kuparuk QG Ifield operations nanager on
the North Slope of Alaska for '88 and '89. | was
Prudhoe Bay operations manager in the Eastern
Operating Area operated by Arco, '89 to '91. Then a
Prudhoe Bay projects and construction manager from
91 to '93. After that, | was vice president of
operations for the Trans-Al aska Pipeline with the

Al yeska Pi peline Service Conpany from'93 to '97
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And I"mcurrently working as a petrol eum consul t ant
for Stetson Petrol eum

MR TYRA: Al right, sir. 1'Il ask you
in that capacity as consultant for Stetson Petrol eum
are you famliar with the request to drill this wel
and also famliar with the petition that has been
filed in this matter?

MR DAYTON: | am

MR TYRA: And are there exhibits that
have been prepared in support of that petition that
you're going to be testifying to?

MR DAYTON: Yes, there are. W have
t hree exhibits.

MR TYRA: Al right, sir. | would ask
that M. Dayton be recogni zed as an expert witness to
testify in this matter, please.

CHAI RMAN GRIGGS: M. Tyra, the Board
will recognize M. Dayton as a petroleumrefining
engi neer. And we woul d request that you take his
resumeé that you provided to the Board and ask himto
sign and date it.

MR. TYRA: Yes, sir. Wuld be happy to
do that.

Wiile he's doing that, | have pre-filed

an affidavit of notice that | would ask be made a
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part of the record at this tine.
(Whereupon, (ltem 24) Affidavit of notice offered in
evi dence.)

CHAIRVAN GRIGGS: It's admitted into the
record.

(Whereupon, (ltem 24) Affidavit of notice received in
evi dence.)

MR. TYRA: W also pre-filed an affidavit
of confidentiality concerning an exhibit, but
actually, we will not be using that exhibit today.

So | guess there's no reason to admt that at this
poi nt .

CHAl RVAN GRI GGS:  The Board will admt
his resumé into the record.

(Wher eupon, (ltem 24) John Dayton's resune offered
and received in evidence.)

MR. TYRA: Thank you very nuch

(Item 24) DI RECT EXAM NATI ON BY MR. TYRA
Q M. Dayton, | would ask that you turn to

your Exhibit 1 and explain what that shows, please.

A The first exhibit is a drilling plat
whi ch shows the drilling unit of 160 acres outlined
with a red dashed line. It shows the surface
| ocation of the well, and it shows the bottom hol e,
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or intended bottom hole |ocation of the well. The
well is being drilled as a directional well due to
terrain considerations. The bottom hole |ocation is
directly underneath a creek.
Also on this plat you'll see the

Al ger-Sullivan Well, which is alittle bit to the
sout heast of the center of the section there. This
was the discovery well for the Barnett Field. It was
drilled back in 1975. It was -- last produced in
1994 and has been plugged since then.

Q Al right, sir. So after the
Al ger-Sullivan Well was drilled, were Special Field

Rul es adopted for the Barnett Field?

A Yes, they were.

Q And that was in 1975 as well; is that
correct?

A Correct.

Q Now, the Special Field Rules, Rule 3 of

the Special Field Rules require spacing of 160

contiguous acres upon which no other drilling or
produci ble well is located; is that correct?

A That's correct.

Q And so the proposed unit is 160 units

with no other wells on it; is that correct?

A That is correct.

Freedom Court Reporting, Inc

877-373-3660



AL State Oil and GasBoard Mtg.

70

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

Q It also requires all wells to be 1, 320
feet fromevery other drillable or producible well in

the field. Now, is that requirenent net by your

| ocati on?

A Yes, it is.

Q And finally, it requires that you be at
| east 660 feet fromevery exterior boundary. Is the
| ocation of the proposed well, does it neet that

requirenent ?

A Yes, it does. The proposed bottom well
| ocation is 998 feet fromthe west |ine and 964 feet
fromthe north line of the proposed unit.

Q Al right, sir. |If you had a need to
have a governmental unit consisting of that Northwest
Quarter, that |ocation would be an excepti onal
| ocation, wouldn't it? Wuld it not be?

A Yes, it woul d be.

Q It would be too close to the south |ine;
is that correct?

A That's correct.

Q Al right, sir. Let's turn to your
Exhibit 2, and explain what that shows, please.

A Exhi bit 2 shows sonme of the other
exi sting units that have been approved within the

Barnett Field, boundaries in the East Barnett Field,
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Nort heast Barnett Field, and North Barnett Field.
"1l apol ogi ze maybe for the use of the word
"non-conformng.” W couldn't find a better | abel.
Basically, they all conformconpletely to the Field
Rul es, but they're not in line with just governnental
guarter sections.

Q Al right, sir. And your proposed unit
is the one in green; is that correct?

A It's the one in green, that's correct.

Q And | notice there are two producing
wells in the Barnett Field and only two producing
wells. Are those being operated by Stetson as well?

A Yes, they are. The two Scott Paper

wel l's, Scott Paper 3-2 and Scott Paper 28.

Q 3572
A Ch, 35. Thank you.
Q 35-8? kay. And both of those are al so

in split units; is that correct?
A That's correct.
Q And so they are in conpliance with the

Special Field Rules, they're just not governnent al

secti ons?
A That's correct.
Q Al right, sir. Let's |Iook at your

Exhibit 3, which is your structure map. And if you
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will explain --

A This is a structure map for the top of
Smackover structure. The scale is one inch equals
1,000 feet, and the contour interval is 20 feet. It
shows both the surface |ocation, the proposed bottom
hol e I ocation, and it shows the distance to the
nearest producing well, which is the Scott Petrol eum
-- or excuse nme, the Stetson Petrol eum Scott Paper
35-8, of 3,800 feet.

You can see we have structural closure on
three sides. And then the fourth side, you would
have basically a well that has produced to its
economc limt and been abandoned. So the red dashed
line is of course the 160-acre proposed drilling
unit.

Q Al right, sir. |Is the location that you
have there, in your opinion, the optimal geol ogical
| ocation of this well?

A Yes, it is. W believe the northwest
flank has a better chance of higher perneability and
porosity due to the environnental conditions at the
time of the deposition of the oolitic structure.

Q Al right, sir. And the wells to the
south, they're both dry holes; is that correct?

A That's correct.
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Q Then you have the producing well that was
pl ugged and abandoned to the sout heast?

A Sout heast .

Q And then directly east you have a dry

hole as wel | ?

A That's correct.

Q What about north of the proposed unit,
what do you --

A Vel |, that would be well down-structure,

and so therefore, it would be bel ow any wat er - oi
cont act .

Q Al right, sir. Are you seeing any
comuni cati on between these wells, the production
wel I s and your proposed well?

A No.

Q Al right, sir. In your opinion, then,
this is the optimal geological location. Wuld it
al so prevent waste, as that termis defined by our

| aws and statutes here in A abama?

A Yes, it woul d.

Q And would it protect correlative rights
and avoid the drilling of unnecessary wells?

A Yes, it woul d.

Q Is it your opinion that the entire

productive formation that you' re going for is |ocated
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wi thin the proposed unit?

A Yes, it is. Because of the structural --
it's arelatively small structure.

Q Al right, sir.

MR TYRA: | would tender the witness for
any questions the Board may have at this tine.

MR. McQU LLAN. M. Tyra, you had al so
filed an affidavit of testinmony in support of the
petition froman H Pete Berg?

THE WTNESS: Yes. M. Berg is the
presi dent of Stetson Petrol eum Corporation.

MR. McQUI LLAN: Are you also going to
submit that, put that in the record?

MR. TYRA: | think probably not, since we
had live testinony. W have a live witness as well.

No, sir, we'll not submt it. W'Ill do
it on the basis of the testinony of M. Dayton.

CHAl RMVAN GRIGGS: M. Tyra, you're
requesting that we admt Exhibits 1 through 3 into
the record?

MR. TYRA: Yes, sir, please.

MR ROCERS: And the affidavit of notice?

MR TYRA: And the affidavit of notice.
(Wher eupon, (ltem 24) Stetson Exhibits 1 through 3

of fered in evidence.)

Freedom Court Reporting, Inc

877-373-3660



AL State Oil and GasBoard Mtg.

75

1 CHAI RVAN GRIGGS: They're admitted into
2 the record. Anything further?

3 I's there a notion?

4 (Wher eupon, (ltem 24) Stetson Exhibits 1 through 3
5 received in evidence.)

6 MR. PEARSON. | nove that we grant the
7 petition styled as Item 24, which is the petition of
8 St et son Petrol eum

9 CHAI RVAN GRIGGS: Mdtion. |Is there a
10 second?

11 MR LAWEY: Second.

12 CHAl RVAN GRI GGS:  Mdtion and second. Al
13 in favor say "aye." Ayes have it. Petitionis

14 gr ant ed.

15 MR. TYRA: Thank you very mnuch.

16 CHAIRVAN GRIGGS: |Is there a motion to
17 adj our n?

18 MR LAWEY: So noved.

19 MR PEARSON:. Second.
20 CHAI RVAN GRI GGS:  The neeting stands
21 adj our ned.
22 (END OF PROCEEDI NG 11:33 a.m)
23
24
25
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CERTI FI CATE

STATE OF ALABANVA )
COUNTY OF JEFFERSON )

| hereby certify that the above and
f oregoi ng proceedi ng was taken down by ne by stenographic
nmeans, and that the content herein was produced in
transcri pt formby conputer aid under mny supervision, and
that the foregoing represents, to the best of ny ability,
a true and correct transcript of the proceedi ngs occurring
on said date at said tine.

| further certify that I am neither of
counsel nor of kin to the parties to the action; nor am/|
in anywi se interested in the result of said case.
/sl Lane C. Butler
LANE C. BUTLER, RPR, CRR, CCR
CCR# 418 -- Expires 9/30/13
Conmi ssi oner, State of Al abama

My Comm ssion Expires: 2/11/17
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directional (3)
directionally (1)
directly (3)
Director (1)
disagreement (1)
disclose (1)
discovery (6)
discrepancy (1)
discuss (2)
discussed (4)
discussion (1)
dismiss (1)
dismissed (2)
dismissed. (1)
distance (2)
distinct (7)
distribute (1)
distributed (2)
do (1)

do. (6)

Docket (11)
does. (5)

doing (1)

done (1)
downdip (1)
down-structure,

(1)

Dr (8)
drain (3)
drainage (1)
drained (3)
drawing (1)
drawn (2)
drill  (7)
drillable (1)
drilled (16)
driller. (1)
drilling (13)
Drive (1)
dry (3)
dual (1)
due (4)
duly (5)
during (1)

<E>

E (1)

earlier (2)
easier. (1)
East (10)
East, (1)

East. (1)
Eastern (1)
economic (1)
economically (2)
Ed (1)
educational (1)
EDWARD (4)
efficiently (1)
eight (1)
either (2)
electric (1)
elevation (3)
eliminating (1)
employed (2)
encountered (19)
encounters (1)
encouraged (1)
Energy (4)
Energy, (1)
engineer (4)
engineering (7)
engineering. (4)
Engineers (1)
ENGLE (21)
ENGLE, (1)

Engle. (2)
enhancement (1)
enlarge (1)
enlarged (1)
enter (1)
Entertain (1)
entire (6)
entirety (1)
entry (1)
environmental (1)
equals (4)
equates (1)
equipment (2)
Escambia (10)
establish (4)
established (3)
establishing (1)
establishment (1)
Estate (1)
Eunice (1)
evidence (2)
evidence. (22)
evident (1)
EXAMINATION
(11)

examined (5)
Excel (1)
exception (1)
exceptional (1)
excludes (1)
excuse (3)
Exhibit (84)
exhibit, (5)
exhibited (3)
EXHIBITS (48)
exhibits. (4)
exist (2)
exist, (1)
existing (1)
exists (1)
expanding (1)
experience (2)
expert (12)
expire (1)
Expires (2)
explain (4)
exploration (1)
Express (2)
expression (1)

extending (1)
extends (2)
exterior (4)

<F>
facilities (6)
facility (1)
fact (1)
Fahrenheit. (2)
fair (1)
fairly (3)
familiar (3)
far (3)

far. (1)
favor (7)
feature (2)
features (1)
February (1)
feet (54)
feet, (1)
feet. (5)
FESCO (3)
field (79)
Field, (1)
Field. (5)
fields (6)
file (9)
filed (8)
Final (2)
Finally (3)
find (1)
finished (1)
first (19)
fit (1)

five (2)
flank (1)
flat (1)
flow (4)
flowed (1)
flowing (4)
fluid (3)
fluids (2)
folks (1)
following (1)
follows: (5)
foot (1)
for (5)
foregoing (2)
Form (4)
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Fort (1)
forward (1)
found (4)
fourth (1)
four-way (4)
fracturing (1)
frame. (1)
from (5)
full (4)
further (8)
future (1)

<G>

GAS (26)
gas. (2)
gathered (1)
gathering (1)
gave (1)
generally (1)

geographical
geologic (1)

geologist (2)

geology (1)
geology. (1)
getting (1)
Gin (4)
give (2)
given (1)
giving (2)
Go (10)
goes (5)
going (6)
Good (2)
governmental
grant (5)
granted (2)
granted. (3)
granting (6)
gravity (2)
great (1)
greater (3)
green (7)
Griggs (70)
guess (4)

geological (4)

geologist. (5)

formation (11)

Gentlemen (1)
gentlemen. (1)

(1)

(6)

<H>

H2S (1)

had (1)

Hal (1)

half (8)
handed (1)
happy (1)
has (3)

have (5)
have. (5)
Haynesville (3)
hazard (2)
heard (6)
Hearing (21)
hearing. (2)
Hearings (1)
held (1)

help (1)
HIGGINBOTHAM
(11)
Higginbotham,
2)
Higginbotham.
1)

high (5)
higher (2)
highest (2)
highlighted (1)
Hill (4)

his (1)
history (5)
Holdings (6)
hole (12)
hole, (1)
holes (1)
Home (3)
Hoover, (1)
hopefully (1)
hours (1)
hours. (1)
house (1)
Hughes (1)
hydraulic (1)
hydrocarbon (2)
hydrocarbons (1)
hydrogen (2)

<[>

I (8)
identified (1)
identify (1)
if (4)

illustrate (1)
illustrates (2)
I'm (1)
imminent (1)
imposed (1)
in (34)

in, (1)

inch (4)
include (5)
included (3)
including (1)
Incorporated. (1)
INDEX (3)
indicate (2)
indicated (4)
indicating (1)
indication (1)
individual (1)
individually (1)
induction (1)
industry (1)
information (8)
informed (1)
initial (3)
initially (2)
inlet (6)
inside (1)
install (3)
installing (1)
instance (1)
intact (1)
integrity (1)
intend (3)
intended (1)
interest (5)
interested (3)
interpretation (2)
interpreted (1)
interval (4)
into (7)
involved (1)
is (22)

is. (7)

issue (5)
issues (1)

it (9)

it, (1)

it. (6)
ITEM (47)
item, (1)
item. (2)
ITEMS (28)
its (5)

<J>

James (4)
JEFFERSON (1)
Jim (1)

job (1)

JOHN (9)
Jordan (6)
July (3)

jump (1)

just (2)

<K >

keep (1)
key (1)
kick (1)

kin (1)
kind, (1)
Klondike (6)
know (6)
known (8)
Kuparuk (2)

<L>

label. (1)
laboratory (1)
Laird (1)
Laird's (1)
LAND (26)
Land, (1)
landowners (3)
landowners. (1)
Land's (1)
Lane (2)
lapse (1)
larger (2)
largest (2)
LATHEM (2)
Lathem. (2)
Lawley (11)
laws (1)
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laying (1)
LBT (1)
leases (3)
Ledger (5)
legal (2)
LEIGH (21)
LEIGH, (1)
Leigh. (1)
Leslie (2)
letter (3)
level (1)
liberty (1)
like (1)
limit (8)
Limited (1)
limits (6)
line (36)
line, (1)
line. (1)
lines (3)
lines. (1)
liquid (1)
Lisburne (2)
litho (2)
little (1)
live (3)
LKO (1)
LLC. (1)
located (6)
located. (2)
location (28)
location. (2)
log (24)
logged (1)
logs (1)
long (1)
long, (1)
longer (1)
look (6)
lot (2)
Louisiana. (2)
low (5)
low. (1)
lower (1)
lowest (6)
LP. (1)
Ltd. (1)
Lumber (15)

<M>
Madison (1)
mailed (1)
maintain (1)
making (1)
manager (5)
Mandeville (1)
map (17)
map. (2)
Maple (1)
mapped (2)
mapping (2)
March (13)
March, (1)
mark (1)
marker (3)
Marvin (2)
Mary (1)
matching (1)
matter (6)
matter. (1)
matters (3)
maximum (2)
Mcf (4)
McQUILLAN (6)
me, (1)

me. (1)
means (1)
measure (1)
measured (14)
measurement (1)
measurement. (1)
measurements
1)

meet (1)
meeting (9)
meeting, (1)
Meeting. (2)
meetings (3)
meetings: (1)
Member (1)
members (3)
membership, (1)
mentioned (1)
Merritt (1)
met (1)
metering (1)
meters (1)
Methane (1)

method (1)
microlog (2)
microphone (1)
microphone. (1)
middle (2)
Midstream (1)
Miguez (5)
mile (1)

miles (1)
millidarcies (1)
millidarcies, (1)
millidarcy (2)
million (1)
mine (1)
mineral (4)
Mines (1)
minus (5)
minutes (3)
Mississippi. (1)
moles (3)
Montana. (1)
Montgomery (1)
month (1)
monthly (2)
monthly. (1)
months (1)
more (1)
morning. (1)
motion (18)
motion. (2)
move (14)
moved (2)
moved. (2)
Mr. (3)

much. (3)

my (5)

<N>

name (9)
names (1)
Natural (7)
Natural's (1)
near (3)
nearby (1)
nearest (1)
necessary (1)
need (1)
negative (1)
neither (1)

neutron (1)
new (17)

next (1)

Nick (1)

no (2)

No. (6)
noncommercial
1)
non-conforming
1)
nongovernmental
(1)

Norphlet (4)
North (24)
Northeast (9)
northeast. (1)
northern (2)
Northwest (18)
Norton (6)
not. (1)

note (3)
Notice (18)
notice. (1)
noticed (2)
notices (1)
November (1)
now. (1)
Number (2)
numbers (2)
numerous (2)

<0>
objection (1)
obligations (1)
observed (3)
obtained (1)
occasions (2)
occupation (2)
occurring (1)
October (1)
of (39)

offer (1)
offered (24)
Officer (13)
Officer's (3)
OGB-1 (1)
0OGB-1. (1)
OGB-9 (2)
Ooh (1)
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OIL (60)
Oilfield (3)
oil-producing (3)
oil-water (12)
Okay (19)
Oold (3)

on (15)

on. (1)

once (1)

one (3)

only (2)
oolitic (1)
operated (2)
operating (4)
operation (2)
operations (5)
operator (2)
opinion (21)
opportunity. (1)
oppose (1)
opposition (2)
optimal (2)
option (1)

or (6)

order (2)
orderly (2)
original (2)
originally (1)
other (3)

our (2)
outline (1)
outlined (5)
outside (3)
over (2)
owned (1)
owners (2)
ownership (1)
owns (1)

<P>

P (1)

package (1)
page (3)
Paleozoic (1)
Paper (4)

part (6)
particular (3)
parties (1)
Partnership. (1)

parts (1)
party (1)
pass (1)
passes (1)
pay (1)
Pearson (16)
Pearson, (1)
penetrated (1)
penetrates (1)
penetration (1)
penetrations (1)
per (2)
percent (2)
percent. (1)
perfectly (1)
perforate (1)
perforated (1)
perforations (3)
performance (2)
performed (2)
perfs (1)
period (5)
period. (1)
periods (1)
permanent (2)
permeability (6)
Permit (6)
permitted (2)
permitting (1)
Pete (1)
petition (33)
petition. (2)
Petitioner (3)
petitions (13)
Petroleum (22)
Petroleum, (1)
Petroleum. (2)
PG (1)

Phillip (2)
physically (1)
pinchout (4)
pinchouts (1)
pipe (2)
pipeline (6)
pipelines (1)
place (1)
place. (1)
placed (1)
plan (2)

plans (3)
plant (6)
plant. (1)
plat (11)
Platform (2)
please (22)
please, (1)
Please. (9)
plugged (7)
point (11)
point. (1)
pool (16)
pool, (1)
pools (1)
porosity (15)
portion (2)
position (2)
possibility (1)
possibility. (1)
possible (2)
possibly (2)
potential (4)
pounds. (1)
practice (1)
pre-filed (9)
prejudice (2)
preliminary (1)
prepare (2)
prepared (6)
preparing (1)
present (3)
present-day (1)
presently (1)
president (2)
president. (1)
pressure (11)
pre-submitted (1)
prevent (8)
preventing (1)
previous (2)
previously (6)
previously. (1)
principal (1)
principally (2)
probably (2)
problem (2)
proceed (3)
Proceed. (1)
PROCEEDING (3)

proceedings (2)
process (1)
processing (3)
produce (1)
produced (5)
produces (3)
producible (3)
producing (7)
production (55)
production, (1)
production. (2)
productive (5)
profession (2)
Project (1)
projects (1)
prominent (2)
promote (2)
promulgate (1)
promulgation (1)
proof (3)
proper (1)
properly (2)
property (3)
proposed (49)
proposes (3)
Prospect (5)
protect (4)
protected (2)
protection (1)
proven (1)
provided (1)
providing (1)
prudent (1)
Prudhoe (2)
Pruet (1)
Pruet-Hughes (1)
psi (5)

public (1)
publication (3)
pump (3)
pump. (2)
purpose (2)
pursuant (1)
put (3)
putting (1)
PVT (4)

<Q>

gualifications (2)
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qualified (2)
guandary (1)
Quarter (32)
Quarter. (1)
guestion (3)
guestions (14)
guestions, (1)
quite (2)

<R>

Range (10)
rate (2)

rather (1)
ratio (3)

really (2)
reason (4)
recall (1)
receive (2)
RECEIVED (24)
recognize (1)
recognized (4)
recognizes (3)
recombined (3)
recommend (2)
recommendation
(1)
recommended (2)
record (21)
record. (10)
recorded (1)
Red (9)
redevelopment
1)

reenter (2)
reentry (3)
Reeves (4)
Reeves. (1)
Reeves's (1)
refer (2)
refining (3)
reflect (1)
reform (2)
Regular (3)
regulations (3)
related (2)
relating (1)
relation (3)
relationship (1)
relative (2)

relatively (4)
remained (1)
remaining (1)
remains (1)
removal (1)
remove (4)
removed (2)
report (13)
Report. (2)
reporter (1)
represent (2)
representing (2)
represents (1)
repressurization
1)

request (2)
requesting (6)
require (1)
required (3)
requirement (2)
requirements (2)
requires (3)
reserves (1)
reservoir (20)
reservoirs (1)
reservoirs. (1)
reside (2)
resolution (1)
resolving (1)
Resource (4)
Resources (1)
response (1)
responsibility (1)
responsible (2)
result (2)
resulting (1)
results (1)
results. (1)
resumé (8)
retrograde (3)
review (1)
Reynolds (3)
right (35)
Right. (2)
rights (6)
Road (1)
Robert (2)
Rogers (18)
Rogers. (2)

Room (2)
roughly (4)
RPC (1)
RPR (1)
Rule (11)
rule. (1)
rules (20)
run (4)

<S>

sample (1)
samples (2)
sampling (1)
says (3)
scale (4)
Schlumberger
School (1)
Scott (5)
screen (1)
sea (1)

seat (1)
Second (9)
Second. (11)
Secretary (1)
Section (44)
section, (1)
section. (1)
sections (3)
sections. (1)
see (24)
see. (1)
seeing (1)
seen (1)
sees (1)
seismic (5)
separate (14)
separated (2)
separation (1)
separator (4)
separators (1)
September (5)
service (3)
Session (2)
set (3)
setbacks. (1)
setting (1)
seven (1)
shot (1)
should (1)

(1)

should. (1)
show (6)
showed (1)
showing (9)
shown (16)
shows (25)
shut (2)

side (2)

sides (1)

sign (1)
signed (2)
significance (1)
significant (1)
significantly (1)
Silas (4)
similar (1)
simply (2)
single-phase (1)
sir (57)

sir. (34)

site (10)

sites. (1)
situation (1)
size (2)

Slidell (1)
slight (1)
slightly (2)
Slope (1)
Smackover (46)
Smackover, (1)
Smackover. (2)
small (2)
Smith (3)
soliciting (1)
solid (1)
some (1)
sorry (2)
South (12)
Southeast (23)
Southeast. (1)
Southwest (7)
southwest, (1)
spaced (1)
spacing (3)
SPEAKER (1)
Special (17)
specifications (1)
specified (1)
specified. (1)
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speculation (1)
spelled (1)
spill  (4)

split (1)
stable (1)
STAFF (16)
staff. (1)
stage (1)
standard (3)
stands (1)
STATE (16)
stated (2)
Static (2)
status (2)
statutes (2)
statutory (1)
stenographic (1)
STEPHENS (14)
Stephens, (3)
steps (1)
Stetson (10)
stipulation (1)
stipulations (1)
stock (3)
Stone (20)
straight (1)
strata (1)
stratigraphic (5)
stream (4)
strictly (1)
structural (12)
structurally (4)
structurally. (1)
structure (26)
structure. (2)
structures (2)
study (5)
styled (1)
subject (7)
submit (3)
submitted (6)
submitted, (1)
subsea (10)
subsea, (1)
subsurface (1)
successful (1)
succinctly (1)
sufficiently (1)
suggest (1)

suggesting (1)
suggestions (1)
sulfide (2)
summarize (1)
summarizes (1)
summary (1)
supervision (1)
Supervisor (2)
support (9)
sure (1)
surface (7)
survey (4)
suspend (1)
swears (4)
sworn (9)

<T>

table (1)
take (4)
taken (7)
takes (1)
talked (2)
talking (1)
talks (1)
tank (9)
tanks (2)

tap (1)
target (1)
team (1)

tell (15)
temperature (2)
temporarily (1)
tender (7)
term (1)
terrain (1)
test (11)
tested (6)
tested, (1)
testified (6)
testified. (1)
testify (3)
testifying (3)
Testimony (14)
testimony. (1)
testing (1)
Tew (7)
Thank (18)
That (28)
that. (3)

that's (1)

the (153)

their (1)

them (1)
then, (2)
then. (2)
there, (1)
there. (1)
therefore, (1)
there's (1)
these (1)
They (2)
thickness (1)
thicknesses (1)
think (3)

this (15)
those (6)
three (9)
three-detector (2)
three-foot (1)
three-phase (1)
through (2)
thus (1)

tie (1)

time (26)
time. (7)

to (34)

today (10)
today. (2)
Tom (2)
Tommy (1)
tongue (1)
top (22)
topographic (1)
tops (1)

total (1)
totals (2)
Township (10)
Trans-Alaska (1)
transcript (2)
trap (1)
trapped (1)
traps (1)
Tri-City (5)
true (6)
tubing (4)
Tuesday (1)
turn (6)
TURNER (33)

TURNER: (2)
Tuscaloosa (4)
TVD (2)

two (25)

type (5)
TYRA (26)
TYRA: (1)

<U>
ultimately (2)
unchanged (1)
underlain (1)
underlying (2)
underneath (1)
undersaturated
(2)
understand (2)
understanding
4)
UNIDENTIFIED
1)

unique (1)
unit (43)

unit, (1)

unit. (7)

units (9)
University (1)
unnecessary (2)
untapped (1)
unto (1)

up (1)

upper (4)

use (2)

uses (1)
utilizing (1)

<V>
various (1)
Ventex (4)
vertical (6)
very (1)
Vice (2)
View (1)
volumes (1)

<W >
Wallace (12)
want (4)
wanted (2)
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Ward (1)
warrant (1)
Warren (5)
was (12)
waste (6)
water (1)
water-oil (1)
WATSON (27)
Watson. (1)
WATSON: (2)
way (2)

we (13)
week (3)
week. (1)
weeks (1)
welcome (1)
welcome. (1)
Well (162)
well, (2)
Well. (12)
wells (27)
wells, (2)
wells. (1)
were (2)
we're (6)
were. (1)
west (11)
western (1)
wet (2)
we've (4)
what's (1)
which (3)
while (1)
wildcat (2)
will  (2)

will. (1)
WILLIAM (4)
wire (1)
with (5)
within (2)
without (2)
witness (20)
witness. (3)
witnesses (1)
witnesses. (1)
WITNESSES:
word (1)
words (1)
work (3)

(1)

worked (3)
working (3)
works (1)
would (9)
would, (1)
would. (7)
written (2)
written. (1)
Wyoming (1)

<X>
X (1)

<Y >
Yeah (1)
year (3)
years. (1)
Yes. (12)
yet. (1)
you (7)
you, (2)
you. (7)
your (13)
you're (2)

<Z>
Zion (1)
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      1                              I N D E X



      2       INDEX OF EXAMINATION                              PG

         WITNESSES:

      3  EDWARD LEIGH

              (ITEMS 1 AND 2) DIRECT EXAMINATION BY MR. TURNER  12

      4  WILLIAM ENGLE

              (ITEMS 1 AND 2) DIRECT EXAMINATION BY MR. TURNER  25

      5  JAMES STEPHENS

              (ITEM 16) DIRECT EXAMINATION BY MR. WATSON        41

      6  DAVID HIGGINBOTHAM

              (ITEM 21) DIRECT EXAMINATION BY MR. WATSON        59

      7  JOHN DAYTON

              (ITEM 24) DIRECT EXAMINATION BY MR. TYRA          68

      8

                            INDEX OF EXHIBITS (OFFERED)

      9

              (Items 1 and 2) Tri-City Ledger was offered        9

     10       (Items 1 and 2) Warren Miguez affidavit was        9

              offered

     11       (Items 1 and 2) Exhibits were offered             10

              (Items 1 and 2) 19-3 Well file was offered        31

     12       (Item 16) Affidavit of Notice was offered         40

              (Item 16) Exhibits were offered                   55

     13       (Item 21) Affidavit of Notice was offered         58

              (Item 21) Exhibits were offered                   63

     14       (Item 24) Affidavit of notice was offered         68

              (Item 24) John Dayton's resumé was offered        68

     15       (Item 24) Exhibits were offered                   74



     16                     INDEX OF EXHIBITS (RECEIVED)



     17       (Items 1 and 2) Tri-City Ledger was received       9

              (Items 1 and 2) Warren Miguez affidavit was        9

     18       received

              (Items 1 and 2) Exhibits were received            10
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      1                              PROCEEDING



      2



      3                   CHAIRMAN GRIGGS:  It's 10:04.  Let the



      4      record reflect that the State Oil and Gas Board is



      5      now in session.  Dr. Tew, have the items for the



      6      March 19th and the March 21st, 2013, meetings been



      7      properly noticed?



      8                   DR. TEW:  Chairman Griggs, Mr. Pearson,



      9      and Mr. Lawley, the items for the March 19th and



     10      March 21st meetings have been properly noticed.  The



     11      staff prepared an agenda for the Board's March 19th



     12      and March 21st meetings, and that agenda was admitted



     13      into the record at the Hearing Officer meeting on



     14      March 19th, 2013.  Mr. Marvin Rogers, acting as



     15      Hearing Officer, and the staff heard various items at



     16      the Hearing Officer meeting on March 19th, and at



     17      this time, Mr. Rogers will make his report to the



     18      Board.



     19                   MR. ROGERS:  Chairman Griggs, Mr.



     20      Pearson, and Mr. Lawley, I have a written report of



     21      the items heard by the Hearing Officer and the staff



     22      on Tuesday, March 19, 2013.  Copies of that report



     23      are available for members of the public to review and



     24      study.  I submit this Hearing Officer Report to the



     25      Board for approval.
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      1                   CHAIRMAN GRIGGS:  Is there a motion on



      2      the Hearing Officer's Report?



      3                   MR. PEARSON:  So moved.



      4                   MR. LAWLEY:  Second.



      5                   CHAIRMAN GRIGGS:  Motion and a second.



      6      All in favor say "aye."  Ayes have it.  The Hearing



      7      Officer's report is approved.



      8                   MR. ROGERS:  Mr. Chairman, I recommend



      9      the report be admitted into the record.



     10                   CHAIRMAN GRIGGS:  It is admitted into the



     11      record.



     12                   MR. ROGERS:  Thank you.



     13                   DR. TEW:  The staff would recommend



     14      approval of the minutes of the following meetings:



     15      December 11th, 2012, Hearing Officer Meeting;



     16      December 13th, 2012, Regular Board Meeting; December



     17      19th, 2013 -- 2012, Special Hearing Officer Meeting;



     18      and February the 12th, 2013, Hearing Officer Meeting.



     19                   MR. PEARSON:  I move that we adopt those



     20      minutes, Mr. Chairman.



     21                   CHAIRMAN GRIGGS:  We have a motion.



     22      Second?



     23                   MR. LAWLEY:  Second.



     24                   CHAIRMAN GRIGGS:  There is a motion and a



     25      second.  All in favor say "aye."  Ayes have it.
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      1      Those minutes are approved.



      2                   DR. TEW:  The staff has prepared an



      3      agenda of items to be heard by the Board today.



      4      Mr. Rogers, will you please call the first item.



      5                   CHAIRMAN GRIGGS:  Mr. Rogers.



      6                   MR. ROGERS:  Mr. Chairman, Members of the



      7      Board, one of the items that was recommended to be



      8      continued is a motion by the Board relating to



      9      hydraulic fracturing.  Copies of that, of those



     10      proposed rules are available at the table outside the



     11      hearing room, and the Board and the staff would



     12      welcome any comments either now or written comments



     13      in the future about that rule.



     14                   CHAIRMAN GRIGGS:  Would you like to be



     15      recognized?



     16                   MR. LATHEM:  Please.



     17                   CHAIRMAN GRIGGS:  If you will, for all of



     18      the petitions and everything before the Board, we



     19      have a new hearing reporter today, please state your



     20      name succinctly and always use the microphone.  That



     21      will make her job a whole lot easier.



     22                   MR. LATHEM:  My name is Dennis Lathem.



     23      I'm with the Coalbed Methane Association in Hoover,



     24      Alabama.  And we appreciate the work of the staff and



     25      the Board on these proposed regulations.  We have
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      1      made sure they've been circulated to our membership,



      2      and so far there have been no comments of any kind,



      3      and we'll continue to be soliciting those comments,



      4      and hopefully others in the other areas of the



      5      industry.  I talked with a colleague of mine in



      6      Montgomery who heard from some of his folks, so.  I



      7      haven't heard anything negative at all on the



      8      comments, so we just look forward to working with you



      9      on them.  I believe the next meeting, April meeting,



     10      is where you may plan to take them up.  So we



     11      appreciate the opportunity.



     12                   CHAIRMAN GRIGGS:  Thank you, Mr. Lathem.



     13      We appreciate the support of your association.



     14                   Mr. Rogers.



     15                   MR. ROGERS:  The first item is Docket No.



     16      10-23-12-01A, petition by Ankor E&P Holdings



     17      Corporation.  And there also is a related item,



     18      Mr. Chairman, Item 2, Docket No. 10-23-12-02A.



     19                   CHAIRMAN GRIGGS:  Mr. Turner, would it be



     20      appropriate to consolidate these two items?



     21                   MR. TURNER:  It would, Mr. Chairman.



     22                   CHAIRMAN GRIGGS:  Thank you.  They are



     23      consolidated.



     24                   MR. TURNER:  Mr. Chairman, Hal Turner for



     25      the Petitioner in these two matters, Ankor E&P
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      1      Holdings Corporation.  They are docket numbers 1 and



      2      2 on the docket for today, which you've just



      3      consolidated.



      4                   The first is a petition by Ankor



      5      requesting the Board to establish a new oil field in



      6      Escambia County, Alabama, to be known as the



      7      Southeast Wallace Field, adopt the Special Field



      8      Rules for the new oil field, and establish field



      9      limits for the new oil field.  Ankor is requesting



     10      the Southeast Wallace Field be approved and



     11      established to consist of the Northwest Quarter of



     12      Section 19, Township 3 North, Range 9 East in



     13      Escambia County, Alabama.



     14                   On the companion petition, that is a



     15      petition by Ankor requesting the Board to reform the



     16      40-acre wildcat drilling unit for the Craft-Black



     17      Stone 19-3 #1 Well, Permit No. 16533-B, to a 160-acre



     18      production unit.  And Ankor proposes to reform that



     19      40-acre unit, which consists -- presently consists of



     20      the Northeast Quarter of the Northwest Quarter of



     21      Section 19, Township 3 North, Range 9 East in



     22      Escambia County, Alabama, to a 160-acre production



     23      unit consisting of the Northwest Quarter of Section



     24      19, Township 3 North, Range 9 East in Escambia



     25      County, Alabama.
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      1                   Ankor has two live witnesses to call



      2      today.  Those would be Mr. Ed Leigh and Mr. Bill



      3      Engle.  We would ask that they be recognized and



      4      sworn at this time.



      5                   MR. ROGERS:  Gentlemen, state your names



      6      and addresses.



      7                   MR. LEIGH:  I'm Leslie Edward Leigh, 438



      8      Red Maple Drive, Mandeville, Louisiana.



      9                   MR. ENGLE:  William J. Engle, 134 Ayshire



     10      Court, Slidell, Louisiana.



     11                   (The Hearing Officer swears in the



     12      witnesses.)



     13                   MR. TURNER:  Mr. Chairman, may I approach



     14      and distribute exhibits?



     15                   CHAIRMAN GRIGGS:  Yes, sir.



     16                   MR. TURNER:  Mr. Chairman, a couple of



     17      preliminary matters on the exhibits.  We, of course,



     18      pre-filed exhibits with the staff before this



     19      hearing.  There were corrections made to two



     20      exhibits.  The corrected exhibits are in all of the



     21      booklets that we just distributed.  The two exhibits



     22      that were corrected from the pre-submitted exhibits



     23      was Exhibit 3, where we corrected a contour line,



     24      which we have discussed with the staff previously.



     25      And the second correction was on Exhibit 12, which is
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      1      production data totals for this particular well.  The



      2      production data itself and numbers were correct, but



      3      the totals at the bottom were not.  We corrected



      4      those.  So Exhibits 3 and 12 are corrected from the



      5      original pre-filed exhibits.  All other exhibits in



      6      the booklet are the same as the pre-filed exhibits.



      7                   At this time we would like to make a part



      8      of the record the proof of publication from the



      9      Tri-City Ledger dated 10/4/12 for the two petitions



     10      in this matter.



     11      (Whereupon, (Items 1 and 2) Tri-City Ledger proof of



     12      publication offered in evidence.)



     13                   CHAIRMAN GRIGGS:  Both of those are



     14      admitted into the record.



     15      (Whereupon, (Items 1 and 2) Tri-City Ledger proof of



     16      publication received in evidence.)



     17                   MR. TURNER:  We would also like to make a



     18      part of the record the notice affidavit of Warren



     19      Miguez dated October 5th, 2012.



     20      (Whereupon, (Items 1 and 2) Warren Miguez affidavit



     21      offered in evidence.)



     22                   CHAIRMAN GRIGGS:  It's admitted.



     23      (Whereupon, (Items 1 and 2) Warren Miguez affidavit



     24      received in evidence.)



     25                   MR. TURNER:  And we would also like to
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      1      make a part of the record the well file for the



      2      Craft-Black Stone 19-3 #1 Well.



      3      (Whereupon, (Items 1 and 2) Craft-Black Stone 19-3



      4      well file offered in evidence.)



      5                   CHAIRMAN GRIGGS:  Admitted.



      6      (Whereupon, (Items 1 and 2) Craft-Black Stone 19-3



      7      well file received in evidence.)



      8                   MR. TURNER:  Finally, there were two



      9      related petitions filed by Ms. Eunice Reynolds.  They



     10      are shown as Docket No. 4 and Docket No. 5 on the



     11      agenda for today.  Those -- Mrs. Reynolds -- those



     12      were contests to our petitions.  Mrs. Reynolds has



     13      since then moved to dismiss her petitions without



     14      prejudice.  The Hearing Officer has recommended that



     15      they be dismissed without prejudice.  And for the



     16      record, Ankor has no opposition to those petitions



     17      being dismissed.



     18                   CHAIRMAN GRIGGS:  I believe we've already



     19      dismissed those by approval of the Hearing Officer's



     20      Report.



     21                   MR. TURNER:  Thank you, Mr. Chairman.



     22



     23                            EDWARD LEIGH,



     24           having been first duly sworn, was examined and



     25                        testified as follows:
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      1



      2                   MR. TURNER:  Mr. Leigh, state your full



      3      name for the record, please.



      4                   MR. LEIGH:  Leslie Edward Leigh.



      5                   MR. TURNER:  By whom are you employed?



      6                   MR. LEIGH:  Ankor Energy, operating agent



      7      for Ankor E&P Holdings Corporation.



      8                   MR. TURNER:  So what is your current



      9      position with Ankor?



     10                   MR. LEIGH:  Petroleum geologist.



     11                   MR. TURNER:  And Ankor is an oil and gas



     12      exploration and production company; is that correct?



     13                   MR. LEIGH:  That's correct.



     14                   MR. TURNER:  And what is your occupation



     15      or profession?



     16                   MR. LEIGH:  Geologist.



     17                   MR. TURNER:  And is your resumé currently



     18      on file with the Board?



     19                   MR. LEIGH:  Yes, it is.



     20                   MR. TURNER:  And have you qualified to



     21      testify with this Board previously as an expert in



     22      petroleum geology?



     23                   MR. LEIGH:  Yes.



     24                   MR. TURNER:  Mr. Chairman, we would



     25      tender Mr. Leigh at this time as an expert in
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      1      petroleum geology.



      2                   CHAIRMAN GRIGGS:  He is recognized as an



      3      expert petroleum geologist.



      4



      5      (Items 1 and 2) DIRECT EXAMINATION BY MR. TURNER:



      6             Q.    Mr. Leigh, are you the Ankor geologist



      7      principally responsible for the Old Home Prospect



      8      located in Escambia County, Alabama?



      9             A.    Yes.



     10             Q.    And would that Old Home Prospect include



     11      the well at issue in this matter, the Craft-Black



     12      Stone 19-3 #1 Well?



     13             A.    Yes, it does.



     14             Q.    Do you prepare Exhibits 1 through 8 that



     15      we previously distributed to the Board?



     16             A.    Yes, sir.



     17             Q.    Are all those exhibits signed by you?



     18             A.    They are.



     19             Q.    And do all of those Exhibits 1 through 8



     20      fairly and accurately depict the information shown on



     21      the exhibits?



     22             A.    Yes, sir.



     23             Q.    Would you turn first, please, sir, to



     24      Ankor Exhibit No. 1 and tell the Board what that



     25      exhibit is, please, sir.
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      1             A.    Exhibit No. 1 is an area map over a



      2      portion of Escambia County, Alabama.  It shows the



      3      proposed Southeast Wallace Field, the proposed field



      4      limit, and the proposed 160-acre unit covering the



      5      same geographical area, that being the Northwest



      6      Quarter of Section 19, Township 3 North, Range 9



      7      East.



      8             Q.    And Ankor proposes to call the new field



      9      the Southeast Wallace Field; is that correct?



     10             A.    That's correct.



     11             Q.    Okay.  And -- excuse me.



     12             A.    Go ahead.



     13             Q.    And does Exhibit 1 fairly and accurately



     14      depict the proposed unit and field in relation to



     15      other units and fields in the area?



     16             A.    Yes.  It's showing the relation to the



     17      established fields in the area.  And it shows that



     18      the northern boundary and the western boundary of the



     19      proposed unit and field limit directly adjoins one of



     20      these, that being the South Wallace Field.



     21             Q.    Okay, sir.  Move with me, Mr. Leigh, if



     22      you would, to Ankor Exhibit No. 2 and tell the Board



     23      generally what that exhibit is.



     24             A.    Exhibit 2 is a well location plat.  I'm



     25      showing Section 19, Township 3 North, Range 9 East,
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      1      Escambia County, Alabama.  Shows the proposed



      2      production unit and the proposed field limit, both



      3      outlined in red on this plat.  The proposed field



      4      limit and proposed production unit consists of a



      5      governmental quarter section, the Northwest Quarter



      6      of Section 19, Township 3 North, Range 9 East, 160



      7      acres in size.  This plat also shows the subject



      8      well, the Ankor E&P Holdings Corporation Craft-Black



      9      Stone 19-3 #1, Alabama Permit No. 16533-B, in the



     10      Northeast Quarter of that quarter section.



     11                   This well was drilled as a slight



     12      directional well, and this was due to topographic



     13      issues on the surface preventing us from drilling a



     14      vertical test at the target location.  Since this is



     15      a directional well, we're showing on this plat the



     16      surface hole location; to the west of that, the point



     17      of penetration of the top Smackover formation; and



     18      near that, the bottom hole location.



     19             Q.    Mr. Leigh, is the bottom hole of the



     20      Craft-Black Stone 19-3 Well more than 660 feet from



     21      every exterior boundary of the proposed production



     22      unit?



     23             A.    Yes, it is.  It's -- the bottom hole



     24      location is 743 feet from the north line of Section



     25      19 and the north line of the proposed unit, 1,788
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      1      feet from the west line of the proposed unit and the



      2      west line of Section 19, and 854 feet from the east



      3      line of the proposed unit.



      4             Q.    And the reservoir that was encountered in



      5      this instance by the Craft-Black Stone 19-3 Well was



      6      Smackover; is that correct?



      7             A.    That's correct.



      8             Q.    Move with me to Exhibit 3 and tell the



      9      Board what that exhibit is, please, sir.



     10             A.    Exhibit 3 is a structure map drawn on the



     11      top of the Smackover formation.  This is --



     12             Q.    Was that structure map prepared using 3-D



     13      seismic owned by Ankor?



     14             A.    Yes.  It was derived from a



     15      135-square-mile 3-D survey that Ankor has in Escambia



     16      County.  It's a time interpretation converted to



     17      depth.  The scale is one inch equals 1,000 feet,



     18      contour interval is 10 feet.  Two prominent -- well,



     19      first of all, it does show again the proposed field



     20      limit and the proposed 160-acre production unit



     21      consisting of the Northwest Quarter of Section 19 in



     22      relation to the South Wallace Field limit, which is



     23      shown in solid green on the -- on the map.



     24                   Two prominent structural features are



     25      shown, that being the four-way dip closure that we
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      1      drilled with the Craft-Black Stone 19-3 Well, and the



      2      four-way dip closure drilled by the Craft -- again



      3      Ankor E&P Holdings Corporation Craft-Black Stone



      4      13-16 #1.  And that's Permit No. 16413-B.



      5             Q.    The -- I'm sorry, are you finished?



      6             A.    Yeah, you go ahead.



      7             Q.    The small broken green line inside the



      8      production unit is of course -- that depicts the



      9      limits of the Smackover reservoir encountered by the



     10      well, in your opinion?



     11             A.    Yes.  I'm showing two limits, one for the



     12      well in question.  It encountered an oil-water



     13      contact shown in dashed green at a subsea elevation



     14      of 13,392 feet.  That's shown just outside the



     15      13,390-foot contour.  Another limit is shown for the



     16      13-16 structure, and that was not an oil-water



     17      contact, but the lowest known oil, at subsea 13,350



     18      feet.  That well, the 13-16, encountered the



     19      Smackover at subsea 13,305 feet, 55 feet above the



     20      elevation at which the 19-3 drilled the Smackover.



     21                   Although it did not see an oil-water



     22      contact, the lowest known oil is just a few feet



     23      above the spill point for that structure, which the



     24      spill point is in the Southwest Quarter of the



     25      Southeast Quarter of Section 13, that low area just

�

                                                                 17







      1      outside the 13,350-foot contour.  That's the spill



      2      point for the structure.  And it is 37 feet high to



      3      the proven oil-water contact in the 19-3 Well, thus



      4      indicating that the two indicated reservoirs are



      5      distinct and separate structurally.



      6             Q.    Mr. Leigh, in your opinion, is the



      7      Smackover oil pool encountered by the 19-3 Well a



      8      separate and distinct oil-producing pool in the



      9      proposed field?



     10             A.    Yes, it is.



     11             Q.    And that would include, according to your



     12      earlier testimony, the Smackover reservoir underlying



     13      the South Wallace Field which was encountered by the



     14      Craft-Black Stone 13-16 Well; is that correct?



     15             A.    That's my opinion, yes.



     16             Q.    In your opinion, is the Smackover oil



     17      pool at issue here all contained within the proposed



     18      field limits?



     19             A.    It is completely contained within the



     20      proposed unit.



     21             Q.    And in your opinion, does the proposed



     22      production unit capture the entire Smackover



     23      reservoir encountered by the well?



     24             A.    Yes.



     25             Q.    And in your opinion, will the Craft-Black
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      1      Stone 19-3 Well efficiently and economically drain



      2      the entire Smackover reservoir underlying the 19-3



      3      Well?



      4             A.    Yes, it will.



      5             Q.    Would you move to Exhibit 4, please.



      6             A.    Exhibit 4 is a type log for the subject



      7      well, the 19-3, Permit No. 16533-B.  This log was



      8      taken from the Schlumberger Platform Express run log



      9      on July 6th, 2011.  It's Ankor's practice to drill



     10      the Smackover in its entirety to see if the Norphlet



     11      is present and to drill into Paleozoic basement or



     12      whatever basement may exist.  In this case we found



     13      -- I'm showing the Norphlet here because we found a



     14      show of oil in the Norphlet.  We set pipe on it and



     15      tested it, but it was noncommercial, having too low



     16      permeability to flow.  We then plugged back to the



     17      upper Smackover, that's that upper set of red perfs



     18      that you see on the log toward the top, and



     19      established production in the upper Smackover.



     20             Q.    And this particular log was run on the



     21      well on what date?



     22             A.    July the 6th of 2011.



     23             Q.    And where does that log show the top of



     24      the Smackover oil pool to be?



     25             A.    Top of the Smackover oil pool on the log
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      1      is 13,672 feet measured depth, subsea elevation



      2      13,360.



      3             Q.    And where did the log place the base of



      4      this particular Smackover oil pool?



      5             A.    The base of the Smackover oil pool is



      6      placed at the oil-water contact shown at 13,704



      7      measured depth, subsea 13,392 feet.



      8             Q.    In your opinion, should the Smackover oil



      9      pool in the proposed Southeast Wallace Field be



     10      defined as those strata of the Smackover formation



     11      productive of hydrocarbons in the interval between



     12      13,672 feet and 13,704 feet measured depth as defined



     13      by the Platform Express log for that well?



     14             A.    Yes.



     15             Q.    Move to Exhibit 5, please, sir.  Tell the



     16      Board what that exhibit is.



     17             A.    Exhibit 5 is a portion of the



     18      conventional core analysis taken in the upper



     19      Smackover.  It shows the oil-water contact



     20      encountered on the core at 13,707 feet measured



     21      depth.  And since the core is measured from drill



     22      pipe measurements and the log is measured from wire



     23      line, there's a three-foot discrepancy, the core



     24      depths being three foot low to the log depths.  After



     25      you apply that correction, the oil-water contact
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      1      indicated is at 13,704 feet measured depth subsea,



      2      13,392 feet subsea, matching that on the electric



      3      log, Exhibit 4.



      4             Q.    Okay, sir.  And would you move to



      5      Exhibits 6, 7, and 8, and if you would, discuss those



      6      collectively, please, sir.  First identify each one



      7      and then tell us the significance of that.



      8             A.    Okay.  Exhibits 6, 7, and 8 are offered



      9      in support of the structure map Exhibit 3.  Exhibit 6



     10      is a structural cross section extending northwest to



     11      southeast through three wells in the area to the



     12      northwest, the Wallace Field Well, Coastal -- Coastal



     13      ATIC 13-6 #1, Permit 5268, on to the southeast



     14      through the aforementioned Ankor RPC Craft-Black



     15      Stone 13-16 #1 and the subject well, the Ankor



     16      Craft-Black Stone 19-3 #1.



     17                   This structural cross section, the datum



     18      for which is sea level, shows the present-day



     19      relationship in structure between these three wells,



     20      showing the Wallace Field well to be the highest on



     21      structure, but on a separate structure from the other



     22      two.  And in fact, it shows that all three wells are



     23      separate structurally, showing the oil-water contact



     24      at 13,392 we found in the 19-3 Well; the lowest known



     25      oil at 13,350 in the Black Stone 13-16 #1; and also
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      1      the lowest known oil at 13,192 feet at the Coastal



      2      well.  The Coastal well is no longer on production,



      3      although it's the highest well.  Again, these three



      4      wells are separate structurally from one another.



      5                   Exhibit No. 7 is Arbitrary Line 1 taken



      6      from the 3-D seismic survey.  This line of section is



      7      the same as the previous cross section line on



      8      Exhibit 6 except it excludes the well to the



      9      northwest, the Coastal ATIC well.  This line goes



     10      through the Ankor Black Stone 13-16 Well and the



     11      Ankor Black Stone 19-3 Well, subject well.  This



     12      shows a northwest dip and a southeast dip on both of



     13      the structures indicated, showing that they are



     14      separate on this line separated by a structural low.



     15                   Exhibit No. 8 is roughly 90 degrees to



     16      that Arbitrary Line 1.  This is Arbitrary Line 2, and



     17      this is designed to show the critical north dip and



     18      the south dip across the 19-3 closure.  These two



     19      lines, together with the structure -- the structure



     20      map, show that the structure in question is a



     21      four-way dip closure, separate and distinct from the



     22      other structures in the area.



     23             Q.    Okay.  So, Mr. Leigh, do the type log



     24      Exhibit 4, the core analysis, Exhibit 5, and the



     25      cross section and two arb lines, Exhibits 6, 7, and
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      1      8, all demonstrate in your opinion that the Smackover



      2      oil pool encountered by the 19-3 Well have a separate



      3      and distinct oil-producing pool in this field?



      4             A.    Yes, they do.



      5             Q.    And that would include the Smackover oil



      6      pool for the South Wallace Field which was



      7      encountered by the Craft-Black Stone 13-16 Well; is



      8      that correct?



      9             A.    Yes, sir.



     10             Q.    In your opinion, again, does the 160-acre



     11      production unit that Ankor has proposed capture the



     12      entire Smackover reservoir?



     13             A.    Yes, sir, it does.



     14             Q.    Yes, sir.  Mr. Leigh, in connection with



     15      the petitions Ankor has filed in this case, they



     16      submitted Special Field Rules.  Rule 3 of those



     17      Special Field Rules proposes that the spacing



     18      requirements for wells in the Southeast Wallace Field



     19      be 160-acre production units with 660 feet setbacks.



     20      Are you aware of that?



     21             A.    Yes, sir, I am.



     22             Q.    Okay.  In your opinion, would those



     23      spacing requirements sufficiently and economically



     24      drain the Smackover oil pool at issue here and



     25      prevent the drilling of unnecessary wells?
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      1             A.    Yes.



      2             Q.    Finally, in your opinion, would granting



      3      the petitions in this case prevent waste of oil and



      4      gas?



      5             A.    Yes.



      6             Q.    And would granting the petitions in this



      7      case in your opinion also protect the correlative



      8      rights of all mineral interest owners at issue here?



      9             A.    Yes, they would.



     10                   MR. TURNER:  Mr. Chairman, Ankor passes



     11      the witness for any questions the Board may have.



     12                   CHAIRMAN GRIGGS:  Any questions for the



     13      witness?



     14                   DR. TEW:  I've got one clarification,



     15      Mr. Leigh.  Would you refer to your Exhibit No. 5,



     16      please?  At the bottom there, it says lowest known



     17      oil, LKO.  Should that be an oil-water contact rather



     18      than the lowest known oil?



     19                   THE WITNESS:  Yes, sir, it should.



     20                   DR. TEW:  Thank you.



     21                   THE WITNESS:  Thank you very much.



     22                   CHAIRMAN GRIGGS:  Any questions?



     23      Proceed.



     24                   MR. TURNER:  Mr. Chairman, we call as our



     25      next witness Bill Engle.
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      1



      2                            WILLIAM ENGLE,



      3            having first been duly sworn, was examined and



      4                        testified as follows:



      5



      6                   MR. TURNER:  State your name for the



      7      record, please, sir.



      8                   MR. ENGLE:  William John Engle.



      9                   MR. TURNER:  And, Mr. Engle, by whom are



     10      you employed?



     11                   MR. ENGLE:  Ankor Energy, LLC.



     12                   MR. TURNER:  What is your current



     13      position with Ankor?



     14                   MR. ENGLE:  Project manager, assistant to



     15      the president.



     16                   MR. TURNER:  Okay, sir.  What is your



     17      occupation or profession?



     18                   MR. ENGLE:  Petroleum engineering.



     19                   MR. TURNER:  And is your current resumé



     20      on file with the Board?



     21                   MR. ENGLE:  Yes, it is.



     22                   MR. TURNER:  Have you qualified with the



     23      Board previously to testify as an expert in petroleum



     24      engineering?



     25                   MR. ENGLE:  Yes, I have.
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      1                   MR. TURNER:  Mr. Chairman, we would



      2      tender Mr. Engle at this time as an expert in



      3      petroleum engineering.



      4                   CHAIRMAN GRIGGS:  The Board recognizes



      5      Mr. Engle as an expert in petroleum engineering.



      6



      7      (Items 1 and 2) DIRECT EXAMINATION BY MR. TURNER:



      8             Q.    Mr. Engle, are you the Ankor petroleum



      9      engineer principally responsible for the Old Home



     10      Prospect located in Escambia County, Alabama?



     11             A.    Yes, I am.



     12             Q.    And that prospect would include the 19-3



     13      Well; is that correct?



     14             A.    Yes, it does.



     15             Q.    Did you prepare Exhibits 9 through 12



     16      that we've submitted to the Board previously?



     17             A.    Yes, I did.



     18             Q.    Are all those exhibits signed by you?



     19             A.    Yes, they are.



     20             Q.    And do all those exhibits fairly and



     21      accurately depict the information shown on the



     22      exhibits?



     23             A.    Yes, they do.



     24             Q.    Would you turn to your first exhibit,



     25      Mr. Engle, No. 9.
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      1             A.    Yes.



      2             Q.    And what is that exhibit, please, sir?



      3             A.    That is Form OGB-9, which is the First



      4      Production or Test Report for the Black Stone --



      5      Craft-Black Stone 19-3 #1 Well.



      6             Q.    And on what date was the well tested,



      7      please, sir?



      8             A.    September 19th, 2011.



      9             Q.    For what period of time?



     10             A.    72 hours.



     11             Q.    And during that 72 hours, the well



     12      produced how many barrels of oil?



     13             A.    Let's see.  The total was 1,045 barrels



     14      of oil, 2,809 Mcf of gas.



     15             Q.    And at what flowing tubing pressure did



     16      the well maintain during that test?



     17             A.    Let's see.  Final flowing tubing pressure



     18      was 931 pounds.



     19             Q.    Okay.  And would you move with me, if you



     20      would, please, sir, to Ankor Exhibit 10.  What is



     21      that?



     22             A.    This is the production history of the



     23      well from -- including the initial test and



     24      production once the well was put on permanent



     25      production in July of 2012 through the week of
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      1      September 29, 2012.  During that time, the well, as



      2      you can see, initially was tested at roughly 325



      3      barrels of oil a day.  During this time period, the



      4      well exhibited decline and averaged 163 barrels of



      5      oil during this roughly 70-day test period.



      6             Q.    Okay, sir.



      7             A.    Which in this -- and this performance



      8      affirms the geologic interpretation that this



      9      reservoir is separate and distinct from the 13-16 #1,



     10      which has exhibited relatively stable production at



     11      approximately 300 barrels of oil a day.



     12             Q.    Yes, sir.  Mr. Engle, would you jump with



     13      me to Exhibit 12 and explain to the Board what that



     14      exhibit is?



     15             A.    Exhibit 12 is just a continuance of the



     16      production history of this well, which will show its



     17      continuing decline to its present operation on pump.



     18      The well is the -- in this reservoir is the only



     19      pressure depletion reservoir we have yet encountered



     20      in this area.



     21             Q.    In other words, when our original



     22      petition was filed in September of last year, we gave



     23      the Board the production data which is in Exhibit 10



     24      that we had at the time; but with the time lapse, we



     25      have added to that production through March of this
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      1      year.  Is that correct?



      2             A.    That is correct.



      3             Q.    Okay.  And those production -- during



      4      that period of time -- that would be 33 weeks



      5      approximately; is that correct?



      6             A.    That is correct.



      7             Q.    And during that period of time, the well



      8      produced 20,744 barrels of oil; is that correct?



      9             A.    That is correct.



     10             Q.    And that would work out to an average of



     11      how many barrels of oil per day?



     12             A.    Roughly 90 over the entire time frame.



     13      But I would point out that during the initial testing



     14      period where the average was 165, since September to



     15      current the well has averaged 60 barrels a day.



     16             Q.    Okay, sir.  And when did this well go on



     17      pump?  Is that shown on Exhibit 12?



     18             A.    Yes.  You can look on the first page of



     19      Exhibit 12, that black vertical bar is indication of



     20      the time periods that the well has been operating on



     21      pump.



     22             Q.    Okay, sir.



     23             A.    And that would have been in -- let's see.



     24      The date here was September.  We shut the well in to



     25      install the pump in November 26th through the 29th,

�

                                                                 29







      1      2012.



      2             Q.    And the well is currently on pump; is



      3      that correct?



      4             A.    Yes, it is.



      5             Q.    Okay, sir.  Would you move back with me,



      6      Mr. Engle, to Ankor Exhibit 11 and tell the Board



      7      what that exhibit is, please, sir.



      8             A.    Exhibit 11 is the report from FESCO, Ltd.



      9      and PVT analysis of the subject well based on



     10      sampling taken during the initial well test that



     11      shows that this was an undersaturated oil reservoir



     12      at the time.



     13             Q.    So the test shows that the principal



     14      hydrocarbon in the well is oil; is that correct?



     15             A.    That is correct.



     16             Q.    Mr. Engle, based upon the engineering



     17      data we've just discussed with the Board, do you have



     18      an opinion as to whether or not the Smackover oil



     19      pool is a separate and distinct oil-producing pool in



     20      the proposed field?



     21             A.    Yes, I do.



     22             Q.    And what is your opinion?  That it is?



     23             A.    That it is separate and unique unto



     24      itself.  It is not in communication with any other



     25      reservoirs.
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      1             Q.    And that would include the reservoir



      2      encountered by the 13-16 Well; is that correct?



      3             A.    That is correct.



      4             Q.    And do you believe the entire Smackover



      5      oil pool here is captured by the proposed production



      6      unit?



      7             A.    Yes, I do.



      8             Q.    Mr. Engle, I discussed earlier with



      9      Mr. Leigh the proposed Special Field Rules.  With



     10      him, it was Rule 3; with you, I would like to discuss



     11      Rule 7.



     12                   At the time the petition was submitted,



     13      Rule 7 called for production allowables for oil for



     14      200 barrels of oil per day.  Are you familiar with



     15      that?



     16             A.    Yes, I am.



     17             Q.    Do you still believe that a 200 barrel of



     18      oil per day production allowable would be appropriate



     19      for the well, given the history, production history



     20      of the well?



     21             A.    No, I do not.



     22             Q.    Would you tell the Board why?



     23             A.    Just the observed performance decline in



     24      rate and pressure would warrant a lower allowable.



     25             Q.    Okay.  Would you tell the Board in your
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      1      opinion what would be an appropriate production



      2      allowable for the well based upon the current



      3      engineering data?



      4             A.    100 barrels of oil a day.



      5             Q.    Would that production allowable, if



      6      approved by the Board, in your opinion, promote the



      7      proper and orderly development of the field and



      8      prevent damage to the reservoir?



      9             A.    Yes, it would.



     10             Q.    Mr. Engle, in your opinion, would



     11      granting Ankor's petitions in this case prevent waste



     12      of oil and gas?



     13             A.    Yes.



     14             Q.    And in your opinion, would granting the



     15      petitions in this case protect the correlative rights



     16      of all mineral interest ownership?



     17             A.    Yes, it would.



     18                   MR. TURNER:  Mr. Chairman, we pass



     19      Mr. Engle for any questions the Board may have.



     20                   CHAIRMAN GRIGGS:  Any questions by your



     21      staff?



     22                   MR. TURNER:  If there are no questions,



     23      Mr. Chairman, we would offer into the record into



     24      evidence at this time Ankor Exhibits 1 through 12.



     25      (Whereupon, (Items 1 and 2) Ankor Exhibits 1 through
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      1      12 offered in evidence.)



      2                   CHAIRMAN GRIGGS:  They're admitted into



      3      evidence.



      4      (Whereupon, (Items 1 and 2)Ankor Exhibits 1 through



      5      12 received in evidence.)



      6                   MR. TURNER:  And we have no further



      7      testimony.



      8                   CHAIRMAN GRIGGS:  Any further questions?



      9      Any questions by the Board?  Entertain a motion.



     10                   MR. PEARSON:  Mr. Chairman, I move we



     11      grant Items 1 and 2, which are the petitions by Ankor



     12      E&P Holdings, with the stipulation that the allowable



     13      would be 100 barrels instead of 200 barrels as



     14      originally specified in the petition.



     15                   CHAIRMAN GRIGGS:  Motion as stated.  Is



     16      there a second?



     17                   MR. LAWLEY:  Second.



     18                   CHAIRMAN GRIGGS:  Got a motion and a



     19      second.  All in favor say "aye."  The ayes have it.



     20      Petitions are granted with the stipulations



     21      specified.



     22                   MR. TURNER:  Thank you, Mr. Chair.



     23                   MR. ROGERS:  Next item is Item 14, Docket



     24      No. 02-12-13-10, petition by Robert Land,



     25      individually and as attorney for certain landowners.
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      1                   MR. LAND:  Good morning.



      2                   CHAIRMAN GRIGGS:  As Petitioner, you want



      3      to have a seat on this side and keep us straight?



      4                   MR. LAND:  Mr. Chairman, my name is



      5      Robert Land.  I reside here in Tuscaloosa.  I am the



      6      Petitioner and also represent several of the



      7      landowners in the area of the North Excel Field.



      8      This petition was filed so that the mineral owners



      9      could proceed with the possibility of having another



     10      company develop the acreage in this field.



     11                   As I informed the Board last time I



     12      appeared before them, the acreage in this field, the



     13      mineral interest and the leases upon them, were



     14      permitted to expire by Delphi, the operator of the



     15      Hill and Jordan wells.  Because of that, we had taken



     16      steps to acquire the leases and have done so on the



     17      acreage involved, which is basically the Northeast



     18      Quarter of Section 33 and the Northwest Section --



     19      Northwest Quarter of Section 34.  These are the two



     20      units of the Hill and the Jordan well.



     21                   It has come to my attention -- well, this



     22      week we have found out that we do have another



     23      company that is interested in drilling a well to tap



     24      part of a reservoir in Section 34 that has not been



     25      drained, apparently.  We think, as a consequence of
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      1      this, and there is -- and some speculation as to the



      2      drainage of untapped reserves in Section 33, I would



      3      ask the Board to consider continuing this matter and



      4      the -- Mr. Brooks' petition to temporarily abandon



      5      these fields until the May hearing.



      6                   We have acquired all of the leases in



      7      both of these sections, or both of these units, as I



      8      said.  And I'm not at liberty to disclose the



      9      proposed operator because we have not completed the



     10      contractual obligations yet that we're required to



     11      do.  But we want to proceed with that and talking to



     12      Mr. Brooks and possibly resolving this issue without



     13      any disagreement and perhaps further utilizing the



     14      Hill and the Jordan wells.  There is a chance that



     15      the Jordan well may be used for repressurization, as



     16      Mr. Brooks says, and the Hill well may be possibly



     17      used to acquire the well bore to kick off another



     18      well to drain part of the reservoir that has not been



     19      drained in Section 33.



     20                   Therefore, I just wanted to bring the



     21      Board up to date and ask that you continue these



     22      matters for the present time.  Thank you.



     23                   CHAIRMAN GRIGGS:  Mr. Land, it is my



     24      understanding there's also a site, as I recall, we



     25      had discussed --
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      1                   MR. LAND:  Yes, sir.



      2                   CHAIRMAN GRIGGS:  -- at the previous



      3      Board meeting, maybe back last August.



      4                   MR. LAND:  That is correct.



      5                   CHAIRMAN GRIGGS:  We were concerned about



      6      the -- I believe at that point you were concerned



      7      about the removal of the tank --



      8                   MR. LAND:  Yes, sir.



      9                   CHAIRMAN GRIGGS:  -- on behalf of your



     10      clients.



     11                   MR. LAND:  Right.



     12                   CHAIRMAN GRIGGS:  What is the status of



     13      that site?



     14                   MR. LAND:  Well, the status of the site



     15      is unchanged at this time.  We basically would like



     16      to see if this company would come in and take over



     17      the operation of the site, assume responsibility for



     18      it, and -- when they are drilling their new well.  As



     19      I said, this has all come to my attention, this has



     20      all come up this week.



     21                   CHAIRMAN GRIGGS:  Would the well be



     22      drilled on this site?  There was previously a plugged



     23      well on the site, as I understand it.



     24                   MR. LAND:  That is correct.  And there is



     25      five acres that this site takes up to the -- slightly
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      1      to the northeast of both of these well sites.



      2                   All of the pipelines are still in place.



      3      The well bores are there, and their integrity remains



      4      intact.  The landowners are very much in favor of the



      5      redevelopment of this field and the drilling of a new



      6      well.  I am in contact with them on a regular basis.



      7      And I talked to Mr. Tommy Jordan, who owns the



      8      property where the Jordan well is, this past month



      9      concerning a location for a new well in Section 33.



     10      And his response was, "Well, if they want to put it



     11      where my house is, just pay me what I got in it and



     12      give me time to move before you bulldoze it."



     13                   CHAIRMAN GRIGGS:  Let me ask you further



     14      about the site where the tank is located.



     15                   MR. LAND:  Yes, sir.



     16                   CHAIRMAN GRIGGS:  Do you know if that



     17      tank is connected to the two wells made the subject



     18      of your petition?



     19                   MR. LAND:  Yes, sir, it is.  This



     20      facility, which consists of five tanks and



     21      separators, is on my client's property, Mrs. Mary



     22      Laird's property, and it does connect and it did



     23      service these two wells and three other wells that



     24      have since been plugged and abandoned.  So the



     25      facilities -- and Mrs. Laird has no problem with the
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      1      facilities, since they have remained there this long,



      2      remaining for a few more months until it can be



      3      determined whether they could be used for more



      4      production.



      5                   CHAIRMAN GRIGGS:  I guess we were in a



      6      bit of a quandary as to why you wanted the tanks



      7      removed last August.  But you do not want them



      8      removed now.



      9                   MR. LAND:  Yes, sir.  At that point in



     10      time, there was no reason not to remove them, because



     11      there was nobody available to drill the wells.  And



     12      basically, the situation has changed since that time.



     13                   CHAIRMAN GRIGGS:  Mr. Tyra, I understand



     14      you represent Delphi.  I think you appeared on their



     15      behalf in August, I believe it was, when we initially



     16      heard this --



     17                   MR. TYRA:  Yes, sir.



     18                   CHAIRMAN GRIGGS:  -- and it's my



     19      understanding you oppose this petition?



     20                   MR. TYRA:  For the record, yes, I'm John



     21      Tyra on behalf of Delphi.  I filed a letter on behalf



     22      of Delphi on March 14th in opposition to Mr. Land's



     23      petition.  I was not aware, and he was not aware



     24      apparently, of these new developments.  We have no



     25      problem with continuing this to the May meeting while
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      1      he develops this potential party, this potential



      2      driller.



      3                   We did in the letter agree to remove the



      4      tank facilities and the surface facilities within 90



      5      days.  I guess we should suspend that as well if this



      6      is continuing to move ahead.



      7                   CHAIRMAN GRIGGS:  Mr. Land, did you get a



      8      copy of the letter from Mr. Tyra?



      9                   MR. LAND:  I did.



     10                   CHAIRMAN GRIGGS:  And do you have any



     11      objection to that being admitted into the record?



     12                   MR. LAND:  No, sir.  I appreciate the



     13      expression that Mr. Brooks was going to remove the



     14      tank batteries, but I suggest to the Board that it is



     15      more appropriate to continue this petition and also



     16      not order Mr. Brooks to do so at this time.  It



     17      appears in the best interest of not only Mr. Brooks



     18      but all of the landowners.  And it certainly would



     19      prevent waste, because there's no reason to remove



     20      perfectly good equipment and then move the same type



     21      of equipment back in later on in the year to service



     22      the same wells.



     23                   CHAIRMAN GRIGGS:  Do you have anything



     24      further, either of you?



     25                   MR. TYRA:  No, sir.
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      1                   MR. LAWLEY:  Chairman, I make a motion we



      2      continue until the May meeting.



      3                   MR. PEARSON:  Second.



      4                   CHAIRMAN GRIGGS:  Motion and a second.



      5      This item is continued until the May hearing.



      6                   MR. LAND:  Thank you, sir.



      7                   CHAIRMAN GRIGGS:  Thank you, gentlemen.



      8                   MR. ROGERS:  Next item, then, is Item 16,



      9      Docket No. 03-19-13-02A, petition by Klondike Energy,



     10      Limited Partnership.



     11                   MR. CHAIRMAN:  I believe that couple back



     12      there is interested and might like a copy of the



     13      exhibits.



     14                   MR. WATSON:  Mr. Chairman, I'm Tom Watson



     15      here, representing Klondike Energy.  I have one



     16      witness, and I would like to have him sworn in,



     17      please.



     18                   CHAIRMAN GRIGGS:  Proceed, Mr. Watson.



     19                   MR. ROGERS:  Would you state your name



     20      and address, sir.



     21                   MR. STEPHENS:  James O. Stephens,



     22      Madison, Mississippi.



     23                 (Hearing Officer swears in witness.)



     24                   MR. WATSON:  Mr. Chairman, I have



     25      pre-filed an affidavit of notice in this matter, and
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      1      I would ask that it would be admitted into the



      2      record.



      3      (Whereupon, (Item 16) Affidavit of notice offered in



      4      evidence.)



      5                   CHAIRMAN GRIGGS:  It is admitted.



      6      (Whereupon, (Item 16) Affidavit of notice received in



      7      evidence.)



      8                   MR. WATSON:  Klondike is requesting the



      9      Board to enter an order establishing a new gas



     10      condensate field in Choctaw County to be known as the



     11      Southeast Silas Field.  And we're asking that you



     12      promulgate Special Field Rules for this new field and



     13      that you establish a permanent production allowable



     14      for the Choctaw Lumber Company 14-11 #1 Well.



     15



     16                           JAMES STEPHENS,



     17           having first been duly sworn, was examined and



     18                        testified as follows:



     19



     20                   MR. WATSON:  Mr. Stephens, you prepared



     21      exhibits in support of this petition, have you not?



     22                   MR. STEPHENS:  Yes, sir.



     23                   MR. WATSON:  You have appeared before



     24      this Board on numerous occasions and have on file an



     25      affidavit of your qualifications as a petroleum
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      1      engineer; is that correct?



      2                   MR. STEPHENS:  Yes, I do.



      3                   MR. WATSON:  Mr. Chairman, I tender



      4      Mr. Stephens as an expert witness for giving



      5      testimony in this item.



      6                   CHAIRMAN GRIGGS:  Board recognizes



      7      Mr. Stephens as an expert in petroleum engineering.



      8



      9      (Item 16) DIRECT EXAMINATION BY MR. WATSON:



     10             Q.    If you would turn in your booklet of



     11      exhibits, Mr. Stephens, to your Exhibit No. 1.  If



     12      you would describe there what we were asking the



     13      Board to establish for this new field.



     14             A.    Exhibit No. 1 is a screen shot of the



     15      State Oil and Gas Board area field map onto which



     16      we've imposed the proposed Southeast Silas Field in



     17      green.  The proposed field is the Southwest Quarter



     18      of Section 14 and the Southeast Quarter of Section



     19      15, Township 9 North, Range 4 West, Choctaw County,



     20      Alabama.  You can see the permitted well there,



     21      Permit No. 16747-B, which is the location that we



     22      drilled for the discovery well.



     23                   This map simply shows the other wells,



     24      nearby wells, and fields in the area.  You can see to



     25      the northwest in the green dashed outline is the
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      1      Silas Field, which still produces, and to the west



      2      about one mile, the Zion Chapel Field outlined.  That



      3      field has been plugged and abandoned.



      4             Q.    All right, sir.  Go to your Exhibit No.



      5      2.  Describe the information shown on that exhibit,



      6      please, sir.



      7             A.    Exhibit No. 2 is the as-drilled survey



      8      plat for the Choctaw Lumber Company 14-11 #1 Well.



      9      The well was drilled from a surface location 2,211



     10      feet from the south line and 1,246 feet from the west



     11      line of Section 14 to a bottom hole location that was



     12      directionally drilled to the top of the Smackover,



     13      which was encountered 697 feet from the north unit



     14      line and 1,229 feet from the west unit line.  The



     15      bottom hole location in the Norphlet Formation was



     16      1,819 feet from the south line and 1,233 feet from



     17      the west line of the unit.



     18             Q.    And I believe our proposed Special Field



     19      Rules for wells in this field would be required to be



     20      at least 660 feet from every exterior boundary of the



     21      production unit; is that correct?



     22             A.    Yes, sir.



     23             Q.    All right.  Let's go to your Exhibit No.



     24      3, and let's define this new Smackover gas pool,



     25      please, sir.
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      1             A.    Exhibit 3 is a type log for the Choctaw



      2      Lumber Company 14-11 #1 Well.  It's a section of the



      3      three-detector litho density TVD log.  You can see



      4      from the log that the top of the Smackover porosity



      5      was encountered at 13,801 feet true vertical depth



      6      and the base of the Smackover porosity was



      7      encountered at 13,818 feet true vertical depth.  The



      8      Smackover porosity there was perforated from 13,804



      9      feet to 13,814 feet TVD.  Those perforations were



     10      tested.  The well flowed 144 barrels of condensate



     11      per day and 854 Mcf of gas per day.  On a 14/64 it



     12      showed 1240 psi flowing tubing pressure, resulting in



     13      a gas/oil ratio of 5,930 standard cubic feet per



     14      stock tank barrel.  The measured gravity of the tank



     15      oil was 51.2 degrees API.



     16             Q.    All right, sir.  Now, Mr. Stephens, as we



     17      turn to Exhibit No. 4, is it true that you had



     18      available to you the geological advice from Phillip



     19      Reeves in preparing this Exhibit No. 4?



     20             A.    Yes, sir.  Phillip Reeves is a consulting



     21      geologist who has worked this area for many years.



     22      And he mapped this prospect which we drilled and



     23      ultimately completed this producing well.



     24                   MR. WATSON:  Mr. Chairman, I've handed up



     25      a copy of the pre-filed affidavit of testimony in
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      1      support of this petition today.  And I have



      2      highlighted in that affidavit of support, or



      3      affidavit in support of this petition, the key



      4      testimony from Mr. Reeves about this structure that's



      5      on page 2.



      6             Q.    And you've seen Mr. Reeves's affidavit of



      7      testimony.  And that was the basis for this mapping



      8      of the structure that's shown on Exhibit No. 4; is



      9      that correct?



     10             A.    Yes, sir.



     11             Q.    All right.  Describe this structure map



     12      now, with the understanding that Mr. Reeves, who is



     13      testifying here today by affidavit, has assisted in



     14      making this map.



     15             A.    This map was constructed using a



     16      combination of subsurface information and 3-D



     17      seismic.  As you can see on the map, there are only



     18      two well penetrations on the structure which would



     19      help in the mapping.  Of course, the discovery well,



     20      the Choctaw Lumber Company 14-11 #1 Well, is shown in



     21      the Southwest Quarter of Section 14 there.  It



     22      encountered the top of the Smackover porosity at



     23      13,542 feet subsea.  The only other well on that



     24      structure is the Norton 22-1 to the southwest, which



     25      was a wet dry hole.  It encountered the top of the

�

                                                                 45







      1      Smackover at 13,620 feet.



      2             Q.    All right, sir.  What about this



      3      porosity, possible porosity pinchout to the



      4      northeast?



      5             A.    We have determined that several of the



      6      other fields in the area actually are a combination



      7      of structural and stratigraphic traps.  For that



      8      reason, we have drawn in a possible porosity



      9      pinchout.  If that porosity pinchout does not exist,



     10      then the red area is probably the largest productive



     11      area -- largest area that can be productive on this



     12      structure due to the spill point being at 13,570 feet



     13      structurally.  However, as I mentioned, other fields



     14      in the area have exhibited stratigraphic pinchouts



     15      which could result in the field being larger, but we



     16      just don't know at this time.



     17             Q.    All right, sir.  Let's look at your



     18      Exhibit No. 5, Mr. Stephens.  Tell us what that



     19      exhibit is and describe the information shown on it.



     20             A.    Exhibit No. 5 is a base map showing the



     21      wells in the area and two arbitrary seismic lines.



     22      It shows Line A going from the northwest to the



     23      southeast, which goes through the Pruet-Hughes &



     24      Hughes Smith Lumber Company 15-4 Well in the



     25      Northwest Quarter of Section 15.  That line extends
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      1      down approximately through the middle of the



      2      producing unit.



      3                   Then there's Arbitrary Line B, which



      4      extends from the southwest through the Pruet Norton



      5      22-1 Well to the northeast through the proposed



      6      producing unit and well location on to the -- to the



      7      northeast.



      8             Q.    All right.  Go ahead with your Exhibit



      9      No. 6, which is your first arbitrary line.



     10             A.    Right.  Exhibit No. 6 is Arbitrary Line



     11      A.  You can see it goes from the Smith Lumber Company



     12      Well down through the Choctaw Lumber Company 14-11



     13      #1.  You can see from this -- and the top of the



     14      Smackover is depicted by the blue line there on the



     15      seismic section.  You can see that the Smith Lumber



     16      Company Well is quite high to our well.  So it is a



     17      high and wet well because there was no closure on



     18      that structure, apparently.  You can also see that it



     19      is located on top of a separate structural feature



     20      from the structural feature that the Choctaw Lumber



     21      Company Well is on.



     22             Q.    And the red lines on this Exhibit No. 6



     23      indicate the limits of the 160-acre governmental



     24      quarter section; is that right?



     25             A.    Yes, that's correct.  It shows the
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      1      boundaries of the unit.  And it also shows that the



      2      Choctaw Lumber Company 14-11 Well penetrates the top



      3      of that structure very near the crest.



      4             Q.    All right, sir.  Let's go to your Exhibit



      5      No. 7, your Arbitrary Line B.



      6             A.    Arbitrary Line B goes from the southwest,



      7      from the Norton 22-1 Well up through the discovery



      8      well of Choctaw Lumber Company 14-11 #1.  You can see



      9      that the Norton 22-1 is quite low to the discovery



     10      well and that the discovery well penetrated the



     11      Smackover formation and the crest of the structure in



     12      a relatively flat area across the top.  You can also



     13      see that near the northern unit line there's



     14      significant north dip.  This north dip would indicate



     15      a structural closure.



     16             Q.    All right, sir.  Now you have a



     17      stratigraphic cross section, which is your Exhibit



     18      No. 8.  Describe that stratigraphic cross section,



     19      please, sir.



     20             A.    The stratigraphic cross section contains



     21      two logs, the LBT/CML log from the Norton Estate 22-1



     22      and the three-detector litho density log on the



     23      Choctaw Lumber Company 14-11.  You can see there that



     24      the tongue on the top of the Smackover.  You can see



     25      that the Smackover is relatively the same thickness
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      1      in both wells.  You can see the Haynesville marker at



      2      the top of the cross section.  It seems to be very



      3      consistent across the area.  And on the consistent



      4      Haynesville marker and the distance from the



      5      Haynesville marker to the top of the Smackover



      6      porosity and the similar porosity thicknesses, we



      7      believe that the porosity in the Norton Well is the



      8      same porosity that we see in the Choctaw Lumber



      9      Company Well.



     10             Q.    All right, sir.  Your next exhibit is the



     11      first test of this well, Exhibit No. 9.  Describe the



     12      information on that form, please, sir.



     13             A.    Exhibit No. 9 shows that the perforations



     14      are 13,858 feet to 13,868 feet measured depth in the



     15      well.  The well was tested on December 5th of 2012.



     16      It tested at a rate of 144 barrels of condensate per



     17      day and 854 Mcf of gas per day.  Gas/liquid ratio was



     18      5,930 standard cubic feet per stock tank barrel.  It



     19      was tested on a 14/64 choke with a final flowing



     20      tubing pressure of 1,240 psi.  The measured gravity



     21      of the stock tank oil was 51.2 degrees API.  Also



     22      note that the hydrogen sulfide content was 165,000



     23      parts per million, or 16.5 percent.



     24             Q.    All right, sir.  And your next exhibit,



     25      Number 10, is your Pressure Test Report.  Would you
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      1      summarize the information on that exhibit, please,



      2      sir?



      3             A.    This is the bottom hole pressure that was



      4      run in the well approximately one week after the well



      5      was shut in, after the test.  This survey was run on



      6      the 12th of December.  It was -- the pressure was



      7      measured at the middle of the perforations, which is



      8      13,863 feet, and it indicated a pressure of 4,936 psi



      9      and a maximum recorded temperature of 242 degrees



     10      Fahrenheit.



     11             Q.    All right, sir.  And now we come to



     12      Exhibit No. 11, the PVT report.



     13             A.    This is a retrograde gas, PVT report done



     14      by FESCO Petroleum Engineers.  Page 1 of that report



     15      summarizes the purpose of the study and the results.



     16      The report contains the results from a laboratory



     17      study performed on a recombined separator fluids from



     18      the subject well.  The study determined the type and



     19      character of the reservoir fluid.  The fluid study



     20      was performed using the first stage separator oil and



     21      gas samples that were obtained from the well on the



     22      day of the test, December 5th, 2012.  The samples



     23      were gathered by FESCO.  The separated gas and oil



     24      were physically recombined in an individual PVT cell



     25      at the reservoir temperature of 242 degrees and at
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      1      the measured gas/oil ratio of 5,930 standard cubic



      2      feet per barrel.  A retrograde dew point was observed



      3      at 3,960 psi.  Static reservoir pressure is higher



      4      than the observed retrograde dew point; therefore,



      5      the reservoir fluid exists as an undersaturated or



      6      single-phase gas at static reservoir conditions at



      7      4,935 psi and 242 degrees Fahrenheit.



      8             Q.    All right, sir.  Now, in our proposed



      9      Special Field Rules, Mr. Stephens, we are asking --



     10      and you described this in your first exhibit at the



     11      Southeast Quarter of Section 14 and -- I'm sorry, the



     12      Southwest Quarter of Section 14 and the Southeast



     13      Quarter of Section 15, all in Township 9 North, Range



     14      4 West, Choctaw County, underlain by this Smackover



     15      gas pool be considered a new field that we're



     16      suggesting as the Southeast Silas Field.  Is that



     17      correct?



     18             A.    That's correct.



     19             Q.    And in these Special Field Rules, you're



     20      providing for 160-acre production units?



     21             A.    Yes, sir.



     22             Q.    Also, because your OGB-9 shows this high



     23      hydrogen sulfide content in the well stream, Rule 7



     24      requires a cleansing of production; is that correct?



     25             A.    Yes, sir.
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      1             Q.    So describe for the Board, if you would,



      2      how you intend to comply with Rule 7 and where we are



      3      at this date and time in getting this production to



      4      the cleansing plant.



      5             A.    We intend to install and are in the



      6      process of installing facilities on the location



      7      which would allow the well to ultimately flow a full



      8      well stream to the processing plant, such that no



      9      production is collected on the site itself, and



     10      therefore eliminating the hazard -- a lot of the



     11      hazard with the H2S gas.  We intend to install a



     12      three-phase separator on location which would measure



     13      the oil, gas, and water production from the well.



     14      This production would be measured through meters



     15      which would be calibrated monthly.  Also, a sample of



     16      the gas and condensate will be collected monthly.



     17      After metering, these fluids will be recombined into



     18      the pipeline so that full well stream flow will flow



     19      about three and a half miles west in a pipeline that



     20      we're also constructing and tie it into the Gin Creek



     21      Field gathering line.  The Gin Creek Field currently



     22      produces all the way to the American Midstream Chatom



     23      plant for processing, and this production would go to



     24      that same plant for processing just as Gin Creek



     25      Field production does.

�

                                                                 52







      1             Q.    And the plans for the laying of this



      2      pipeline and the notices required by the Board's



      3      rules and regulations have been submitted to the



      4      Board staff; is that correct?



      5             A.    Yes, that's correct.



      6             Q.    Have the pipeline specifications for this



      7      line you just described been approved?



      8             A.    Yes, sir.



      9             Q.    Okay.  And tell the Board how you will



     10      allocate -- since its full well stream is going to



     11      the Chatom plant, tell the Board how you will



     12      allocate the production back to this unit.



     13             A.    The production will be measured at the



     14      well site in barrels of condensate and Mcf of gas.



     15      And based on those volumes and the gas and oil



     16      analysis, the moles of each hydrocarbon component



     17      will be calculated.  This is the same method used for



     18      the other seven wells that our affiliated company,



     19      Crosby's Creek Oil & Gas, uses for the Gin Creek



     20      Field, the Crosby's Creek Field, and the Copeland



     21      Field.  The moles of each component are calculated,



     22      and all the production is commingled as it goes into



     23      an inlet separator at the plant.  At the plant then,



     24      the moles are calculated again as the inlet -- inlet



     25      production.  And that inlet production is allocated
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      1      back to each of the wells based on their monthly



      2      measurement.



      3             Q.    All right, sir.  Is it your



      4      recommendation to this Board that that is a prudent



      5      and fair way to allocate the production back, and



      6      does that comply with the Board's rules and



      7      regulations relative to the protection of correlative



      8      rights?



      9             A.    Yes, it does.



     10             Q.    Look back if you would, please, at your



     11      Exhibit No. 4.  You've asked that this new field



     12      consist of really 320 acres, two governmental quarter



     13      sections.  Is all of the production for this Choctaw



     14      Lumber Company 14-11 Well currently contained within



     15      the proposed 160-acre production unit?



     16             A.    As far as we know.  We really don't know



     17      the productive limits of the field.  You can see



     18      there's a question mark on the map there.  As I



     19      stated, that's about as far downdip as the production



     20      can exist if this is a structural -- strictly a



     21      structural trap.  However, if there is a porosity



     22      pinchout, the field could be slightly larger, could



     23      carry on over into Section 15.  But we don't have any



     24      basis for drawing production in Section 15 so far.



     25             Q.    Do you have any plans to drill in the
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      1      Southeast Quarter of Section 15?



      2             A.    If the Choctaw Lumber Company Well held



      3      up significantly for a long time, we might be



      4      encouraged to drill a well in the Southeast Quarter



      5      of Section 15.



      6             Q.    You are aware, are you not, Mr. Stephens,



      7      of the statutory option of expanding production units



      8      based upon certain criteria spelled out in the



      9      statutes, where you could enlarge the 160-acre unit



     10      to take in an area that would be in imminent danger



     11      of being drained without otherwise being protected



     12      were it were not included in a unit, up to 50 percent



     13      the size of the current 160-acre unit?



     14             A.    I am aware of that possibility.



     15             Q.    And are you testifying to this Board



     16      today that if, as this well produces, it becomes



     17      evident to your company that additional area should



     18      be included, that you would bring that evidence to



     19      the Board for a determination as to whether this unit



     20      should be enlarged?



     21             A.    Yes.



     22                   MR. WATSON:  Mr. Chairman, I would ask



     23      that you receive into the record of this hearing



     24      today the exhibits testified to by Mr. Stephens and



     25      the pre-filed affidavit of testimony of Mr. Reeves.
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      1      (Whereupon, (Item 16) Klondike Exhibits 1 through 11



      2      offered in evidence.)



      3                   CHAIRMAN GRIGGS:  They're admitted into



      4      the record.



      5      (Whereupon, (Item 16) Klondike Exhibits 1 through 11



      6      received in evidence.)



      7             Q.    Would the granting of this petition and



      8      promulgation of these Special Field Rules and the



      9      establishment of this new field promote orderly



     10      development, prevent waste, and protect correlative



     11      rights?



     12             A.    Yes, it would.



     13                   MR. WATSON:  I tender my witness to you,



     14      Mr. Chairman, Members of the Board, and the staff.



     15                   CHAIRMAN GRIGGS:  Any questions by you or



     16      the staff?



     17                   MR. McQUILLAN:  Mr. Stephens, do you



     18      know, have you submitted your plat here as drilled to



     19      our permitting department?



     20                   THE WITNESS:  Yes, we have.



     21                   MR. McQUILLAN:  Okay.  With an amended



     22      one?



     23                   MR. WATSON:  With a what?



     24                   MR. McQUILLAN:  An amended OGB-1.



     25                   THE WITNESS:  Yes, we have.  The form
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      1      checkers on the staff had asked for a couple of



      2      corrections on the OGB-1, which we did correct, and



      3      have mailed that.  I don't know if it has been



      4      received yet.



      5                   MR. McQUILLAN:  Okay.  Well, great, thank



      6      you.



      7                   CHAIRMAN GRIGGS:  Mr. Pearson, any



      8      questions?



      9                   MR. PEARSON:  Mr. Watson, on the



     10      allocation back testimony, I don't note that that is



     11      actually in Special Field Rules that have been



     12      submitted.  Rule 8 talks about measurement of



     13      production.



     14                   MR. WATSON:  Yes.



     15                   MR. PEARSON:  I guess I'm just clarifying



     16      for the record, the Board's consideration in granting



     17      of this petition would be Rule 8 as written.



     18                   MR. WATSON:  Yes.



     19                   MR. PEARSON:  Correct?



     20                   MR. WATSON:  Yes, sir.



     21                   MR. PEARSON:  And Mr. Stephens' testimony



     22      was simply a discussion or enhancement of some



     23      suggestions about that?



     24                   MR. WATSON:  How it works, yes, sir.  And



     25      how -- yes, sir, that's right.
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      1                   MR. PEARSON:  All right.  I don't have my



      2      further questions, then.



      3                   CHAIRMAN GRIGGS:  Do you have -- it's my



      4      understanding you have an interest in this.  Would



      5      you like to make a comment or ask any questions?  If



      6      you do, if you would come up to the microphone.



      7                   UNIDENTIFIED SPEAKER:  No.  Thank you.



      8                   CHAIRMAN GRIGGS:  You're welcome.



      9                   Is there a motion on this?



     10                   MR. PEARSON:  Mr. Chairman, I move that



     11      we grant Item 16, which is the petition of Klondike



     12      Energy, LP.



     13                   CHAIRMAN GRIGGS:  Have a motion.  Is



     14      there a second?



     15                   MR. LAWLEY:  Second.



     16                   CHAIRMAN GRIGGS:  Have a motion and a



     17      second.  All in favor say "aye."  Ayes have it.



     18      Petition is granted.



     19                   MR. WATSON:  Thank you.



     20                   MR. ROGERS:  Next item is Item 21, Docket



     21      No. 03-19-13-07, Petition by Land and Natural



     22      Resource Development, Incorporated.



     23                   MR. WATSON:  Mr. Chairman, I have one



     24      witness.  I'd like to have him sworn in, please, sir.



     25                   MR. ROGERS:  State your name and address.
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      1                   MR. HIGGINBOTHAM:  David Higginbotham,



      2      Tuscaloosa, Alabama.



      3      (Hearing Officer swears in the witness.)



      4                   MR. WATSON:  Mr. Chairman, I am Tom



      5      Watson, representing Land and Natural Resource



      6      Development, Inc., and I pre-filed an affidavit of



      7      notice in this matter.  I would like to have it



      8      admitted into the record.



      9      (Whereupon, (Item 21) Affidavit of notice offered in



     10      evidence.)



     11                   CHAIRMAN GRIGGS:  It's admitted into the



     12      record.



     13      (Whereupon, (Item 21) Affidavit of notice received in



     14      evidence.)



     15                   MR. WATSON:  Land and Natural Resources



     16      Development, Inc. is asking the Board to approve a



     17      160-acre wildcat drilling unit for the reentry and



     18      completion of the Chunn 2-9 Well on a 160-acre unit



     19      consisting in the South Half of the Northeast Quarter



     20      and the North Half of the Southeast Quarter of



     21      Section 2, Township 3 North, Range 6 East, Escambia



     22      County, Alabama, as an exception to Rule



     23      400-1-2-.02(2)(b) of the State Oil and Gas Board's



     24      Administrative Code.



     25                   If I might point out for the record that
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      1      this same unit that we're requesting to be approved



      2      today was previously granted administratively, and



      3      Mr. Higginbotham will give you the history of that.



      4      My expert witness is David Higginbotham, who has



      5      appeared before you on numerous occasions and has on



      6      file an affidavit of his qualifications as a



      7      petroleum geologist.



      8                   Mr. Higginbotham, have you prepared



      9      exhibits in support of the petition that the Chair



     10      has called today?



     11                   MR. HIGGINBOTHAM:  Yes, sir.



     12                   MR. WATSON:  I tender him as an expert



     13      geological witness for giving testimony, Mr.



     14      Chairman.



     15                   CHAIRMAN GRIGGS:  Board recognizes



     16      Mr. Higginbotham as an expert petroleum geologist.



     17



     18                          DAVID HIGGINBOTHAM,



     19            having been first duly sworn, was examined and



     20                        testified as follows:



     21



     22      (Item 21) DIRECT EXAMINATION BY MR. WATSON:



     23             Q.    Mr. Higginbotham, if you would refer to



     24      your Exhibit No. 1, please, which is a plat of this



     25      location I just described, and tell the Board what's
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      1      shown there.



      2             A.    Exhibit No. 1 is a plat of our proposed



      3      location.  Outlined in red is the proposed unit.  The



      4      scale of this plat is one inch equals 1,000 feet.



      5      Our unit consists of the South Half of the Northeast



      6      Quarter and the North Half of the Southeast Quarter.



      7             Q.    And, Mr. Higginbotham, is this Chunn



      8      well, as it's located, is it a legal location in



      9      accordance with the rules; that is, more than 660



     10      feet, or at least 660 feet from every exterior



     11      boundary of this proposed 160-acre unit?



     12             A.    Yes, sir, it is a legal location.



     13             Q.    All right.  Let's go to your Exhibit No.



     14      2.  Tell the Board what this exhibit is and describe



     15      the information there, please, sir.



     16             A.    Exhibit No. 2 is a structure contour map



     17      on top of the Smackover formation.  The contour



     18      interval is 25 feet.  The proposed unit, again, is



     19      outlined in red.  The Chunn Well was drilled in 2003



     20      by Ventex.  And Ventex drilled their well, logged it,



     21      cored it, and plugged the well.  That well



     22      encountered the top of the Smackover at a subsea



     23      depth of minus 13,768, and that well encountered an



     24      oil-water contact at a subsea depth of minus 13,801.



     25      The structure contour map illustrates that the
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      1      interpreted oil accumulation is trapped on a four-way



      2      dip closure.  The scale of the map is one inch equals



      3      1,000 feet.



      4             Q.    All right, sir.  Let's look at your next



      5      exhibit, Number 3, which is a log from that well, and



      6      let's tell the Board what's shown on that exhibit,



      7      please, sir.



      8             A.    This next exhibit is a log, high



      9      resolution induction special density dual spaced



     10      neutron microlog.  This log shows the formation tops



     11      for the Buckner formation and for the Smackover



     12      formation.  The top of the Smackover is at a log



     13      depth of minus 4 -- excuse me, is at a log depth of



     14      14,151.  And this is -- equates to a subsea depth of



     15      minus 13,768 true vertical depth.  This well



     16      encounters an oil-water contact at a log depth of



     17      14,184, which corresponds to the true vertical depth



     18      of minus 13,801.



     19                   In the right column of this exhibit is a



     20      summary of the Smackover reservoir.  It has 33 feet



     21      of oil in the Smackover oil column, with 16 feet of



     22      microlog separation with 7 to 10 percent porosity.  A



     23      conventional core was taken over this well, and the



     24      conventional core illustrates that there was 10 feet



     25      of permeability of half a millidarcy or greater, 7
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      1      feet permeability greater than one millidarcy, and 3



      2      feet of permeability greater than 18 millidarcies,



      3      for a maximum permeability of 30 millidarcies in the



      4      well bore.



      5             Q.    What is Land and Natural's plan relative



      6      to the entry of this well?



      7             A.    Land and Natural plans to reenter the



      8      well, set casing, and perforate the top of the



      9      Smackover approximately eight feet, from 14,151 to



     10      14,159.



     11             Q.    All right, sir.



     12             A.    And if necessary, acidize the well.



     13             Q.    All right, sir.  Your last exhibit,



     14      Exhibit No. 4, Mr. Higginbotham, tell us what that



     15      exhibit is and why it's included in this package of



     16      exhibits.



     17             A.    Exhibit No. 4 is an exhibit that Ventex



     18      Operating submitted to the Board for the East



     19      Chitterling Creek oil field.  And the purpose of



     20      putting this exhibit in here was to illustrate that



     21      the top of the Smackover formation in the Ventex well



     22      is 62 feet structurally low to the oil-water contact



     23      in the Land, Inc. proposed reentry of the Chunn well.



     24             Q.    So that says, then, these are two



     25      separate and distinct oil pools; is that correct?
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      1             A.    Yes, sir, that's correct.



      2             Q.    So that if your reentry of the Chunn Well



      3      is successful and you're able to produce, then we



      4      would be setting up a separate field from the



      5      Chitterling Creek Field?



      6             A.    Yes, sir, that's correct.



      7             Q.    All right, sir.  Mr. Higginbotham, if the



      8      Board sees fit to grant this petition to allow Land



      9      and Natural to reenter this well, would that prevent



     10      waste and would correlative rights be protected?



     11             A.    Yes, sir, it would.



     12             Q.    As you've mapped this potential oil



     13      accumulation, it appears from your Exhibit 2 that all



     14      of the potential oil production is contained within



     15      the 160-acre unit; is that correct?



     16             A.    Yes, sir, that's correct.



     17                   MR. WATSON:  Mr. Chairman, I would ask



     18      that you receive into the record this hearing and



     19      Exhibits 1 through 4 to the testimony of



     20      Mr. Higginbotham.



     21      (Whereupon, (Item 21) Land And Natural Resource



     22      Development, Inc. Exhibits 1 through 4 offered in



     23      evidence.)



     24                   CHAIRMAN GRIGGS:  Exhibits 1, 2, and 3



     25      are admitted into the record.  And Exhibit No. 4,
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      1      which is dated March 11, 2013, but also appearing on



      2      there, it's identified as Exhibit 3 on Docket No.



      3      3-7-06-6, is admitted into the record.



      4      (Whereupon, (Item 21) Land And Natural Resource



      5      Development, Inc. Exhibits 1 through 4 received in



      6      evidence.)



      7                   MR. WATSON:  Thank you, sir.  And I



      8      tender my witness to the Board and staff for any



      9      questions you have.



     10                   CHAIRMAN GRIGGS:  Any questions by you or



     11      the staff?  Is there a motion on this item?



     12                   MR. LAWLEY:  I make a motion to grant the



     13      petition.



     14                   MR. PEARSON:  Second.



     15                   CHAIRMAN GRIGGS:  Motion and a second.



     16      All in favor, say "aye."  Ayes have it.  Petition is



     17      granted.



     18                   MR. WATSON:  Thank you, Mr. Chairman.



     19                   MR. ROGERS:  Next item is Item 24, Docket



     20      No. 03-19-13-10, petition by Stetson Petroleum



     21      Corporation.



     22                   MR. TYRA:  I have one witness to be sworn



     23      in, please.



     24                   MR. ROGERS:  State your name and address.



     25                   MR. DAYTON:  My name is John Dayton.  I
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      1      reside at 183 Basin View Road, Big Fort, Montana.



      2      (Hearing Officer swears in the witness.)



      3                   MR. TYRA:  Mr. Chairman, I'm John Tyra



      4      again, on behalf of Stetson Petroleum Corporation.



      5      We have filed a petition asking approval of a



      6      nongovernmental 160-acre production unit for the



      7      proposed Coley 35-5 #1 Well.  The unit is to consist



      8      of the South Half of the Northwest Quarter and the



      9      North Half of the Southwest Quarter, Section 35,



     10      Township 4 North, Range 7 East in Conecuh County,



     11      Alabama, in the Barnett Field.  We note that Rule 3



     12      of the Special Field Rules for the Barnett Field



     13      allows wells to be drilled on approximately 160



     14      contiguous surface acres upon which no other drilling



     15      or producible well is located.



     16                   My witness is new to the State of Alabama



     17      and has not testified.



     18



     19                             JOHN DAYTON,



     20           having first been duly sworn, was examined and



     21                        testified as follows:



     22



     23                   MR. TYRA:  But I will ask you, Mr.



     24      Dayton, have you on record a copy of your resumé?



     25                   MR. DAYTON:  I do.
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      1                   MR. TYRA:  And would you briefly go over



      2      your background, both work experience and your



      3      educational experience?



      4                   MR. DAYTON:  Okay.  I have a B.S. in



      5      chemical and petroleum refining engineering from



      6      Colorado School of Mines in 1974.  Ever since that



      7      time, I've worked in the production end of the



      8      business, though, rather than the refining end of the



      9      business.  I was an operations and facilities



     10      engineer in Cook Inlet, Alaska, Colorado, and Wyoming



     11      with Amoco Production Company, 1974 through 1979.  I



     12      was with -- moved companies.  I was with Arco,



     13      working on the Kuparuk Oilfield development,



     14      operations engineering team from 1979 to '83.  Cook



     15      Inlet and Lisburne engineering supervisor from '83 to



     16      '84.  I worked on the Lisburne Oilfield development



     17      as engineering manager for Arco Alaska from '84 to



     18      '88.  I was Kuparuk Oilfield operations manager on



     19      the North Slope of Alaska for '88 and '89.  I was



     20      Prudhoe Bay operations manager in the Eastern



     21      Operating Area operated by Arco, '89 to '91.  Then a



     22      Prudhoe Bay projects and construction manager from



     23      '91 to '93.  After that, I was vice president of



     24      operations for the Trans-Alaska Pipeline with the



     25      Alyeska Pipeline Service Company from '93 to '97.
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      1      And I'm currently working as a petroleum consultant



      2      for Stetson Petroleum.



      3                   MR. TYRA:  All right, sir.  I'll ask you,



      4      in that capacity as consultant for Stetson Petroleum,



      5      are you familiar with the request to drill this well



      6      and also familiar with the petition that has been



      7      filed in this matter?



      8                   MR. DAYTON:  I am.



      9                   MR. TYRA:  And are there exhibits that



     10      have been prepared in support of that petition that



     11      you're going to be testifying to?



     12                   MR. DAYTON:  Yes, there are.  We have



     13      three exhibits.



     14                   MR. TYRA:  All right, sir.  I would ask



     15      that Mr. Dayton be recognized as an expert witness to



     16      testify in this matter, please.



     17                   CHAIRMAN GRIGGS:  Mr. Tyra, the Board



     18      will recognize Mr. Dayton as a petroleum refining



     19      engineer.  And we would request that you take his



     20      resumé that you provided to the Board and ask him to



     21      sign and date it.



     22                   MR. TYRA:  Yes, sir.  Would be happy to



     23      do that.



     24                   While he's doing that, I have pre-filed



     25      an affidavit of notice that I would ask be made a
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      1      part of the record at this time.



      2      (Whereupon, (Item 24) Affidavit of notice offered in



      3      evidence.)



      4                   CHAIRMAN GRIGGS:  It's admitted into the



      5      record.



      6      (Whereupon, (Item 24) Affidavit of notice received in



      7      evidence.)



      8                   MR. TYRA:  We also pre-filed an affidavit



      9      of confidentiality concerning an exhibit, but



     10      actually, we will not be using that exhibit today.



     11      So I guess there's no reason to admit that at this



     12      point.



     13                   CHAIRMAN GRIGGS:  The Board will admit



     14      his resumé into the record.



     15      (Whereupon, (Item 24) John Dayton's resumé offered



     16      and received in evidence.)



     17                   MR. TYRA:  Thank you very much.



     18



     19      (Item 24) DIRECT EXAMINATION BY MR. TYRA:



     20             Q.    Mr. Dayton, I would ask that you turn to



     21      your Exhibit 1 and explain what that shows, please.



     22             A.    The first exhibit is a drilling plat



     23      which shows the drilling unit of 160 acres outlined



     24      with a red dashed line.  It shows the surface



     25      location of the well, and it shows the bottom hole,
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      1      or intended bottom hole location of the well.  The



      2      well is being drilled as a directional well due to



      3      terrain considerations.  The bottom hole location is



      4      directly underneath a creek.



      5                   Also on this plat you'll see the



      6      Alger-Sullivan Well, which is a little bit to the



      7      southeast of the center of the section there.  This



      8      was the discovery well for the Barnett Field.  It was



      9      drilled back in 1975.  It was -- last produced in



     10      1994 and has been plugged since then.



     11             Q.    All right, sir.  So after the



     12      Alger-Sullivan Well was drilled, were Special Field



     13      Rules adopted for the Barnett Field?



     14             A.    Yes, they were.



     15             Q.    And that was in 1975 as well; is that



     16      correct?



     17             A.    Correct.



     18             Q.    Now, the Special Field Rules, Rule 3 of



     19      the Special Field Rules require spacing of 160



     20      contiguous acres upon which no other drilling or



     21      producible well is located; is that correct?



     22             A.    That's correct.



     23             Q.    And so the proposed unit is 160 units



     24      with no other wells on it; is that correct?



     25             A.    That is correct.
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      1             Q.    It also requires all wells to be 1,320



      2      feet from every other drillable or producible well in



      3      the field.  Now, is that requirement met by your



      4      location?



      5             A.    Yes, it is.



      6             Q.    And finally, it requires that you be at



      7      least 660 feet from every exterior boundary.  Is the



      8      location of the proposed well, does it meet that



      9      requirement?



     10             A.    Yes, it does.  The proposed bottom well



     11      location is 998 feet from the west line and 964 feet



     12      from the north line of the proposed unit.



     13             Q.    All right, sir.  If you had a need to



     14      have a governmental unit consisting of that Northwest



     15      Quarter, that location would be an exceptional



     16      location, wouldn't it?  Would it not be?



     17             A.    Yes, it would be.



     18             Q.    It would be too close to the south line;



     19      is that correct?



     20             A.    That's correct.



     21             Q.    All right, sir.  Let's turn to your



     22      Exhibit 2, and explain what that shows, please.



     23             A.    Exhibit 2 shows some of the other



     24      existing units that have been approved within the



     25      Barnett Field, boundaries in the East Barnett Field,
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      1      Northeast Barnett Field, and North Barnett Field.



      2      I'll apologize maybe for the use of the word



      3      "non-conforming."  We couldn't find a better label.



      4      Basically, they all conform completely to the Field



      5      Rules, but they're not in line with just governmental



      6      quarter sections.



      7             Q.    All right, sir.  And your proposed unit



      8      is the one in green; is that correct?



      9             A.    It's the one in green, that's correct.



     10             Q.    And I notice there are two producing



     11      wells in the Barnett Field and only two producing



     12      wells.  Are those being operated by Stetson as well?



     13             A.    Yes, they are.  The two Scott Paper



     14      wells, Scott Paper 3-2 and Scott Paper 28.



     15             Q.    35?



     16             A.    Oh, 35.  Thank you.



     17             Q.    35-8?  Okay.  And both of those are also



     18      in split units; is that correct?



     19             A.    That's correct.



     20             Q.    And so they are in compliance with the



     21      Special Field Rules, they're just not governmental



     22      sections?



     23             A.    That's correct.



     24             Q.    All right, sir.  Let's look at your



     25      Exhibit 3, which is your structure map.  And if you
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      1      will explain --



      2             A.    This is a structure map for the top of



      3      Smackover structure.  The scale is one inch equals



      4      1,000 feet, and the contour interval is 20 feet.  It



      5      shows both the surface location, the proposed bottom



      6      hole location, and it shows the distance to the



      7      nearest producing well, which is the Scott Petroleum



      8      -- or excuse me, the Stetson Petroleum Scott Paper



      9      35-8, of 3,800 feet.



     10                   You can see we have structural closure on



     11      three sides.  And then the fourth side, you would



     12      have basically a well that has produced to its



     13      economic limit and been abandoned.  So the red dashed



     14      line is of course the 160-acre proposed drilling



     15      unit.



     16             Q.    All right, sir.  Is the location that you



     17      have there, in your opinion, the optimal geological



     18      location of this well?



     19             A.    Yes, it is.  We believe the northwest



     20      flank has a better chance of higher permeability and



     21      porosity due to the environmental conditions at the



     22      time of the deposition of the oolitic structure.



     23             Q.    All right, sir.  And the wells to the



     24      south, they're both dry holes; is that correct?



     25             A.    That's correct.

�

                                                                 73







      1             Q.    Then you have the producing well that was



      2      plugged and abandoned to the southeast?



      3             A.    Southeast.



      4             Q.    And then directly east you have a dry



      5      hole as well?



      6             A.    That's correct.



      7             Q.    What about north of the proposed unit,



      8      what do you --



      9             A.    Well, that would be well down-structure,



     10      and so therefore, it would be below any water-oil



     11      contact.



     12             Q.    All right, sir.  Are you seeing any



     13      communication between these wells, the production



     14      wells and your proposed well?



     15             A.    No.



     16             Q.    All right, sir.  In your opinion, then,



     17      this is the optimal geological location.  Would it



     18      also prevent waste, as that term is defined by our



     19      laws and statutes here in Alabama?



     20             A.    Yes, it would.



     21             Q.    And would it protect correlative rights



     22      and avoid the drilling of unnecessary wells?



     23             A.    Yes, it would.



     24             Q.    Is it your opinion that the entire



     25      productive formation that you're going for is located
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      1      within the proposed unit?



      2             A.    Yes, it is.  Because of the structural --



      3      it's a relatively small structure.



      4             Q.    All right, sir.



      5                   MR. TYRA:  I would tender the witness for



      6      any questions the Board may have at this time.



      7                   MR. McQUILLAN:  Mr. Tyra, you had also



      8      filed an affidavit of testimony in support of the



      9      petition from an H. Pete Berg?



     10                   THE WITNESS:  Yes.  Mr. Berg is the



     11      president of Stetson Petroleum Corporation.



     12                   MR. McQUILLAN:  Are you also going to



     13      submit that, put that in the record?



     14                   MR. TYRA:  I think probably not, since we



     15      had live testimony.  We have a live witness as well.



     16                   No, sir, we'll not submit it.  We'll do



     17      it on the basis of the testimony of Mr. Dayton.



     18                   CHAIRMAN GRIGGS:  Mr. Tyra, you're



     19      requesting that we admit Exhibits 1 through 3 into



     20      the record?



     21                   MR. TYRA:  Yes, sir, please.



     22                   MR. ROGERS:  And the affidavit of notice?



     23                   MR. TYRA:  And the affidavit of notice.



     24      (Whereupon, (Item 24) Stetson Exhibits 1 through 3



     25      offered in evidence.)
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      1                   CHAIRMAN GRIGGS:  They're admitted into



      2      the record.  Anything further?



      3                   Is there a motion?



      4      (Whereupon, (Item 24) Stetson Exhibits 1 through 3



      5      received in evidence.)



      6                   MR. PEARSON:  I move that we grant the



      7      petition styled as Item 24, which is the petition of



      8      Stetson Petroleum.



      9                   CHAIRMAN GRIGGS:  Motion.  Is there a



     10      second?



     11                   MR. LAWLEY:  Second.



     12                   CHAIRMAN GRIGGS:  Motion and second.  All



     13      in favor say "aye."  Ayes have it.  Petition is



     14      granted.



     15                   MR. TYRA:  Thank you very much.



     16                   CHAIRMAN GRIGGS:  Is there a motion to



     17      adjourn?



     18                   MR. LAWLEY:  So moved.



     19                   MR. PEARSON:  Second.



     20                   CHAIRMAN GRIGGS:  The meeting stands



     21      adjourned.



     22                    (END OF PROCEEDING 11:33 a.m.)



     23



     24



     25
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Page 1 Page 3
1 1 PROCEEDING
2 STATE OIL AND GASBOARD OF ALABAMA 2
3 Tuscaloosa, Alabama 3 CHAIRMAN GRIGGS: It's10:04. Letthe
4 March 21, 2013 4 record reflect that the State Oil and Gas Board is
5 Testimony and proceedings before the 5 nowinsession. Dr. Tew, havetheitemsfor the
6  State Oil and Gas Board in Regular Session in the 6 March 19th and the March 21st, 2013, meetings been
7 Board Room of the State Oil and Gas Board Building, 7 properly noticed?
8  University of Alabama Campus, Tuscaloosa, Alabama, 8 DR. TEW: Chairman Griggs, Mr. Pearson,
9  pursuant to adjournment, on this 21st day of March, 9  and Mr. Lawley, the items for the March 19th and
10 2013 10  March 21st meetings have been properly noticed. The
11 11 staff prepared an agendafor the Board's March 19th
12 BOARD 12 and March 21st meetings, and that agenda was admitted
13 13 intotherecord at the Hearing Officer meeting on
14 Mr. James"Jim" Griggs, Chairman 14 March 19th, 2013. Mr. Marvin Rogers, acting as
15  Mr. Charles"Ward" Pearson, Vice Chairman 15 Hearing Officer, and the staff heard various items at
16  Mr. M. Barnett Lawley, Member 16  the Hearing Officer meeting on March 19th, and at
17 17 thistime, Mr. Rogers will make his report to the
18 STAFF 18 Board.
19 19 MR. ROGERS: Chairman Griggs, Mr.
20  Dr. Berry H. "Nick" Tew, Secretary and Supervisor 20 Pearson, and Mr. Lawley, | have awritten report of
21  Dr. David E. Bolin, Deputy Director 21  theitemsheard by the Hearing Officer and the staff
22 Mr. S. Marvin Rogers, Attorney 22 onTuesday, March 19, 2013. Copies of that report
23 Ms. April Merritt, Hearings Administration 23 areavailable for members of the public to review and
24 24 study. | submit this Hearing Officer Report to the
25 25  Board for approval.
Page 2 Page 4
1 INDEX 1 CHAIRMAN GRIGGS: Isthere amotion on
2 INDEX OF EXAMINATION PG 2 theHearing Officer's Report?
\évlil)-\g\,/\lAERSES)IiSIiZIGH 3 MR. PEARSON: So ed
3 (ITEMS 1 AND 2) DIRECT EXAMINATION BY MR. TURNER 12 ) ’ moved.
4 WILLIAM ENGLE 4 MR. LAWLEY: Second.
(ITEMS 1 AND 2) DIRECT EXAMINATION BY MR. TURNER 25 )
5 JAMES STEPHENS 5 CHAIRMAN GRIGGS: Mation and a second.
oAMBAEREETR TN ST MR MATN 4| er cy e Ayeshaeit. TheHeain
6 (ITEM 211) DIRECT EXAMINATION BY MR. WATSON 59 } say. e Ay ' 9
7 JOHN DAYTON 7 Officer'sreport is approved.
(ITEM 24) DIRECT EXAMINATION BY MR. TYRA 68 )
8 8 MR. ROGERS: Mr. Chairman, | recommend
INDEX OF EXHIBITS (OFFERED) S o g
9 Eltems L and 23 Tri-City Ledger wasoffered 9 9  thereport be admitted into the recor_ . _ _
10 Olftfeggdl and 2) Warren Miguez affidavitwas 9 10 CHAIRMAN GRIGGS: Itisadmitted into the
11 Items 1 and 2; Exhibits were offered 10 11  record.
Hem 16) Aff vt of Noticb wes oo, 40 12 MR. ROGERS: Thank
om ,
12 Item 16) Exhibits were offered 55 ) - [hank you.
13 Item 21) Affidavit of Notice was offered 58 13 DR. TEW: The staff would recommend
Item 21) Exhibits were offered 63 . . )
14 Item 24) Affidavit of noticewas offered 68 14 approval of the minutes of the following meetings:
Item 24) John Dayton'sresumé was offered 68 . . .
15 Item 24) Exhibits were offered 74 15 December 11th, 2012, Hearing Officer Meeting;
16 INDEX OF EXHIBITS (RECEIVED) 16  December 13th, 2012, Regular Board Meeting; December
17 gltemsl and 2; Tri-City Ledger wasreceived 9 17 19th, 2013 -- 2012, Special Hearing Officer Meeting;
Items 1 and 2) Warren Miguez affidavitwas 9 ) . )
18  received B ) 18  and February the 12th, 2013, Hearing Officer Mesting.
Items 1 and 23 Exhibits were received 10
19 Items 1 and 2) 19-3 Well filewasreceived 32 19 MR. PEARSON: | move that we adopt those
Item 16) Affidavit of Notice was received 40
20 Item 16) Exhibits were received 55 20 minutes, Mr. Chairman.
Item 21) Affidavit of Notice was received 58 .
21 Item 21) Exhibits were received 64 21 CHAIRMAN GRIGGS: We have amotion.
Hem 549 Johh Daytorts remewss ocved 68 22 Second?
22 Item 24 Exhibitgywere received 75 ona:
23 23 MR. LAWLEY: Second.
24 24 CHAIRMAN GRIGGS: Thereisamotion and a
25 25  second. All infavor say "aye." Ayeshaveit.
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Page 5 Page 7
1 Those minutes are approved. 1 Holdings Corporation. They are docket numbers 1 and
2 DR. TEW: The staff has prepared an 2 2onthe docket for today, which you've just
3 agendaof itemsto be heard by the Board today. 3 consolidated.
4 Mr. Rogers, will you please call thefirst item. 4 Thefirst is a petition by Ankor
5 CHAIRMAN GRIGGS: Mr. Rogers. 5  reguesting the Board to establish anew oil field in
6 MR. ROGERS: Mr. Chairman, Membersof the | 6  Escambia County, Alabama, to be known as the
7 Board, one of the items that was recommended to be 7 Southeast Wallace Field, adopt the Specia Field
8  continued isamotion by the Board relating to 8  Rulesfor the new oil field, and establish field
9  hydraulic fracturing. Copies of that, of those 9 limitsfor the new oil field. Ankor is requesting
10  proposed rules are available at the table outside the 10  the Southeast Wallace Field be approved and
11 hearing room, and the Board and the staff would 11 established to consist of the Northwest Quarter of
12 welcome any comments either now or written comments |12 Section 19, Township 3 North, Range 9 East in
13 inthefuture about that rule. 13 Escambia County, Alabama.
14 CHAIRMAN GRIGGS: Would you liketobe |14 On the companion petition, that isa
15  recognized? 15  petition by Ankor requesting the Board to reform the
16 MR. LATHEM: Please. 16  40-acrewildcat drilling unit for the Craft-Black
17 CHAIRMAN GRIGGS: If youwill, foral of |17  Stone 19-3 #1 Well, Permit No. 16533-B, to a 160-acre
18  the petitions and everything before the Board, we 18  production unit. And Ankor proposes to reform that
19  haveanew hearing reporter today, please state your 19 40-acre unit, which consists -- presently consists of
20 name succinctly and always use the microphone. That |20  the Northeast Quarter of the Northwest Quarter of
21 will make her job awholelot easier. 21 Section 19, Township 3 North, Range 9 East in
22 MR.LATHEM: My nameisDennisLathem. |22  Escambia County, Alabama, to a 160-acre production
23 I'mwith the Coalbed Methane Association in Hoover, (23 unit consisting of the Northwest Quarter of Section
24 Alabama And we appreciate the work of the staff and |24 19, Township 3 North, Range 9 East in Escambia
25  theBoard on these proposed regulations. We have 25  County, Alabama.
Page 6 Page 8
1 made sure they've been circulated to our membership, 1 Ankor has two live witnesses to call
2 and so far there have been no comments of any kind, 2 today. Thosewould be Mr. Ed Leigh and Mr. Bill
3 and well continue to be saliciting those comments, 3 Engle. Wewould ask that they be recognized and
4 and hopefully othersin the other areas of the 4 sworn at thistime.
5  industry. | talked with acolleague of minein 5 MR. ROGERS: Gentlemen, state your names
6  Montgomery who heard from some of hisfolks, so. | 6  and addresses.
7 haven't heard anything negative at all on the 7 MR. LEIGH: I'm Leslie Edward Leigh, 438
8  comments, so we just look forward to working with you 8  Red Maple Drive, Mandeville, Louisiana.
9  onthem. | believethe next meseting, April meeting, 9 MR. ENGLE: William J. Engle, 134 Ayshire
10  iswhereyou may plan to take them up. Sowe 10 Court, Slidell, Louisiana.
11  appreciate the opportunity. 11 (The Hearing Officer swearsin the
12 CHAIRMAN GRIGGS: Thank you, Mr. Lathem. |12 witnesses.)
13 We appreciate the support of your association. 13 MR. TURNER: Mr. Chairman, may | approach
14 Mr. Rogers. 14 and distribute exhibits?
15 MR. ROGERS: Thefirstitemis Docket No. 15 CHAIRMAN GRIGGS: Yes, sir.
16  10-23-12-01A, petition by Ankor E& P Holdings 16 MR. TURNER: Mr. Chairman, a couple of
17 Corporation. And therealsoisarelated item, 17 preliminary matters on the exhibits. We, of course,
18  Mr. Chairman, Item 2, Docket No. 10-23-12-02A. 18  pre-filed exhibits with the staff before this
19 CHAIRMAN GRIGGS: Mr. Turner, woulditbe |19  hearing. There were corrections made to two
20  appropriate to consolidate these two items? 20  exhibits. The corrected exhibitsarein all of the
21 MR. TURNER: It would, Mr. Chairman. 21 bookletsthat we just distributed. The two exhibits
22 CHAIRMAN GRIGGS: Thank you. They are 22 that were corrected from the pre-submitted exhibits
23 consolidated. 23 was Exhibit 3, where we corrected a contour line,
24 MR. TURNER: Mr. Chairman, Hal Turner for 24 which we have discussed with the staff previously.
25  the Petitioner in these two matters, Ankor E& P 25  And the second correction was on Exhibit 12, whichis
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Page 9 Page 11
1 production datatotals for this particular well. The 1
2 production dataitself and numbers were correct, but 2 MR. TURNER: Mr. Leigh, state your full
3 thetotasat the bottom were not. We corrected 3 namefor the record, please.
4 those. So Exhibits 3 and 12 are corrected from the 4 MR. LEIGH: Ledlie Edward Leigh.
5  original pre-filed exhibits. All other exhibitsin 5 MR. TURNER: By whom are you employed?
6  thebooklet are the same as the pre-filed exhibits. 6 MR. LEIGH: Ankor Energy, operating agent
7 At thistime we would like to make a part 7 for Ankor E& P Holdings Corporation.
8  of therecord the proof of publication from the 8 MR. TURNER: So what isyour current
9  Tri-City Ledger dated 10/4/12 for the two petitions 9  position with Ankor?
10 inthismatter. 10 MR. LEIGH: Petroleum geologist.
11 (Whereupon, (Items 1 and 2) Tri-City Ledger proof of |11 MR. TURNER: And Ankor isan oil and gas
12 publication offered in evidence.) 12 exploration and production company; is that correct?
13 CHAIRMAN GRIGGS: Both of those are 13 MR. LEIGH: That's correct.
14 admitted into the record. 14 MR. TURNER: And what isyour occupation
15  (Whereupon, (Items 1 and 2) Tri-City Ledger proof of |15  or profession?
16  publication received in evidence.) 16 MR. LEIGH: Geologist.
17 MR. TURNER: Wewould also liketo makea |17 MR. TURNER: And isyour resumé currently
18  part of the record the notice affidavit of Warren 18  onfilewith the Board?
19 Miguez dated October 5th, 2012. 19 MR. LEIGH: Yes,itis.
20 (Whereupon, (Items 1 and 2) Warren Miguez affidavit |20 MR. TURNER: And have you qualified to
21 offeredinevidence) 21 testify with this Board previously as an expert in
22 CHAIRMAN GRIGGS: It's admitted. 22 petroleum geology?
23 (Whereupon, (Items 1 and 2) Warren Miguez affidavit |23 MR. LEIGH: Yes.
24 received in evidence) 24 MR. TURNER: Mr. Chairman, we would
25 MR. TURNER: Andwewould aso liketo 25  tender Mr. Leigh at thistime as an expert in
Page 10 Page 12
1 makeapart of the record the well file for the 1 petroleum geology.
2 Craft-Black Stone 19-3 #1 Well. 2 CHAIRMAN GRIGGS: Heisrecognized as an
3 (Whereupon, (Items 1 and 2) Craft-Black Stone 19-3 3 expert petroleum geologist.
4 wedll file offered in evidence.) 4
5 CHAIRMAN GRIGGS: Admitted. 5 (Items1land 2) DIRECT EXAMINATION BY MR. TURNER:
6  (Whereupon, (Items 1 and 2) Craft-Black Stone 19-3 6 Q. Mr. Leigh, are you the Ankor geologist
7 well filereceived in evidence.) 7  principaly responsible for the Old Home Prospect
8 MR. TURNER: Finaly, there were two 8  located in Escambia County, Alabama?
9 related petitionsfiled by Ms. Eunice Reynolds. They 9 A. Yes
10  areshown as Docket No. 4 and Docket No. 5 on the 10 Q. And would that Old Home Prospect include
11 agendafor today. Those-- Mrs. Reynolds -- those 11  thewell at issuein this matter, the Craft-Black
12 were conteststo our petitions. Mrs. Reynolds has 12 Stone 19-3#1 Well?
13 sincethen moved to dismiss her petitions without 13 A. Yes, itdoes.
14 prejudice. The Hearing Officer has recommended that |14 Q. Do you prepare Exhibits 1 through 8 that
15  they be dismissed without prejudice. And for the 15  we previously distributed to the Board?
16  record, Ankor has no opposition to those petitions 16 A. Yes,dr.
17 being dismissed. 17 Q. Areall those exhibits signed by you?
18 CHAIRMAN GRIGGS: | believe we've already |18 A. They are.
19 dismissed those by approval of the Hearing Officer's 19 Q. Anddodl of those Exhibits 1 through 8
20 Report. 20 fairly and accurately depict the information shown on
21 MR. TURNER: Thank you, Mr. Chairman. 21  theexhibits?
22 22 A. Yes sr.
23 EDWARD LEIGH, 23 Q. Would you turn first, please, sir, to
24 having been first duly sworn, was examined and 24 Ankor Exhibit No. 1 and tell the Board what that
25 testified as follows: 25  exhibitis, please, sir.
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Page 13 Page 15
1 A. Exhibit No. 1isan areamap over a 1 feet from the west line of the proposed unit and the
2 portion of Escambia County, Alabama. It showsthe 2 west line of Section 19, and 854 feet from the east
3 proposed Southeast Wallace Field, the proposed field 3 lineof the proposed unit.
4 limit, and the proposed 160-acre unit covering the 4 Q. And thereservoir that was encountered in
5  same geographical area, that being the Northwest 5 thisinstance by the Craft-Black Stone 19-3 Well was
6  Quarter of Section 19, Township 3 North, Range 9 6  Smackover; isthat correct?
7  East. 7 A. That'scorrect.
8 Q. And Ankor proposesto call the new field 8 Q. Movewith meto Exhibit 3 and tell the
9  the Southeast Wallace Field; isthat correct? 9  Board what that exhibit is, please, sir.
10 A. That'scorrect. 10 A. Exhibit 3isastructure map drawn on the
11 Q. Okay. And -- excuse me. 11 top of the Smackover formation. Thisis--
12 A. Go ahead. 12 Q. Wasthat structure map prepared using 3-D
13 Q. And does Exhibit 1 fairly and accurately 13 seismic owned by Ankor?
14 depict the proposed unit and field in relation to 14 A. Yes. Itwasderived froma
15  other unitsand fieldsin the area? 15  135-square-mile 3-D survey that Ankor hasin Escambia
16 A. Yes. It'sshowing therelation to the 16  County. It'satimeinterpretation converted to
17 established fieldsinthe area. And it shows that 17  depth. Thescaleisoneinch equals 1,000 feet,
18  the northern boundary and the western boundary of the |18  contour interval is 10 feet. Two prominent -- well,
19 proposed unit and field limit directly adjoins one of 19 firstof dl, it does show again the proposed field
20  these, that being the South Wallace Field. 20 limit and the proposed 160-acre production unit
21 Q. Okay, sir. Movewith me, Mr. Leigh, if 21 consisting of the Northwest Quarter of Section 19 in
22 youwould, to Ankor Exhibit No. 2 and tell theBoard |22 relation to the South Wallace Field limit, which is
23 generaly what that exhibit is. 23 shownin solid green on the -- on the map.
24 A. Exhibit 2isawell location plat. I'm 24 Two prominent structural features are
25  showing Section 19, Township 3 North, Range 9 East, |25  shown, that being the four-way dip closure that we
Page 14 Page 16
1 Escambia County, Alabama. Shows the proposed 1 drilled with the Craft-Black Stone 19-3 Well, and the
2 production unit and the proposed field limit, both 2 four-way dip closure drilled by the Craft -- again
3 outlinedinred on thisplat. The proposed field 3 Ankor E&P Holdings Corporation Craft-Black Stone
4 limit and proposed production unit consists of a 4 13-16 #1. And that's Permit No. 16413-B.
5  governmental quarter section, the Northwest Quarter 5 Q. The--1I'msorry, areyou finished?
6  of Section 19, Township 3 North, Range 9 East, 160 6 A. Yesh, you go ahead.
7  acresinsize. This plat also shows the subject 7 Q. Thesmall broken green lineinside the
8  well, the Ankor E& P Holdings Corporation Craft-Black | 8  production unit is of course -- that depictsthe
9  Stone 19-3 #1, Alabama Permit No. 16533-B, in the 9  limits of the Smackover reservoir encountered by the
10  Northeast Quarter of that quarter section. 10 waéll, inyour opinion?
11 Thiswell was drilled as adlight 11 A. Yes. I'm showing two limits, one for the
12 directiona well, and this was due to topographic 12 wadl in question. It encountered an oil-water
13 issueson the surface preventing us from drilling a 13 contact shown in dashed green at a subsea elevation
14 vertical test at the target location. Sincethisis 14 of 13,392 feet. That's shown just outside the
15  adirectiona well, we're showing on this plat the 15 13,390-foot contour. Another limit is shown for the
16  surface hole location; to the west of that, the point 16  13-16 structure, and that was not an oil-water
17 of penetration of the top Smackover formation; and 17 contact, but the lowest known ail, at subsea 13,350
18  near that, the bottom hole location. 18  feet. That well, the 13-16, encountered the
19 Q. Mr. Leigh, isthe bottom hole of the 19  Smackover at subsea 13,305 feet, 55 feet above the
20  Craft-Black Stone 19-3 Well more than 660 feet from |20 elevation at which the 19-3 drilled the Smackover.
21 every exterior boundary of the proposed production 21 Although it did not see an oil-water
22 unit? 22 contact, the lowest known oil isjust afew feet
23 A. Yes,itis. It's-- the bottom hole 23 abovethe spill point for that structure, which the
24 |ocation is 743 feet from the north line of Section 24 gpill point isin the Southwest Quarter of the
25 19 and the north line of the proposed unit, 1,788 25  Southeast Quarter of Section 13, that low areajust
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Page 17 Page 19
1 outside the 13,350-foot contour. That's the spill 1 is13,672 feet measured depth, subsea elevation
2 point for the structure. And itis37 feet highto 2 13,360.
3 theproven oil-water contact in the 19-3 Well, thus 3 Q. Andwheredid the log place the base of
4 indicating that the two indicated reservoirs are 4 this particular Smackover oil pool?
5  digtinct and separate structurally. 5 A. Thebase of the Smackover ail pool is
6 Q. Mr. Leigh, inyour opinion, isthe 6  placed at the oil-water contact shown at 13,704
7 Smackover ail pool encountered by the 19-3 Well a 7 measured depth, subsea 13,392 feet.
8  separate and distinct oil-producing pool in the 8 Q. Inyour opinion, should the Smackover oil
9  proposed field? 9  pool in the proposed Southeast Wallace Field be
10 A. Yes itis. 10  defined asthose strata of the Smackover formation
11 Q. And that would include, according to your 11 productive of hydrocarbonsin the interval between
12 earlier testimony, the Smackover reservoir underlying (12 13,672 feet and 13,704 feet measured depth as defined
13 the South Wallace Field which was encountered by the {13 by the Platform Express log for that well?
14  Craft-Black Stone 13-16 Well; isthat correct? 14 A. Yes.
15 A. That'smy opinion, yes. 15 Q. Moveto Exhibit 5, please, sir. Tell the
16 Q. Inyour opinion, isthe Smackover oil 16  Board what that exhibit is.
17 pool at issue here al contained within the proposed 17 A. Exhibit 5isaportion of the
18  field limits? 18  conventional core analysis taken in the upper
19 A. Itiscompletely contained within the 19 Smackover. It shows the oil-water contact
20 proposed unit. 20 encountered on the core at 13,707 feet measured
21 Q. Andinyour opinion, does the proposed 21 depth. And since the core is measured from drill
22 production unit capture the entire Smackover 22 pipe measurements and the log is measured from wire
23 reservoir encountered by the well? 23 line, there's athree-foot discrepancy, the core
24 A. Yes. 24 depths being three foot low to the log depths. After
25 Q. Andinyour opinion, will the Craft-Black 25  you apply that correction, the oil-water contact
Page 18 Page 20
1 Stone 19-3 Well efficiently and economically drain 1 indicated isat 13,704 feet measured depth subsea,
2 theentire Smackover reservoir underlying the 19-3 2 13,392 feet subsea, matching that on the electric
3 wdl? 3 log, Exhibit 4.
4 A. Yes, itwill. 4 Q. Okay, sir. Andwould you moveto
5 Q. Would you moveto Exhibit 4, please. 5  Exhibits6, 7, and 8, and if you would, discuss those
6 A. Exhibit 4isatypelog for the subject 6  collectively, please, sir. First identify each one
7 weéll, the 19-3, Permit No. 16533-B. Thislog was 7 andthen tell usthe significance of that.
8  taken from the Schlumberger Platform Expressrunlog | 8 A. Okay. Exhibits6, 7, and 8 are offered
9  onJuly 6th, 2011. It's Ankor's practice to drill 9  insupport of the structure map Exhibit 3. Exhibit 6
10  the Smackover initsentirety to seeif the Norphlet 10  isastructural cross section extending northwest to
11 ispresent and to drill into Paleozoic basement or 11 southeast through three wellsin the areato the
12 whatever basement may exist. In this case we found 12 northwest, the Wallace Field Well, Coastal -- Coastal
13 --I'mshowing the Norphlet here becausewefounda |13  ATIC 13-6 #1, Permit 5268, on to the southeast
14 show of oil inthe Norphlet. We set pipeon it and 14 through the aforementioned Ankor RPC Craft-Black
15  tested it, but it was noncommercial, having too low 15  Stone 13-16 #1 and the subject well, the Ankor
16  permeability to flow. We then plugged back to the 16  Craft-Black Stone 19-3 #1.
17 upper Smackover, that's that upper set of red perfs 17 This structural cross section, the datum
18  that you see on the log toward the top, and 18  for which is sealevel, shows the present-day
19  established production in the upper Smackover. 19 relationship in structure between these three wells,
20 Q. And thisparticular log was run on the 20  showing the Wallace Field well to be the highest on
21 well on what date? 21 dtructure, but on a separate structure from the other
22 A. July the 6th of 2011. 22 two. Andinfact, it showsthat all three wells are
23 Q. And where does that log show the top of 23 separate structurally, showing the oil-water contact
24 the Smackover ail pool to be? 24 a 13,392 we found in the 19-3 Well; the lowest known
25 A. Top of the Smackover oil pool on the log 25  oil at 13,350 in the Black Stone 13-16 #1; and also
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1 thelowest known oil at 13,192 feet at the Coasta 1 A. Yes.
2 well. The Coastal well isno longer on production, 2 Q. Finaly, inyour opinion, would granting
3 dthough it'sthe highest well. Again, these three 3 thepetitionsin this case prevent waste of oil and
4 wellsare separate structurally from one another. 4  gas?
5 Exhibit No. 7 is Arbitrary Line 1 taken 5 A. Yes.
6  fromthe 3-D seismic survey. Thisline of sectionis | 6 Q. Andwould granting the petitionsin this
7 the same asthe previous cross section line on 7 caseinyour opinion also protect the correlative
8  Exhibit 6 except it excludes the well to the 8  rightsof all mineral interest owners at issue here?
9  northwest, the Coastal ATIC well. Thisline goes 9 A. Yes, they would.
10 through the Ankor Black Stone 13-16 Well andthe |10 MR. TURNER: Mr. Chairman, Ankor passes
11 Ankor Black Stone 19-3 Well, subject well. This 11 thewitnessfor any questions the Board may have.
12 showsanorthwest dip and a southeast dip on both of |12 CHAIRMAN GRIGGS: Any questionsfor the
13 thedtructuresindicated, showing that they are 13 witness?
14 separate on thisline separated by a structural low. 14 DR. TEW: I'vegot one clarification,
15 Exhibit No. 8 isroughly 90 degreesto 15 Mr. Leigh. Would you refer to your Exhibit No. 5,
16 that Arbitrary Line 1. ThisisArbitrary Line2,and |16  please? At the bottom there, it says lowest known
17 thisisdesigned to show the critical north dip and 17 qil, LKO. Should that be an oil-water contact rather
18  the south dip across the 19-3 closure. These two 18  than the lowest known il ?
19  lines, together with the structure -- the structure 19 THE WITNESS: Yes, sir, it should.
20 map, show that the structure in question isa 20 DR. TEW: Thank you.
21 four-way dip closure, separate and distinct from the |21 THE WITNESS: Thank you very much.
22 other structuresin the area. 22 CHAIRMAN GRIGGS: Any questions?
23 Q. Okay. So, Mr. Leigh, do thetypelog 23 Proceed.
24 Exhibit 4, the core analysis, Exhibit 5, and the 24 MR. TURNER: Mr. Chairman, we call as our
25  cross section and two arb lines, Exhibits 6, 7, and 25  next witness Bill Engle.
Page 22 Page 24
1 8, al demonstrate in your opinion that the Smackover | 1
2 ail pool encountered by the 19-3 Well have a separate | 2 WILLIAM ENGLE,
3 anddistinct oil-producing pool in this field? 3 having first been duly sworn, was examined and
4 A. Yes, they do. 4 testified as follows:
5 Q. And that would include the Smackover ail 5
6  pool for the South Wallace Field which was 6 MR. TURNER: State your name for the
7 encountered by the Craft-Black Stone 13-16 Well;is | 7  record, please, sir.
8  that correct? 8 MR. ENGLE: William John Engle.
9 A. Yes, sir. 9 MR. TURNER: And, Mr. Engle, by whom are
10 Q. Inyour opinion, again, does the 160-acre 10 you employed?
11 production unit that Ankor has proposed capturethe |11 MR. ENGLE: Ankor Energy, LLC.
12 entire Smackover reservoir? 12 MR. TURNER: What isyour current
13 A. Yes, sir, it does. 13 position with Ankor?
14 Q. Yes, sir. Mr. Leigh, in connection with 14 MR. ENGLE: Project manager, assistant to
15  the petitions Ankor hasfiled in this case, they 15  thepresident.
16  submitted Specia Field Rules. Rule 3 of those 16 MR. TURNER: Okay, sir. What isyour
17 Special Field Rules proposes that the spacing 17 occupation or profession?
18  requirements for wellsin the Southeast Wallace Field |18 MR. ENGLE: Petroleum engineering.
19 be 160-acre production units with 660 feet setbacks. |19 MR. TURNER: And isyour current resumé
20 Areyou aware of that? 20 onfilewith the Board?
21 A. Yes, s, | an. 21 MR. ENGLE: Yes,itis.
22 Q. Okay. Inyour opinion, would those 22 MR. TURNER: Have you qualified with the
23 gpacing requirements sufficiently and economically |23 Board previously to testify as an expert in petroleum
24 drain the Smackover oil pool at issue here and 24 engineering?
25  prevent the drilling of unnecessary wells? 25 MR. ENGLE: Yes, | have.
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1 MR. TURNER: Mr. Chairman, we would 1 September 29, 2012. During that time, the well, as
2 tender Mr. Engle at thistime as an expert in 2 you can see, initialy was tested at roughly 325
3 petroleum engineering. 3 barrelsof oil aday. During thistime period, the
4 CHAIRMAN GRIGGS: The Board recognizes 4 waell exhibited decline and averaged 163 barrels of
5  Mr. Engle as an expert in petroleum engineering. 5  oil during this roughly 70-day test period.
6 6 Q. Okay, sir.
7  (Items1and 2) DIRECT EXAMINATION BY MR. TURNER: | 7 A. Whichin this-- and this performance
8 Q. Mr. Engle, are you the Ankor petroleum 8  affirmsthe geologic interpretation that this
9  engineer principaly responsible for the Old Home 9  reservoir is separate and distinct from the 13-16 #1,
10  Prospect located in Escambia County, Alabama? 10 which has exhibited relatively stable production at
11 A. Yeslam. 11 approximately 300 barrels of oil aday.
12 Q. And that prospect would include the 19-3 12 Q. Yss sir. Mr. Engle, would you jump with
13 Waell; isthat correct? 13 meto Exhibit 12 and explain to the Board what that
14 A. Yes, it does. 14 exhibit is?
15 Q. Didyou prepare Exhibits 9 through 12 15 A. Exhibit 12 isjust a continuance of the
16  that we've submitted to the Board previously? 16  production history of thiswell, which will show its
17 A. Yes, |did. 17 continuing decline to its present operation on pump.
18 Q. Areall those exhibits signed by you? 18  Thewell isthe-- in thisreservoir is the only
19 A. Yes they are. 19 pressure depletion reservoir we have yet encountered
20 Q. And do al those exhibits fairly and 20 inthis area.
21  accurately depict the information shown on the 21 Q. Inother words, when our original
22 exhibits? 22 petition wasfiled in September of last year, we gave
23 A. Yes, they do. 23 the Board the production data which isin Exhibit 10
24 Q. Would you turn to your first exhibit, 24 that we had at the time; but with the time lapse, we
25  Mr. Engle, No. 9. 25  have added to that production through March of this
Page 26 Page 28
1 A. Yes 1 vyear. Isthat correct?
2 Q. Andwhat isthat exhibit, please, sir? 2 A. Thatiscorrect.
3 A. ThatisForm OGB-9, whichisthe First 3 Q. Okay. And those production -- during
4 Production or Test Report for the Black Stone -- 4 that period of time -- that would be 33 weeks
5  Craft-Black Stone 19-3 #1 Well. 5  approximately; isthat correct?
6 Q. Andonwhat date was the well tested, 6 A. Thatiscorrect.
7 please, sir? 7 Q. And during that period of time, the well
8 A. September 19th, 2011. 8  produced 20,744 barrels of oil; isthat correct?
9 Q. For what period of time? 9 A. Thatiscorrect.
10 A. T72hours. 10 Q. And that would work out to an average of
11 Q. And during that 72 hours, the well 11 how many barrels of oil per day?
12 produced how many barrels of oil? 12 A. Roughly 90 over the entire time frame.
13 A. Let'ssee. Thetotal was 1,045 barrels 13 But | would point out that during the initial testing
14 of oil, 2,809 Mcf of gas. 14 period where the average was 165, since September to
15 Q. And at what flowing tubing pressure did 15 current the well has averaged 60 barrels aday.
16  thewell maintain during that test? 16 Q. Okay, sir. Andwhen did thiswell goon
17 A. Let'ssee. Final flowing tubing pressure 17 pump? Isthat shown on Exhibit 127
18  was 931 pounds. 18 A. Yes. You canlook on thefirst page of
19 Q. Okay. Andwould you movewith me, if you |19 Exhibit 12, that black vertical bar isindication of
20 would, please, sir, to Ankor Exhibit 10. What is 20  thetime periods that the well has been operating on
21 that? 21 pump.
22 A. Thisisthe production history of the 22 Q. Okay, sir.
23 wadll from -- including theinitial test and 23 A. Andthat would have beenin -- let's see.
24 production once the well was put on permanent 24 Thedate here was September. We shut the well in to
25  production in July of 2012 through the week of 25  install the pump in November 26th through the 29th,
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1 2012 1 opinion what would be an appropriate production
2 Q. Andthewell iscurrently on pump; is 2 dlowablefor the well based upon the current
3 that correct? 3 engineering data?
4 A. Yes, itis. 4 A. 100 barrels of oil aday.
5 Q. Okay, sir. Would you move back with me, 5 Q. Would that production allowable, if
6  Mr. Engle, to Ankor Exhibit 11 and tell the Board 6  approved by the Board, in your opinion, promote the
7 what that exhibit is, please, sir. 7 proper and orderly development of the field and
8 A. Exhibit 11 isthe report from FESCO, Ltd. 8  prevent damage to the reservoir?
9  and PVT analysis of the subject well based on 9 A. Yes, itwould.
10  sampling taken during the initial well test that 10 Q. Mr. Engle, in your opinion, would
11 showsthat this was an undersaturated oil reservoir 11 granting Ankor's petitions in this case prevent waste
12 athetime. 12 of oil and gas?
13 Q. Sothetest showsthat the principal 13 A. Yes.
14 hydrocarbon in the well is ail; isthat correct? 14 Q. Andinyour opinion, would granting the
15 A. Thatiscorrect. 15  petitionsin this case protect the correlative rights
16 Q. Mr. Engle, based upon the engineering 16  of al minera interest ownership?
17 datawe'vejust discussed with the Board, do you have |17 A. Yes, it would.
18  anopinion asto whether or not the Smackover oil 18 MR. TURNER: Mr. Chairman, we pass
19 pool isaseparate and distinct oil-producing pool in 19 Mr. Engle for any questions the Board may have.
20  theproposed field? 20 CHAIRMAN GRIGGS: Any questions by your
21 A. Yes, | do. 21 oaff?
22 Q. Andwhat isyour opinion? That itis? 22 MR. TURNER: If there are no questions,
23 A. That it isseparate and unigue unto 23 Mr. Chairman, we would offer into the record into
24 jtself. Itisnotin communication with any other 24 evidence at thistime Ankor Exhibits 1 through 12.
25  reservoirs. 25  (Whereupon, (Items 1 and 2) Ankor Exhibits 1 through
Page 30 Page 32
1 Q. And that would include the reservoir 1 12 offered in evidence.)
2 encountered by the 13-16 Well; isthat correct? 2 CHAIRMAN GRIGGS: They're admitted into
3 A. Thatiscorrect. 3 evidence.
4 Q. Anddo you believe the entire Smackover 4 (Whereupon, (Items 1 and 2)Ankor Exhibits 1 through
5  oil pool hereis captured by the proposed production 5  12received in evidence.)
6 unit? 6 MR. TURNER: And we have no further
7 A. Yes, | do. 7 testimony.
8 Q. Mr. Engle, | discussed earlier with 8 CHAIRMAN GRIGGS: Any further questions?
9  Mr. Leigh the proposed Special Field Rules. With 9  Any questions by the Board? Entertain a motion.
10 him, it was Rule 3; with you, | would liketo discuss |10 MR. PEARSON: Mr. Chairman, | move we
11 Rule7. 11 grant Items 1 and 2, which are the petitions by Ankor
12 At the time the petition was submitted, 12 E&PHoldings, with the stipulation that the allowable
13 Rule 7 called for production allowables for il for 13 would be 100 barrelsinstead of 200 barrels as
14 200 barrels of oil per day. Areyou familiar with 14 originally specified in the petition.
15 that? 15 CHAIRMAN GRIGGS: Motion as stated. Is
16 A. Yes |am. 16  thereasecond?
17 Q. Doyou till believe that a 200 barrel of 17 MR. LAWLEY: Second.
18  oil per day production alowable would be appropriate | 18 CHAIRMAN GRIGGS: Got amotion and a
19  for thewell, given the history, production history 19 second. All infavor say "aye." The ayeshaveit.
20 of thewel? 20  Petitions are granted with the stipulations
21 A. No, | do not. 21 gpecified.
22 Q. Would you tell the Board why? 22 MR. TURNER: Thank you, Mr. Chair.
23 A. Just the observed performance declinein 23 MR. ROGERS: Nextitemis Item 14, Docket
24 rate and pressure would warrant alower allowable. 24 No. 02-12-13-10, petition by Robert Land,
25 Q. Okay. Would you tell the Board in your 25 individually and as attorney for certain landowners.
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1 MR. LAND: Good morning. 1 MR. LAND: Yes, sir.
2 CHAIRMAN GRIGGS: As Petitioner, youwant | 2 CHAIRMAN GRIGGS: -- at the previous
3 tohave aseat on this side and keep us straight? 3 Board meeting, maybe back last August.
4 MR. LAND: Mr. Chairman, my nameis 4 MR. LAND: That is correct.
5 Robert Land. | reside herein Tuscaloosa. | am the 5 CHAIRMAN GRIGGS: We were concerned about
6  Petitioner and also represent severa of the 6  the-- 1 believe at that point you were concerned
7 landownersin the area of the North Excel Field. 7 about the removal of the tank --
8  Thispetition wasfiled so that the mineral owners 8 MR. LAND: Yes, sir.
9  could proceed with the possibility of having another 9 CHAIRMAN GRIGGS: -- on behalf of your
10  company develop the acreage in thisfield. 10 clients.
11 As| informed the Board last time | 11 MR. LAND: Right.
12 appeared before them, the acreage in thisfield, the 12 CHAIRMAN GRIGGS: What is the status of
13 mineral interest and the leases upon them, were 13  that site?
14 permitted to expire by Delphi, the operator of the 14 MR. LAND: WEell, the status of the site
15  Hill and Jordan wells. Because of that, we had taken 15  isunchanged at thistime. We basically would like
16  stepsto acquire the leases and have done so on the 16  toseeif thiscompany would comein and take over
17 acreageinvolved, which isbasically the Northeast 17  the operation of the site, assume responsibility for
18  Quarter of Section 33 and the Northwest Section -- 18 it, and -- when they are drilling their new well. As
19 Northwest Quarter of Section 34. These are the two 19 | said, thishasall cometo my attention, this has
20 units of the Hill and the Jordan well. 20  dl come up thisweek.
21 It has come to my attention -- well, this 21 CHAIRMAN GRIGGS: Would thewell be
22 week we have found out that we do have another 22  drilled on thissite? There was previously a plugged
23 company that isinterested in drilling awell to tap 23 well onthesite, as| understand it.
24 part of areservoir in Section 34 that has not been 24 MR. LAND: That iscorrect. Andthereis
25  drained, apparently. We think, as a consequence of 25  fiveacresthat this site takes up to the -- dlightly
Page 34 Page 36
1 this, and thereis-- and some speculation as to the 1 tothenortheast of both of these well sites.
2 drainage of untapped reservesin Section 33, | would | 2 All of the pipelines are till in place.
3 ask the Board to consider continuing this matter and 3 Thewell bores are there, and their integrity remains
4 the-- Mr. Brooks' petition to temporarily abandon 4 intact. Thelandownersare very much infavor of the
5  thesefields until the May hearing. 5  redevelopment of thisfield and the drilling of anew
6 We have acquired all of theleasesin 6  waell. | amin contact with them on aregular basis.
7 both of these sections, or both of these units, as | 7 And| talked to Mr. Tommy Jordan, who owns the
8 said. AndI'mnot at liberty to disclose the 8  property where the Jordan well is, this past month
9  proposed operator because we have not completedthe | 9  concerning alocation for anew well in Section 33.
10 contractual obligations yet that we're required to 10 And hisresponse was, "Well, if they want to put it
11 do. But wewant to proceed with that and talkingto |11 where my houseis, just pay mewhat | got init and
12 Mr. Brooks and possibly resolving thisissuewithout |12 give metime to move before you bulldoze it."
13 any disagreement and perhaps further utilizing the 13 CHAIRMAN GRIGGS: Let me ask you further
14 Hill and the Jordan wells. Thereisa chance that 14 about the site where the tank is | ocated.
15 the Jordan well may be used for repressurization, as |15 MR. LAND: Yes, sir.
16  Mr. Brooks says, and the Hill well may be possibly 16 CHAIRMAN GRIGGS: Do you know if that
17 usedto acquire the well bore to kick off another 17 tank is connected to the two wells made the subject
18  well to drain part of the reservoir that has not been 18  of your petition?
19 drained in Section 33. 19 MR. LAND: Yes, dir,itis. This
20 Therefore, | just wanted to bring the 20  facility, which consists of five tanks and
21 Board up to date and ask that you continue these 21 separators, ison my client's property, Mrs. Mary
22 mattersfor the present time. Thank you. 22 Laird's property, and it does connect and it did
23 CHAIRMAN GRIGGS: Mr. Land,itismy |23  servicethese two wells and three other wells that
24 understanding there'salso a site, as| recall, we 24 have since been plugged and abandoned. So the
25  had discussed -- 25  facilities-- and Mrs. Laird has no problem with the
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1 facilities, since they have remained there thislong, 1 MR. LAWLEY: Chairman, | make amotion we
2 remaining for afew more months until it can be 2 continue until the May meeting.
3 determined whether they could be used for more 3 MR. PEARSON: Second.
4 production. 4 CHAIRMAN GRIGGS: Motion and a second.
5 CHAIRMAN GRIGGS: | guesswewereina 5  Thisitemis continued until the May hearing.
6  bit of aquandary asto why you wanted the tanks 6 MR. LAND: Thank you, Sir.
7 removed last August. But you do not want them 7 CHAIRMAN GRIGGS: Thank you, gentlemen.
8 removed now. 8 MR. ROGERS: Next item, then, is Item 16,
9 MR. LAND: Yes, sir. At that pointin 9  Docket No. 03-19-13-02A, petition by Klondike Energy,
10  time, there was no reason not to remove them, because |10  Limited Partnership.
11 there was nobody available to drill the wells. And 11 MR. CHAIRMAN: | believe that couple back
12 basically, the situation has changed since that time. 12 thereisinterested and might like a copy of the
13 CHAIRMAN GRIGGS: Mr. Tyra, | understand |13 exhibits.
14 you represent Delphi. | think you appeared on their 14 MR. WATSON: Mr. Chairman, I'm Tom Watson
15  behalf in August, | believe it was, when we initially 15  here, representing Klondike Energy. | have one
16 heard this -- 16  witness, and | would like to have him swornin,
17 MR. TYRA: Yes, sir. 17 please.
18 CHAIRMAN GRIGGS: -- and it'smy 18 CHAIRMAN GRIGGS: Proceed, Mr. Watson.
19 understanding you oppose this petition? 19 MR. ROGERS: Would you state your name
20 MR. TYRA: For the record, yes, I'm John 20  and address, sir.
21 Tyraon behaf of Delphi. | filed aletter on behalf 21 MR. STEPHENS: James O. Stephens,
22 of Delphi on March 14th in opposition to Mr. Land's 22 Madison, Mississippi.
23 petition. | was not aware, and he was not aware 23 (Hearing Officer swears in witness.)
24 apparently, of these new developments. We have no 24 MR. WATSON: Mr. Chairman, | have
25  problem with continuing thisto the May meeting while |25  pre-filed an affidavit of noticein this matter, and
Page 38 Page 40
1 hedevelopsthis potentia party, this potential 1 | would ask that it would be admitted into the
2 driller. 2 record.
3 We did in the letter agree to remove the 3 (Whereupon, (Item 16) Affidavit of notice offered in
4 tank facilities and the surface facilities within 90 4 evidence)
5  days. | guesswe should suspend that aswell if this 5 CHAIRMAN GRIGGS: It isadmitted.
6  iscontinuing to move ahead. 6  (Whereupon, (Item 16) Affidavit of notice received in
7 CHAIRMAN GRIGGS: Mr.Land, didyougeta | 7  evidence.)
8  copy of theletter from Mr. Tyra? 8 MR. WATSON: Klondikeisrequesting the
9 MR. LAND: | did. 9  Boardto enter an order establishing a new gas
10 CHAIRMAN GRIGGS: And do you have any 10  condensate field in Choctaw County to be known as the
11  objection to that being admitted into the record? 11 Southeast Silas Field. And we're asking that you
12 MR. LAND: No, sir. | appreciate the 12 promulgate Special Field Rulesfor this new field and
13 expression that Mr. Brooks was going to remove the 13 that you establish a permanent production allowable
14 tank batteries, but | suggest to the Board that it is 14 for the Choctaw Lumber Company 14-11 #1 Well.
15  more appropriate to continue this petition and also 15
16 not order Mr. Brooksto do so at thistime. It 16 JAMES STEPHENS,
17 appearsin the best interest of not only Mr. Brooks 17 having first been duly sworn, was examined and
18  but al of the landowners. And it certainly would 18 testified asfollows:
19  prevent waste, because there's no reason to remove 19
20  perfectly good equipment and then move the sametype |20 MR. WATSON: Mr. Stephens, you prepared
21 of equipment back in later onin the year to service 21  exhibitsin support of this petition, have you not?
22  thesamewslls. 22 MR. STEPHENS: Yes, sir.
23 CHAIRMAN GRIGGS: Doyou have anything |23 MR. WATSON: Y ou have appeared before
24 further, either of you? 24 thisBoard on numerous occasions and have on file an
25 MR. TYRA: No, sir. 25  affidavit of your qualifications as a petroleum
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1 engineer; isthat correct? 1 A. Exhibit 3isatypelog for the Choctaw
2 MR. STEPHENS: Yes, | do. 2 Lumber Company 14-11 #1 Well. It'sasection of the
3 MR. WATSON: Mr. Chairman, | tender 3 three-detector litho density TVD log. You can see
4 Mr. Stephens as an expert witness for giving 4 fromthelog that the top of the Smackover porosity
5  testimony inthisitem. 5  wasencountered at 13,801 feet true vertical depth
6 CHAIRMAN GRIGGS: Board recognizes 6  and the base of the Smackover porosity was
7 Mr. Stephens as an expert in petroleum engineering. 7 encountered at 13,818 feet true vertical depth. The
8 8  Smackover porosity there was perforated from 13,804
9  (Item 16) DIRECT EXAMINATION BY MR. WATSON: | 9  feetto 13,814 feet TVD. Those perforations were
10 Q. If youwould turnin your booklet of 10  tested. Thewell flowed 144 barrels of condensate
11 exhibits, Mr. Stephens, to your Exhibit No. 1. If 11 per day and 854 Mcf of gas per day. On a14/64 it
12 you would describe there what we were asking the 12 showed 1240 psi flowing tubing pressure, resulting in
13 Board to establish for this new field. 13  agagoil ratio of 5,930 standard cubic feet per
14 A. Exhibit No. 1isascreen shot of the 14 stock tank barrel. The measured gravity of the tank
15  State Oil and Gas Board area field map onto which 15  oil was51.2 degrees API.
16  we'veimposed the proposed Southeast Silas Field in 16 Q. Allright, sir. Now, Mr. Stephens, aswe
17 green. The proposed field is the Southwest Quarter 17 turnto Exhibit No. 4, isit true that you had
18  of Section 14 and the Southeast Quarter of Section 18  availableto you the geological advice from Phillip
19 15, Township 9 North, Range 4 West, Choctaw County, 19  Reevesin preparing this Exhibit No. 4?
20  Alabama. You can see the permitted well there, 20 A. Yes, sir. Phillip Reevesisaconsulting
21 Permit No. 16747-B, which is the location that we 21 geologist who has worked this area for many years.
22 drilled for the discovery well. 22 And he mapped this prospect which we drilled and
23 This map simply shows the other wells, 23 ultimately completed this producing well.
24 nearby wells, and fieldsin the area. Y ou can seeto 24 MR. WATSON: Mr. Chairman, |'ve handed up
25  thenorthwest in the green dashed outlineisthe 25  acopy of the pre-filed affidavit of testimony in
Page 42 Page 44
1 SilasField, which still produces, and to the west 1 support of this petition today. And | have
2 agbout one mile, the Zion Chapel Field outlined. That 2 highlighted in that affidavit of support, or
3 field has been plugged and abandoned. 3 affidavit in support of this petition, the key
4 Q. Allright, sir. Go to your Exhibit No. 4 testimony from Mr. Reeves about this structure that's
5 2. Describe the information shown on that exhibit, 5 onpage2
6  please dir. 6 Q. Andyou've seen Mr. Reeves's affidavit of
7 A. Exhibit No. 2 isthe as-drilled survey 7  testimony. And that was the basis for this mapping
8  plat for the Choctaw Lumber Company 14-11#1 Well. | 8  of the structure that's shown on Exhibit No. 4; is
9  Thewell wasdrilled from a surface location 2,211 9 that correct?
10  feet from the south line and 1,246 feet from the west 10 A. Yes sir.
11 line of Section 14 to a bottom hole location that was 11 Q. All right. Describe this structure map
12 directionally drilled to the top of the Smackover, 12 now, with the understanding that Mr. Reeves, who is
13 which was encountered 697 feet from the north unit 13 testifying here today by affidavit, has assisted in
14 lineand 1,229 feet from the west unit line. The 14 making this map.
15  pottom hole location in the Norphlet Formation was 15 A. Thismap was constructed using a
16 1,819 feet from the south line and 1,233 feet from 16  combination of subsurface information and 3-D
17 thewest line of the unit. 17  seismic. Asyou can see on the map, there are only
18 Q. And]I believe our proposed Specia Field 18  two well penetrations on the structure which would
19  Rulesfor wellsin thisfield would be required to be 19  helpinthe mapping. Of course, the discovery well,
20  at least 660 feet from every exterior boundary of the 20  the Choctaw Lumber Company 14-11 #1 Well, isshown in
21 production unit; isthat correct? 21 the Southwest Quarter of Section 14 there. It
22 A. Yes,gir. 22 encountered the top of the Smackover porosity at
23 Q. Allright. Let'sgo to your Exhibit No. 23 13,542 feet subsea. The only other well on that
24 3, and let's define this new Smackover gas pool, 24 structureisthe Norton 22-1 to the southwest, which
25  pleasg, Sir. 25  wasawet dry hole. It encountered the top of the
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1 Smackover at 13,620 feet. 1 boundaries of the unit. And it also shows that the
2 Q. All right, sir. What about this 2 Choctaw Lumber Company 14-11 Well penetrates the top
3 porosity, possible porosity pinchout to the 3 of that structure very near the crest.
4 northeast? 4 Q. Allright, sir. Let'sgo to your Exhibit
5 A. We have determined that several of the 5  No. 7, your Arbitrary Line B.
6  other fieldsin the area actually are a combination 6 A. Arbitrary Line B goes from the southwest,
7 of structural and stratigraphic traps. For that 7 from the Norton 22-1 Well up through the discovery
8  reason, we have drawn in a possible porosity 8  well of Choctaw Lumber Company 14-11 #1. Y ou can see
9  pinchout. If that porosity pinchout does not exist, 9  that the Norton 22-1 is quite low to the discovery
10 thenthered areais probably the largest productive |10  well and that the discovery well penetrated the
11  area-- largest areathat can be productive on this 11 Smackover formation and the crest of the structurein
12 gructure dueto the spill point being at 13,570 feet |12  arelatively flat area acrossthetop. You can also
13 sructuraly. However, as| mentioned, other fields |13  seethat near the northern unit line there's
14 inthe area have exhibited stratigraphic pinchouts 14 significant north dip. This north dip would indicate
15 which could result in the field being larger, but we |15 astructural closure.
16 just don't know at thistime. 16 Q. Allright, sir. Now you havea
17 Q. Allright, sir. Let'slook at your 17 stratigraphic cross section, which is your Exhibit
18 Exhibit No. 5, Mr. Stephens. Tell uswhat that 18  No. 8. Describe that stratigraphic cross section,
19 exhibit isand describe the information shown onit. |19  please, sir.
20 A. Exhibit No. 5is abase map showing the 20 A. The stratigraphic cross section contains
21 wellsinthe area and two arbitrary seismic lines. 21 twologs, the LBT/CML log from the Norton Estate 22-1
22 It showsLine A going from the northwest to the 22 and the three-detector litho density log on the
23 southeast, which goes through the Pruet-Hughes & |23 Choctaw Lumber Company 14-11. You can see there that
24 Hughes Smith Lumber Company 15-4 Well in the 24 thetongue on the top of the Smackover. You can see
25  Northwest Quarter of Section 15. That lineextends |25  that the Smackover isrelatively the same thickness
Page 46 Page 48
1 down approximately through the middle of the 1 inbothwells. You can see the Haynesville marker at
2 producing unit. 2 thetop of the cross section. It seemsto be very
3 Then there's Arbitrary Line B, which 3 consistent across the area. And on the consistent
4 extends from the southwest through the Pruet Norton 4 Haynesville marker and the distance from the
5  22-1 Well to the northeast through the proposed 5  Haynesville marker to the top of the Smackover
6  producing unit and well location on to the -- to the 6  porosity and the similar porosity thicknesses, we
7 northeast. 7 believe that the porosity in the Norton Well isthe
8 Q. Allright. Go ahead with your Exhibit 8  same porosity that we see in the Choctaw Lumber
9  No. 6, whichisyour first arbitrary line. 9  Company Well.
10 A. Right. Exhibit No. 6 isArbitrary Line 10 Q. Allright, sir. Your next exhibit isthe
11 A. Youcan seeit goesfrom the Smith Lumber Company |11  first test of thiswell, Exhibit No. 9. Describe the
12 Well down through the Choctaw Lumber Company 14-11 |12 information on that form, please, sir.
13 #1. You can seefrom this-- and the top of the 13 A. Exhibit No. 9 shows that the perforations
14 Smackover is depicted by the blue line there on the 14 are 13,858 feet to 13,868 feet measured depth in the
15  seismic section. You can see that the Smith Lumber 15 well. Thewell was tested on December 5th of 2012.
16  Company Well is quite high to our well. Soitisa 16  [ttested at arate of 144 barrels of condensate per
17 high and wet well because there was no closure on 17 day and 854 Mcf of gas per day. Gas/liquid ratio was
18  that structure, apparently. You can also see that it 18 5,930 standard cubic feet per stock tank barrel. It
19  islocated on top of a separate structural feature 19  wastested on a 14/64 choke with afinal flowing
20  fromthe structural feature that the Choctaw Lumber 20 tubing pressure of 1,240 psi. The measured gravity
21 Company Well ison. 21 of the stock tank oil was 51.2 degrees API. Also
22 Q. And thered lines on this Exhibit No. 6 22 note that the hydrogen sulfide content was 165,000
23 indicate the limits of the 160-acre governmental 23 partsper million, or 16.5 percent.
24 quarter section; isthat right? 24 Q. Allright, sir. And your next exhibit,
25 A. Yes, that'scorrect. It showsthe 25  Number 10, isyour Pressure Test Report. Would you
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1 summarize the information on that exhibit, please, 1 Q. Sodescribefor the Board, if you would,
2 dr? 2 how you intend to comply with Rule 7 and where we are
3 A. Thisisthe bottom hole pressure that was 3 a thisdate and timein getting this production to
4 runinthe well approximately one week after the well 4 thecleansing plant.
5 wasshutin, after the test. Thissurvey wasrunon 5 A. Weintendtoinstall and arein the
6  the 12th of December. It was-- the pressure was 6  processof installing facilities on the location
7 measured at the middle of the perforations, whichis 7 which would alow the well to ultimately flow afull
8 13,863 feet, and it indicated a pressure of 4,936 psi 8  well stream to the processing plant, such that no
9  and amaximum recorded temperature of 242 degrees 9  production is collected on the site itself, and
10  Fahrenheit. 10  therefore eliminating the hazard -- alot of the
11 Q. Allright, sir. And now we cometo 11 hazard withthe H2S gas. Weintendtoinstall a
12 Exhibit No. 11, the PVT report. 12 three-phase separator on location which would measure
13 A. Thisisaretrograde gas, PVT report done 13 theail, gas, and water production from the well.
14 by FESCO Petroleum Engineers. Page 1 of that report |14  This production would be measured through meters
15  summarizes the purpose of the study and the results. 15  which would be calibrated monthly. Also, a sample of
16  The report contains the results from alaboratory 16  the gasand condensate will be collected monthly.
17 study performed on arecombined separator fluidsfrom |17 After metering, these fluids will be recombined into
18  thesubject well. The study determined the type and 18  thepipeline so that full well stream flow will flow
19 character of thereservoir fluid. The fluid study 19  about three and a half miles west in a pipeline that
20  was performed using the first stage separator oil and 20  we'reaso constructing and tieit into the Gin Creek
21 gassamplesthat were obtained from the well on the 21  Field gathering line. The Gin Creek Field currently
22 day of thetest, December 5th, 2012. The samples 22 produces all the way to the American Midstream Chatom
23 were gathered by FESCO. The separated gasand oil |23 plant for processing, and this production would go to
24 were physically recombined in anindividual PVT cell (24  that same plant for processing just as Gin Creek
25  at the reservoir temperature of 242 degrees and at 25  Field production does.
Page 50 Page 52
1 the measured gas/ail ratio of 5,930 standard cubic 1 Q. Andtheplansfor the laying of this
2 feet per barrel. A retrograde dew point was observed 2 pipeline and the notices required by the Board's
3 at 3,960 psi. Static reservoir pressureis higher 3 rulesand regulations have been submitted to the
4 than the observed retrograde dew point; therefore, 4 Board staff; isthat correct?
5  thereservoir fluid exists as an undersaturated or 5 A. Yes, that's correct.
6  single-phase gas at static reservoir conditions at 6 Q. Havethe pipeline specifications for this
7 4,935 psi and 242 degrees Fahrenheit. 7 lineyou just described been approved?
8 Q. Allright, sir. Now, in our proposed 8 A. Yes, sir.
9  Specid Field Rules, Mr. Stephens, we are asking -- 9 Q. Okay. And tell the Board how you will
10 and you described thisin your first exhibit at the 10  allocate -- sinceits full well stream isgoing to
11 Southeast Quarter of Section 14 and -- I'm sorry, the |11 the Chatom plant, tell the Board how you will
12 Southwest Quarter of Section 14 and the Southeast 12 dlocate the production back to this unit.
13 Quarter of Section 15, all in Township 9 North, Range |13 A. The production will be measured at the
14 4 West, Choctaw County, underlain by this Smackover |14 well sitein barrels of condensate and Mcf of gas.
15  gaspool be considered anew field that we're 15 And based on those volumes and the gas and ail
16  suggesting asthe Southeast Silas Field. Isthat 16 analysis, the moles of each hydrocarbon component
17 correct? 17 will becaculated. Thisisthe same method used for
18 A. That'scorrect. 18  the other seven wells that our affiliated company,
19 Q. Andinthese Special Field Rules, you're 19  Croshy's Creek Oil & Gas, uses for the Gin Creek
20  providing for 160-acre production units? 20  Fidd, the Croshy's Creek Field, and the Copeland
21 A. Yes sir. 21 Field. Themoles of each component are calculated,
22 Q. Also, because your OGB-9 showsthishigh |22 and all the production is commingled asit goes into
23 hydrogen sulfide content in the well stream, Rule 7 23 aninlet separator at the plant. At the plant then,
24 requiresacleansing of production; isthat correct? 24 themoles are calculated again astheinlet -- inlet
25 A. Yes dir. 25  production. And that inlet production is alocated

Freedom Court Reporting, Inc

877-373-3660





AL State Oil and GasBoard Mtg. 14
Page 53 Page 55
1 back to each of the wells based on their monthly 1 (Whereupon, (Item 16) Klondike Exhibits 1 through 11
2 measurement. 2 offered in evidence.)
3 Q. Allright, sir. Isityour 3 CHAIRMAN GRIGGS: They're admitted into
4 recommendation to this Board that that is a prudent 4 therecord.
5 andfair way to alocate the production back, and 5  (Whereupon, (Item 16) Klondike Exhibits 1 through 11
6  doesthat comply with the Board's rules and 6  received in evidence))
7 regulationsrelative to the protection of correlative 7 Q. Would the granting of this petition and
8  rights? 8  promulgation of these Special Field Rules and the
9 A. Yes, itdoes. 9  establishment of this new field promote orderly
10 Q. Look back if you would, please, at your 10  development, prevent waste, and protect correlative
11 Exhibit No. 4. You've asked that this new field 11 rights?
12 consist of really 320 acres, two governmental quarter 12 A. Yes, itwould.
13 sections. Isal of the production for this Choctaw 13 MR. WATSON: | tender my witness to you,
14 Lumber Company 14-11 Well currently contained within {14 Mr. Chairman, Members of the Board, and the staff.
15  the proposed 160-acre production unit? 15 CHAIRMAN GRIGGS: Any questions by you or
16 A. Asfarasweknow. Wereally don't know 16  thestaff?
17 the productive limits of thefield. You can see 17 MR. McQUILLAN: Mr. Stephens, do you
18  there'saquestion mark on the map there. Asl 18  know, have you submitted your plat here asdrilled to
19  sated, that's about as far downdip as the production 19  our permitting department?
20  canexistif thisisastructural -- strictly a 20 THE WITNESS: Yes, we have.
21 structura trap. However, if thereis a porosity 21 MR. McQUILLAN: Okay. With an amended
22 pinchout, thefield could be slightly larger, could 22 one?
23 carry onover into Section 15. But we don't have any 23 MR. WATSON: With awhat?
24 basisfor drawing production in Section 15 so far. 24 MR. McQUILLAN: An amended OGB-1.
25 Q. Doyou have any plansto drill in the 25 THE WITNESS: Yes, we have. Theform
Page 54 Page 56
1 Southeast Quarter of Section 157 1 checkerson the staff had asked for a couple of
2 A. If the Choctaw Lumber Company Well held | 2 corrections on the OGB-1, which we did correct, and
3 upsignificantly for along time, we might be 3 havemailed that. | don't know if it has been
4 encouraged to drill awell in the Southeast Quarter 4 received yet.
5  of Section 15. 5 MR. McQUILLAN: Okay. Well, great, thank
6 Q. Youareaware, are you not, Mr. Stephens, 6  you.
7 of the statutory option of expanding production units | 7 CHAIRMAN GRIGGS: Mr. Pearson, any
8  based upon certain criteriaspelled out in the 8  questions?
9  statutes, where you could enlarge the 160-acre unit 9 MR. PEARSON: Mr. Watson, on the
10  totakeinan areathat would beinimminent danger |10  allocation back testimony, | don't note that that is
11 of being drained without otherwise being protected 11 actualy in Specia Field Rules that have been
12 wereit werenot included in aunit, upto 50 percent |12  submitted. Rule 8 talks about measurement of
13  thesize of the current 160-acre unit? 13 production.
14 A. | amaware of that possibility. 14 MR. WATSON: Yes.
15 Q. Andareyou testifying to this Board 15 MR. PEARSON: | guessI'mjust clarifying
16  today that if, asthiswell produces, it becomes 16  for therecord, the Board's consideration in granting
17 evident to your company that additional areashould |17  of this petition would be Rule 8 as written.
18  beincluded, that you would bring that evidence to 18 MR. WATSON: Yes.
19  the Board for a determination as to whether thisunit |19 MR. PEARSON: Correct?
20 should be enlarged? 20 MR. WATSON: Yes, sir.
21 A. Yes 21 MR. PEARSON: And Mr. Stephens' testimony
22 MR. WATSON: Mr. Chairman, | would ask |22  wassimply adiscussion or enhancement of some
23 that you receiveinto the record of this hearing 23 suggestions about that?
24 today the exhibitstestified to by Mr. Stephens and 24 MR. WATSON: How it works, yes, sir. And
25  theprefiled affidavit of testimony of Mr. Reeves. 25  how -- yes, i, that'sright.
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1 MR. PEARSON: All right. | don't have my 1  thissame unit that we're requesting to be approved
2 further questions, then. 2 today was previously granted administratively, and
3 CHAIRMAN GRIGGS: Doyouhave--itsmy | 3  Mr. Higginbotham will give you the history of that.
4 understanding you have an interest in this. Would 4 My expert witnessis David Higginbotham, who has
5  you like to make a comment or ask any questions? If 5  appeared before you on numerous occasions and has on
6  youdo, if youwould come up to the microphone. 6 filean affidavit of hisqualificationsasa
7 UNIDENTIFIED SPEAKER: No. Thankyou. | 7  petroleum geologist.
8 CHAIRMAN GRIGGS: You're welcome. 8 Mr. Higginbotham, have you prepared
9 Isthere amation on this? 9  exhibitsin support of the petition that the Chair
10 MR. PEARSON: Mr. Chairman, | move that 10 has called today?
11 wegrant Item 16, which isthe petition of Klondike 11 MR. HIGGINBOTHAM: Yes, sir.
12 Energy, LP. 12 MR. WATSON: | tender him as an expert
13 CHAIRMAN GRIGGS. Have amotion. Is 13 geological witnessfor giving testimony, Mr.
14 there asecond? 14  Chairman.
15 MR. LAWLEY: Second. 15 CHAIRMAN GRIGGS: Board recognizes
16 CHAIRMAN GRIGGS:. Haveamotionanda |16  Mr. Higginbotham as an expert petroleum geologist.
17 second. All infavor say "aye." Ayeshaveit. 17
18 Petition is granted. 18 DAVID HIGGINBOTHAM,
19 MR. WATSON: Thank you. 19 having been first duly sworn, was examined and
20 MR. ROGERS: Next itemisltem 21, Docket 20 testified as follows:
21 No. 03-19-13-07, Petition by Land and Natura 21
22 Resource Development, | ncorporated. 22 (Item 21) DIRECT EXAMINATION BY MR. WATSON:
23 MR. WATSON: Mr. Chairman, | have one 23 Q. Mr. Higginbotham, if you would refer to
24 witness. I'd liketo have him swornin, please, sir. 24 your Exhibit No. 1, please, which isaplat of this
25 MR. ROGERS: Stateyour name and address. |25  location | just described, and tell the Board what's
Page 58 Page 60
1 MR. HIGGINBOTHAM: David Higginbotham, | 1 shown there.
2 Tuscaloosa, Alabama. 2 A. Exhibit No. 1isaplat of our proposed
3 (Hearing Officer swearsin the witness.) 3 location. Outlined in red isthe proposed unit. The
4 MR. WATSON: Mr. Chairman, | am Tom 4 scaeof thisplat isoneinch equals 1,000 feet.
5  Watson, representing Land and Natural Resource 5 Our unit consists of the South Half of the Northeast
6  Development, Inc., and | pre-filed an affidavit of 6  Quarter and the North Half of the Southeast Quarter.
7 noticeinthismatter. | would liketo have it 7 Q. And, Mr. Higginbotham, is this Chunn
8  admitted into the record. 8 wadl, asit'slocated, isit alegal location in
9  (Whereupon, (Item 21) Affidavit of notice offered in 9  accordance with therules; that is, more than 660
10  evidence) 10 feet, or at least 660 feet from every exterior
11 CHAIRMAN GRIGGS: It'sadmittedintothe |11 boundary of this proposed 160-acre unit?
12 record. 12 A. Yes, g, itisalegal location.
13 (Whereupon, (Item 21) Affidavit of noticereceivedin |13 Q. Allright. Let'sgo toyour Exhibit No.
14 evidence) 14 2. Tell the Board what this exhibit is and describe
15 MR. WATSON: Land and Natural Resources |15 theinformation there, please, sir.
16  Development, Inc. is asking the Board to approve a 16 A. Exhibit No. 2 is astructure contour map
17 160-acre wildcat drilling unit for the reentry and 17 ontop of the Smackover formation. The contour
18  completion of the Chunn 2-9 Well on a 160-acre unit 18  interval is 25 feet. The proposed unit, again, is
19  consisting in the South Half of the Northeast Quarter 19  outlined inred. The Chunn Well was drilled in 2003
20 and the North Half of the Southeast Quarter of 20 by Ventex. And Ventex drilled their well, logged it,
21  Section 2, Township 3 North, Range 6 East, Escambia |21  cored it, and plugged the well. That well
22 County, Alabama, as an exception to Rule 22 encountered the top of the Smackover at a subsea
23 400-1-2-.02(2)(b) of the State Oil and Gas Board's 23 depth of minus 13,768, and that well encountered an
24 Administrative Code. 24 oil-water contact at a subsea depth of minus 13,801.
25 If | might point out for the record that 25  The structure contour map illustrates that the
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1 interpreted oil accumulationistrapped on afour-way | 1 A. Yes, sir, that's correct.
2 dipclosure. Thescale of themapisoneinchequas | 2 Q. Sothat if your reentry of the Chunn Well
3 1,000 feet. 3 issuccessful and you're able to produce, then we
4 Q. Allright, sir. Let'slook at your next 4 would be setting up a separate field from the
5  exhibit, Number 3, whichisalog fromthat well, and | 5  Chitterling Creek Field?
6 let'stell the Board what's shown on that exhibit, 6 A. Yes, sir, that's correct.
7 pleasg, sir. 7 Q. Allright, sir. Mr. Higginbotham, if the
8 A. Thisnext exhibit isalog, high 8  Board seesfit to grant this petition to allow Land
9  resolution induction special density dual spaced 9  and Natural to reenter thiswell, would that prevent
10 neutron microlog. Thislog showsthe formationtops|10  waste and would correlative rights be protected?
11 for the Buckner formation and for the Smackover 11 A. Yes, s, it would.
12 formation. The top of the Smackover isat alog 12 Q. Asyou've mapped this potentia oil
13 depth of minus 4 -- excuse me, is at alog depth of 13 accumulation, it appears from your Exhibit 2 that all
14 14,151. Andthisis-- equatesto asubseadepthof |14  of the potentia oil production is contained within
15 minus 13,768 true vertical depth. Thiswell 15 the 160-acre unit; isthat correct?
16 encounters an oil-water contact at alog depth of 16 A. Yes, sir, that's correct.
17 14,184, which corresponds to the true vertical depth |17 MR. WATSON: Mr. Chairman, | would ask
18  of minus 13,801 18  that you receive into the record this hearing and
19 In the right column of this exhibitisa 19 Exhibits 1 through 4 to the testimony of
20 summary of the Smackover reservoir. It has33feet (20  Mr. Higginbotham.
21 of oil in the Smackover oil column, with 16 feetof |21 (Whereupon, (Item 21) Land And Natural Resource
22 microlog separation with 7 to 10 percent porosity. A (22 Development, Inc. Exhibits 1 through 4 offered in
23 conventional core wastaken over thiswell, andthe |23  evidence)
24 conventiona coreillustrates that there was 10 feet 24 CHAIRMAN GRIGGS: Exhibits1, 2, and 3
25  of permeability of half amillidarcy or greater, 7 25  are admitted into the record. And Exhibit No. 4,
Page 62 Page 64
1 feet permeability greater than one millidarcy, and 3 1 whichisdated March 11, 2013, but also appearing on
2 feet of permeability greater than 18 millidarcies, 2 there, it'sidentified as Exhibit 3 on Docket No.
3 for amaximum permeability of 30 millidarciesin the 3 3-7-06-6, is admitted into the record.
4 wél bore. 4 (Whereupon, (Item 21) Land And Natural Resource
5 Q. WhatisLand and Natural's plan relative 5  Development, Inc. Exhibits 1 through 4 received in
6  totheentry of thiswell? 6  evidence)
7 A. Land and Natura plansto reenter the 7 MR. WATSON: Thank you, sir. And |
8  well, set casing, and perforate the top of the 8  tender my witnessto the Board and staff for any
9  Smackover approximately eight feet, from 14,151 to 9  questionsyou have.
10 14,159. 10 CHAIRMAN GRIGGS: Any questions by you or
11 Q. Allright, sir. 11  thestaff? Isthere amotion on thisitem?
12 A. Andif necessary, acidize the well. 12 MR. LAWLEY: | make amotion to grant the
13 Q. Allright, sir. Your last exhibit, 13 petition.
14 Exhibit No. 4, Mr. Higginbotham, tell us what that 14 MR. PEARSON: Second.
15 exhibitisand why it'sincluded in this package of 15 CHAIRMAN GRIGGS: Motion and a second.
16  exhibits, 16  Allinfavor, say "aye." Ayeshaveit. Petitionis
17 A. Exhibit No. 4 isan exhibit that VVentex 17  granted.
18  Operating submitted to the Board for the East 18 MR. WATSON: Thank you, Mr. Chairman.
19  Chitterling Creek oil field. And the purpose of 19 MR. ROGERS: Next itemis Item 24, Docket
20  putting this exhibit in here was to illustrate that 20 No. 03-19-13-10, petition by Stetson Petroleum
21 thetop of the Smackover formation in the Ventex well |21 Corporation.
22 is62 feet structurally low to the oil-water contact 22 MR. TYRA: | have one witness to be sworn
23 intheLand, Inc. proposed reentry of the Chunnwell. |23  in, please.
24 Q. Sothat says, then, these are two 24 MR. ROGERS: State your name and address.
25  separate and distinct oil pools; isthat correct? 25 MR. DAYTON: My nameisJohn Dayton. |
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1 resideat 183 Basin View Road, Big Fort, Montana. 1 AndI'm currently working as a petroleum consultant
2 (Hearing Officer swearsin the witness.) 2 for Stetson Petroleum.
3 MR. TYRA: Mr. Chairman, I'm John Tyra 3 MR. TYRA: All right, sir. I'll ask you,
4 again, on behalf of Stetson Petroleum Corporation. 4 inthat capacity as consultant for Stetson Petroleum,
5  Wehavefiled a petition asking approval of a 5  areyou familiar with the request to drill this well
6  nongovernmental 160-acre production unit for the 6  and also familiar with the petition that has been
7 proposed Coley 35-5#1 Well. The unitisto consist 7 filed inthis matter?
8  of the South Half of the Northwest Quarter and the 8 MR. DAYTON: | am.
9  North Half of the Southwest Quarter, Section 35, 9 MR. TYRA: And are there exhibits that
10 Township 4 North, Range 7 East in Conecuh County, |10  have been prepared in support of that petition that
11 Alabama, inthe Barnett Field. Wenotethat Rule3 |11 you're going to be testifying to?
12 of the Specia Field Rulesfor the Barnett Field 12 MR. DAYTON: Yes, thereare. We have
13 dlowswellsto be drilled on approximately 160 13 three exhibits.
14 contiguous surface acres upon which no other drilling |14 MR. TYRA: All right, sir. | would ask
15  or producible well islocated. 15  that Mr. Dayton be recognized as an expert witnessto
16 My witness is new to the State of Alabama 16  testify inthis matter, please.
17 and has not testified. 17 CHAIRMAN GRIGGS: Mr. Tyra, the Board
18 18  will recognize Mr. Dayton as a petroleum refining
19 JOHN DAY TON, 19  engineer. And we would request that you take his
20 having first been duly sworn, wasexaminedand |20  resumé that you provided to the Board and ask him to
21 testified as follows: 21  signand dateit.
22 22 MR. TYRA: Yes, sir. Would be happy to
23 MR. TYRA: But | will ask you, Mr. 23 dothat.
24 Dayton, have you on record a copy of your resumé? |24 While he's doing that, | have pre-filed
25 MR. DAYTON: | do. 25  anaffidavit of notice that | would ask be made a
Page 66 Page 68
1 MR. TYRA: And would you briefly go over 1 part of therecord at thistime.
2 your background, both work experience and your 2 (Whereupon, (Item 24) Affidavit of notice offered in
3 educational experience? 3 evidence.)
4 MR. DAYTON: Okay. | haveaB.S.in 4 CHAIRMAN GRIGGS: It's admitted into the
5  chemical and petroleum refining engineering from 5  record.
6  Colorado School of Minesin 1974. Ever since that 6  (Whereupon, (Item 24) Affidavit of notice received in
7 time, I've worked in the production end of the 7 evidence.)
8  business, though, rather than the refining end of the 8 MR. TYRA: We aso pre-filed an affidavit
9  business. | wasan operations and facilities 9  of confidentiality concerning an exhibit, but
10 engineer in Cook Inlet, Alaska, Colorado, and Wyoming |10  actually, we will not be using that exhibit today.
11 with Amoco Production Company, 1974 through 1979. | |11  So | guessthere's no reason to admit that at this
12 waswith -- moved companies. | was with Arco, 12 point.
13 working on the Kuparuk Qilfield development, 13 CHAIRMAN GRIGGS: The Board will admit
14  operations engineering team from 1979 to '83. Cook 14 hisresuméinto the record.
15  Inlet and Lisburne engineering supervisor from '83 to 15 (Whereupon, (Item 24) John Dayton's resumé offered
16  '84. | worked on the Lisburne Qilfield development 16  andreceived in evidence.)
17 asengineering manager for Arco Alaskafrom '84 to 17 MR. TYRA: Thank you very much.
18  '88. | was Kuparuk Qilfield operations manager on 18
19  theNorth Slope of Alaskafor '88 and '89. | was 19  (Item 24) DIRECT EXAMINATION BY MR. TYRA:
20  Prudhoe Bay operations manager in the Eastern 20 Q. Mr. Dayton, | would ask that you turn to
21  Operating Area operated by Arco, '89t0'91. Thena 21 your Exhibit 1 and explain what that shows, please.
22 Prudhoe Bay projects and construction manager from 22 A. Thefirst exhibit isadrilling plat
23 '91t0'93. After that, | was vice president of 23 which showsthedrilling unit of 160 acres outlined
24 operationsfor the Trans-Alaska Pipeline with the 24 with ared dashed line. It shows the surface
25  Alyeska Pipeline Service Company from '93 to '97. 25  |ocation of the well, and it shows the bottom hole,
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1 orintended bottom hole location of thewell. The 1 Northeast Barnett Field, and North Barnett Field.
2 well isbeing drilled as a directional well dueto 2 I'll apologize maybe for the use of the word
3 terrain considerations. The bottom hole location is 3 "non-conforming.” We couldn't find a better label.
4 directly underneath a creek. 4 Basically, they al conform completely to the Field
5 Also onthisplat you'll seethe 5  Rules, but they're not in line with just governmental
6  Alger-Sullivan Well, which is alittle bit to the 6  quarter sections.
7 southeast of the center of the section there. This 7 Q. Allright, sir. And your proposed unit
8  wasthe discovery well for the Barnett Field. Itwas | 8  istheonein green; isthat correct?
9  drilled back in 1975. It was -- last produced in 9 A. It'stheonein green, that's correct.
10 1994 and has been plugged since then. 10 Q. And | notice there are two producing
11 Q. Allright, sir. So after the 11 wellsinthe Barnett Field and only two producing
12 Alger-Sullivan Well was drilled, were Special Field |12 wells. Arethose being operated by Stetson aswell?
13 Rules adopted for the Barnett Field? 13 A. Yes, they are. Thetwo Scott Paper
14 A. Yes, they were. 14 weélls, Scott Paper 3-2 and Scott Paper 28.
15 Q. And that wasin 1975 aswell; is that 15 Q. 35?
16 correct? 16 A. Oh, 35. Thank you.
17 A. Correct. 17 Q. 35-8? Okay. And both of those are also
18 Q. Now, the Specia Field Rules, Rule 3 of 18 in gplit units; isthat correct?
19  the Specia Field Rules require spacing of 160 19 A. That'scorrect.
20 contiguous acres upon which no other drilling or 20 Q. And so they arein compliance with the
21 producible well islocated; is that correct? 21 Special Field Rules, they're just not governmental
22 A. That'scorrect. 22 sections?
23 Q. And so the proposed unit is 160 units 23 A. That'scorrect.
24 with no other wellson it; is that correct? 24 Q. Allright, sir. Let'slook at your
25 A. Thatiscorrect. 25  Exhibit 3, whichisyour structure map. And if you
Page 70 Page 72
1 Q. Itasorequiresall wellstobe 1,320 1 will explain --
2 feet from every other drillable or producible well in 2 A. Thisisastructure map for the top of
3 thefield. Now, isthat requirement met by your 3 Smackover structure. The scaleis oneinch equals
4 location? 4 1,000 feet, and the contour interval is 20 feet. It
5 A. Yss, itis. 5  shows hoth the surface location, the proposed bottom
6 Q. Andfinally, it requires that you be at 6  holelocation, and it shows the distance to the
7 least 660 feet from every exterior boundary. Isthe 7 nearest producing well, which is the Scott Petroleum
8  location of the proposed well, does it meet that 8  --or excuse me, the Stetson Petroleum Scott Paper
9  requirement? 9  35-8, of 3,800 feet.
10 A. Yes, itdoes. The proposed bottom well 10 Y ou can see we have structural closure on
11 |ocation is 998 feet from the west line and 964 feet 11 threesides. And then thefourth side, you would
12 from the north line of the proposed unit. 12 havebasically awell that has produced to its
13 Q. Allright, sir. If you had aneed to 13 economic limit and been abandoned. So the red dashed
14 have agovernmental unit consisting of that Northwest |14 lineis of course the 160-acre proposed drilling
15 Quarter, that location would be an exceptional 15 unit.
16  location, wouldn't it? Would it not be? 16 Q. Allright, sir. Isthelocation that you
17 A. Yes, it would be. 17 havethere, in your opinion, the optimal geological
18 Q. Itwould betoo close to the south line; 18  location of thiswell?
19  jsthat correct? 19 A. Yes, itis. We believe the northwest
20 A. That'scorrect. 20  flank has abetter chance of higher permeability and
21 Q. Allright, sir. Let'sturnto your 21 porosity dueto the environmental conditions at the
22 Exhibit 2, and explain what that shows, please. 22 time of the deposition of the oolitic structure.
23 A. Exhibit 2 shows some of the other 23 Q. Allright, sir. Andthewellsto the
24 existing units that have been approved within the 24 south, they're both dry holes; isthat correct?
25  Barnett Field, boundariesin the East Barnett Field, 25 A. That'scorrect.
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1 Q. Thenyou have the producing well that was | 1 CHAIRMAN GRIGGS: They're admitted into
2 plugged and abandoned to the southeast? 2 therecord. Anything further?
3 A. Southeast. 3 Isthere amotion?
4 Q. And then directly east you have adry 4 (Whereupon, (Item 24) Stetson Exhibits 1 through 3
5 holeaswell? 5  received in evidence.)
6 A. That's correct. 6 MR. PEARSON: | move that we grant the
7 Q. What about north of the proposed unit, 7  petition styled as Item 24, which is the petition of
8  what do you -- 8  Stetson Petroleum.
9 A. Widl, that would be well down-structure, 9 CHAIRMAN GRIGGS: Mation. Istherea
10 and so therefore, it would be below any water-ail 10  second?
11 contact. 11 MR. LAWLEY: Second.
12 Q. Allright, sir. Areyou seeing any 12 CHAIRMAN GRIGGS: Mation and second. All
13 communication between these wells, the production |13 infavor say "aye." Ayeshaveit. Petitionis
14 wells and your proposed well? 14 granted.
15 A. No. 15 MR. TYRA: Thank you very much.
16 Q. Allright, sir. Inyour opinion, then, 16 CHAIRMAN GRIGGS: Isthere amotion to
17 thisisthe optimal geological location. Would it 17 adjourn?
18  aso prevent waste, as that term is defined by our 18 MR. LAWLEY: So moved.
19 Jawsand statutes here in Alabama? 19 MR. PEARSON: Second.
20 A. Yes, it would. 20 CHAIRMAN GRIGGS: The mesting stands
21 Q. Andwould it protect correlative rights 21  adjourned.
22 and avoid the drilling of unnecessary wells? 22 (END OF PROCEEDING 11:33am.)
23 A. Yes, itwould. 23
24 Q. Isityour opinion that the entire 24
25  productive formation that you're going for islocated |25
Page 74 Page 76
1 within the proposed unit? 1
2 A. Yes, itis. Because of the structura -- 2
3 it'sarelatively small structure. 3
4 Q. Allright, sir. 4
5 MR. TYRA: | would tender thewitnessfor | 5
6  any questions the Board may have at thistime. 6
7 MR. MCcQUILLAN: Mr. Tyra, youhadadso | 7
8  filed an affidavit of testimony in support of the 8
9  petition from an H. Pete Berg? 9
10 THEWITNESS:. Yes. Mr. Bergisthe 10
11 president of Stetson Petroleum Corporation. 11
12 MR. McQUILLAN: Areyoualsogoingto |12
13 submit that, put that in the record? 13
14 MR. TYRA: | think probably not, sincewe |14
15 had livetestimony. We havealive witnessaswell. |15
16 No, sir, we'll not submit it. WEe'l do 16
17 it on the basis of the testimony of Mr. Dayton. 17
18 CHAIRMAN GRIGGS: Mr. Tyra, you're 18
19 requesting that we admit Exhibits 1 through 3into |19
20 therecord? 20
21 MR.TYRA: Yes, dir, please. 21
22 MR. ROGERS: And the affidavit of notice? |22
23 MR. TYRA: And the affidavit of notice. 23
24 (Whereupon, (Item 24) Stetson Exhibits 1 through 3 |24
25  offered in evidence.) 25
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CERTIFICATE

STATE OF ALABAMA )
COUNTY OF JEFFERSON )

| hereby certify that the above and
foregoing proceeding was taken down by me by stenographic
means, and that the content herein was produced in
transcript form by computer aid under my supervision, and
that the foregoing represents, to the best of my ability,
atrue and correct transcript of the proceedings occurring
on said date at said time.

| further certify that | am neither of
counsel nor of kin to the parties to the action; nor am |
in anywise interested in the result of said case.
/s Lane C. Butler
LANE C. BUTLER, RPR, CRR, CCR
CCR# 418 -- Expires 9/30/13
Commissioner, State of Alabama
My Commission Expires: 2/11/17
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