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1 (The hearing is in session at 10:00 a.m)

2 MR. ROCGERS: Let the record reflect that it's

3 10: 00 a.m The hearing is in session. Dr. Tew, have the

4 items for the Septenber 10th and Septenber 12th, 2013,

5 neeti ngs been properly noticed?

6 DR. TEW The itens for the Septenber 10th and

7 Sept ember 12th, 2013 docket have been properly noticed and

8 the docket is due to be admtted into the record.

9 MR. ROCGERS: The Board's Staff have received and
10 conpi l ed the proofs of publication for the itens appearing
11 on the docket for the first time. The proofs of publication
12 received for the itens on the Septenber 10 and Septenber 12,
13 2013, docket are admitted into the record.

14 Furt hernmore, copies of the information posted
15 on the web site of the Al abama Secretary of State announcing
16 these two neetings of the G| and Gas Board on Septenber 10
17 and Septenber 12, 2013, and a confirmati on of successfu

18 postings fromthe Secretary of State's office are also

19 admtted into the record.

20 | have an order of the State G| and Gas Board
21 appoi nting me as Hearing O ficer to conduct this hearing on
22 behal f of the Board. The order will be nmade a part of the
23 record at this tine.

24 DR. TEW Before we get started, M. Rogers,

25 want to go ahead and apol ogi ze to everyone, | have to duck
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1 out around 10:30 to be on another call, or a call, so Dr.

2 Bolin will take over for nme at that tine.

3 MR ROGERS: And, Dr. Tew, the Staff and | were
4 just talking with Ms. Merritt that the regul ations that

5 address hydraulic fracturing, we have two different

6 regul ati ons, one with coal bed and one with just the general
7 oil and gas regul ations, those rules and regul ations go into
8 ef fect today.

9 The procedure for this nmeeting is as follows:

10 The Hearing Oficer and the Staff will hear the uncontested
11 items on the docket today and certain other itens. The

12 State G| and Gas Board wi |l hear the recomendations of the
13 Hearing O ficer, the contested itens, and certain other

14 itenms begi nning at 10: 00 on Thursday, Septenber 12, 2013,

15 here in the office of the State G| and Gas Board in

16 Tuscal oosa.

17 I will reconmend that the follow ng petitions
18 be disnissed without prejudice: Item 1, Docket No.

19 12-11-12-01, petition by Sklar Exploration Conpany, LLC;

20 Item 2, Docket No. 6-18-13-04, petition by Escanbia

21 Operating Conpany, LLC, and Item 14, Docket No. 9-10-13-08A,
22 petition by Sklar Exploration Conpany, L.L.C.

23 I will recommend that the follow ng petitions
24 be continued: Item 3, Docket No. 6-18-13-12, petition by
25 Cnco NRG LLC, Item 4, Docket No. 7-30-13-10, petition by
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Bl ack Warrior Methane Corporation; Item 7, Docket No.
9-10-13-01, petition by Durango Operating, LLC, Item 8,
Docket No. 9-10-13-02, petition by Durango; and ltem 9,
Docket No. 9-10-13-03, petition by Durango.

The following matters are set for hearing by
the Board at the hearing on Thursday: Item5, Docket No.
8-14-13-01, petition by Ram Petroleum LLC, Item 6, Docket
No. 8-14-13-02A, petition by Ram Petrol eum LLC, Item 17,
Docket No. 7-20-10-07, a notion by the Board to show cause
why certain wells operated by S. Lavon Evans, Jr. Qperating
shoul d not be ordered plugged and abandoned.

Any corrections or coments on those
reconmendat i ons?

(No corrections or coments.)

MR ROGERS: Al right. W wll start with the
first petition for today: |Item 10, Docket No. 9-10-13-04A,
petition by Venture G| & Gas, Incorporated.

MR TYRA: M. Rogers, | have two witnesses to
be sworn in, please.

MR, ROGERS: State your nane.

MR WOOD: Robert Whod, Tuscal oosa, Al abana.

MR. HANBY: Ken Hanby, Tuscal oosa, Al abana.

(The Hearing O ficer swears in the wtnesses.)
MR TYRA: M. Rogers, I'mJohn Tyra here on

behal f of Venture GOl & Gas, Inc. | would like to

Freedom Court Reporting, Inc 877-373-3660
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1 consolidate, if you would, Itenms 10 and 11 on the docket.

2 MR. ROGERS: That request is granted.

3 MR TYRA: Al right, sir. Qur Item Nunber 10,
4 Docket 9-10-13-04 is a request to establish a new gas field
5 in Monroe County, Al abana. W are suggesting the nane of

6 the Nort hwest Goodway Field and we are asking that Specia

7 Field Rules be adopted for it. W are asking the field

8 limts consist of 160 acres to be the North Half of the

9 Nort hwest Quarter of Section 14 and the South Half of the
10 Sout hwest Quarter of Section 11, all in Township 4 North,
11 Range 6 East, in Monroe County, Al abanma.

12 Docket No. 9-10-13-05 is a request that the

13 40-acre drilling unit for the Marion Johnson 14-3 No. 1 Wl
14 which is the discovery well for this field be reformed to a
15 160-acre producing unit, which will be the sanme unit as the
16 proposed field limts.

17 | have previously filed an Affidavit of Notice
18 inthis matter -- in both of these matters and woul d ask

19 that they be nade a part of the record, please.
20 (Wher eupon, (ltens 10 & 11) Affidavit of
21 Notice was offered into evidence.)
22 MR. ROGERS: They are admitted.
23 (Whereupon, (ltens 10 & 11) Affidavit of
24 Notice was received into evidence.)
25 MR. ROGERS: Wy don't you describe who you

Freedom Court Reporting, Inc 877-373-3660
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1 notified?

2 MR TYRA: Al right, sir. Pursuant to the

3 rules of the State G| and Gas Board, we gave notice to all
4 of the owners in the proposed unit, the North Half of the

5 Nort hwest Quarter of Section 14 and the South Half of the

6 Sout hwest Quarter of Section 11, Township 4 North, Range 6

7 East. And then at the direction of the Board, we al so gave
8 notice to all the owners in the South Half of the Northwest
9 Quarter of Section 14 inasnuch as that woul d have been a

10 regul ar governnmental unit of the Northwest Quarter

11 So in effect, we gave notice to everyone in the
12 Nort hwest Quarter of Section 14 and in the South Half of the
13 Sout hwest Quarter of Section 11

14 MR ROCGERS: That affidavit is admtted.

15 MR TYRA: Also, we have pre-filed an Affidavit
16 of Confidentiality. W have Exhibits 4, 5 and 6 that would
17 be considered confidential, and we ask that this proprietary
18 informati on be held in confidence and collected at the end
19 of the hearing.
20 (Wher eupon, (ltens 10 & 11) Affidavit of
21 Confidentiality was offered into evidence.)
22 MR. ROGERS: The Affidavit of Confidentiality is
23 adm tted and these exhibits that you naned are designated to
24 be proprietary and unavail able for public disclosure.
25 (Whereupon, (ltens 10 & 11) Affidavit of
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1 Confidentiality was received into evi dence.)

2 MR TYRA: Al right. | wll start with ny two
3 wi tnesses. M. Wod, I'll start with you first. If you
4 woul d, tell your nane again to the Board.

5 MR WOOD: Robert Wod.

6 MR. TYRA: And have you testified before this

7 board on nunerous occasi ons?

8 MR WOOD: | have.

9 MR TYRA: And your Affidavit of Qualifications
10 ison file with the Board?

11 MR WOOD: It is.

12 MR TYRA: Are you famliar with the allegations
13 that we have made in the two petitions concerning the

14 matters to be addressed this norning?

15 MR WOOD: Yes, | have.

16 MR. TYRA: And have you prepared exhibits in
17 support of those?

18 MR WOOD: | have.

19 MR TYRA: Al right, sir.

20

21 ROBERT WOOD,

22 havi ng been first duly sworn, was exam ned and testified

23 as follows:

24

25
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(I TEMS 10 & 11) DI RECT EXAM NATI ON BY MR TYRA
Q Let's turn to your exhibits then, your first exhibit.
And if you would, explain what that shows?
MR. ROGERS: W will just note that he is
recogni zed as an expert.
MR. TYRA: Thank you.
A Yes. Exhibit Nunber 1 is sinply a location nap
showi ng the | ocation of this discovery in Southwest Al abama
It's located in the southern portion of Mnroe County and
it's afewmles North of the Od Vocation Field. W are
proposing today to call this the Northwest Goodway Field.
Q Al right. And your area nap?
A Yes. The area map shows the | ocation of the
di scovery well, which is a Marion Johnson 14-3 No. 1 Well
It was drilled by Venture Ol & Gas, State Permit Nunber
16816-B. It was directionally drilled to a bottomhol e
location that is to the Sout hwest of the surface |ocation
The well was originally drilled on a 40-acre drilling unit
which is shown on this exhibit today. W are proposing to
reformthat drilling unit to a 160-acre production unit
consisting of the North Half of the Northwest Quarter and the
South Half of the Sout hwest Quarter -- well, the North Half
of the Northwest Quarter of Section 14 and the South Half of
t he Sout hwest Quarter of Section 11.

This is a gas condensate discovery. The nornma

Freedom Court Reporting, Inc 877-373-3660
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spacing for a Smackover of this depth would be 640-acre
spaci ng, but this productive area will be shown to be
contained within this proposed production unit, and we are
asking today for 160-acre production unit. This is |ocated
in Township 4 North, Range 6 East of Monroe County.

Q Ckay. Look at your Exhibit 3.

A Exhi bit Nunmber 3 is a structure nap based on the top
of the Smackover formation. The proposed Northwest Goodway
Field is shown highlighted in yellow and red and this is for
the discovery well, the Marion Johnson 14-3 No. 1 Well, which
is shown with a red circle.

The well was drilled, as | said before, as a
directionally drilled well. It was an exceptional |ocation
on a 40-acre drilling unit. The exceptional |ocation was
approved by affidavit by the Board, and the bottonhol e
| ocation is shown with the blue circle to the Sout hwest of
the surface location. The datumfor this map is subsea true
vertical depth based on the drilling information of the wells
that are shown on this exhibit.

As you can see, the top of the Smackover was
found in this discovery well at 13,551 feet subsea true
vertical depth. Also used for constructing this structure
map is the 3D seismc informati on which will be subject to
the next three exhibits. The contour spacing for this

structure map is 50 feet and it shows an anticline structural
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closure and that structural closure is split between areas of
two governmental sections.

As you can see, the discovery well was drilled
in the Northwest Quarter of Section 14 in the structure to a
cl osing contour of 13,625 feet which is the | owest possible
gas or the spill point of this structural closure, is what we
are show ng today.

The gas that was found we'll show the subsequent
exhibits occurred in the top of the Smackover, that is the
same stratigraphic interval as the Goodway Field to the
Sout heast of this discovery well, but the Goodway Field
occurs structurally higher and has a gas/water contact in
that field. This discovery was entirely -- the elevation was
bel ow t he accunul ations that is in the Goodway Field so this
is a separate and distinct structure, separate and di stinct
accurmul ation. Al so shown on this exhibit is the Northeast
Goodway Field. It was also a Venture Ol & Gas discovery and
that is an oil production fromlower in the Smackover is what
we have referred to as mddl e Smackover, and that is that
area shown based on -- identical to previous exhibits that |
submtted for that discovery well and establishment of the

Nort heast CGoodway Fi el d.

Q Thank you, sir.
A I would also Iike to point out cross-section A - A
which is the subject of Exhibit 7, but, first, we will |ook
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at the seismic exhibits which will be in the other exhibit
bookl et that M. Tyra handed you.

Exhi bit Nunber 4 is the seisnic data map show ng
the 3D grid that the seismic for these discoveries was shot
on. The traces are over on the left. They are East/West
trending traces and the appropriate nunber for the grid is
shown. The lines are North/South |ines and are shown across
the bottom of the map. The structure that you see on this
exhibit is identical to the structure map or Exhibit Nunber
3. And al so shown on this exhibit are two ARB |ines which
are the subjects of the next two exhibits, ARB |line one and
ARB line two. And this basically locates the wells, ties the
seismic information and the ARB |lines together.

Q Al'l right, sir. Look at that ARB |ine one.

A Exhi bit Nurmber 5 is ARBIline one. | would like to
poi nt out that on this exhibit North is to the right and
South is to the left. The appropriate lines and traces are
shown across the top of the seismic display here. This is a
line that runs due North and due South, it's all along Iine
1759. And then as it changes and crosses other traces, those
are shown across the display.

Al so shown over on the left-hand portion of this
seismic display in tinme along the left-hand margin -- this
display is in tine. The location of the Venture G| & Gas

Mari on Johnson 14-3 No. 1 Well is shown and you can see the
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wel | bore path for the directionally drilled well as it
devi ates along this Iine towards the South. It encountered
the top of the Smackover which is |labeled in blue and a
mappi ng horizon is also shown in the pink color.

This shows a configuration on top of the
Smackover which is limted to the area of the proposed unit.
The proposed unit boundaries were shown in the red and white
dashed lines, vertical lines, and this shows the structural
closure with steep dip to the South in a nore subtle

structural saddle to the North, and that corresponds with the

time depth conversions to the spill point that was shown on
Exhi bit 3.

Q Al right, sir. Your second ARB |ine?

A Yes, if you would note that ARBline two is a --

North on this display is to the left. This actually trends a
l[ittle bit North to Northwest to the South/ Sout heast.
added this ARB |ine because it extends through the Goodway
Field and the Coffin Well which was al so a gas condensate
di scovery in the Goodway Field, and the relation of this
proposed Northwest Goodway structure is evident as being a
separate and distinct structure.

Al'l the other attributes of the seismc display
that |1'm showi ng here are identical to the previous exhibit.
It does show the relationship of sone other dry hol es that

were drilled before this seismc 3D was shot, including the
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VWhite 14-7 No. 1 Well which is between this current discovery
well and the Coffin 14-10 Well.

Q Thank you. Go back to our regular exhibit book

pl ease, and Exhibit 7?

A Yes, Exhibit Nunber 7 is the structural cross-section
that parallels the previous exhibit. The ARB |ine extends
fromthe left to the Northwest to the Southeast on the right.
It goes through the proposed Northwest Goodway Field, the new
di scovery, and it shows the relationship to the offset
Goodway Field. The Goodway Field is the Coffin Well 14-10
and I am showi ng the structural closure and | have

hi ghli ghted with bl ue dashed lines in the Goodway Field a
gas/ wat er contact of 13,555. That was taken from M. Cox's
exhibit for Docket No. 6-20-11-05 and | believe that that
was taken fromthe Wite 14-7 Well which can be seen between
these two, and as you can see is evident the Northwest
Goodway Field at the discovery in the Johnson Wll occurs at
a lower structural position than the gas/water contact in the
Goodway. These are separate, distinct fields with a saddle
in between, and so they are separate. And the subsea true
vertical depth of the accumulation in the Johnson 14-3 is
shown that it is appropriate subsea depth of 13,568 feet
subsea true vertical depth, as is the | owest possible gas
accunul ati on of 13,625 which would be the limts of this

reservoir.
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Exhi bit Nunber 8 is Net Pay |sopach Map for the
Smackover G| Pool for the proposed Northwest Goodway Field
The zero line is the 13,625-foot structural closure, and what
| amdepicting here is -- a contour is ten feet which is --
represents ten feet above that zero Iine. The datumfor this
map is the structure nmap, and also the 12 feet of greater --
Ssi X percent or greater porosity net pay that occurred in the
di scovery well, and this is a net pay isopach map for this
new field discovery.

If you would turn to Exhibit Nunber 9, which is
the type log for definition of the Smackover Gas Pool in the
Nor t hwest Goodway Field. This is using the discovery well
type log, which is a platformexpress/array induction/ganma
ray/thermal neutron/density/Delta T/PE are all displayed on
this type I og.

The top of the Smackover Gas Pool is defined at
13,969 feet neasured depth to a base of the Smackover Gas
Pool at 14,012 feet measured depth in this same well.

Q And your |ast exhibit?

A Last exhibit is Nunmber 10, which is the survey plat
prepared by Engi neering Service, Incorporated show ng the
original drilling unit.

Today, we are proposing to reformthat drilling
unit to a production unit consisting of the North Half of the

Sout hwest Quarter and the South Half of the Southwest Quarter

Freedom Court Reporting, Inc 877-373-3660



AL State Oil and GasBoard Mtg.

16

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

of the two respective sections. The bottonhole |ocation
woul d occur at 878 feet fromthe South Iine and 1,078 feet
fromthe Wst line -- I'"'msorry, fromthe East |line, and so
there is no exceptional |ocation, but this is an irregular
split unit as the structure was di scovered crossing the
section |ine.

Q Thank you. In your opinion, would the granting of

the petition prevent waste and protect correlative rights?

A Yes, it will.
Q Thank you.
MR TYRA: M. Hanby, 1'll ask you the sane

question | have asked M. Wod. Have you previously
testified before this Board?

MR. HANBY: Yes, sir, | have.

MR. TYRA: As a petrol eum engineer; is that
correct?

MR. HANBY: Yes, sir.

MR. TYRA: And your affidavit of qualifications
is on file; is that correct?

MR HANBY: It is.

MR TYRA: Are you famliar with the allegations

of the petitions that were filed in this matter?
MR. HANBY: Yes, sir.
MR. TYRA: And have you prepared exhibits in

support of those allegations as well?
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MR. HANBY: Yes, sir, | have.
MR. TYRA: | would ask that M. Hanby be
recogni zed as an expert petrol eum engi neer.

MR. ROGERS: He is so recognized.

KEN HANBY,

havi ng been first duly sworn, was exam ned and testified

as foll ows:

(I TEMS 10 & 11) DI RECT EXAM NATI ON BY MR TYRA

Q M. Hanby, if you will, turn to your OGB-9 which is
Exhibit 11 and tell us what this shows.

A Exhibit 11 is a copy of the formOGB-9 filed on the
first production test and | have highlighted certain things
on there, including the operator and the well nane. The well
was perforated from 13,970 to 13,990 feet and was initially
tested on July 30th of 2013 for a 24-hour period. You wll
see the flow rates have produced at 925 Mcf of gas per day,
232 barrels of condensate with a flow ng tubing pressure of

1,992 psi, exhibiting a gas/liquid ratio of 3,987.

Q Ckay, sir. And then your PVT test on Exhibit 12?
A Yes, sir. Exhibit 12 shows pertinent data fromthe
PVT study. | have also highlighted on this pertinent

informati on. The sanple was collected on July 18th of 2013.

The production information for the time during testing is
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hi ghlighted. And then in the results summary, it shows that
the analysis in the | aboratory was an undersaturated gas. It
exhibited a retrograde dew point at 3,905 psig. Bottomhole
pressure was conducted resulting in an initial bottomnmhole
pressure of 6,000 pounds. And the reservoir tenperature is
251 degrees. This is a gas reservoir and it is at virgin

condi ti on based on the pressure survey that was conduct ed.

Q Okay, sir. And finally, your Exhibit 13?
A The last exhibit, Exhibit 13 shows the production
data on the well. There is three curves on here. The first

bei ng the gas production is shown in red. The condensate
production is shown in green, and the flow ng tubing pressure
is shown in black. It also shows the period of tinme when the
wel |l was shut in to conduct the bottomhol e pressure test.

The well currently is produci ng about 9,000 Mcf of gas and a
ot nore than 200 barrels of condensate a day.

Q Ckay, sir. In your opinion, would the granting of
the petition establishing this field and reform ng the unit
prevent waste and protect correlative rights?

A Yes, sir, it would.

MR TYRA: | would ask the exhibits to the
testinony of M. Wod and M. Hanby be nade a part of the
record

(Whereupon, (ltenms 10 & 11) Exhibits 1-13

were offered into evidence.)
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MR. ROCGERS: Al the exhibits are admtted.
(Whereupon, (ltenms 10 & 11) Exhibits 1-13, A
& B were received into evidence.)

MR. TYRA: That is our presentation. W do
tender the witnesses for any questions at this tine.

MR ROCGERS: Just for the record, the exhibits
in the exhibit book and the confidential exhibits, they are
Exhibits 1 through 13, The Affidavit of Notice is Exhibit A
and the Affidavit of Confidentiality is Exhibit B.

DR. BOLIN: The Staff has no questions.

MR. ROGERS: The only question | have is you
stated this, state this, M. Wod, that the reservoir is
enconpassed -- is this correct, that the reservoir is
enconpassed within the proposed unit?

MR WOOD: Yes, sir, it is.

MR. ROCGERS: Anything else, M. Tyra?

MR. TYRA: Just clarify that the confidential
exhibits are 4, 5, and 6 and the rest of the Exhibits, 1
through 13, are the regular exhibits. And with your
perm ssion, I'll collect those confidential exhibits.

MR. ROGERS: Correct, and you can collect those
exhi bits.

The Staff will review the evidence and make a
recommendation to the Board.

The next itemis Item 12, Docket No.
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9-10-13-06A, petition by Land & Natural Resource
Devel oprment, | ncor porat ed.

MR. WATSON: M. Rogers, | have one witness. |
woul d li ke to have himsworn in, please, sir.

MR. ROGERS: State your name and address.

MR H GG NBOTHAM  Davi d Hi ggi nbot ham
Tuscal oosa, Al abama.

(The Hearing O ficer swears in the wtness.)

MR. WATSON: M. Rogers, | have pre-filed an
Affidavit of Notice in this matter wherein we have noticed
all working and royalty interest owners in the Southeast
Quarter of the Southeast Quarter of Section 27 in Pickens
County, Al abama and - -

MR. ROCGERS: The Affidavit of Notice is
admtted. Go ahead, M. Watson.

(Whereupon, (ltem 12) Affidavit of Notice was
received into evidence.)

MR. WATSON: And the operators of record in this
field.

MR. ROCERS: The Affidavit of Notice is
adm tted.

MR. WATSON: We are asking the Board in this
particul ar petition, M. Rogers, to anend Rule 1 of the
Special Field Rules for the Chicken Swanp Branch G| Field

in Pickens County to add the Sout heast Quarter of Section
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27, Township 18 South, Range 15 West, Pickens County,

Al abama to the field and to establish a Sout heast Quarter of

t he Sout heast Quarter of said Section 27 as a permanent
production unit for the L.P. McGahey 27-16 No. 1 Well.

My witness, David Higgi nbotham has appeared
before you and has on file an affidavit of his
qualifications as a petrol eum geol ogi st.

M. Higgi nbotham are you famliar with the
petition that has been called for hearing today?

MR, H GE NBOTHAM  Yes, | am

MR. WATSON:  And have you prepared exhibits in
support of the petition?

MR. H GE NBOTHAM  Yes, | have.

MR. WATSON: | have handed those up to the
Board. M. Rogers, | tender M. Higgi nbotham as an expert
petrol eum geol ogi st for giving testinmony on this item

MR. ROGERS: He is recognized as an expert.

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

as foll ows:

(1 TEM 12) DI RECT EXAM NATI ON BY MR, WATSON:

Q If you would turn in your exhibit booklet,

Freedom Court Reporting, Inc
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1 M. Higginbotham to the first exhibit. Describe to the

2 Board what is shown there, please, sir, or the Staff.

3 A If you will please turn to Exhibit Nunber 1, Exhibit
4 Nunber 1 is a well location plat. The scale is one inch

5 equals 1,000 feet. Qutlined in red is the production unit

6 for the McGahey 27-16 No. 1 Well. CQutlined in blue is the

7 proposed addition to the Chicken Swanp Branch G| Field, and
8 this consists -- the proposed addition will consist of the

9 Sout heast Quarter of Section 27.

10 Q Al right, sir. Look at your Exhibit Nunber 2

11 M. Higgi nbot ham and describe the information shown on that
12 exhi bit, please.

13 A Exhi bit Nunmber 2 is a structure contour map on top of
14 the Penn A Sand. Superinposed upon that is an |Isopach map of
15 the Penn A Sand. Also listed on this is a line of

16 cross-section A - A

17 First, 1'll address the structure nmap. The

18 scale is one inch equals 1,000 feet. The contour interval on
19 the structure map is one inch is 50 feet, 50-foot contours.
20 Next to each well is listed the structural position of the

21 top of the Penn A Sand. Next to each well is also listed the
22 val ues for how nuch actual sand was there used to making the
23 | sopach map, the gross anount of Penn A Sand is listed at the
24 top, and then below that is listed the feet of perneability
25 as defined by microlog separations. Qutlined in purple is
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the existing Chicken Swanp Branch Field limts. And over to
the West outlined in a bluer color is the proposed addition
to the Chicken Swanp Branch Field. The trap on the Chicken
Swanp Branch Field is a Northwest/ Sout heast trending down to
the Northeast normal fault. The structure dips off to the
West and the Penn A Sand is -- shows that there is 40 feet of
sand in all -- nore than 40 feet of sand in all the wells.

Q I believe if | could correct one thing, this is
showi ng a portion of the Chicken Swanp Branch Field. W wll
have the full field shown in our Exhibit Nunber 6. You have
zeroed in on the area that is the subject of this hearing to
add the Sout heast Quarter of 27 and the geology as it rel ates

to that and the McGahey Well on this exhibit; is that

correct?
A Right, that is correct.
Q Al right, sir. Go to your next Exhibit Nunber 3,

M. Higginbotham Tell us what is shown on that exhibit.

A Exhi bit Nunmber 3 is a type log for the productive
McGahey 27-16 Well. This is the well that we wish to add to
t he Chicken Swanp Branch Field. This log is a mcrolog. It
illustrates the perneability. Listed on the log are the
zones within the sand that were perforated, and this well was
later fracked and it is presently producing oil

Q All right, sir. So you have two zones here that you

have perforated as shown on this Exhibit Nunber 3; is that
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correct?
A That is correct.
Q Al right. Look at the next exhibit,

M. Higgi nbotham Exhibit 4, your OGB-9.

A Exhibit 4 is an OGB-9 and this lists the first
production that was turned in to the Board on the MGahey
Well. This illustrates that the McGahey Well tested
initially 27 barrels of oil per day.

Q Al right, sir. |Is there any water production from

this well ?

A Yes, sir.

Q Ckay.

A The well nmakes approxi mately 50 percent water.

Q Al right. Let's look at your next exhibit which is

your line of cross-section A - A .
A The next exhibit is a line of cross-section A - A .
The line of cross-section is shown on the structure contour
map. This is a structural cross-section on top of the Penn A
Sand. This also illustrates the stratigraphic continuity of
the Penn A Sand and it illustrates that the structure of the
Penn A Sand is a West-di ppi ng nonocline off a trapping
Nor t hwest / Sout heast trendi ng down to the Northeast normal
faul t.

For each well listed, the McGahey 27-16 the

McGahey 26-13 and the Elliott 26-14, for each well |abeled is
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the top of the Penn A Sand and the base of the Penn A Sand.
The thickness of the Penn A Sand is graphically illustrated
on the cross-section. The subsea tops are given for each
wel |l and the subsea base is given for each well. Again, this
cross-section illustrates the stratigraphic continuity of the
three wells in question. The two wells, the Elliott and
McGahey, are currently in the existing Chicken Swanp Branch
Field, and the cross-section, the structure map and the

| sopach map illustrate that the McGahey 27-16 is indeed a
productive extension of the oil pool in the Chicken Swanp
Branch Fi el d.

Q Al right, sir. Now, M. H gginbotham this
cross-section in your Exhibit Nunber 5, in preparing this
cross-section, you did not use the |og section, but you
represent what you have just testified to graphically, but
you have prepared a | og section using the |ogs, the actual

| ogs on these wells, have you not?

A Yes, sir, | have got | og sections here and | have

also got with me the conplete original logs on all three

wel | s.
Q Al right.
MR. WATSON: |1'm going to hand up one of these
| og sections. And, M. Rogers, |I'mgoing to ask that you
mark this either as Exhibit 5A or exhibit -- the |ast

exhibit we have is Exhibit 6. You can nmark this as
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1 Exhibit 7.

2 MR ROGERS: Al right. W wll mark it as

3 Exhibit 7. This is a log fromeach well?

4 MR WATSON: This is the log fromall three of

5 the wells that we just testified to.

6 MR. ROGERS: Onh, | see.

7 MR H GG NBOTHAM  Everything on the

8 cross-section is -- cones straight off of the I ogs.

9 MR ROCGERS: Al right. These are the logs from
10 these three wells. They will be marked for identification
11 as Exhibit 7.

12 Q (BY MR WATSON:) And what you have done in this

13 Exhibit 7, M. Higginbotham is sinply take the |l og section
14 itself and mark the Penn A Sand as it runs across just |ike
15 you have shown on this Exhibit Nunmber 5; is that correct?
16 A That is correct.

17 Q Al right, sir. Let's go to your next exhibit,

18 Exhi bit Nunmber 6, this is the Board's field map of Chicken
19 Swanmp Branch G| Field and it shows on here, does it not, the
20 160- acres being the Sout heast Quarter of Section 27 that we
21 proposed to add to the Chicken Swanp Branch Fiel d?

22 A Yes, sir, that is correct.

23 Q It al so shows the 40-acre unit for the McGahey Wl |
24 bei ng the Sout heast Quarter of the Southeast Quarter of

25 Section 27?2
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A Yes, sir.

Q | also see on this nap as is indicated on your

Exhi bit Nunber 1, another well in the Southeast Quarter, the
Prater 27-15 Well. Tell us about that well.

A We drilled that well about three weeks ago. W
logged it, we cored it, we set pipe, we perforated it, we
fracked it and we are currently running a bottonhol e pressure
test. And the logs on that well in the cores are currently
bei ng held confidential by the State in accordance with the
rules of the G| and Gas Board.

Q Is that well, in your opinion, a part of the Penn A
Sand and will it be when it is declared as such a part of the
Chi cken Swanmp Branch G| Field?

A Absol utely.

MR. WATSON: M. Rogers, | would ask that you
receive into evidence Exhibits 1 through 7 to the testinony
of M. Higgi nbot ham

(Wher eupon, (ltem 12) Exhibits 1-7 were
offered into evidence.)
MR. ROCGERS: The exhibits are admtted.
(Wher eupon, (ltem 12) Exhibits 1-7 were
received into evidence.)
Q M. Higginbotham if the Staff sees fit to reconmend
t he approval of our petition to the Board anending the field

[imts and declaring the L.P. McGahey 27-16 No. 1 Well as a
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production unit, will that pronote orderly devel opnent in the
Chi cken Swanmp Branch Field, prevent waste and protect
correlative rights?

A Yes, sir.

Q So this field is still in a devel opnental stage in a
hi ghly conpetitive situation, a ot of activity around this
field; is that correct?

A That is correct.

MR. WATSON: | tender my witness to you
M. Rogers, and nenbers of the Staff for any questions you
have.

MR ROCGERS: Just a note here, that the
Affidavit of Notice is admtted and that is Exhibit A

(Whereupon, (ltem 12) Affidavit of Notice was
received into evidence.)

MR WATSON: Al right, sir.

MR. ROGERS: Any questions fromthe Staff? M.
MeQui Il an?

MR MCQUI LLAN: M. Higginbotham in your
exhibits -- let's see. The Exhibit 2 and 3 and 5 and
perhaps 5A and 7, you refer to the Penn A Sand. Now, in the
Special Field Rules for this field, it defines the pool as
the Pottsville A Sand G| Pool shall mean those strata of
the Pottsville A Sand productive of hydrocarbons. |Is the

Penn A Sand in your exhibits the same as the Pottsville A
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sand in the Special Field Rules?

MR. H GE NBOTHAM  Yes, sir, the Penn A Sand is
sinply an acronymor a shortened industry nonmenclature term
used to describe the Pennsylvania Pottsville A Sand,

Pennsyl vani a and Pottsville A Sand.

MR. MCQUI LLAN: Thank you

MR. ROCGERS: The question is: You have noted
the Prater 27-15 with just a circle. That is the well that
you di scussed that was drilled recently; is that right,

M . Hi ggi nbot hanf?
MR, H GE NBOTHAM  Yes, sir.
MR. ROGERS: Any other questions fromthe Staff?
(No response.)

DR BCLIN:. M. Higginbotham in regard to the
Prater 27-15, that was the one you were indicating has been
tested; is that correct?

MR. H GE NBOTHAM We | ogged it about three
weeks ago, we cored it, we set pipe, we perforated it, we
fracked it, and we presently are running bottomhol e pressure
tests on it.

DR. BOLIN: But you have -- not conducted an
official test?

MR. H GE NBOTHAM No, right after -- what we do
is right after we frac these wells, we swab it for a couple

of days and then shut it in and then take a bottomhol e
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pressure and then put a punp on it and then punp all the
frac fluid off and then get a test.

DR. BOLIN: And on the basis of your setting
pi pe, | would assunme that you would consider the well -- you
anticipate the well to be productive?

MR. H GG NBOTHAM  Yes, sir.

DR BCLIN: In the same sand, the Pottsville A
Sand?

MR. H GE NBOTHAM Right. And actually, |
didn't put the values of the sand on the well because the
well is being held confidential. But when those values are
put onto the map, it wll fit precisely.

DR BCLIN: Can you tell me with the area to the
North of the Prater and the McGahey 27-16 Well that you are
asking to be added to the field at this tine, do you
anticipate drilling additional wells in that area?

MR H GE NBOTHAM  Yes, sir, for sure.

DR BCLIN. That is all the questions we have.

MR ROCGERS: Anything else, M. Watson?

MR WATSON: That is all we have.

MR ROCGERS: The Staff will review the evidence
and nmake a recommendation to the board. Thank you.

The next itemis Item 13, Docket No.
9-10-13-07, petition by Ventex Operating Corporation.

MR WATSON: M. Rogers, | have one witness to
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be sworn in.
MR. ROGERS: State your name and address.
MR SKIDMORE: David Skidnore, Dallas, Texas.
(The Hearing O ficer swears in the wtness.)

MR. WATSON: These are confidenti al
(indicating). M. Rogers, this is a petition by Ventex
Operating Corporation asking the Board to approve a
nongover nment al excepti onal 40-acre Wldcat Drilling Unit
for the proposed Craft-Brown 20-13 No. 1 Well consisting of
the East Half of the Southeast Quarter of the Southeast
Quarter of Section 19 and the West Hal f of the Sout hwest
Quarter of the Southeast Quarter of Section 20, Township 5
North, Range 5 East in Mnroe County, Al abama as an
exception to Rule 400-1-2.02(2)(a) of the Admi nistrative
Code.

My witness is David Skidnore who has on file an
affidavit of his qualifications as a petrol eum geol ogi st.
M. Skidnore, have you prepared exhibits in support of this
petition that | have just outlined?

MR SKIDMORE: | have.

MR. WATSON: | tender himas an expert w tness
for giving testinony in this item M. Rogers.

MR. ROGERS: He is so recognized.

DAVI D SKI DMORE
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havi ng been first duly sworn, was exam ned and testified

as foll ows:

(I TEM 13) DI RECT EXAM NATI ON BY MR WATSON:
Q Al right. M. Skidnmore, turn to your first exhibit
and tell us what that exhibit is and describe the information
shown on it, please, sir
A Exhibit 1 is a survey plat prepared by Engi neering
Services. It shows the Sections 19 and 20 in Township 5,
Range 5 North and 5 East. It shows the surface |ocation of
our proposed well and the bottonhol e |location, |ikew se, of
t he proposed Craft-Brown 20-13 No. 1 Well, surface |ocation
being in generally the Southeast corner of Section 19 with
t he bottonhol e | ocation being in the Sout hwest corner of
Section 20.

Al'so shown in a red outline around a 40-acre
proposed drilling unit is the West Hal f of the Southwest of
t he Sout hwest of 20 and then the East Half of the Southeast
of the Southeast of 19. Distances to the respective section
lines are also annotated on the plat as well.

Q M. Skidnore, is it your information fromyour |and
department that the South Hal f of Section 19 and the South
Hal f of Section 20 are all comon ownership by Cedar Creek
Land & Ti nber Conpany?

A That is correct.
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Q Al right, sir. Turn to your Exhibit Nunber 2,

pl ease, sir. Tell us what the exhibit is and describe the
informati on that you are showi ng on that exhibit, please,
sir.

A Exhibit 2 is a structure contour map on top of the
Smackover formation, scale of one inch equal 1,000 feet,
contour interval of 50 feet. This map is derived from
integration of a 3D seismc volune that we shot |ast year

We shot several hundred square miles of data and this
prospective structure is not in the perineter, but generally
in the mddl e of the data volune. And so we have taken that
seismic data and integrated the subsurface data throughout

t he data vol une and conme up with a Smackover depth map which
is presented here as the structural depth nap on top of the
Smackover .

One well penetration in these four sections is
shown to the South. |It's the Anbco Brown Foundation Wl
intercepted the top of the Smackover at mnus 13,762 feet
subsea. The contour interval again is 50 feet and you can
see fromthe Anoco Well, which is drilled on a structural
nose, as you nove to the North and go through a syncline and
then cone up on anticlinal feature which is what we intend to
test at the apex with the drilling of our Craft-Brown 20-13
Vel .

W anticipate that we will be structurally high
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1 to the Anoco Brown Foundation Well which was a dry hole in
2 t he Smackover. Also shown on this cross-section are two --
3 or, excuse nme, on the structure map are two |ines of

4 cross-section, an A- A and B - B'.

5 The followi ng Exhibit Nunber 3 will be a

6 structural cross-section incorporating the Aroco Brown | og
7 with our proposed |ocation, and then we have two seismc

8 sections that have been extracted fromthe 3D data vol une,
9 one al so along the sanme line as the structural cross-section
10 t he geol ogi cal section for A-A, and then B - B is an

11 East/West seismic line through the structure. Those will
12 demonstrate clearly that it's an anticlinal structure

13 separate fromthe Anmoco Well.

14 MR. WATSON: At this point and before we get to
15 those seismic exhibits, M. Rogers, | have pre-filed an

16 affidavit requesting that the seismic |lines be kept

17 confidential. | would ask that you rule that those |ines
18 when we get to those two exhibits, 4 and 5, are, in fact,
19 confidential and not available to the public?
20 MR. ROGERS: The Affidavit of Confidentially is
21 admtted and the Staff -- the Hearing O ficer rules that
22 these exhibits are confidential and proprietary and
23 unavail abl e for public disclosure.
24 Q (BY MR WATSON:) Al right, sir. Let's go to your
25 next line. This is a graphic line of cross-section, your
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Exhi bit Nunber 3, M. Skidnore.

A A geol ogi cal cross-section sinply incorporating the
well log of the Anbco Brown Foundati on and our proposed

| ocation. Annotated on the Anbco Wel| are the correlation
mar kers for Haynesville Marker, it's not the top of the
Haynesvill e section but a correlative marker that we are able
to find in the wellbores and correlate around the top of the
Buckner section, and then the top of the Smackover again
shown at mnus 13,762 subsea in the Anbco Brown Foundati on
29-13 well.

As you nove fromthe Brown Foundation Well on
the right, you nove to the North. You go through a syncline
approxi mately equal di stance between that well bore and our
proposed | ocation. And as depicted, based on the seismc,
you cone up on to an anticlinal feature that we would test at
the apex of that structure with our proposed Craft-Brown
Well. As you continue to the North, you fall off structure
and dip off to the North.

Q Al right. Let's go nowto your Exhibit 4 which is
the first confidential seismic |line that denonstrates through
the 3D seism c tool what you have shown here graphically. So
describe the seismc line on Exhibit 4.

A This line is again along the line of section that is
on Exhibit 2. It's A- A and so it's generally North/South

seismic line going through the Brown Foundation Well which is
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shown on the right-hand side of Exhibit 4. The dark seismc
peak anplitude at approximately 2.7 seconds is the top of the
Smackover. Again, that is derived frominterfacing all of
the well data with our seismc data.

So as you go fromthe Anoco Wll to the North,
you go -- dip to the North into a syncline and then that
syncline turns around and you gain structure then back to our
proposed | ocation. As you continue North, you fall off of
the apex of the structure again to North dip.

So clearly at our proposed |ocation as shown on
that section, we are anticipating to drill the apex at the
top of the structure which is a necessity for asking for an
exceptional unit.

Q Al right, sir. And your Exhibit Nunber 57

A Exhibit 5 is an East/Wst cross-section again shown
on the structure map, Exhibit 2, it's B- B and it's sinply
a seismc line through the apex of the structure running
East/West. The tie line is shown in red which also is
coincident with our |ocation of the proposed Brown Well,

Craft-Brown. And, again, that shows clearly that the

|l ocation that we anticipate drilling is at the apex of the
structure.

Q Al right, sir. Now, |ooking at your Exhibit 2 in
these seismic lines 4 and 5, if you were to drill this well,

the Craft-Brown Well at a regul ar governmental quarter
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gquarter section, it would be, it looks to me like a pretty
extrenme exceptional l|ocation; is that correct?

A That is correct.

Q Wuld it be off the apex of the structure, of course;
is that correct?

A Well, if we were to nove the location to the -- to a
| egal |ocation, then, yes, we would be losing structural --

| osing structural position fromthe apex of the structure as
we have it interpreted.

Q So this is based on informati on you have fromthe 3D
this is the opti num geol ogi cal point fromwhich to test this
structure?

A That is correct.

Q And then the 40-acre split unit is necessary to put
this well somewhat at a legal location on a split unit,
correct?

A That is correct, and it places the wellbore
approximtely in the East to West geographic center of that
proposed unit.

Q So tell us, M. Skidnore, should this well be

compl eted as a comerci al producer, you, of course, would
have to cone back to this Board to ask for a production unit.
Can you kind of tell us based on this structure and the
pre-drill information that you have how you m ght propose an

ultimate production unit assum ng 160 acres?
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A Yes. We would take certainly the data that we gai ned
fromdrilling this well, the well data, and assuming it is
productive, core data and the well test data, we would take

t he new point of subsurface control, reincorporate that into
our seismc interpretation, tie in our seismc and our sonic
logs fromthe wellbore, and the structural interpretation we
do not anticipate woul d change substantially. W would
reintegrate that new data. And based upon the oil colum
that we see in that wellbore and well test data, we would
propose to forma unit that would cover the productive area
of this structure.

Q And if that 160-acre unit would not cover the
productive area after the new informati on conmes in, then you
woul d have at your option, assuming that we could neet the
statutory obligations, up to a 240-acre unit to enconpass al
of the structure for potentially productive structure?

A Yes, that is correct. The maxi mumclosure on this
structure encapsul ates approximately 200 acres of naxi mum
closure within the contours. And so that would be the
maxi mum si ze of the structure that we would anticipate if we
are lucky enough that it would be full to the spill point.

Q And just in case there could be sone hangi ng out, and
I use the term "hanging out," beyond the linits of the
production unit, the area is in conmon ownership and you have

| eases on the entire area; is that right?
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A That is correct, in those two sections.
Q Al right, sir.

MR. WATSON: M. Rogers, | would ask that you
receive into the record of this hearing Exhibits 1 through 5
to the testinony of M. Skidnore.

(Whereupon, (ltem 13) Exhibits 1-5 were

offered into evidence.)

MR. ROCGERS: The exhibits are admtted.

(Whereupon, (ltem 13) Exhibits 1-5 were

received into evidence.)
Q (BY MR. WATSON:) M. Skidnmore, would the granting of
this petition pronmote orderly devel opnent, prevent waste and
protect correlative rights?
A Yes, it woul d.

MR. WATSON: | tender my witness to you for any
questions you have, M. Rogers, and the Staff.

MR. ROGERS: The Affidavit of Confidentially is
admtted as Exhibit B and the Affidavit of Notice is
admtted as Exhibit A One question | had, M. Watson, with
all these people here, I"'ma little confused now, comon
ownershi p, these are --

MR WATSON: We gave a larger area. W noticed
a larger area and sone to the South of this proposed unit.

MR. ROGERS: But the South Half of each section
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MR, WATSON:  Conmon.

MR. ROCGERS: -- owned by?

MR WATSON: Cedar Creek Land & Tinber. \Wen
you get down in Sections 29 and 30, it's diverse.

MR ROGERS: Al right. Wll, | just need to
say that we don't want to -- we will just have to | ook at
the evidence to consider the unit at the tine. W
understand that you are asking for this unit because the
opti mum | ocati on woul d be an extrene exceptional location if
it were on a regular unit, but we don't want to any way
assunme that your statenents that they are accepted at this
hearing, you understand that, M. Watson?

MR WATSON: As far as the ultimate unit?

MR ROCGERS: As far as the ultimate unit.

MR. WATSON: Yes, sir. W were just giving you
sonme i dea about what we would be | ooking at should it be
successf ul

MR ROGERS: Al right.

MR. WATSON:  And nany of these people listed on
this are working interest owners. W noticed working and
royal ty.

MR. ROCGERS: So the sane identical working
interest is in both of the sections, South Half of Section
19 and South Half of 20 and the same -- in the sane

per cent ages?
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MR. SKIDMORE: Yes. Wbrking interest owners is
common in all four of those sections.

MR ROGERS: Al right. Well, we just don't
need to -- | don't think we need to get into that anynore
about whether you are required to drill tw wells if you
can't get your productive area within the 160 or the 240,
and so we don't want to give any indication that we support
that. W just want to tell you that depending on the
evi dence, you will come back to the Board for a unit -- and
the normal process, if you decide to go with a large unit,
you will have to petition the Board for a production unit
and then conme back and enl arge that.

MR. WATSON: Absolutely. W are not trying to
prej udge anything. W were just kind of giving you our idea
t here.

MR. ROGERS: W appreciate that. Any questions
fromthe Staff?

DR. BOLIN: No questions.

MR. ROGERS: Anything else, M. Watson?

MR WATSON: That is all we have.

MR ROCGERS: The Staff will review the evidence
and make a recommendation to the Board.

MR WATSON: M. Skidnmore remnds ne, Dr. Bolin
and Kirk, that we are currently drilling the Laurie well

close to this well. And as soon as that well finishes, it's
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noved to this well. So tine is kind of in the essence on
the permtting. W understand you have got to nake a
recommendati on to the Board, but we plan to nove a rig on
within the next two weeks if the Board approves it.

MR. MCQUI LLAN: That shouldn't be a problem

MR ROCGERS: The next itemis 15, Docket No.
9-10-13-09, petition by JL Resources, LLC

MR TYRA: M. Rogers, | have one witness to be
sworn in, please.

MR HALE: Steve Hal e, San Antonio.

(The Hearing O ficer swears in the witness.)
MR TYRA: M. Rogers, I'mJohn Tyra here on

behal f of JL Resources, LLC. W have filed a petition

asking this Board to approve an exceptional 40-acre drilling
unit for the proposed Janmes A Bell 5 No. 1 Wll. The
exceptional unit is nongovernnental. It is to consist of

the South Half of the Northeast Quarter of the Northeast
Quarter and the North Half of the Southeast Quarter of the
Nort heast Quarter of Section 5 Township 11 North, Range 4
West in Choctaw County, Al abama.

This woul d be an exception to Rule
400-1-2-.02(2)(a) of the State G| and Gas Board of Al abama
Adm nistrative Code. | have one wi tness who has been sworn
in, M. Steve Hale. Have you previously testified before

this Board, sir?
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1 MR. HALE: Yes, sir, | have.

2 MR TYRA: And your Affidavit of Qualifications

3 ison filewith the Board; is that correct?

4 MR. HALE: Yes, sir.

5 MR TYRA: Are you famliar with the petition

6 that has been filed in this natter and the all egati ons made
7 t her ei n?

8 MR, HALE: Yes, | am

9 MR. TYRA: Have you prepared exhibits in support
10 of that petition?

11 MR HALE: Yes.

12 MR. TYRA: | tender M. Hale as an expert

13 pet rol eum geol ogi st .

14 MR. ROGERS: He is so recognized.

15

16 STEVE HALE,

17 havi ng been first duly sworn, was exam ned and testified
18 as follows:
19

20 (1 TEM 13) DI RECT EXAM NATI ON BY MR TYRA

21 Q If you would, turn to your exhibits, Exhibit 1 and
22 expl ai n what that shows, please.

23 A This is just referencing our proposed 40-acre

24 exceptional unit Section 5, 11 North, 4 West in Western

25 Choctaw County. Al so shows our proposed |location and it
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includes the -- sonme of the control that we are keying off

of, the Esenjay Bell 5-8 Well to the South of us and the
recently drilled Alta Mesa Harrell-Carney Well back up to the
Nor t heast .

MR. TYRA: Al right, sir. Before we go any
further, | have previously filed an Affidavit of Notice in
this matter, M. Rogers. W gave notice to everyone in the
Nort heast Quarter of Section 5 Township 11 North, Range 4
West upon the directions of this Board. | would |like for
that Affidavit of Notice to be made a part of the record.

(Whereupon, (ltem 15) Affidavit of Notice was
offered into evidence.)

MR ROCGERS: The affidavit is admtted.

(Whereupon, (ltem 15) Affidavit of Notice was
received into evidence.)

MR TYRA: | apologize for that interruption.

Q (BY MR TYRA:) | apologize, M. Hale. |If you would,
nove to Exhibit 2 and tell us what that is.

A This is a time map, a structure map fromthe 3D data
set on top of our Smackover event. It's show ng our proposed
| ocation, our area of structural closure, also indicates the
position of sone faulting that occurs at the crest of this
structure. You have got one North/South oriented fault that
is down to the West. Another fault that is East/West

oriented that terminates into the previous fault that is down
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to the South that cuts some section out of our key well, our
Esenjay 5-8 Wll. And also, again, it indicates the position
of our 40-acre unit, our proposed |ocation which would just
be backing away fromthe previously drilled Esenjay Well, but
still staying in a structurally advantageous unit relative to
our seismcally indicated structural closure.

The exhibit also references a
Nor t heast/ Sout hwest oriented |line of section that is the next
exhibit and shows the structural separation between our area
of interest in Section 5 and the well back up to the

Northeast, the Alta Mesa recently drilled well.

Q Al right, sir. Turn to that Exhibit 3.

A The next exhibit is running Northeast/ Sout hwest
structural cross-section. It includes the Texas City No. 1
Bell Unit back down to the South of our location. It has a

t hi ck Buckner anhydrite section in that well and a thick well
devel oped Smackover interval

The well that we would be keying directly off of
is the Esenjay No. 1 Bell 5-8. And what you are seeing in
this well is a truncated section within the Smackover
partially faulted out and partially just thinned over the
preMesozoi c section that this interval is conpactionally
draped across, and then our proposed |ocation which would be
back to the Northeast of the Esenjay Well where we would

antici pate encountering a full section of the Buckner
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anhydrite top seal and Smackover reservoir section

Q So that Bell 5-8 Well, the Esenjay Well, it had oil
shows; is that correct?

A It did, but just very limted section

Q Al right, sir.

MR. TYRA: We have sone confidential exhibits
now, Exhibit 4 and 5. | had previously filed an Affidavit
of Confidentially concerning these matters asking that these
two exhibits be held proprietary and confidential.

MR. ROGERS: The Affidavit of Confidentiality is
admtted and the exhibits are ruled to be confidential and
proprietary and unavail able for public disclosure.

(Whereupon, (ltem 15) Affidavit of
Confidentiality was received into evi dence.)

MR TYRA: Thank you.

Q (BY MR TYRA:) Al right, sir. If youwll, turnto
your Exhibit 4.

A Exhi bit 4 again just shows our tinme map at the top of
Smackover where five ml contour interval indicates our area
of structural closure and references the ARB |ine one and
East/West in an East/West orientation that runs through our
proposed | ocation and continues onto the West and catches
part of the North/South oriented fault down to the West fault
that cross cuts this, the crestal position on this structure,

that is the next exhibit. And the Iine indicates the top of
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Smackover as the purple trough and the top of Buckner as the
green peak inmedi ately above it. And in this view, you can
clearly see the displacenent at top of Smackover on one of
the faults that we can pick up with on the data set and then
i ndi cates our proposed location relative to the faulting and
t he nost advant ageous structural crestal position on this
feature.

Q So you are looking to drill this well at the apex of
that structure; is that correct?

A W would be a slightly off the crestal position in
order to pick up a nore conplete and porous Smackover section

just with respect to the old Esenjay Wl |l that is back down

to the South of us, but still at it, at close to the cresta
position for -- at Smackover depth.
Q So considering all the factors, in your opinion

woul d this be the optinmum | ocation of the proposed well?

A Yes.

Q Okay, sir. If youwill, look at Exhibit 6 and
descri be what that shows, please.

A This is our proposed drilling unit which would give
us our location that is indicated on the previous exhibits
and woul d al so take advantage of the best surface |ocation as
far as logistics and facility.

Q Ckay, sir. That plat is showi ng the proposed

drilling unit as the South Half of the Northeast of the
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1 Nort heast and the North Half of the Southeast of the

2 Nort heast of Section 5; is that correct?

3 A Yes, sir.

4 Q Now, if you were to drill this well on a governnental
5 guarter quarter as required by the rules consisting of the

6 Nort heast Quarter of the Northeast Quarter you would be

7 33 feet off of the South line of that Northeast Quarter of

8 t he Northeast Quarter, would you not?

9 A Yes.

10 Q And that is an extremely exceptional |ocation,

11 correct?

12 A Correct.

13 Q So the purpose of the split unit is to have it at the
14 opti mum geol ogi cal |ocation and avoi ding the extrene

15 exceptional |ocation that a governmental quarter quarter

16 woul d require; is that correct?

17 A Correct.

18 Q In your opinion, would the granting of the petition
19 prevent waste and protect correlative rights?

20 A Yes.

21 Q Wuld it also avoid the drilling of unnecessary

22 wel | s?

23 A Yes.

24 MR. TYRA: | would ask that the exhibits to the
25 testinmony of M. Hale be made a part of record at this tine.
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(Whereupon, (ltem 15) Exhibits 1-6 were
offered into evidence.)

MR. ROCGERS: The exhibits are admtted. And
let's see, they are Exhibits 1 through --

MR TYRA: 1 through 6 with Exhibits 4 and 5
bei ng confidenti al .

MR. ROGERS: 1 through 6, Exhibits 4 and 5 being
confidential, the Affidavit of Notice will be Exhibit A and
affidavit of confidentiality will be Exhibit B

(Wher eupon, (ltem 15, Exhibits 1-6, A and B
were received into evidence.)

MR. TYRA: | would tender the witness for any
questions that the Staff or you may have, M. Rogers.

DR. BOLIN: The Staff has no questions.

MR. ROGERS: The only question, just a
clarification, you' ve testified to this, your interpretation
there is potential comrunication fromthe Bell Wll and the
proposed wel |, conmunication there?

MR HALE: Very limted. They |lost essentially
all of the top of the Smackover interval that is typically
the zone that we conplete in so --

MR. TYRA: But there may be nini nal
conmuni cati on?

MR. HALE: Yeah, there is sone of that section

preserved. W have the porosity logs on that well and you
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do see sone devel opnent. But we would be hoping to pick up
an entire -- you know, a conpl ete upper Snackover section
that they for the nost part lost in that well, although they
did have some nmud |l og and | og shows in their thin section.

MR ROGERS: Al right. Anything else?

MR. TYRA: That is all, M. Rogers. Thank you.

MR ROCGERS: The Staff will review the evidence
and make a recommendation to the Board.

The next itemis Item 16, Docket No.
9-10-13-10, petition by Fletcher Petrol eum Corporation

MR. COLEMAN: M ke Col eman for Fletcher
Petrol eum Corporation. | have one w tness, M. John Ross.

MR. ROGERS: State your nane.

MR. ROSS: John Ross, Altoona, Al abama.

(The Hearing O ficer swears in the witness.)

MR. COLEMAN: M. Rogers, this is a petition by
Fl etcher Petrol eum Corporation to force pool wthout risk
conpensation the Northwest Quarter of Section 26, Township 4
North, Range 12 East in Conecuh County, Al abama as a
160-acre drilling unit as a productive extension of the
Brooklyn Field. And in that regard, an affidavit -- | wll
refer to an affidavit of ownership of |ease hold and
drilling rights and an anended affidavit in the sane manner
of M. Ross have been filed for record and nmy Affidavit of

Noti ce has also been filed and | would ask that those be
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made a part of the record at an appropriate tine.
(Wher eupon, (ltem 16) affidavit of ownership
of lease hold and drilling rights, anmended
affidavit, and Affidavit of Notice were
offered into evidence.)

MR. ROGERS: |'ll go ahead and admit those,
M. Col eman.

(Wher eupon, (ltem 16) affidavit of ownership
of lease hold and drilling rights, anmended
affidavit, and Affidavit of Notice were
received into evidence.)

MR. COLEMAN:  Thank you, sir.

MR. ROGERS: M. Ross, the anended affidavit,
the original affidavit and the Affidavit of Notice.

MR COLEMAN: We have filed an original petition
and that petition has been anended and the Docket Number has
now got the suffix Aon it. And the main purpose of that
amendnent was to reflect that this is a proposed drilling
unit which is as a productive extension of the Brooklyn
Field, and al so the anended petition does change the nunber
slightly since another |ease has cone in, so | just wanted
to make you aware of that.

The personal resunme of M. Ross has been
submtted to Ms. Merritt and is with the Board right now

and | would like to ask M. Ross to briefly state for the

Freedom Court Reporting, Inc

877-373-3660



AL State Oil and GasBoard Mtg.

52

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

record his educational and work experience as it relates to
the oil and gas industry.

MR. ROSS: | obtained a bachelor's degree in
busi ness in 1978, started working in the oil industry in
1979 performing title work, | ease acquisitions, abstracting
title curative, division order analysis, also Fieldwde
Unitization and federal comunitization agreements as wel |
as acquisitions of right of ways, accessing sites for the
wells. | worked for several major oil conpanies and several
i ndependents in the Southeast Region, primarily in Al abang,
M ssi ssi ppi, Northwest Florida and Loui si ana.

MR COLEMAN: Ckay. Based on the persona
resunme of qualifications and M. Ross's testinony, | would
ask that he be recognized as an expert petrol eum | andman.

MR. ROGERS: He is so recognized.

JOHN RCSS,
havi ng been first duly sworn, was exam ned and testified

as foll ows:

(I TEM 16) DI RECT EXAM NATI ON BY MR, CCOLEMAN:
Q M. Ross, have you been engaged in connection with
t he proposed Benjamn 26-4 Well to be drilled in Conecuh
County, Al abarma by Fl etcher Petrol eum Cor poration?

A Yes, | have.
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Q And have you had the primary responsibility for

obtai ning | eases in connection with this 160-acre tract?

A That is correct.

Q And, in fact, have you been involved with this
project since the year 20117

A Since early 2011

Q You had occasion to speak with a title attorney in
Mobi |l e concerning the title to this property?

A Yes, | have.

Q Have you had occasion to | ook at an abstract relating
to this property?

A I have.

Q And have you had nunerous occasions to update that
abstract and work in connection therew th?

A Yes, sir, | have on a weekly and nonthly basis.

Q You have heard nme state to the Staff that an
affidavit of what | will refer to as ownership of |ease hold
and drilling rights of yourself has been submtted as well as
an anmended affidavit; is that correct?

A Yes, sir.

Q And are you familiar with the matters set forth in
that affidavit?

A Yes, | am

Q Are they true and correct to the best of your

know edge, information and belief?
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1 A Yes, sir, they are.

2 Q And do they fairly and accurately portray the

3 outstanding interest in this proposed unit to the best of

4 your know edge, information and belief?

5 A Yes, sir, they do.

6 Q And those figures, as | understand it, approximate
7 4.2396 percent mineral interests outstanding in the unit as a
8 whol e which is a 160-acre unit; is that correct?

9 A Yes, sir, that is correct.

10 Q And that would translate to approximately 6.7834 net
11 m neral acres that are currently outstanding; is that

12 correct?

13 A Yes, sir.

14 Q Al'l right, sir. And you are famliar with the

15 proposed Benjam n 26-4 Well; is that correct?

16 A Yes, sir, that is correct.

17 Q And in your opinion as an expert petrol eum | andman,
18 woul d the granting of this petition prevent waste, protect
19 the correlative rights of the owners in the proposed unit and
20 avoid the drilling of unnecessary wells?

21 A Yes, sir, that is ny belief.

22 Q Al right, sir.

23 MR COLEMAN: | would submit this matter to the
24 Board based on the affidavits and the testinmony of M. Ross
25 and | would tender himas a witness to the Staff for any
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guestions which they may have.

MR ROGERS: Al right. Any questions fromthe

Staff? We have adnmitted the Affidavit of Notice as Exhibit

A, the Affidavit of Oawnership is Exhibit

affidavit -- amended Affidavit of Omership as Exhibit C
DR. BOLIN: The Staff has no questions.

MR. ROGERS: No questions. Anything el se,

M. Col eman?

MR COLEMAN: No, sir, that is all.

MR ROGERS: W will reviewthe evidence and

make a recommendati on to the Board.

MR. COLEMAN:  Thank you very nuch.

MR. ROSS: Thank you.

MR. ROGERS: The hearing is adjourned.

(The hearing was adjourned at 11:20 a.m)

B and t he
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CERTI FI CATE

STATE OF ALABAMR)

JEFFERSON COUNTY)

| hereby certify that the above and foregoing
proceedi ngs were taken down by ne in stenotype, and the
guestions and answers thereto were reduced to typewiting
under ny supervision, and that the foregoing represents a
true and correct transcript of the proceedings given by
said wi tness upon said hearing.

| further certify that | amneither of counsel
nor of kin to the parties to the action, nor aml in

anywi se interested in the result of said cause.

/sl Teresa Turquitt Davis
TERESA TURQUI TT DAVI S, CCR, RPR
CCR #162, Expires 09/30/14
Conmi ssi oner for the

State of Al abama at Large

My Conmmi ssion Expires: 12/03/16
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<0>
03 (1)
09 (1)

<]1>

1 (28)
1,000 (3)
1,078 (1)
1,992 (1)
10 (22)
10, (1)
10:00 (3)
10:30 (1)
10th (3)
11 (24)
11. (2)
11:20 (1)
1-13 (4)
12 (18)
12, (1)

12th (2)
13 (13)
13,551 (1)
13,555 (1)
13,568 (1)
13,625 (2)

13,762 (2)
13,969 (1)
13,970 (1)
13,990 (1)
14 (8)
14,012 (1)
14-10 (2)
14-3 (5)
14-7 (2)
15 (12)
1-5 (4)
16 (8)
1-6 (4)
160 (3)
160-acre (7)

162 (1)
16816-B (1)
17 (1)

12-11-12-01 (1)

13,625-foot (1)

160-acres (1)

1-7 (4
17, (1)
1759 (1)
18 (2)
18th (1)
19 (7)
1978 (1)
1979 (1)

<2>

2 (10)
2, (2
2.7 (1)
20 (6)
20. (1)
200 (2)
2011 (1)
2011. (1)
2013 (5)
20-13 (3)
2013, (2)
2013. (2)
21 (1)
232 (1)
240, (1)
240-acre (1)
24-hour (1)
251 (1)
26 (1)
26-13 (1)
26-14 (1)
26-4 (2)
27 (9)
27. (1)
27-15 (3)
27-16 (7)
28 (1)
29 (1)
29-13 (1)

<3>
3 (8)
3, (1)
3,905 (1)
3,987. (1)
3. (3)
30 (2)
30th (1)
32 (1)

33 (1)
39 (2)
3D (7)
3D, (1)

<4 >

4 (21)

4. (2)

4.2396 (1)
40 (2)
400-1-2.02 (1)
400-1-2-.02 (1)
40-acre (10)
43 (1)

44 (2)

46 (1)

49 (2)

<5>

5 (25)

5 (2

50 (5)
50-foot (1)
51 (2)

52 (1)
5-8 (4)
5A (2)

<6>

6 (14)

6,000 (1)
6.7834 (1)
6-18-13-04 (1)
6-18-13-12 (1)
6-20-11-05 (1)
640-acre (1)

<7>
7 (10)
7. (2)
7-20-10-07 (1)
7-30-13-10 (1)

<8>

8 (1)

8, (1)
8-14-13-01 (1)
8-14-13-02A (1)
878 (1)

<9>

9 (2

9, (1)

9,000 (1)
9-10-13-01 (1)
9-10-13-02 (1)
9-10-13-03 (1)
9-10-13-04 (1)
9-10-13-04A, (1)
9-10-13-05 (1)
9-10-13-06A (1)
9-10-13-07 (1)
9-10-13-08A, (1)
9-10-13-09 (1)
9-10-13-10 (1)
925 (1)

<A>
a (30)
A (1)

<->
A (1)

<A>

A. (D

A'. (3)

am (1)

am. (2)
abandoned. (1)
able (1)
Absolutely (1)
Absolutely. (1)
abstract (2)
abstracting (1)
accepted (1)
accessing (1)
accumulation (3)
accumulations
1)

accurately (1)
acquisitions (2)
acres (4)
acronym (1)
across (1)
action (1)
activity (1)
actual (2)
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add (4)

added (2)
addition (3)
additional (1)
address (2)
address. (2)
addressed (1)
adjourned (1)
adjourned. (1)
adjournment (1)
Administration
(1)
Administrative
2)

admit (1)
admitted (12)
admitted. (7)
adopted (1)
advantage (1)
advantageous (2)
Affidavit (70)
affidavit, (1)
affidavits (1)
again (1)

ago (2)
agreements (1)
ahead (3)
ALABAMA (14)
Alabama, (1)
Alabama. (7)
all (2)

all. (1)
allegations (4)
also (1)

Alta (2)
Altoona (1)
am. (3)
amend (1)
amended (10)
amending (1)
amendment (1)
Amoco (9)
amount (1)
amplitude (1)
an (9)
analysis (2)
and (30)
anhydrite (2)
annotated (2)

announcing (1)
answers (1)
anticipate (7)
anticipating (1)
anticlinal (3)
anticline (1)
Antonio. (1)
any (4)
anymore (1)
anywise (1)
apex (9)
apologize (3)
appeared (1)
appearing (1)
appointing (1)
appreciate (1)
appropriate (4)
approval (1)
approve (2)
approved (1)
approves (1)
approximate (1)
approximately (6)
April (1)

ARB (11)

are (6)

are. (1)

area (18)
areas (1)
array (1)

as (12)

ask (1)

asked (1)
asking (10)
assume (2)
assuming (3)
at (4)
attorney (1)
attributes (1)
available (1)
avoid (2)
avoiding (1)
aware (1)

<B>

B (1)

B. (2)

B'. (1)
bachelor's (1)

back (10)
backing (1)
barrels (3)
base (3)
based (10)
basically (1)
basis (1)
basis. (1)
be (8)

bed (1)
been (2)
BEFORE (2)
beginning (1)
behalf (3)
being (1)
belief (2)
belief. (1)
believe (2)
Bell (6)
Benjamin (2)
Berry (1)
best (3)
between (1)
beyond (1)
bit (1)
Black (2)
blue (4)
bluer (1)
BOARD (35)
Board. (6)
Board's (2)
Bolin (12)
Bolin.Deputy (1)
book (1)
book, (1)
booklet (1)
booklet, (1)
bottom (1)
bottomhole (11)
boundaries (1)
Branch (13)
briefly (1)
Brooklyn (2)
Brown (8)
Buckner (4)
Building (1)
business (1)
but (2)

by (5)

<C>

C. (1

call (3)
called (1)
Campus, (1)
can (2)

case (1)
catches (1)
cause (1)
cause. (1)
CCR (2)
Cedar (2)
center (1)
certain (4)
certainly (1)
certify (2)
change (2)
changes (1)
Chicken (13)
Choctaw (2)
Cinco (1)
circle (2)
circle. (1)
City (1)
clarification (1)
clarify (1)
clearly (4)
close (2)
closing (1)
closure (10)
closure. (1)
coal (1)
Code (1)
Code. (1)
Coffin (3)
coincident (1)
COLEMAN (11)
Coleman. (1)
COLEMAN: (1)
collect (2)
collected (2)
color (1)
color. (1)
column (1)
come (7)
comes (2)
comments (1)
comments. (1)
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commercial (1)
Commission (1)
Commissioner
(1)

common (4)
Common. (1)
communication
@
communitization
(1)
compactionally
(1)

companies (1)
Company (4)
compensation (1)
competitive (1)
compiled (1)
complete (4)
completed (1)
concerning (3)
condensate (5)
condition (1)
conduct (2)
conducted (2)
conducted. (1)
Conecuh (2)
confidence (1)
confidential (14)
confidential. (2)
Confidentiality
(11)
Confidentially (3)
configuration (1)
confirmation (1)
confused (1)
connection (3)
consider (2)
considered (1)
considering (1)
consist (3)
consisting (4)
consists (1)
consolidate (1)
constructing (1)
contact (3)
contained (1)
contested (1)
continue (2)
continued (1)

continues (1)
continuity (2)
contour (10)
contours (1)
contours. (1)
control (2)
conversions (1)
copies (1)
copy (1)

core (1)

cored (2)
cores (1)
corner (2)
Corporation (5)
Corporation. (2)
correct (28)
correct. (13)
corrections (2)
correlate (1)
correlation (1)
correlative (7)
corresponds (1)
counsel (1)
County (11)
County, (1)
County. (1)
couple (1)
course (2)
cover (2)
Cox's (1)
Craft-Brown (6)
Creek (2)
crest (1)
crestal (4)
cross (1)
crosses (1)
crossing (1)
cross-section
(20)
cross-section, (1)
curative (1)
current (1)
currently (6)
curves (1)
cuts (2)

<D>
Dallas (1)
dark (1)

dashed (2)
data (18)
data. (1)
datum (2)
David (9)
Davis (2)

day (1)

day, (1)

day. (2)

days (1)
decide (1)
declared (1)
declaring (1)
defined (2)
defines (1)
definition (1)
degree (1)
degrees (1)
Delta (1)
demonstrate (1)
demonstrates (1)
density (1)
department (1)
depending (1)
depicted (1)
depicting (1)
depth (11)
depth. (1)
derived (2)
describe (8)
designated (1)
developed (1)
Development (4)
developmental
1)

deviates (1)
dew (1)
different (1)
dip (3)

dip. (1)

dips (1)
DIRECT (12)
direction (1)
directionally (3)
directions (1)
directly (1)
Director (1)
disclosure. (3)
discovered (1)

discoveries (1)
discovery (17)
discovery. (1)
discussed (1)
dismissed (1)
displacement (1)
display (5)
display. (1)
displayed (1)
distance (1)
Distances (1)
distinct (4)
diverse. (1)
division (1)
do (2)

do. (1)
docket (25)
docket. (1)
don't (1)
down (2)

Dr (17)

Dr. (1)
draped (1)
drill  (5)
drilled (15)
drilling (27)
dry (2)

duck (1)
due (3)

duly (6)
Durango (2)
Durango. (1)

<E>

E (1)

each (1)

early (1)

East (17)
educational (1)
effect (2)

either (1)
elevation (1)
Elliott (2)

else, (1)
encapsulates (1)
encompass (1)
encompassed (2)
encountered (1)
encountering (1)
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end (1)
engaged (1)
engineer (1)
engineer. (1)
Engineering (2)
enlarge (1)
entire (2)
entirely (1)
equal (2)
equals (2)
Escambia (1)
Esenjay (7)
essence (1)
essentially (1)
establish (2)
establishing (1)
establishment (1)
Evans (1)
event (1)
evidence (8)
evidence. (19)
evident (2)
EXAMINATION
(13)

examined (6)
exception (2)
exceptional (12)
excuse (1)
Exhibit (98)
exhibit, (2)
exhibit. (4)
exhibited (1)
exhibiting (1)
EXHIBITS (57)
exhibits. (2)
existing (2)
experience (1)
expert (6)
expert. (2)
Expires (2)
explain (2)
Exploration (2)
express (1)
extends (2)
extension (3)
extracted (1)
extreme (3)
extremely (1)

<F>
facility. (1)
fact (1)
fact, (1)
factors (1)
fairly (1)
fall (2)
familiar (6)
far (3)

fault (6)
fault. (1)
faulted (1)
faulting (2)
faults (1)
feature (2)
feature. (1)
federal (1)
feet (22)
feet, (1)
field (48)
Field. (5)
fields (1)
Fieldwide (1)
figures (1)
file (5)

filed (10)
finally (1)
find (1)
finishes (1)
first (18)

fit (2)

five (1)
Fletcher (4)
Florida (1)
flow (1)
flowing (2)
fluid (1)
following (4)
follows: (7)
for (3)
force (1)
foregoing (2)
form (2)
formation (2)
forth (1)
found (2)
Foundation (6)
four (2)
frac (2)

fracked (3)
fracturing (1)
from (3)

full (3)

further (2)
Furthermore (1)

<G>

gain (1)
gained (1)
gamma (1)
GAS (34)
gave (1)
general (1)
generally (3)
geographic (1)
geological (4)
geologist (1)
geologist. (3)
geology (1)
give (2)
given (3)
giving (4)

go (15)

goes (1)
going (3)
Goodway (19)
governmental (5)
granted. (1)
granting (5)
graphic (1)
graphically (3)
greater (2)
green (2)
grid (2)
gross (1)

<H>

HALE (13)
HALE, (1)
Half (25)
HANBY (12)
HANBY, (1)
hand (1)
handed (2)
hanging (2)
Harrell-Carney (1)
has (1)
have (4)

have. (16)
having (6)
Haynesville (2)
hear (2)
heard (1)
Hearing (21)
hearing. (2)
held (4)
HIGGINBOTHAM
(25)
Higginbotham,
(2)
Higginbotham.
1)

high (1)
higher (1)
highlighted (5)
highly (1)

his (1)

hold (6)

hole (1)

holes (1)
hoping (1)
horizon (1)
hundred (1)
hydraulic (1)
hydrocarbons (1)

<|>

I (5)

idea (2)
identical (4)
identification (1)
if (1)

illustrate (1)
illustrated (1)
illustrates (5)
immediately (1)

in (16)
in. (1)
inasmuch (1)
inch (4)
includes (2)
including (2)

Incorporated (1)
Incorporated. (2)
incorporating (2)
independents (1)
INDEX (2)
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indicated (3)
indicates (5)
indicating (2)
indication (1)
induction (1)
industry (2)
industry. (1)
information (16)
initial (1)
initially (2)
integrated (1)
integration (1)
intend (1)
intercepted (1)
interest (6)
interested (1)
interests (1)
interfacing (1)
interpretation (3)
interpreted. (1)
interruption. (1)
interval (7)
interval. (1)
into (2)
involved (1)
irregular (1)
is (28)

is. (4)
Isopach (5)

it (4)

it. (2)

ITEM (55)
item. (1)
ITEMS (25)
it's (2)

<J>

James (1)
JEFFERSON (1)
JL (2)

JOHN (6)
Johnson (6)
Jr (1)
JrSecretary (1)
July (2)

just (1)

<K>
KEN (3)

kept (1)

key (1)
keying (2)
kin (1)

kind (3)

Kirk (1)
know (1)
knowledge (2)

<L>

L.L.C. (1)
L.P (2
labeled (2)
laboratory (1)
Land (4)
landman, (1)
landman. (1)
large (2)
larger (2)
last (1)
Laurie (1)
Lavon (1)
lease (8)
leases (2)
left (4)
left-hand (2)
legal (2)
like (1)
likewise (1)
limited (3)
limits (5)
limits. (1)
line (35)
line. (1)
lines (13)
liquid (1)
listed (8)
lists (1)
little (2)
LLC (7)
LLC. (1)
located (2)
locates (1)
location (41)
location, (1)
location. (1)
log (16)
log. (1)
logged (2)

logistics (1)
logs (7)
logs. (1)
Look (9)
looking (3)
looks (1)
losing (2)
lost (2)

lot (2)
Louisiana. (1)
lower (2)
lowest (2)
lucky (1)

<M>

made (1)
main (1)
major (1)
making (1)
manner (1)
map (34)
mapping (1)
margin (1)
Marion (4)
mark (4)
marked (1)
Marker (2)
markers (1)
Marvin (1)
matter (6)
matters (5)
maximum (3)
Mcf (2)
McGahey (13)
McQuillan (4)
mean (1)
measured (2)
meet (1)
meeting (1)
meetings (2)
members (1)
Merritt (2)
Merritt.Hearing
1)

Mesa (2)
Methane (1)
microlog (2)
middle (2)
Mike (1)

mil (1)

miles (2)
mineral (2)
minimal (1)
minus (2)
Mississippi (1)
Mobile (1)
monocline (1)
Monroe (5)
monthly (1)
morning (1)
motion (1)
move (6)
moved (1)
Mr (1)

Mr. (1)

Ms (1)
much. (1)
mud (1)

<N >

name (5)
name. (2)
named (1)
Natural (1)
necessary (1)
necessity (1)
need (3)
neither (1)
Net (4)
neutron (1)
new (6)

next (1)

Nick (1)

No. (7)
nomenclature (1)
nongovernmental
2)

nor (1)
normal (4)
North (32)
North, (2)
North. (1)
Northeast (19)
Northeast. (1)
Northwest (22)
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      3  ROBERT WOOD
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      1          (The hearing is in session at 10:00 a.m.)



      2                  MR. ROGERS:  Let the record reflect that it's



      3       10:00 a.m.  The hearing is in session.  Dr. Tew, have the



      4       items for the September 10th and September 12th, 2013,



      5       meetings been properly noticed?



      6                  DR. TEW:  The items for the September 10th and



      7       September 12th, 2013 docket have been properly noticed and



      8       the docket is due to be admitted into the record.



      9                  MR. ROGERS:  The Board's Staff have received and



     10       compiled the proofs of publication for the items appearing



     11       on the docket for the first time.  The proofs of publication



     12       received for the items on the September 10 and September 12,



     13       2013, docket are admitted into the record.



     14                   Furthermore, copies of the information posted



     15       on the web site of the Alabama Secretary of State announcing



     16       these two meetings of the Oil and Gas Board on September 10



     17       and September 12, 2013, and a confirmation of successful



     18       postings from the Secretary of State's office are also



     19       admitted into the record.



     20                   I have an order of the State Oil and Gas Board



     21       appointing me as Hearing Officer to conduct this hearing on



     22       behalf of the Board.  The order will be made a part of the



     23       record at this time.



     24                  DR. TEW:  Before we get started, Mr. Rogers, I



     25       want to go ahead and apologize to everyone, I have to duck
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      1       out around 10:30 to be on another call, or a call, so Dr.



      2       Bolin will take over for me at that time.



      3                  MR. ROGERS:  And, Dr. Tew, the Staff and I were



      4       just talking with Ms. Merritt that the regulations that



      5       address hydraulic fracturing, we have two different



      6       regulations, one with coal bed and one with just the general



      7       oil and gas regulations, those rules and regulations go into



      8       effect today.



      9                   The procedure for this meeting is as follows:



     10       The Hearing Officer and the Staff will hear the uncontested



     11       items on the docket today and certain other items.  The



     12       State Oil and Gas Board will hear the recommendations of the



     13       Hearing Officer, the contested items, and certain other



     14       items beginning at 10:00 on Thursday, September 12, 2013,



     15       here in the office of the State Oil and Gas Board in



     16       Tuscaloosa.



     17                   I will recommend that the following petitions



     18       be dismissed without prejudice:  Item 1, Docket No.



     19       12-11-12-01, petition by Sklar Exploration Company, LLC;



     20       Item 2, Docket No. 6-18-13-04, petition by Escambia



     21       Operating Company, LLC; and Item 14, Docket No. 9-10-13-08A,



     22       petition by Sklar Exploration Company, L.L.C.



     23                    I will recommend that the following petitions



     24       be continued:  Item 3, Docket No. 6-18-13-12, petition by



     25       Cinco NRG, LLC; Item 4, Docket No. 7-30-13-10, petition by
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      1       Black Warrior Methane Corporation; Item 7, Docket No.



      2       9-10-13-01, petition by Durango Operating, LLC; Item 8,



      3       Docket No. 9-10-13-02, petition by Durango; and Item 9,



      4       Docket No. 9-10-13-03, petition by Durango.



      5                   The following matters are set for hearing by



      6       the Board at the hearing on Thursday:  Item 5, Docket No.



      7       8-14-13-01, petition by Ram Petroleum, LLC; Item 6, Docket



      8       No. 8-14-13-02A, petition by Ram Petroleum, LLC; Item 17,



      9       Docket No. 7-20-10-07, a motion by the Board to show cause



     10       why certain wells operated by S. Lavon Evans, Jr. Operating



     11       should not be ordered plugged and abandoned.



     12                   Any corrections or comments on those



     13       recommendations?



     14                   (No corrections or comments.)



     15                  MR. ROGERS:  All right.  We will start with the



     16       first petition for today:  Item 10, Docket No. 9-10-13-04A,



     17       petition by Venture Oil & Gas, Incorporated.



     18                  MR. TYRA:  Mr. Rogers, I have two witnesses to



     19       be sworn in, please.



     20                  MR. ROGERS:  State your name.



     21                  MR. WOOD:  Robert Wood, Tuscaloosa, Alabama.



     22                  MR. HANBY:  Ken Hanby, Tuscaloosa, Alabama.



     23        (The Hearing Officer swears in the witnesses.)



     24                  MR. TYRA:  Mr. Rogers, I'm John Tyra here on



     25       behalf of Venture Oil & Gas, Inc.  I would like to
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      1       consolidate, if you would, Items 10 and 11 on the docket.



      2                  MR. ROGERS:  That request is granted.



      3                  MR. TYRA:  All right, sir.  Our Item Number 10,



      4       Docket 9-10-13-04 is a request to establish a new gas field



      5       in Monroe County, Alabama.  We are suggesting the name of



      6       the Northwest Goodway Field and we are asking that Special



      7       Field Rules be adopted for it.  We are asking the field



      8       limits consist of 160 acres to be the North Half of the



      9       Northwest Quarter of Section 14 and the South Half of the



     10       Southwest Quarter of Section 11, all in Township 4 North,



     11       Range 6 East, in Monroe County, Alabama.



     12                   Docket No. 9-10-13-05 is a request that the



     13       40-acre drilling unit for the Marion Johnson 14-3 No. 1 Well



     14       which is the discovery well for this field be reformed to a



     15       160-acre producing unit, which will be the same unit as the



     16       proposed field limits.



     17                   I have previously filed an Affidavit of Notice



     18       in this matter -- in both of these matters and would ask



     19       that they be made a part of the record, please.



     20               (Whereupon, (Items 10 & 11) Affidavit of



     21               Notice was offered into evidence.)



     22                  MR. ROGERS:  They are admitted.



     23               (Whereupon, (Items 10 & 11) Affidavit of



     24               Notice was received into evidence.)



     25                  MR. ROGERS:  Why don't you describe who you
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      1       notified?



      2                  MR. TYRA:  All right, sir.  Pursuant to the



      3       rules of the State Oil and Gas Board, we gave notice to all



      4       of the owners in the proposed unit, the North Half of the



      5       Northwest Quarter of Section 14 and the South Half of the



      6       Southwest Quarter of Section 11, Township 4 North, Range 6



      7       East.  And then at the direction of the Board, we also gave



      8       notice to all the owners in the South Half of the Northwest



      9       Quarter of Section 14 inasmuch as that would have been a



     10       regular governmental unit of the Northwest Quarter.



     11                   So in effect, we gave notice to everyone in the



     12       Northwest Quarter of Section 14 and in the South Half of the



     13       Southwest Quarter of Section 11.



     14                  MR. ROGERS:  That affidavit is admitted.



     15                  MR. TYRA:  Also, we have pre-filed an Affidavit



     16       of Confidentiality.  We have Exhibits 4, 5 and 6 that would



     17       be considered confidential, and we ask that this proprietary



     18       information be held in confidence and collected at the end



     19       of the hearing.



     20               (Whereupon, (Items 10 & 11) Affidavit of



     21               Confidentiality was offered into evidence.)



     22                  MR. ROGERS:  The Affidavit of Confidentiality is



     23       admitted and these exhibits that you named are designated to



     24       be proprietary and unavailable for public disclosure.



     25               (Whereupon, (Items 10 & 11) Affidavit of
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      1               Confidentiality was received into evidence.)



      2                  MR. TYRA:  All right.  I will start with my two



      3       witnesses.  Mr. Wood, I'll start with you first.  If you



      4       would, tell your name again to the Board.



      5                  MR. WOOD:  Robert Wood.



      6                  MR. TYRA:  And have you testified before this



      7       board on numerous occasions?



      8                  MR. WOOD:  I have.



      9                  MR. TYRA:  And your Affidavit of Qualifications



     10       is on file with the Board?



     11                  MR. WOOD:  It is.



     12                  MR. TYRA:  Are you familiar with the allegations



     13       that we have made in the two petitions concerning the



     14       matters to be addressed this morning?



     15                  MR. WOOD:  Yes, I have.



     16                  MR. TYRA:  And have you prepared exhibits in



     17       support of those?



     18                  MR. WOOD:  I have.



     19                  MR. TYRA:  All right, sir.



     20



     21                         ROBERT WOOD,



     22  having been first duly sworn, was examined and testified



     23  as follows:



     24



     25
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      1  (ITEMS 10 & 11) DIRECT EXAMINATION BY MR. TYRA:



      2      Q.      Let's turn to your exhibits then, your first exhibit.



      3      And if you would, explain what that shows?



      4                  MR. ROGERS:  We will just note that he is



      5       recognized as an expert.



      6                  MR. TYRA:  Thank you.



      7      A.      Yes.  Exhibit Number 1 is simply a location map



      8      showing the location of this discovery in Southwest Alabama.



      9      It's located in the southern portion of Monroe County and



     10      it's a few miles North of the Old Vocation Field.  We are



     11      proposing today to call this the Northwest Goodway Field.



     12      Q.      All right.  And your area map?



     13      A.      Yes.  The area map shows the location of the



     14      discovery well, which is a Marion Johnson 14-3 No. 1 Well.



     15      It was drilled by Venture Oil & Gas, State Permit Number



     16      16816-B.  It was directionally drilled to a bottomhole



     17      location that is to the Southwest of the surface location.



     18      The well was originally drilled on a 40-acre drilling unit



     19      which is shown on this exhibit today.  We are proposing to



     20      reform that drilling unit to a 160-acre production unit



     21      consisting of the North Half of the Northwest Quarter and the



     22      South Half of the Southwest Quarter -- well, the North Half



     23      of the Northwest Quarter of Section 14 and the South Half of



     24      the Southwest Quarter of Section 11.



     25                   This is a gas condensate discovery.  The normal
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      1      spacing for a Smackover of this depth would be 640-acre



      2      spacing, but this productive area will be shown to be



      3      contained within this proposed production unit, and we are



      4      asking today for 160-acre production unit.  This is located



      5      in Township 4 North, Range 6 East of Monroe County.



      6      Q.      Okay.  Look at your Exhibit 3.



      7      A.      Exhibit Number 3 is a structure map based on the top



      8      of the Smackover formation.  The proposed Northwest Goodway



      9      Field is shown highlighted in yellow and red and this is for



     10      the discovery well, the Marion Johnson 14-3 No. 1 Well, which



     11      is shown with a red circle.



     12                   The well was drilled, as I said before, as a



     13      directionally drilled well.  It was an exceptional location



     14      on a 40-acre drilling unit.  The exceptional location was



     15      approved by affidavit by the Board, and the bottomhole



     16      location is shown with the blue circle to the Southwest of



     17      the surface location.  The datum for this map is subsea true



     18      vertical depth based on the drilling information of the wells



     19      that are shown on this exhibit.



     20                   As you can see, the top of the Smackover was



     21      found in this discovery well at 13,551 feet subsea true



     22      vertical depth.  Also used for constructing this structure



     23      map is the 3D seismic information which will be subject to



     24      the next three exhibits.  The contour spacing for this



     25      structure map is 50 feet and it shows an anticline structural
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      1      closure and that structural closure is split between areas of



      2      two governmental sections.



      3                   As you can see, the discovery well was drilled



      4      in the Northwest Quarter of Section 14 in the structure to a



      5      closing contour of 13,625 feet which is the lowest possible



      6      gas or the spill point of this structural closure, is what we



      7      are showing today.



      8                   The gas that was found we'll show the subsequent



      9      exhibits occurred in the top of the Smackover, that is the



     10      same stratigraphic interval as the Goodway Field to the



     11      Southeast of this discovery well, but the Goodway Field



     12      occurs structurally higher and has a gas/water contact in



     13      that field.  This discovery was entirely -- the elevation was



     14      below the accumulations that is in the Goodway Field so this



     15      is a separate and distinct structure, separate and distinct



     16      accumulation.  Also shown on this exhibit is the Northeast



     17      Goodway Field.  It was also a Venture Oil & Gas discovery and



     18      that is an oil production from lower in the Smackover is what



     19      we have referred to as middle Smackover, and that is that



     20      area shown based on -- identical to previous exhibits that I



     21      submitted for that discovery well and establishment of the



     22      Northeast Goodway Field.



     23      Q.      Thank you, sir.



     24      A.      I would also like to point out cross-section A - A'



     25      which is the subject of Exhibit 7, but, first, we will look
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      1      at the seismic exhibits which will be in the other exhibit



      2      booklet that Mr. Tyra handed you.



      3                   Exhibit Number 4 is the seismic data map showing



      4      the 3D grid that the seismic for these discoveries was shot



      5      on.  The traces are over on the left.  They are East/West



      6      trending traces and the appropriate number for the grid is



      7      shown.  The lines are North/South lines and are shown across



      8      the bottom of the map.  The structure that you see on this



      9      exhibit is identical to the structure map or Exhibit Number



     10      3.  And also shown on this exhibit are two ARB lines which



     11      are the subjects of the next two exhibits, ARB line one and



     12      ARB line two.  And this basically locates the wells, ties the



     13      seismic information and the ARB lines together.



     14      Q.      All right, sir.  Look at that ARB line one.



     15      A.      Exhibit Number 5 is ARB line one.  I would like to



     16      point out that on this exhibit North is to the right and



     17      South is to the left.  The appropriate lines and traces are



     18      shown across the top of the seismic display here.  This is a



     19      line that runs due North and due South, it's all along line



     20      1759.  And then as it changes and crosses other traces, those



     21      are shown across the display.



     22                   Also shown over on the left-hand portion of this



     23      seismic display in time along the left-hand margin -- this



     24      display is in time.  The location of the Venture Oil & Gas



     25      Marion Johnson 14-3 No. 1 Well is shown and you can see the
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      1      wellbore path for the directionally drilled well as it



      2      deviates along this line towards the South.  It encountered



      3      the top of the Smackover which is labeled in blue and a



      4      mapping horizon is also shown in the pink color.



      5                   This shows a configuration on top of the



      6      Smackover which is limited to the area of the proposed unit.



      7      The proposed unit boundaries were shown in the red and white



      8      dashed lines, vertical lines, and this shows the structural



      9      closure with steep dip to the South in a more subtle



     10      structural saddle to the North, and that corresponds with the



     11      time depth conversions to the spill point that was shown on



     12      Exhibit 3.



     13      Q.      All right, sir.  Your second ARB line?



     14      A.      Yes, if you would note that ARB line two is a --



     15      North on this display is to the left.  This actually trends a



     16      little bit North to Northwest to the South/Southeast.  I



     17      added this ARB line because it extends through the Goodway



     18      Field and the Coffin Well which was also a gas condensate



     19      discovery in the Goodway Field, and the relation of this



     20      proposed Northwest Goodway structure is evident as being a



     21      separate and distinct structure.



     22                   All the other attributes of the seismic display



     23      that I'm showing here are identical to the previous exhibit.



     24      It does show the relationship of some other dry holes that



     25      were drilled before this seismic 3D was shot, including the
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      1      White 14-7 No. 1 Well which is between this current discovery



      2      well and the Coffin 14-10 Well.



      3      Q.      Thank you.  Go back to our regular exhibit book,



      4      please, and Exhibit 7?



      5      A.      Yes, Exhibit Number 7 is the structural cross-section



      6      that parallels the previous exhibit.  The ARB line extends



      7      from the left to the Northwest to the Southeast on the right.



      8      It goes through the proposed Northwest Goodway Field, the new



      9      discovery, and it shows the relationship to the offset



     10      Goodway Field.  The Goodway Field is the Coffin Well 14-10



     11      and I am showing the structural closure and I have



     12      highlighted with blue dashed lines in the Goodway Field a



     13      gas/water contact of 13,555.  That was taken from Mr. Cox's



     14      exhibit for Docket No.  6-20-11-05 and I believe that that



     15      was taken from the White 14-7 Well which can be seen between



     16      these two, and as you can see is evident the Northwest



     17      Goodway Field at the discovery in the Johnson Well occurs at



     18      a lower structural position than the gas/water contact in the



     19      Goodway.  These are separate, distinct fields with a saddle



     20      in between, and so they are separate.  And the subsea true



     21      vertical depth of the accumulation in the Johnson 14-3 is



     22      shown that it is appropriate subsea depth of 13,568 feet



     23      subsea true vertical depth, as is the lowest possible gas



     24      accumulation of 13,625 which would be the limits of this



     25      reservoir.

�



                                                                         15





      1                   Exhibit Number 8 is Net Pay Isopach Map for the



      2      Smackover Oil Pool for the proposed Northwest Goodway Field.



      3      The zero line is the 13,625-foot structural closure, and what



      4      I am depicting here is -- a contour is ten feet which is --



      5      represents ten feet above that zero line.  The datum for this



      6      map is the structure map, and also the 12 feet of greater --



      7      six percent or greater porosity net pay that occurred in the



      8      discovery well, and this is a net pay isopach map for this



      9      new field discovery.



     10                   If you would turn to Exhibit Number 9, which is



     11      the type log for definition of the Smackover Gas Pool in the



     12      Northwest Goodway Field.  This is using the discovery well



     13      type log, which is a platform express/array induction/gamma



     14      ray/thermal neutron/density/Delta T/PE are all displayed on



     15      this type log.



     16                   The top of the Smackover Gas Pool is defined at



     17      13,969 feet measured depth to a base of the Smackover Gas



     18      Pool at 14,012 feet measured depth in this same well.



     19      Q.      And your last exhibit?



     20      A.      Last exhibit is Number 10, which is the survey plat



     21      prepared by Engineering Service, Incorporated showing the



     22      original drilling unit.



     23                   Today, we are proposing to reform that drilling



     24      unit to a production unit consisting of the North Half of the



     25      Southwest Quarter and the South Half of the Southwest Quarter
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      1      of the two respective sections.  The bottomhole location



      2      would occur at 878 feet from the South line and 1,078 feet



      3      from the West line -- I'm sorry, from the East line, and so



      4      there is no exceptional location, but this is an irregular



      5      split unit as the structure was discovered crossing the



      6      section line.



      7      Q.      Thank you.  In your opinion, would the granting of



      8      the petition prevent waste and protect correlative rights?



      9      A.      Yes, it will.



     10      Q.      Thank you.



     11                  MR. TYRA:  Mr. Hanby, I'll ask you the same



     12       question I have asked Mr. Wood.  Have you previously



     13       testified before this Board?



     14                  MR. HANBY:  Yes, sir, I have.



     15                  MR. TYRA:  As a petroleum engineer; is that



     16       correct?



     17                  MR. HANBY:  Yes, sir.



     18                  MR. TYRA:  And your affidavit of qualifications



     19       is on file; is that correct?



     20                  MR. HANBY:  It is.



     21                  MR. TYRA:  Are you familiar with the allegations



     22       of the petitions that were filed in this matter?



     23                  MR. HANBY:  Yes, sir.



     24                  MR. TYRA:  And have you prepared exhibits in



     25       support of those allegations as well?
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      1                  MR. HANBY:  Yes, sir, I have.



      2                  MR. TYRA:  I would ask that Mr. Hanby be



      3       recognized as an expert petroleum engineer.



      4                  MR. ROGERS:  He is so recognized.



      5



      6                          KEN HANBY,



      7  having been first duly sworn, was examined and testified



      8  as follows:



      9



     10  (ITEMS 10 & 11) DIRECT EXAMINATION BY MR. TYRA:



     11      Q.      Mr. Hanby, if you will, turn to your OGB-9 which is



     12      Exhibit 11 and tell us what this shows.



     13      A.      Exhibit 11 is a copy of the form OGB-9 filed on the



     14      first production test and I have highlighted certain things



     15      on there, including the operator and the well name.  The well



     16      was perforated from 13,970 to 13,990 feet and was initially



     17      tested on July 30th of 2013 for a 24-hour period.  You will



     18      see the flow rates have produced at 925 Mcf of gas per day,



     19      232 barrels of condensate with a flowing tubing pressure of



     20      1,992 psi, exhibiting a gas/liquid ratio of 3,987.



     21      Q.      Okay, sir.  And then your PVT test on Exhibit 12?



     22      A.      Yes, sir.  Exhibit 12 shows pertinent data from the



     23      PVT study.  I have also highlighted on this pertinent



     24      information.  The sample was collected on July 18th of 2013.



     25      The production information for the time during testing is
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      1      highlighted.  And then in the results summary, it shows that



      2      the analysis in the laboratory was an undersaturated gas.  It



      3      exhibited a retrograde dew point at 3,905 psig.  Bottomhole



      4      pressure was conducted resulting in an initial bottomhole



      5      pressure of 6,000 pounds.  And the reservoir temperature is



      6      251 degrees.  This is a gas reservoir and it is at virgin



      7      condition based on the pressure survey that was conducted.



      8      Q.      Okay, sir.  And finally, your Exhibit 13?



      9      A.      The last exhibit, Exhibit 13 shows the production



     10      data on the well.  There is three curves on here.  The first



     11      being the gas production is shown in red.  The condensate



     12      production is shown in green, and the flowing tubing pressure



     13      is shown in black.  It also shows the period of time when the



     14      well was shut in to conduct the bottomhole pressure test.



     15      The well currently is producing about 9,000 Mcf of gas and a



     16      lot more than 200 barrels of condensate a day.



     17      Q.      Okay, sir.  In your opinion, would the granting of



     18      the petition establishing this field and reforming the unit



     19      prevent waste and protect correlative rights?



     20      A.      Yes, sir, it would.



     21                  MR. TYRA:  I would ask the exhibits to the



     22       testimony of Mr. Wood and Mr. Hanby be made a part of the



     23       record.



     24               (Whereupon, (Items 10 & 11) Exhibits 1-13



     25               were offered into evidence.)
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      1                  MR. ROGERS:  All the exhibits are admitted.



      2               (Whereupon, (Items 10 & 11) Exhibits 1-13, A



      3               & B were received into evidence.)



      4                  MR. TYRA:  That is our presentation.  We do



      5       tender the witnesses for any questions at this time.



      6                  MR. ROGERS:  Just for the record, the exhibits



      7       in the exhibit book and the confidential exhibits, they are



      8       Exhibits 1 through 13, The Affidavit of Notice is Exhibit A



      9       and the Affidavit of Confidentiality is Exhibit B.



     10                  DR. BOLIN:  The Staff has no questions.



     11                  MR. ROGERS:  The only question I have is you



     12       stated this, state this, Mr. Wood, that the reservoir is



     13       encompassed -- is this correct, that the reservoir is



     14       encompassed within the proposed unit?



     15                  MR. WOOD:  Yes, sir, it is.



     16                  MR. ROGERS:  Anything else, Mr. Tyra?



     17                  MR. TYRA:  Just clarify that the confidential



     18       exhibits are 4, 5, and 6 and the rest of the Exhibits, 1



     19       through 13, are the regular exhibits.  And with your



     20       permission, I'll collect those confidential exhibits.



     21                  MR. ROGERS:  Correct, and you can collect those



     22       exhibits.



     23                   The Staff will review the evidence and make a



     24       recommendation to the Board.



     25                   The next item is Item 12, Docket No.
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      1       9-10-13-06A, petition by Land & Natural Resource



      2       Development, Incorporated.



      3                  MR. WATSON:  Mr. Rogers, I have one witness.  I



      4       would like to have him sworn in, please, sir.



      5                  MR. ROGERS:  State your name and address.



      6                  MR. HIGGINBOTHAM:  David Higginbotham,



      7       Tuscaloosa, Alabama.



      8         (The Hearing Officer swears in the witness.)



      9                  MR. WATSON:  Mr. Rogers, I have pre-filed an



     10       Affidavit of Notice in this matter wherein we have noticed



     11       all working and royalty interest owners in the Southeast



     12       Quarter of the Southeast Quarter of Section 27 in Pickens



     13       County, Alabama and --



     14                  MR. ROGERS:  The Affidavit of Notice is



     15       admitted.  Go ahead, Mr. Watson.



     16               (Whereupon, (Item 12) Affidavit of Notice was



     17               received into evidence.)



     18                  MR. WATSON:  And the operators of record in this



     19       field.



     20                  MR. ROGERS:  The Affidavit of Notice is



     21       admitted.



     22                  MR. WATSON:  We are asking the Board in this



     23       particular petition, Mr. Rogers, to amend Rule 1 of the



     24       Special Field Rules for the Chicken Swamp Branch Oil Field



     25       in Pickens County to add the Southeast Quarter of Section
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      1       27, Township 18 South, Range 15 West, Pickens County,



      2       Alabama to the field and to establish a Southeast Quarter of



      3       the Southeast Quarter of said Section 27 as a permanent



      4       production unit for the L.P. McGahey 27-16 No. 1 Well.



      5                   My witness, David Higginbotham, has appeared



      6       before you and has on file an affidavit of his



      7       qualifications as a petroleum geologist.



      8                   Mr. Higginbotham, are you familiar with the



      9       petition that has been called for hearing today?



     10                  MR. HIGGINBOTHAM:  Yes, I am.



     11                  MR. WATSON:  And have you prepared exhibits in



     12       support of the petition?



     13                  MR. HIGGINBOTHAM:  Yes, I have.



     14                  MR. WATSON:  I have handed those up to the



     15       Board.  Mr. Rogers, I tender Mr. Higginbotham as an expert



     16       petroleum geologist for giving testimony on this item.



     17                  MR. ROGERS:  He is recognized as an expert.



     18



     19



     20                      DAVID HIGGINBOTHAM,



     21  having been first duly sworn, was examined and testified



     22  as follows:



     23



     24  (ITEM 12) DIRECT EXAMINATION BY MR. WATSON:



     25      Q.      If you would turn in your exhibit booklet,
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      1      Mr. Higginbotham, to the first exhibit.  Describe to the



      2      Board what is shown there, please, sir, or the Staff.



      3      A.      If you will please turn to Exhibit Number 1, Exhibit



      4      Number 1 is a well location plat.  The scale is one inch



      5      equals 1,000 feet.  Outlined in red is the production unit



      6      for the McGahey 27-16 No. 1 Well.  Outlined in blue is the



      7      proposed addition to the Chicken Swamp Branch Oil Field, and



      8      this consists -- the proposed addition will consist of the



      9      Southeast Quarter of Section 27.



     10      Q.      All right, sir.  Look at your Exhibit Number 2,



     11      Mr. Higginbotham, and describe the information shown on that



     12      exhibit, please.



     13      A.      Exhibit Number 2 is a structure contour map on top of



     14      the Penn A Sand.  Superimposed upon that is an Isopach map of



     15      the Penn A Sand.  Also listed on this is a line of



     16      cross-section A - A'.



     17                   First, I'll address the structure map.  The



     18      scale is one inch equals 1,000 feet.  The contour interval on



     19      the structure map is one inch is 50 feet, 50-foot contours.



     20      Next to each well is listed the structural position of the



     21      top of the Penn A Sand.  Next to each well is also listed the



     22      values for how much actual sand was there used to making the



     23      Isopach map, the gross amount of Penn A Sand is listed at the



     24      top, and then below that is listed the feet of permeability



     25      as defined by microlog separations.  Outlined in purple is
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      1      the existing Chicken Swamp Branch Field limits.  And over to



      2      the West outlined in a bluer color is the proposed addition



      3      to the Chicken Swamp Branch Field.  The trap on the Chicken



      4      Swamp Branch Field is a Northwest/Southeast trending down to



      5      the Northeast normal fault.  The structure dips off to the



      6      West and the Penn A Sand is -- shows that there is 40 feet of



      7      sand in all -- more than 40 feet of sand in all the wells.



      8      Q.      I believe if I could correct one thing, this is



      9      showing a portion of the Chicken Swamp Branch Field.  We will



     10      have the full field shown in our Exhibit Number 6.  You have



     11      zeroed in on the area that is the subject of this hearing to



     12      add the Southeast Quarter of 27 and the geology as it relates



     13      to that and the McGahey Well on this exhibit; is that



     14      correct?



     15      A.      Right, that is correct.



     16      Q.      All right, sir.  Go to your next Exhibit Number 3,



     17      Mr. Higginbotham.  Tell us what is shown on that exhibit.



     18      A.      Exhibit Number 3 is a type log for the productive



     19      McGahey 27-16 Well.  This is the well that we wish to add to



     20      the Chicken Swamp Branch Field.  This log is a microlog.  It



     21      illustrates the permeability.  Listed on the log are the



     22      zones within the sand that were perforated, and this well was



     23      later fracked and it is presently producing oil.



     24      Q.      All right, sir.  So you have two zones here that you



     25      have perforated as shown on this Exhibit Number 3; is that
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      1      correct?



      2      A.      That is correct.



      3      Q.      All right.  Look at the next exhibit,



      4      Mr. Higginbotham, Exhibit 4, your OGB-9.



      5      A.      Exhibit 4 is an OGB-9 and this lists the first



      6      production that was turned in to the Board on the McGahey



      7      Well.  This illustrates that the McGahey Well tested



      8      initially 27 barrels of oil per day.



      9      Q.      All right, sir.  Is there any water production from



     10      this well?



     11      A.      Yes, sir.



     12      Q.      Okay.



     13      A.      The well makes approximately 50 percent water.



     14      Q.      All right.  Let's look at your next exhibit which is



     15      your line of cross-section A - A'.



     16      A.      The next exhibit is a line of cross-section A - A'.



     17      The line of cross-section is shown on the structure contour



     18      map.  This is a structural cross-section on top of the Penn A



     19      Sand.  This also illustrates the stratigraphic continuity of



     20      the Penn A Sand and it illustrates that the structure of the



     21      Penn A Sand is a West-dipping monocline off a trapping



     22      Northwest/Southeast trending down to the Northeast normal



     23      fault.



     24                   For each well listed, the McGahey 27-16 the



     25      McGahey 26-13 and the Elliott 26-14, for each well labeled is
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      1      the top of the Penn A Sand and the base of the Penn A Sand.



      2      The thickness of the Penn A Sand is graphically illustrated



      3      on the cross-section.  The subsea tops are given for each



      4      well and the subsea base is given for each well.  Again, this



      5      cross-section illustrates the stratigraphic continuity of the



      6      three wells in question.  The two wells, the Elliott and



      7      McGahey, are currently in the existing Chicken Swamp Branch



      8      Field, and the cross-section, the structure map and the



      9      Isopach map illustrate that the McGahey 27-16 is indeed a



     10      productive extension of the oil pool in the Chicken Swamp



     11      Branch Field.



     12      Q.      All right, sir.  Now, Mr. Higginbotham, this



     13      cross-section in your Exhibit Number 5, in preparing this



     14      cross-section, you did not use the log section, but you



     15      represent what you have just testified to graphically, but



     16      you have prepared a log section using the logs, the actual



     17      logs on these wells, have you not?



     18      A.      Yes, sir, I have got log sections here and I have



     19      also got with me the complete original logs on all three



     20      wells.



     21      Q.      All right.



     22                  MR. WATSON:  I'm going to hand up one of these



     23       log sections.  And, Mr. Rogers, I'm going to ask that you



     24       mark this either as Exhibit 5A or exhibit -- the last



     25       exhibit we have is Exhibit 6.  You can mark this as
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      1       Exhibit 7.



      2                  MR. ROGERS:  All right.  We will mark it as



      3       Exhibit 7.  This is a log from each well?



      4                  MR. WATSON:  This is the log from all three of



      5       the wells that we just testified to.



      6                  MR. ROGERS:  Oh, I see.



      7                  MR. HIGGINBOTHAM:  Everything on the



      8       cross-section is -- comes straight off of the logs.



      9                  MR. ROGERS:  All right.  These are the logs from



     10       these three wells.  They will be marked for identification



     11       as Exhibit 7.



     12      Q.      (BY MR. WATSON:)  And what you have done in this



     13      Exhibit 7, Mr. Higginbotham, is simply take the log section



     14      itself and mark the Penn A Sand as it runs across just like



     15      you have shown on this Exhibit Number 5; is that correct?



     16      A.      That is correct.



     17      Q.      All right, sir.  Let's go to your next exhibit,



     18      Exhibit Number 6, this is the Board's field map of Chicken



     19      Swamp Branch Oil Field and it shows on here, does it not, the



     20      160-acres being the Southeast Quarter of Section 27 that we



     21      proposed to add to the Chicken Swamp Branch Field?



     22      A.      Yes, sir, that is correct.



     23      Q.      It also shows the 40-acre unit for the McGahey Well



     24      being the Southeast Quarter of the Southeast Quarter of



     25      Section 27?
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      1      A.      Yes, sir.



      2      Q.      I also see on this map as is indicated on your



      3      Exhibit Number 1, another well in the Southeast Quarter, the



      4      Prater 27-15 Well.  Tell us about that well.



      5      A.      We drilled that well about three weeks ago.  We



      6      logged it, we cored it, we set pipe, we perforated it, we



      7      fracked it and we are currently running a bottomhole pressure



      8      test.  And the logs on that well in the cores are currently



      9      being held confidential by the State in accordance with the



     10      rules of the Oil and Gas Board.



     11      Q.      Is that well, in your opinion, a part of the Penn A



     12      Sand and will it be when it is declared as such a part of the



     13      Chicken Swamp Branch Oil Field?



     14      A.      Absolutely.



     15                  MR. WATSON:  Mr. Rogers, I would ask that you



     16       receive into evidence Exhibits 1 through 7 to the testimony



     17       of Mr. Higginbotham.



     18               (Whereupon, (Item 12) Exhibits 1-7 were



     19               offered into evidence.)



     20                  MR. ROGERS:  The exhibits are admitted.



     21               (Whereupon, (Item 12) Exhibits 1-7 were



     22               received into evidence.)



     23      Q.      Mr. Higginbotham, if the Staff sees fit to recommend



     24      the approval of our petition to the Board amending the field



     25      limits and declaring the L.P. McGahey 27-16 No. 1 Well as a
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      1      production unit, will that promote orderly development in the



      2      Chicken Swamp Branch Field, prevent waste and protect



      3      correlative rights?



      4      A.      Yes, sir.



      5      Q.      So this field is still in a developmental stage in a



      6      highly competitive situation, a lot of activity around this



      7      field; is that correct?



      8      A.      That is correct.



      9                  MR. WATSON:  I tender my witness to you,



     10       Mr. Rogers, and members of the Staff for any questions you



     11       have.



     12                  MR. ROGERS:  Just a note here, that the



     13       Affidavit of Notice is admitted and that is Exhibit A.



     14               (Whereupon, (Item 12) Affidavit of Notice was



     15               received into evidence.)



     16                  MR. WATSON:  All right, sir.



     17                  MR. ROGERS:  Any questions from the Staff?  Mr.



     18       McQuillan?



     19                  MR. MCQUILLAN:  Mr. Higginbotham, in your



     20       exhibits -- let's see.  The Exhibit 2 and 3 and 5 and



     21       perhaps 5A and 7, you refer to the Penn A Sand.  Now, in the



     22       Special Field Rules for this field, it defines the pool as



     23       the Pottsville A Sand Oil Pool shall mean those strata of



     24       the Pottsville A Sand productive of hydrocarbons.  Is the



     25       Penn A Sand in your exhibits the same as the Pottsville A
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      1       sand in the Special Field Rules?



      2                  MR. HIGGINBOTHAM:  Yes, sir, the Penn A Sand is



      3       simply an acronym or a shortened industry nomenclature term



      4       used to describe the Pennsylvania Pottsville A Sand,



      5       Pennsylvania and Pottsville A Sand.



      6                  MR. MCQUILLAN:  Thank you.



      7                  MR. ROGERS:  The question is:  You have noted



      8       the Prater 27-15 with just a circle.  That is the well that



      9       you discussed that was drilled recently; is that right,



     10       Mr. Higginbotham?



     11                  MR. HIGGINBOTHAM:  Yes, sir.



     12                  MR. ROGERS:  Any other questions from the Staff?



     13                   (No response.)



     14                  DR. BOLIN:  Mr. Higginbotham, in regard to the



     15       Prater 27-15, that was the one you were indicating has been



     16       tested; is that correct?



     17                  MR. HIGGINBOTHAM:  We logged it about three



     18       weeks ago, we cored it, we set pipe, we perforated it, we



     19       fracked it, and we presently are running bottomhole pressure



     20       tests on it.



     21                  DR. BOLIN:  But you have -- not conducted an



     22       official test?



     23                  MR. HIGGINBOTHAM:  No, right after -- what we do



     24       is right after we frac these wells, we swab it for a couple



     25       of days and then shut it in and then take a bottomhole
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      1       pressure and then put a pump on it and then pump all the



      2       frac fluid off and then get a test.



      3                  DR. BOLIN:  And on the basis of your setting



      4       pipe, I would assume that you would consider the well -- you



      5       anticipate the well to be productive?



      6                  MR. HIGGINBOTHAM:  Yes, sir.



      7                  DR. BOLIN:  In the same sand, the Pottsville A



      8       Sand?



      9                  MR. HIGGINBOTHAM:  Right.  And actually, I



     10       didn't put the values of the sand on the well because the



     11       well is being held confidential.  But when those values are



     12       put onto the map, it will fit precisely.



     13                  DR. BOLIN:  Can you tell me with the area to the



     14       North of the Prater and the McGahey 27-16 Well that you are



     15       asking to be added to the field at this time, do you



     16       anticipate drilling additional wells in that area?



     17                  MR. HIGGINBOTHAM:  Yes, sir, for sure.



     18                  DR. BOLIN:  That is all the questions we have.



     19                  MR. ROGERS:  Anything else, Mr. Watson?



     20                  MR. WATSON:  That is all we have.



     21                  MR. ROGERS:  The Staff will review the evidence



     22       and make a recommendation to the board.  Thank you.



     23                   The next item is Item 13, Docket No.



     24       9-10-13-07, petition by Ventex Operating Corporation.



     25                  MR. WATSON:  Mr. Rogers, I have one witness to
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      1       be sworn in.



      2                  MR. ROGERS:  State your name and address.



      3                  MR. SKIDMORE:  David Skidmore, Dallas, Texas.



      4         (The Hearing Officer swears in the witness.)



      5                  MR. WATSON:  These are confidential



      6       (indicating).  Mr. Rogers, this is a petition by Ventex



      7       Operating Corporation asking the Board to approve a



      8       nongovernmental exceptional 40-acre Wildcat Drilling Unit



      9       for the proposed Craft-Brown 20-13 No. 1 Well consisting of



     10       the East Half of the Southeast Quarter of the Southeast



     11       Quarter of Section 19 and the West Half of the Southwest



     12       Quarter of the Southeast Quarter of Section 20, Township 5



     13       North, Range 5 East in Monroe County, Alabama as an



     14       exception to Rule 400-1-2.02(2)(a) of the Administrative



     15       Code.



     16                   My witness is David Skidmore who has on file an



     17       affidavit of his qualifications as a petroleum geologist.



     18       Mr. Skidmore, have you prepared exhibits in support of this



     19       petition that I have just outlined?



     20                  MR. SKIDMORE:  I have.



     21                  MR. WATSON:  I tender him as an expert witness



     22       for giving testimony in this item, Mr. Rogers.



     23                  MR. ROGERS:  He is so recognized.



     24



     25                        DAVID SKIDMORE,
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      1  having been first duly sworn, was examined and testified



      2  as follows:



      3



      4  (ITEM 13) DIRECT EXAMINATION BY MR. WATSON:



      5      Q.      All right.  Mr. Skidmore, turn to your first exhibit



      6      and tell us what that exhibit is and describe the information



      7      shown on it, please, sir.



      8      A.      Exhibit 1 is a survey plat prepared by Engineering



      9      Services.  It shows the Sections 19 and 20 in Township 5,



     10      Range 5 North and 5 East.  It shows the surface location of



     11      our proposed well and the bottomhole location, likewise, of



     12      the proposed Craft-Brown 20-13 No. 1 Well, surface location



     13      being in generally the Southeast corner of Section 19 with



     14      the bottomhole location being in the Southwest corner of



     15      Section 20.



     16                   Also shown in a red outline around a 40-acre



     17      proposed drilling unit is the West Half of the Southwest of



     18      the Southwest of 20 and then the East Half of the Southeast



     19      of the Southeast of 19.  Distances to the respective section



     20      lines are also annotated on the plat as well.



     21      Q.      Mr. Skidmore, is it your information from your land



     22      department that the South Half of Section 19 and the South



     23      Half of Section 20 are all common ownership by Cedar Creek



     24      Land & Timber Company?



     25      A.      That is correct.
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      1      Q.      All right, sir.  Turn to your Exhibit Number 2,



      2      please, sir.  Tell us what the exhibit is and describe the



      3      information that you are showing on that exhibit, please,



      4      sir.



      5      A.      Exhibit 2 is a structure contour map on top of the



      6      Smackover formation, scale of one inch equal 1,000 feet,



      7      contour interval of 50 feet.  This map is derived from



      8      integration of a 3D seismic volume that we shot last year.



      9      We shot several hundred square miles of data and this



     10      prospective structure is not in the perimeter, but generally



     11      in the middle of the data volume.  And so we have taken that



     12      seismic data and integrated the subsurface data throughout



     13      the data volume and come up with a Smackover depth map which



     14      is presented here as the structural depth map on top of the



     15      Smackover.



     16                   One well penetration in these four sections is



     17      shown to the South.  It's the Amoco Brown Foundation Well



     18      intercepted the top of the Smackover at minus 13,762 feet



     19      subsea.  The contour interval again is 50 feet and you can



     20      see from the Amoco Well, which is drilled on a structural



     21      nose, as you move to the North and go through a syncline and



     22      then come up on anticlinal feature which is what we intend to



     23      test at the apex with the drilling of our Craft-Brown 20-13



     24      Well.



     25                   We anticipate that we will be structurally high
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      1      to the Amoco Brown Foundation Well which was a dry hole in



      2      the Smackover.  Also shown on this cross-section are two --



      3      or, excuse me, on the structure map are two lines of



      4      cross-section, an A - A' and B - B'.



      5                   The following Exhibit Number 3 will be a



      6      structural cross-section incorporating the Amoco Brown log



      7      with our proposed location, and then we have two seismic



      8      sections that have been extracted from the 3D data volume,



      9      one also along the same line as the structural cross-section,



     10      the geological section for A -A', and then B - B' is an



     11      East/West seismic line through the structure.  Those will



     12      demonstrate clearly that it's an anticlinal structure



     13      separate from the Amoco Well.



     14                  MR. WATSON:  At this point and before we get to



     15       those seismic exhibits, Mr. Rogers, I have pre-filed an



     16       affidavit requesting that the seismic lines be kept



     17       confidential.  I would ask that you rule that those lines



     18       when we get to those two exhibits, 4 and 5, are, in fact,



     19       confidential and not available to the public?



     20                  MR. ROGERS:  The Affidavit of Confidentially is



     21       admitted and the Staff -- the Hearing Officer rules that



     22       these exhibits are confidential and proprietary and



     23       unavailable for public disclosure.



     24      Q.      (BY MR. WATSON:)  All right, sir.  Let's go to your



     25      next line.  This is a graphic line of cross-section, your
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      1      Exhibit Number 3, Mr. Skidmore.



      2      A.      A geological cross-section simply incorporating the



      3      well log of the Amoco Brown Foundation and our proposed



      4      location.  Annotated on the Amoco Well are the correlation



      5      markers for Haynesville Marker, it's not the top of the



      6      Haynesville section but a correlative marker that we are able



      7      to find in the wellbores and correlate around the top of the



      8      Buckner section, and then the top of the Smackover again



      9      shown at minus 13,762 subsea in the Amoco Brown Foundation



     10      29-13 Well.



     11                   As you move from the Brown Foundation Well on



     12      the right, you move to the North.  You go through a syncline



     13      approximately equal distance between that wellbore and our



     14      proposed location.  And as depicted, based on the seismic,



     15      you come up on to an anticlinal feature that we would test at



     16      the apex of that structure with our proposed Craft-Brown



     17      Well.  As you continue to the North, you fall off structure



     18      and dip off to the North.



     19      Q.      All right.  Let's go now to your Exhibit 4 which is



     20      the first confidential seismic line that demonstrates through



     21      the 3D seismic tool what you have shown here graphically.  So



     22      describe the seismic line on Exhibit 4.



     23      A.      This line is again along the line of section that is



     24      on Exhibit 2.  It's A - A' and so it's generally North/South



     25      seismic line going through the Brown Foundation Well which is

�



                                                                         36





      1      shown on the right-hand side of Exhibit 4.  The dark seismic



      2      peak amplitude at approximately 2.7 seconds is the top of the



      3      Smackover.  Again, that is derived from interfacing all of



      4      the well data with our seismic data.



      5                   So as you go from the Amoco Well to the North,



      6      you go -- dip to the North into a syncline and then that



      7      syncline turns around and you gain structure then back to our



      8      proposed location.  As you continue North, you fall off of



      9      the apex of the structure again to North dip.



     10                   So clearly at our proposed location as shown on



     11      that section, we are anticipating to drill the apex at the



     12      top of the structure which is a necessity for asking for an



     13      exceptional unit.



     14      Q.      All right, sir.  And your Exhibit Number 5?



     15      A.      Exhibit 5 is an East/West cross-section again shown



     16      on the structure map, Exhibit 2, it's B - B' and it's simply



     17      a seismic line through the apex of the structure running



     18      East/West.  The tie line is shown in red which also is



     19      coincident with our location of the proposed Brown Well,



     20      Craft-Brown.  And, again, that shows clearly that the



     21      location that we anticipate drilling is at the apex of the



     22      structure.



     23      Q.      All right, sir.  Now, looking at your Exhibit 2 in



     24      these seismic lines 4 and 5, if you were to drill this well,



     25      the Craft-Brown Well at a regular governmental quarter
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      1      quarter section, it would be, it looks to me like a pretty



      2      extreme exceptional location; is that correct?



      3      A.      That is correct.



      4      Q.      Would it be off the apex of the structure, of course;



      5      is that correct?



      6      A.      Well, if we were to move the location to the -- to a



      7      legal location, then, yes, we would be losing structural --



      8      losing structural position from the apex of the structure as



      9      we have it interpreted.



     10      Q.      So this is based on information you have from the 3D,



     11      this is the optimum geological point from which to test this



     12      structure?



     13      A.      That is correct.



     14      Q.      And then the 40-acre split unit is necessary to put



     15      this well somewhat at a legal location on a split unit,



     16      correct?



     17      A.      That is correct, and it places the wellbore



     18      approximately in the East to West geographic center of that



     19      proposed unit.



     20      Q.      So tell us, Mr. Skidmore, should this well be



     21      completed as a commercial producer, you, of course, would



     22      have to come back to this Board to ask for a production unit.



     23      Can you kind of tell us based on this structure and the



     24      pre-drill information that you have how you might propose an



     25      ultimate production unit assuming 160 acres?
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      1      A.      Yes.  We would take certainly the data that we gained



      2      from drilling this well, the well data, and assuming it is



      3      productive, core data and the well test data, we would take



      4      the new point of subsurface control, reincorporate that into



      5      our seismic interpretation, tie in our seismic and our sonic



      6      logs from the wellbore, and the structural interpretation we



      7      do not anticipate would change substantially.  We would



      8      reintegrate that new data.  And based upon the oil column



      9      that we see in that wellbore and well test data, we would



     10      propose to form a unit that would cover the productive area



     11      of this structure.



     12      Q.      And if that 160-acre unit would not cover the



     13      productive area after the new information comes in, then you



     14      would have at your option, assuming that we could meet the



     15      statutory obligations, up to a 240-acre unit to encompass all



     16      of the structure for potentially productive structure?



     17      A.      Yes, that is correct.  The maximum closure on this



     18      structure encapsulates approximately 200 acres of maximum



     19      closure within the contours.  And so that would be the



     20      maximum size of the structure that we would anticipate if we



     21      are lucky enough that it would be full to the spill point.



     22      Q.      And just in case there could be some hanging out, and



     23      I use the term "hanging out," beyond the limits of the



     24      production unit, the area is in common ownership and you have



     25      leases on the entire area; is that right?
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      1      A.      That is correct, in those two sections.



      2      Q.      All right, sir.



      3                  MR. WATSON:  Mr. Rogers, I would ask that you



      4       receive into the record of this hearing Exhibits 1 through 5



      5       to the testimony of Mr. Skidmore.



      6               (Whereupon, (Item 13) Exhibits 1-5 were



      7               offered into evidence.)



      8                  MR. ROGERS:  The exhibits are admitted.



      9               (Whereupon, (Item 13) Exhibits 1-5 were



     10               received into evidence.)



     11      Q.      (BY MR. WATSON:)  Mr. Skidmore, would the granting of



     12      this petition promote orderly development, prevent waste and



     13      protect correlative rights?



     14      A.      Yes, it would.



     15                  MR. WATSON:  I tender my witness to you for any



     16       questions you have, Mr. Rogers, and the Staff.



     17                  MR. ROGERS:  The Affidavit of Confidentially is



     18       admitted as Exhibit B and the Affidavit of Notice is



     19       admitted as Exhibit A.  One question I had, Mr. Watson, with



     20       all these people here, I'm a little confused now, common



     21       ownership, these are --



     22                  MR. WATSON:  We gave a larger area.  We noticed



     23       a larger area and some to the South of this proposed unit.



     24                  MR. ROGERS:  But the South Half of each section



     25       is --
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      1                  MR. WATSON:  Common.



      2                  MR. ROGERS:  -- owned by?



      3                  MR. WATSON:  Cedar Creek Land & Timber.  When



      4       you get down in Sections 29 and 30, it's diverse.



      5                  MR. ROGERS:  All right.  Well, I just need to



      6       say that we don't want to -- we will just have to look at



      7       the evidence to consider the unit at the time.  We



      8       understand that you are asking for this unit because the



      9       optimum location would be an extreme exceptional location if



     10       it were on a regular unit, but we don't want to any way



     11       assume that your statements that they are accepted at this



     12       hearing, you understand that, Mr. Watson?



     13                  MR. WATSON:  As far as the ultimate unit?



     14                  MR. ROGERS:  As far as the ultimate unit.



     15                  MR. WATSON:  Yes, sir.  We were just giving you



     16       some idea about what we would be looking at should it be



     17       successful.



     18                  MR. ROGERS:  All right.



     19                  MR. WATSON:  And many of these people listed on



     20       this are working interest owners.  We noticed working and



     21       royalty.



     22                  MR. ROGERS:  So the same identical working



     23       interest is in both of the sections, South Half of Section



     24       19 and South Half of 20 and the same -- in the same



     25       percentages?
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      1                  MR. SKIDMORE:  Yes.  Working interest owners is



      2       common in all four of those sections.



      3                  MR. ROGERS:  All right.  Well, we just don't



      4       need to -- I don't think we need to get into that anymore



      5       about whether you are required to drill two wells if you



      6       can't get your productive area within the 160 or the 240,



      7       and so we don't want to give any indication that we support



      8       that.  We just want to tell you that depending on the



      9       evidence, you will come back to the Board for a unit -- and



     10       the normal process, if you decide to go with a large unit,



     11       you will have to petition the Board for a production unit



     12       and then come back and enlarge that.



     13                  MR. WATSON:  Absolutely.  We are not trying to



     14       prejudge anything.  We were just kind of giving you our idea



     15       there.



     16                  MR. ROGERS:  We appreciate that.  Any questions



     17       from the Staff?



     18                  DR. BOLIN:  No questions.



     19                  MR. ROGERS:  Anything else, Mr. Watson?



     20                  MR. WATSON:  That is all we have.



     21                  MR. ROGERS:  The Staff will review the evidence



     22       and make a recommendation to the Board.



     23                  MR. WATSON:  Mr. Skidmore reminds me, Dr. Bolin



     24       and Kirk, that we are currently drilling the Laurie well



     25       close to this well.  And as soon as that well finishes, it's
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      1       moved to this well.  So time is kind of in the essence on



      2       the permitting.  We understand you have got to make a



      3       recommendation to the Board, but we plan to move a rig on



      4       within the next two weeks if the Board approves it.



      5                  MR. MCQUILLAN:  That shouldn't be a problem.



      6                  MR. ROGERS:  The next item is 15, Docket No.



      7       9-10-13-09, petition by JL Resources, LLC.



      8                  MR. TYRA:  Mr. Rogers, I have one witness to be



      9       sworn in, please.



     10                  MR. HALE:  Steve Hale, San Antonio.



     11        (The Hearing Officer swears in the witness.)



     12                  MR. TYRA:  Mr. Rogers, I'm John Tyra here on



     13       behalf of JL Resources, LLC.  We have filed a petition



     14       asking this Board to approve an exceptional 40-acre drilling



     15       unit for the proposed James A. Bell 5, No. 1 Well.  The



     16       exceptional unit is nongovernmental.  It is to consist of



     17       the South Half of the Northeast Quarter of the Northeast



     18       Quarter and the North Half of the Southeast Quarter of the



     19       Northeast Quarter of Section 5, Township 11 North, Range 4



     20       West in Choctaw County, Alabama.



     21                   This would be an exception to Rule



     22       400-1-2-.02(2)(a) of the State Oil and Gas Board of Alabama



     23       Administrative Code.  I have one witness who has been sworn



     24       in, Mr. Steve Hale.  Have you previously testified before



     25       this Board, sir?
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      1                  MR. HALE:  Yes, sir, I have.



      2                  MR. TYRA:  And your Affidavit of Qualifications



      3       is on file with the Board; is that correct?



      4                  MR. HALE:  Yes, sir.



      5                  MR. TYRA:  Are you familiar with the petition



      6       that has been filed in this matter and the allegations made



      7       therein?



      8                  MR. HALE:  Yes, I am.



      9                  MR. TYRA:  Have you prepared exhibits in support



     10       of that petition?



     11                  MR. HALE:  Yes.



     12                  MR. TYRA:  I tender Mr. Hale as an expert



     13       petroleum geologist.



     14                  MR. ROGERS:  He is so recognized.



     15



     16                          STEVE HALE,



     17  having been first duly sworn, was examined and testified



     18  as follows:



     19



     20  (ITEM 13) DIRECT EXAMINATION BY MR. TYRA:



     21      Q.      If you would, turn to your exhibits, Exhibit 1 and



     22      explain what that shows, please.



     23      A.      This is just referencing our proposed 40-acre



     24      exceptional unit Section 5, 11 North, 4 West in Western



     25      Choctaw County.  Also shows our proposed location and it
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      1      includes the -- some of the control that we are keying off



      2      of, the Esenjay Bell 5-8 Well to the South of us and the



      3      recently drilled Alta Mesa Harrell-Carney Well back up to the



      4      Northeast.



      5                  MR. TYRA:  All right, sir.  Before we go any



      6       further, I have previously filed an Affidavit of Notice in



      7       this matter, Mr. Rogers.  We gave notice to everyone in the



      8       Northeast Quarter of Section 5, Township 11 North, Range 4



      9       West upon the directions of this Board.  I would like for



     10       that Affidavit of Notice to be made a part of the record.



     11               (Whereupon, (Item 15) Affidavit of Notice was



     12               offered into evidence.)



     13                  MR. ROGERS:  The affidavit is admitted.



     14               (Whereupon, (Item 15) Affidavit of Notice was



     15               received into evidence.)



     16                  MR. TYRA:  I apologize for that interruption.



     17      Q.      (BY MR. TYRA:)  I apologize, Mr. Hale.  If you would,



     18      move to Exhibit 2 and tell us what that is.



     19      A.      This is a time map, a structure map from the 3D data



     20      set on top of our Smackover event.  It's showing our proposed



     21      location, our area of structural closure, also indicates the



     22      position of some faulting that occurs at the crest of this



     23      structure.  You have got one North/South oriented fault that



     24      is down to the West.  Another fault that is East/West



     25      oriented that terminates into the previous fault that is down
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      1      to the South that cuts some section out of our key well, our



      2      Esenjay 5-8 Well.  And also, again, it indicates the position



      3      of our 40-acre unit, our proposed location which would just



      4      be backing away from the previously drilled Esenjay Well, but



      5      still staying in a structurally advantageous unit relative to



      6      our seismically indicated structural closure.



      7                   The exhibit also references a



      8      Northeast/Southwest oriented line of section that is the next



      9      exhibit and shows the structural separation between our area



     10      of interest in Section 5 and the well back up to the



     11      Northeast, the Alta Mesa recently drilled well.



     12      Q.      All right, sir.  Turn to that Exhibit 3.



     13      A.      The next exhibit is running Northeast/Southwest



     14      structural cross-section.  It includes the Texas City No. 1



     15      Bell Unit back down to the South of our location.  It has a



     16      thick Buckner anhydrite section in that well and a thick well



     17      developed Smackover interval.



     18                   The well that we would be keying directly off of



     19      is the Esenjay No. 1 Bell 5-8.  And what you are seeing in



     20      this well is a truncated section within the Smackover



     21      partially faulted out and partially just thinned over the



     22      preMesozoic section that this interval is compactionally



     23      draped across, and then our proposed location which would be



     24      back to the Northeast of the Esenjay Well where we would



     25      anticipate encountering a full section of the Buckner
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      1      anhydrite top seal and Smackover reservoir section.



      2      Q.      So that Bell 5-8 Well, the Esenjay Well, it had oil



      3      shows; is that correct?



      4      A.      It did, but just very limited section.



      5      Q.      All right, sir.



      6                  MR. TYRA:  We have some confidential exhibits



      7       now, Exhibit 4 and 5.  I had previously filed an Affidavit



      8       of Confidentially concerning these matters asking that these



      9       two exhibits be held proprietary and confidential.



     10                  MR. ROGERS:  The Affidavit of Confidentiality is



     11       admitted and the exhibits are ruled to be confidential and



     12       proprietary and unavailable for public disclosure.



     13               (Whereupon, (Item 15) Affidavit of



     14               Confidentiality was received into evidence.)



     15                  MR. TYRA:  Thank you.



     16      Q.      (BY MR. TYRA:)  All right, sir.  If you will, turn to



     17      your Exhibit 4.



     18      A.      Exhibit 4 again just shows our time map at the top of



     19      Smackover where five mil contour interval indicates our area



     20      of structural closure and references the ARB line one and



     21      East/West in an East/West orientation that runs through our



     22      proposed location and continues onto the West and catches



     23      part of the North/South oriented fault down to the West fault



     24      that cross cuts this, the crestal position on this structure,



     25      that is the next exhibit.  And the line indicates the top of
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      1      Smackover as the purple trough and the top of Buckner as the



      2      green peak immediately above it.  And in this view, you can



      3      clearly see the displacement at top of Smackover on one of



      4      the faults that we can pick up with on the data set and then



      5      indicates our proposed location relative to the faulting and



      6      the most advantageous structural crestal position on this



      7      feature.



      8      Q.      So you are looking to drill this well at the apex of



      9      that structure; is that correct?



     10      A.      We would be a slightly off the crestal position in



     11      order to pick up a more complete and porous Smackover section



     12      just with respect to the old Esenjay Well that is back down



     13      to the South of us, but still at it, at close to the crestal



     14      position for -- at Smackover depth.



     15      Q.      So considering all the factors, in your opinion,



     16      would this be the optimum location of the proposed well?



     17      A.      Yes.



     18      Q.      Okay, sir.  If you will, look at Exhibit 6 and



     19      describe what that shows, please.



     20      A.      This is our proposed drilling unit which would give



     21      us our location that is indicated on the previous exhibits



     22      and would also take advantage of the best surface location as



     23      far as logistics and facility.



     24      Q.      Okay, sir.  That plat is showing the proposed



     25      drilling unit as the South Half of the Northeast of the
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      1      Northeast and the North Half of the Southeast of the



      2      Northeast of Section 5; is that correct?



      3      A.      Yes, sir.



      4      Q.      Now, if you were to drill this well on a governmental



      5      quarter quarter as required by the rules consisting of the



      6      Northeast Quarter of the Northeast Quarter you would be



      7      33 feet off of the South line of that Northeast Quarter of



      8      the Northeast Quarter, would you not?



      9      A.      Yes.



     10      Q.      And that is an extremely exceptional location,



     11      correct?



     12      A.      Correct.



     13      Q.      So the purpose of the split unit is to have it at the



     14      optimum geological location and avoiding the extreme



     15      exceptional location that a governmental quarter quarter



     16      would require; is that correct?



     17      A.      Correct.



     18      Q.      In your opinion, would the granting of the petition



     19      prevent waste and protect correlative rights?



     20      A.      Yes.



     21      Q.      Would it also avoid the drilling of unnecessary



     22      wells?



     23      A.      Yes.



     24                  MR. TYRA:  I would ask that the exhibits to the



     25       testimony of Mr. Hale be made a part of record at this time.
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      1               (Whereupon, (Item 15) Exhibits 1-6 were



      2               offered into evidence.)



      3                  MR. ROGERS:  The exhibits are admitted.  And



      4       let's see, they are Exhibits 1 through --



      5                  MR. TYRA:  1 through 6 with Exhibits 4 and 5



      6       being confidential.



      7                  MR. ROGERS:  1 through 6, Exhibits 4 and 5 being



      8       confidential, the Affidavit of Notice will be Exhibit A and



      9       affidavit of confidentiality will be Exhibit B.



     10               (Whereupon, (Item 15, Exhibits 1-6, A and B



     11               were received into evidence.)



     12                  MR. TYRA:  I would tender the witness for any



     13       questions that the Staff or you may have, Mr. Rogers.



     14                  DR. BOLIN:  The Staff has no questions.



     15                  MR. ROGERS:  The only question, just a



     16       clarification, you've testified to this, your interpretation



     17       there is potential communication from the Bell Well and the



     18       proposed well, communication there?



     19                  MR. HALE:  Very limited.  They lost essentially



     20       all of the top of the Smackover interval that is typically



     21       the zone that we complete in so --



     22                  MR. TYRA:  But there may be minimal



     23       communication?



     24                  MR. HALE:  Yeah, there is some of that section



     25       preserved.  We have the porosity logs on that well and you
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      1       do see some development.  But we would be hoping to pick up



      2       an entire -- you know, a complete upper Smackover section



      3       that they for the most part lost in that well, although they



      4       did have some mud log and log shows in their thin section.



      5                  MR. ROGERS:  All right.  Anything else?



      6                  MR. TYRA:  That is all, Mr. Rogers.  Thank you.



      7                  MR. ROGERS:  The Staff will review the evidence



      8       and make a recommendation to the Board.



      9                   The next item is Item 16, Docket No.



     10       9-10-13-10, petition by Fletcher Petroleum Corporation.



     11                  MR. COLEMAN:  Mike Coleman for Fletcher



     12       Petroleum Corporation.  I have one witness, Mr. John Ross.



     13                  MR. ROGERS:  State your name.



     14                  MR. ROSS:  John Ross, Altoona, Alabama.



     15         (The Hearing Officer swears in the witness.)



     16                  MR. COLEMAN:  Mr. Rogers, this is a petition by



     17       Fletcher Petroleum Corporation to force pool without risk



     18       compensation the Northwest Quarter of Section 26, Township 4



     19       North, Range 12 East in Conecuh County, Alabama as a



     20       160-acre drilling unit as a productive extension of the



     21       Brooklyn Field.  And in that regard, an affidavit -- I will



     22       refer to an affidavit of ownership of lease hold and



     23       drilling rights and an amended affidavit in the same manner



     24       of Mr. Ross have been filed for record and my Affidavit of



     25       Notice has also been filed and I would ask that those be
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      1       made a part of the record at an appropriate time.



      2               (Whereupon, (Item 16) affidavit of ownership



      3               of lease hold and drilling rights, amended



      4               affidavit, and Affidavit of Notice were



      5               offered into evidence.)



      6                  MR. ROGERS:  I'll go ahead and admit those,



      7       Mr. Coleman.



      8               (Whereupon, (Item 16) affidavit of ownership



      9               of lease hold and drilling rights, amended



     10               affidavit, and Affidavit of Notice were



     11               received into evidence.)



     12                  MR. COLEMAN:  Thank you, sir.



     13                  MR. ROGERS:  Mr. Ross, the amended affidavit,



     14       the original affidavit and the Affidavit of Notice.



     15                  MR. COLEMAN:  We have filed an original petition



     16       and that petition has been amended and the Docket Number has



     17       now got the suffix A on it.  And the main purpose of that



     18       amendment was to reflect that this is a proposed drilling



     19       unit which is as a productive extension of the Brooklyn



     20       Field, and also the amended petition does change the number



     21       slightly since another lease has come in, so I just wanted



     22       to make you aware of that.



     23                   The personal resume of Mr. Ross has been



     24       submitted to Mrs. Merritt and is with the Board right now



     25       and I would like to ask Mr. Ross to briefly state for the
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      1       record his educational and work experience as it relates to



      2       the oil and gas industry.



      3                  MR. ROSS:  I obtained a bachelor's degree in



      4       business in 1978, started working in the oil industry in



      5       1979 performing title work, lease acquisitions, abstracting



      6       title curative, division order analysis, also Fieldwide



      7       Unitization and federal communitization agreements as well



      8       as acquisitions of right of ways, accessing sites for the



      9       wells.  I worked for several major oil companies and several



     10       independents in the Southeast Region, primarily in Alabama,



     11       Mississippi, Northwest Florida and Louisiana.



     12                  MR. COLEMAN:  Okay.  Based on the personal



     13       resume of qualifications and Mr. Ross's testimony, I would



     14       ask that he be recognized as an expert petroleum landman.



     15                  MR. ROGERS:  He is so recognized.



     16



     17                          JOHN ROSS,



     18  having been first duly sworn, was examined and testified



     19  as follows:



     20



     21  (ITEM 16) DIRECT EXAMINATION BY MR. COLEMAN:



     22      Q.      Mr. Ross, have you been engaged in connection with



     23      the proposed Benjamin 26-4 Well to be drilled in Conecuh



     24      County, Alabama by Fletcher Petroleum Corporation?



     25      A.      Yes, I have.
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      1      Q.      And have you had the primary responsibility for



      2      obtaining leases in connection with this 160-acre tract?



      3      A.      That is correct.



      4      Q.      And, in fact, have you been involved with this



      5      project since the year 2011?



      6      A.      Since early 2011.



      7      Q.      You had occasion to speak with a title attorney in



      8      Mobile concerning the title to this property?



      9      A.      Yes, I have.



     10      Q.      Have you had occasion to look at an abstract relating



     11      to this property?



     12      A.      I have.



     13      Q.      And have you had numerous occasions to update that



     14      abstract and work in connection therewith?



     15      A.      Yes, sir, I have on a weekly and monthly basis.



     16      Q.      You have heard me state to the Staff that an



     17      affidavit of what I will refer to as ownership of lease hold



     18      and drilling rights of yourself has been submitted as well as



     19      an amended affidavit; is that correct?



     20      A.      Yes, sir.



     21      Q.      And are you familiar with the matters set forth in



     22      that affidavit?



     23      A.      Yes, I am.



     24      Q.      Are they true and correct to the best of your



     25      knowledge, information and belief?
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      1      A.      Yes, sir, they are.



      2      Q.      And do they fairly and accurately portray the



      3      outstanding interest in this proposed unit to the best of



      4      your knowledge, information and belief?



      5      A.      Yes, sir, they do.



      6      Q.      And those figures, as I understand it, approximate



      7      4.2396 percent mineral interests outstanding in the unit as a



      8      whole which is a 160-acre unit; is that correct?



      9      A.      Yes, sir, that is correct.



     10      Q.      And that would translate to approximately 6.7834 net



     11      mineral acres that are currently outstanding; is that



     12      correct?



     13      A.      Yes, sir.



     14      Q.      All right, sir.  And you are familiar with the



     15      proposed Benjamin 26-4 Well; is that correct?



     16      A.      Yes, sir, that is correct.



     17      Q.      And in your opinion as an expert petroleum landman,



     18      would the granting of this petition prevent waste, protect



     19      the correlative rights of the owners in the proposed unit and



     20      avoid the drilling of unnecessary wells?



     21      A.      Yes, sir, that is my belief.



     22      Q.      All right, sir.



     23                  MR. COLEMAN:  I would submit this matter to the



     24       Board based on the affidavits and the testimony of Mr. Ross



     25       and I would tender him as a witness to the Staff for any
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      1       questions which they may have.



      2                  MR. ROGERS:  All right.  Any questions from the



      3       Staff?  We have admitted the Affidavit of Notice as Exhibit



      4       A, the Affidavit of Ownership is Exhibit B and the



      5       affidavit -- amended Affidavit of Ownership as Exhibit C.



      6                  DR. BOLIN:  The Staff has no questions.



      7                  MR. ROGERS:  No questions.  Anything else,



      8       Mr. Coleman?



      9                  MR. COLEMAN:  No, sir, that is all.



     10                  MR. ROGERS:  We will review the evidence and



     11       make a recommendation to the Board.



     12                  MR. COLEMAN:  Thank you very much.



     13                  MR. ROSS:  Thank you.



     14                  MR. ROGERS:  The hearing is adjourned.



     15



     16          (The hearing was adjourned at 11:20 a.m.)



     17



     18



     19



     20



     21



     22



     23



     24



     25
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      1                       C E R T I F I C A T E



      2



      3  STATE OF ALABAMA)



      4  JEFFERSON COUNTY)



      5



      6           I hereby certify that the above and foregoing



      7  proceedings were taken down by me in stenotype, and the



      8  questions and answers thereto were reduced to typewriting



      9  under my supervision, and that the foregoing represents a



     10  true and correct transcript of the proceedings given by



     11  said witness upon said hearing.



     12           I further certify that I am neither of counsel



     13  nor of kin to the parties to the action, nor am I in



     14  anywise interested in the result of said cause.



     15



     16



     17



     18



     19



     20



     21

              /s/ Teresa Turquitt Davis

     22       TERESA TURQUITT DAVIS, CCR, RPR

              CCR #162, Expires 09/30/14

     23       Commissioner for the

              State of Alabama at Large

     24       My Commission Expires:  12/03/16



     25
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Page 1 Page 3

1 STATE OIL AND GASBOARD OF ALABAMA 1 (The hearing isin session at 10:00 am.)

2 Tuscaloosa, Alabama 2 MR. ROGERS: Let the record reflect that it's

3 3 10:00 am. The hearing isin session. Dr. Tew, have the

4 September 10, 2013 4 itemsfor the September 10th and September 12th, 2013,

5 5 meetings been properly noticed?

6  Testimony and proceedings before the Hearing Officer 6 DR. TEW: Theitemsfor the September 10th and

7 in Regular Session in the Board Room of the State Oil and 7 September 12th, 2013 docket have been properly noticed and

8 GasBoard Building, University of Alabama Campus, 8 the docket is due to be admitted into the record.

9 Tusca oosa, Alabama, pursuant to adjournment, on this10th | 9 MR. ROGERS: The Board's Staff have received and
10 day of September, 2013. 10 compiled the proofs of publication for the items appearing
11 11 on the docket for the first time. The proofs of publication
12 BEFORE 12 received for the items on the September 10 and September 12,
13 Mr. Marvin Rogers...........ocueue. Attorney 13 2013, docket are admitted into the record.

14 14 Furthermore, copies of the information posted
15 STAFF 15 on the web site of the Alabama Secretary of State announcing
16 Dr. Berry H. (Nick) Tew, Jr........ Secretary and 16 these two meetings of the Oil and Gas Board on September 10
17 Supervisor 17 and September 12, 2013, and a confirmation of successful
18 Dr. David E. Balin... Deputy Director 18 postings from the Secretary of State's office are also
19 Ms. April Merritt................... Hearing Administration 19 admitted into the record.
20 20 | have an order of the State Oil and Gas Board
21 21 appointing me as Hearing Officer to conduct this hearing on
22 22 behalf of the Board. The order will be made a part of the
23 23 record at thistime.
24 24 DR. TEW: Beforewe get started, Mr. Rogers, |
25 25 want to go ahead and apologize to everyone, | have to duck
Page 2 Page 4
1 INDEX 1 out around 10:30 to be on another cal, or acall, so Dr.
2 INDEX OF EXAMINATION 2 Bolin will take over for me at that time.
Witnesses Page:
3 ROBERT WOOD 3 MR. ROGERS: And, Dr. Tew, the Staff and | were
ITEMS 10 & 11) DIRECT EXAMINATION BY MR. TYRA 9 . ) . . .
4 BY 4 just talking with Ms. Merritt that the regulations that
EMS 10 & 11) DIRECT EXAMINATION BY MR. TYRA 17 . . _
5 DA ID HIGGINBOTHAM 5 address hydraulic fracturing, we have two different
ITEM 12 DIRECT EXAMINATION BY MR. WATSON 21
6 DAVID SKI 6 regulations, one with coal bed and one with just the general
TEM 13) DIRECT EXAMINATION BY MR. WATSON 32 . . . .
7 STEVE 7 oil and gas regulations, those rules and regulations go into
(ITEM 13) DIRECT EXAMINATION BY MR. TYRA 43
8 JOHN ROSS 8 effect today.
(ITEM 16) DIRECT EXAMINATION BY MR. COLEMAN 52 ) o
9 9 The procedure for this meeting is as follows:
INDEX OF EXHIBITS OFFERED
10 sltems 10& 11; Affidavit of Notice was offered 6 10 The Hearing Officer and the Staff will hear the uncontested
Items 10 & 11) Affidavit of Confidentiality was 7
11 offered 11 items on the docket today and certain other items. The
Items 10 & 11) Exhibits 1-13 were offered 18
12 Item 12) Exhibits 1-7 were offered 27 12 State Oil and Gas Board will hear the recommendations of the
Item 13) Exhibits 1-5 were offered 39
13 Item 15) Affidavit of Notice was offered 44 13 Hearing Officer, the contested items, and certain other
Item 15) Exhibits 1-6 were offered 49
14 Item 16 afﬂdawt of ownership of leasehold 51 14 items beginning at 10:00 on Thursday, September 12, 2013,
and drilling rights, amended affidavit, and
15 Affidavit 0 ot| ce were offered 15 here in the office of the State Oil and Gas Board in
16 RECEIVED . . 16 Tuscal oosa.
?Items 10& llg Affidavit of Notice wasreceived 6 . . »
17 Items e%lo & 11) Affidavit of Confidentiality was 7 17 I will recommend that the following petitions
receivi
18 (Items 10 & 11) Exhibits 1-13, A & B were 19 18 be dismissed without prejudice: I1tem 1, Docket No.
receiv
19 Item 12) Affidavit of Notice was received 20 19 12-11-12-01, petition by Sklar Exploration Company, LLC;
Item 12) Exhibits 1-7 werereceived 27 » ;
20 Item 12) Affidavit of Notice was received 28 20 Item 2, Docket No. 6-18-13-04, petition by Escambia
Item 13) Exhibits 1-5 were received 39
21 Item 15) Affidavit of Notice was received 44 21 Operating Company, LLC; and Item 14, Docket No. 9-10-13-08A,
Item 15) Affidavit of Confidentiality was 46
22 received 22 petition by Sklar Exploration Company, L.L.C.
éltem 15, Exhibits 1-6, A and B werereceived 49
23 Item 16) affldawt of ownership of leasehold 51 23 I will recommend that the following petitions
and drilling rights, amended affidavit, and ) B
24 Affidavit 0 otlcewere received 24 be continued: Item 3, Docket No. 6-18-13-12, petition by
25 25 Cinco NRG, LLC; Item 4, Docket No. 7-30-13-10, petition by
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Page 5 Page 7
1 Black Warrior Methane Corporation; Item 7, Docket No. 1 notified?
2 9-10-13-01, petition by Durango Operating, LLC; Item 8, 2 MR. TYRA: All right, sir. Pursuant to the
3 Docket No. 9-10-13-02, petition by Durango; and Item 9, 3 rules of the State Oil and Gas Board, we gave notice to all
4 Docket No. 9-10-13-03, petition by Durango. 4 of the ownersin the proposed unit, the North Half of the
5 The following matters are set for hearing by 5 Northwest Quarter of Section 14 and the South Half of the
6 the Board at the hearing on Thursday: Item 5, Docket No. 6 Southwest Quarter of Section 11, Township 4 North, Range 6
7 8-14-13-01, petition by Ram Petroleum, LLC; Item 6, Docket | 7 East. And then at the direction of the Board, we also gave
8 No. 8-14-13-02A, petition by Ram Petroleum, LLC; Item 17, | 8 notice to al the ownersin the South Half of the Northwest
9 Docket No. 7-20-10-07, amotion by the Board to show cause | 9 Quarter of Section 14 inasmuch as that would have been a
10 why certain wells operated by S. Lavon Evans, Jr. Operating |10 regular governmental unit of the Northwest Quarter.
11 should not be ordered plugged and abandoned. 11 So in effect, we gave notice to everyone in the
12 Any corrections or comments on those 12 Northwest Quarter of Section 14 and in the South Half of the
13 recommendations? 13 Southwest Quarter of Section 11.
14 (No corrections or comments.) 14 MR. ROGERS: That affidavit is admitted.
15 MR. ROGERS: All right. We will start with the 15 MR. TYRA: Also, we have pre-filed an Affidavit
16 first petition for today: Item 10, Docket No. 9-10-13-04A, 16 of Confidentiality. We have Exhibits 4, 5 and 6 that would
17 petition by Venture Oil & Gas, Incorporated. 17 be considered confidential, and we ask that this proprietary
18 MR. TYRA: Mr. Rogers, | have two witnesses to 18 information be held in confidence and collected at the end
19 be swornin, please. 19 of the hearing.
20 MR. ROGERS: State your name. 20 (Whereupon, (Items 10 & 11) Affidavit of
21 MR. WOOD: Robert Wood, Tuscaloosa, Alabama. 21 Confidentiality was offered into evidence.)
22 MR. HANBY: Ken Hanby, Tuscaloosa, Alabama. 22 MR. ROGERS: The Affidavit of Confidentiality is
23 (The Hearing Officer swears in the witnesses.) 23 admitted and these exhibits that you named are designated to
24 MR. TYRA: Mr. Rogers, I'm John Tyra here on 24 be proprietary and unavailable for public disclosure.
25 behalf of Venture Oil & Gas, Inc. | would liketo 25 (Whereupon, (Items 10 & 11) Affidavit of
Page 6 Page 8
1 consolidate, if you would, Items 10 and 11 on the docket. 1 Confidentiality was received into evidence.)
2 MR. ROGERS: That request is granted. 2 MR. TYRA: All right. | will start with my two
3 MR. TYRA: All right, sir. Our Item Number 10, 3 witnesses. Mr. Wood, I'll start with you first. If you
4 Docket 9-10-13-04 is arequest to establish anew gasfield 4 would, tell your name again to the Board.
5 in Monroe County, Alabama. We are suggesting thenameof | 5 MR. WOOD: Robert Wood.
6 the Northwest Goodway Field and we are asking that Special | 6 MR. TYRA: And have you testified before this
7 Field Rules be adopted for it. We are asking the field 7 board on numerous occasions?
8 limits consist of 160 acres to be the North Half of the 8 MR. WOOD: | have.
9 Northwest Quarter of Section 14 and the South Half of the 9 MR. TYRA: And your Affidavit of Qualifications
10 Southwest Quarter of Section 11, al in Township 4 North, 10 ison file with the Board?
11 Range 6 East, in Monroe County, Alabama. 11 MR. WOOD: Itis.
12 Docket No. 9-10-13-05 is arequest that the 12 MR. TYRA: Areyou familiar with the allegations
13 40-acre drilling unit for the Marion Johnson 14-3 No. 1 Well |13 that we have made in the two petitions concerning the
14 which isthe discovery well for thisfield be reformed to a 14 matters to be addressed this morning?
15 160-acre producing unit, which will be the same unit asthe |15 MR. WOOD: Yes, | have.
16 proposed field limits. 16 MR. TYRA: And have you prepared exhibitsin
17 | have previoudly filed an Affidavit of Notice 17 support of those?
18 in this matter -- in both of these matters and would ask 18 MR. WOOD: | have.
19 that they be made a part of the record, please. 19 MR. TYRA: All right, sir.
20 (Whereupon, (Items 10 & 11) Affidavit of 20
21 Notice was offered into evidence.) 21 ROBERT WOOD,
22 MR. ROGERS: They are admitted. 22 having been first duly sworn, was examined and testified
23 (Whereupon, (Items 10 & 11) Affidavit of 23 asfollows:
24 Notice was received into evidence.) 24
25 MR. ROGERS: Why don't you describe who you 25
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Page 9 Page 11
1 (ITEMS10& 11) DIRECT EXAMINATION BY MR. TYRA: 1  closure and that structural closureis split between areas of
2 Q. Let'sturnto your exhibitsthen, your first exhibit. 2 two governmental sections.
3 Andif youwould, explain what that shows? 3 Asyou can see, the discovery well was drilled
4 MR. ROGERS: We will just note that heis 4 inthe Northwest Quarter of Section 14 in the structure to a
5 recognized as an expert. 5  closing contour of 13,625 feet which is the lowest possible
6 MR. TYRA: Thank you. 6  gasor the spill point of thisstructural closure, iswhat we
7 A.  Yes. Exhibit Number 1issimply alocation map 7  areshowing today.
8  showing thelocation of this discovery in Southwest Alabama. | 8 The gas that was found we'll show the subsequent
9 It'slocated in the southern portion of Monroe County and 9  exhibits occurred in the top of the Smackover, that isthe
10 it'safew miles North of the Old Vocation Field. We are 10  samesdtratigraphic interval asthe Goodway Field to the
11 proposing today to call thisthe Northwest Goodway Field. 11 Southeast of this discovery well, but the Goodway Field
12 Q. Allright. Andyour area map? 12 occursstructurally higher and has a gas/water contact in
13 A. Yes. Theareamap shows the location of the 13  thatfield. Thisdiscovery wasentirely -- the elevation was
14  discovery well, whichisaMarion Johnson 14-3 No. 1 Well. |14  below the accumulations that is in the Goodway Field so this
15 It was drilled by Venture Qil & Gas, State Permit Number 15 isaseparate and distinct structure, separate and distinct
16  16816-B. It wasdirectionally drilled to a bottomhole 16  accumulation. Also shown on thisexhibit is the Northeast
17  location that isto the Southwest of the surface location. 17  Goodway Field. It wasalso aVenture Oil & Gas discovery and
18  Thewell wasoriginally drilled on a 40-acre drilling unit 18  thatisan ail production from lower in the Smackover iswhat
19  which isshown on this exhibit today. We are proposing to 19  wehavereferred to as middle Smackover, and that is that
20  reform that drilling unit to a 160-acre production unit 20  areashown based on -- identical to previous exhibits that |
21  consigting of the North Half of the Northwest Quarter andthe |21 submitted for that discovery well and establishment of the
22 South Half of the Southwest Quarter -- well, the North Half 22 Northeast Goodway Field.
23  of the Northwest Quarter of Section 14 and the South Half of (23 Q.  Thank you, sir.
24 the Southwest Quarter of Section 11. 24  A. | wouldalsoliketo point out cross-section A - A'
25 Thisisagas condensate discovery. The normal 25  whichisthe subject of Exhibit 7, but, first, we will look
Page 10 Page 12
1  spacing for a Smackover of this depth would be 640-acre 1  a the seismic exhibits which will be in the other exhibit
2 spacing, but this productive areawill be shown to be 2 booklet that Mr. Tyra handed you.
3 contained within this proposed production unit, and we are 3 Exhibit Number 4 is the seismic data map showing
4 asking today for 160-acre production unit. Thisislocated 4 the 3D grid that the seismic for these discoveries was shot
5 in Township 4 North, Range 6 East of Monroe County. 5 on. Thetracesare over ontheleft. They are East/West
6 Q. Okay. Look atyour Exhibit 3. 6 trending traces and the appropriate number for the grid is
7  A.  Exhibit Number 3isastructure map based on the top 7  shown. Thelinesare North/South lines and are shown across
8  of the Smackover formation. The proposed Northwest Goodway | 8  the bottom of the map. The structure that you see on this
9  Fieldisshown highlighted in yellow and red and thisis for 9  exhibitisidentical to the structure map or Exhibit Number
10 thediscovery well, the Marion Johnson 14-3 No. 1 Well, which |10 3. And also shown on this exhibit are two ARB lines which
11  isshownwith ared circle. 11  arethe subjects of the next two exhibits, ARB line one and
12 Thewell wasdrilled, as| said before, asa 12 ARB linetwo. And thisbasically locates the wells, tiesthe
13  directionally drilled well. It was an exceptional location 13  seismicinformation and the ARB lines together.
14  onad40-acredrilling unit. The exceptional location was 14 Q. Allright, sir. Look at that ARB line one.
15 approved by affidavit by the Board, and the bottomhole 15 A. Exhibit Number 5isARB lineone. | would liketo
16  location is shown with the blue circle to the Southwest of 16  point out that on this exhibit North isto the right and
17  thesurfacelocation. The datum for this map is subseatrue 17  Southistotheleft. The appropriate linesand traces are
18  vertica depth based on the drilling information of the wells 18  shown across the top of the seismic display here. Thisisa
19  that are shown on this exhibit. 19  linethat runs due North and due South, it'sal along line
20 Asyou can see, the top of the Smackover was 20  1759. Andthen asit changes and crosses other traces, those
21  foundinthisdiscovery well at 13,551 feet subsea true 21  areshown acrossthe display.
22 vertical depth. Also used for constructing this structure 22 Also shown over on the left-hand portion of this
23 map isthe 3D seismic information which will be subject to 23  seismicdisplay in time along the left-hand margin -- this
24 thenext three exhibits. The contour spacing for this 24  display isintime. Thelocation of the Venture Oil & Gas
25  structure map is 50 feet and it shows an anticline structural 25  Marion Johnson 14-3 No. 1 Well is shown and you can see the
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Page 13 Page 15
1  wellbore path for the directionally drilled well asit 1 Exhibit Number 8 is Net Pay Isopach Map for the
2 deviatesaong thisline towards the South. It encountered 2 Smackover Qil Pool for the proposed Northwest Goodway Field.
3 thetop of the Smackover whichislabeled in blue and a 3 Thezerolineisthe 13,625-foot structural closure, and what
4 mapping horizon is aso shown in the pink color. 4 | amdepicting hereis-- acontour is ten feet which is --
5 This shows a configuration on top of the 5  representsten feet above that zero line. The datum for this
6  Smackover which is limited to the area of the proposed unit. 6  map isthe structure map, and also the 12 feet of greater --
7  The proposed unit boundaries were shown inthered and white | 7 six percent or grester porosity net pay that occurred in the
8  dashed lines, vertical lines, and this shows the structural 8  discovery well, and thisis anet pay isopach map for this
9  closure with steep dip to the South in a more subtle 9  new field discovery.
10  structura saddle to the North, and that corresponds with the 10 If you would turn to Exhibit Number 9, whichis
11  timedepth conversionsto the spill point that was shown on 11  thetypelog for definition of the Smackover Gas Pool in the
12 Exhibit 3. 12 Northwest Goodway Field. Thisis using the discovery well
13 Q. Allright, sir. Your second ARB line? 13  typelog, which isa platform express/array induction/gamma
14 A. Yes, if youwould notethat ARB linetwoisa-- 14  ray/thermal neutron/density/Delta T/PE are all displayed on
15 North on this display isto theleft. Thisactualy trendsa 15 thistypelog.
16 littlebit North to Northwest to the South/Southeast. | 16 The top of the Smackover Gas Pool is defined at
17  added this ARB line because it extends through the Goodway |17 13,969 feet measured depth to a base of the Smackover Gas
18  Field and the Coffin Well which was also a gas condensate 18  Pool at 14,012 feet measured depth in this same well.
19  discovery in the Goodway Field, and the relation of this 19 Q. Andyour last exhibit?
20  proposed Northwest Goodway structureis evident as being a 20 A. Lastexhibitis Number 10, which isthe survey plat
21  separate and distinct structure. 21  prepared by Engineering Service, Incorporated showing the
22 All the other attributes of the seismic display 22 origind drilling unit.
23 that I'm showing here areidentical to the previous exhibit. 23 Today, we are proposing to reform that drilling
24 It does show the relationship of some other dry holes that 24 unit to aproduction unit consisting of the North Half of the
25  weredrilled before this seismic 3D was shot, including the 25  Southwest Quarter and the South Half of the Southwest Quarter
Page 14 Page 16
1 White14-7 No. 1 Well which is between this current discovery 1 of thetwo respective sections. The bottomhole location
2 well and the Coffin 14-10 Well. 2 would occur at 878 feet from the South line and 1,078 feet
3 Q. Thank you. Go back to our regular exhibit book, 3 from the West line -- I'm sorry, from the East line, and so
4 please, and Exhibit 7? 4 thereisno exceptiona location, but thisisan irregular
5 A. Yes Exhibit Number 7 isthe structural cross-section 5  gplit unit as the structure was discovered crossing the
6 that parallelsthe previous exhibit. The ARB line extends 6  sectionline.
7  fromtheleft to the Northwest to the Southeast on the right. 7 Q. Thankyou. Inyour opinion, would the granting of
8 It goesthrough the proposed Northwest Goodway Field, thenew | 8  the petition prevent waste and protect correlative rights?
9  discovery, and it shows the relationship to the offset 9 A.  Yes itwill.
10  Goodway Field. The Goodway Field isthe CoffinWell 14-10 |10 Q.  Thank you.
11  and | am showing the structural closure and | have 11 MR. TYRA: Mr. Hanby, I'll ask you the same
12 highlighted with blue dashed lines in the Goodway Field a 12 question | have asked Mr. Wood. Have you previously
13  gas/water contact of 13,555. That was taken from Mr. Cox's 13 testified before this Board?
14  exhibit for Docket No. 6-20-11-05 and | believe that that 14 MR. HANBY:: Yes, sir, | have.
15  wastaken from the White 14-7 Well which can be seen between |15 MR. TYRA: Asapetroleum engineer; is that
16  thesetwo, and asyou can seeis evident the Northwest 16 correct?
17  Goodway Field at the discovery in the Johnson Well occurs at 17 MR. HANBY: Yes, sir.
18  alower structural position than the gas/water contact in the 18 MR. TYRA: And your affidavit of qualifications
19  Goodway. These are separate, distinct fields with asaddle 19 ison file; isthat correct?
20  inbetween, and so they are separate. And the subseatrue 20 MR. HANBY: lItis.
21  vertical depth of the accumulation in the Johnson 14-3 is 21 MR. TYRA: Areyou familiar with the allegations
22  shownthat it is appropriate subsea depth of 13,568 feet 22 of the petitions that were filed in this matter?
23  subseatruevertical depth, asisthe lowest possible gas 23 MR. HANBY:: Yes, sir.
24 accumulation of 13,625 which would be the limits of this 24 MR. TYRA: And have you prepared exhibitsin
25  reservoir. 25 support of those allegations as well?
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Page 17 Page 19
1 MR. HANBY: Yes, sir, | have. 1 MR. ROGERS: All the exhibits are admitted.
2 MR. TYRA: | would ask that Mr. Hanby be 2 (Whereupon, (Items 10 & 11) Exhibits 1-13, A
3 recognized as an expert petroleum engineer. 3 & B werereceived into evidence.)
4 MR. ROGERS: Heis so recognized. 4 MR. TYRA: That isour presentation. We do
5 5 tender the witnesses for any questions at thistime.
6 KEN HANBY, 6 MR. ROGERS: Just for the record, the exhibits
7 having been first duly sworn, was examined and testified 7 in the exhibit book and the confidential exhibits, they are
8 asfollows: 8 Exhibits 1 through 13, The Affidavit of Notice is Exhibit A
9 9 and the Affidavit of Confidentiality is Exhibit B.
10 (ITEMS10 & 11) DIRECT EXAMINATION BY MR. TYRA: |10 DR. BOLIN: The Staff has no questions.
11 Q. Mr. Hanby,if youwill, turn to your OGB-9 whichis 11 MR. ROGERS: Theonly question | haveisyou
12 Exhibit 11 and tell us what this shows. 12 stated this, state this, Mr. Wood, that the reservoir is
13 A. Exhibit 11 isacopy of the form OGB-9 filed on the 13 encompassed -- is this correct, that the reservoir is
14  first production test and | have highlighted certain things 14 encompassed within the proposed unit?
15  onthere, including the operator and the well name. Thewell |15 MR. WOOD: Yes, sit, itis.
16  wasperforated from 13,970 to 13,990 feet and was initially 16 MR. ROGERS: Anything else, Mr. Tyra?
17  tested on July 30th of 2013 for a 24-hour period. You will 17 MR. TYRA: Just clarify that the confidential
18  seetheflow rates have produced at 925 Mcf of gas per day, 18 exhibitsare 4, 5, and 6 and the rest of the Exhibits, 1
19 232 barrels of condensate with aflowing tubing pressure of 19 through 13, are the regular exhibits. And with your
20 1,992 psi, exhibiting agas/liquid ratio of 3,987. 20 permission, I'll collect those confidentia exhibits.
21 Q. Okay,sr. Andthenyour PVT test on Exhibit 12? 21 MR. ROGERS: Correct, and you can collect those
22  A.  Yes, sir. Exhibit 12 shows pertinent data from the 22 exhibits.
23  PVT study. | have also highlighted on this pertinent 23 The Staff will review the evidence and make a
24 information. The sample was collected on July 18th of 2013. |24 recommendation to the Board.
25  The production information for the time during testing is 25 The next item is Item 12, Docket No.
Page 18 Page 20
1  highlighted. And then in the results summary, it shows that 1 9-10-13-06A, petition by Land & Natural Resource
2 theanalysisin the laboratory was an undersaturated gas. It 2 Development, Incorporated.
3 exhibited aretrograde dew point at 3,905 psig. Bottomhole 3 MR. WATSON: Mr. Rogers, | have one witness. |
4 pressure was conducted resulting in an initial bottomhole 4 would like to have him sworn in, please, sir.
5  pressure of 6,000 pounds. And the reservoir temperatureis 5 MR. ROGERS: State your name and address.
6 251 degrees. Thisisagasreservoir anditisat virgin 6 MR. HIGGINBOTHAM: David Higginbotham,
7  condition based on the pressure survey that was conducted. 7 Tuscaloosa, Alabama.
8 Q. Okay,sr. Andfinaly, your Exhibit 13? 8 (The Hearing Officer swearsin the witness.)
9 A. Thelast exhibit, Exhibit 13 shows the production 9 MR. WATSON: Mr. Rogers, | have pre-filed an
10 dataonthewell. Thereisthree curveson here. Thefirst 10 Affidavit of Notice in this matter wherein we have noticed
11  being the gas production is shown in red. The condensate 11 all working and royalty interest ownersin the Southeast
12 productionisshown in green, and the flowing tubing pressure |12 Quarter of the Southeast Quarter of Section 27 in Pickens
13 isshownin black. It also showsthe period of timewhenthe |13 County, Alabamaand --
14  well was shut in to conduct the bottomhole pressure test. 14 MR. ROGERS: The Affidavit of Noticeis
15  Thewell currently is producing about 9,000 Mcf of gasanda |15 admitted. Go ahead, Mr. Watson.
16  lot more than 200 barrels of condensate a day. 16 (Whereupon, (Item 12) Affidavit of Notice was
17 Q. Okay, sir. Inyour opinion, would the granting of 17 received into evidence.)
18  the petition establishing this field and reforming the unit 18 MR. WATSON: And the operators of record in this
19  prevent waste and protect correlative rights? 19 field.
20  A. Yesdr, itwould. 20 MR. ROGERS: The Affidavit of Noticeis
21 MR. TYRA: | would ask the exhibits to the 21 admitted.
22 testimony of Mr. Wood and Mr. Hanby be made a part of the |22 MR. WATSON: We are asking the Board in this
23 record. 23 particular petition, Mr. Rogers, to amend Rule 1 of the
24 (Whereupon, (Items 10 & 11) Exhibits 1-13 24 Specia Field Rules for the Chicken Swamp Branch Oil Field
25 were offered into evidence.) 25 in Pickens County to add the Southeast Quarter of Section
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1 27, Township 18 South, Range 15 West, Pickens County, 1  theexisting Chicken Swamp Branch Field limits. And over to
2 Alabamarto the field and to establish a Southeast Quarter of | 2 the West outlined in a bluer color is the proposed addition
3 the Southeast Quarter of said Section 27 as a permanent 3 tothe Chicken Swamp Branch Field. Thetrap on the Chicken
4 production unit for the L.P. McGahey 27-16 No. 1 Well. 4 Swamp Branch Field is a Northwest/Southeast trending down to
5 My witness, David Higginbotham, has appeared 5  theNortheast normal fault. The structure dips off to the
6 before you and has on file an affidavit of his 6  West and the Penn A Sand is -- shows that there is 40 feet of
7 qualifications as a petroleum geol ogist. 7  sandinall -- more than 40 feet of sand in all the wells.
8 Mr. Higginbotham, are you familiar with the 8 Q. |Ibelieveif I could correct onething, thisis
9 petition that has been called for hearing today? 9  showing aportion of the Chicken Swamp Branch Field. Wewill
10 MR. HIGGINBOTHAM: Yes, | am. 10  havethefull field shown in our Exhibit Number 6. You have
11 MR. WATSON: And have you prepared exhibitsin |11  zeroed in on the areathat is the subject of this hearing to
12 support of the petition? 12  add the Southeast Quarter of 27 and the geology asit relates
13 MR. HIGGINBOTHAM: Yes, | have. 13  tothat and the McGahey Well on this exhibit; is that
14 MR. WATSON: | have handed those up to the 14  correct?
15 Board. Mr. Rogers, | tender Mr. Higginbotham asan expert {15 ~ A.  Right, that is correct.
16 petroleum geologist for giving testimony on thisitem. 16 Q. Allright, sir. Gotoyour next Exhibit Number 3,
17 MR. ROGERS: Heisrecognized as an expert. 17  Mr. Higginbotham. Tell uswhat is shown on that exhibit.
18 18 A. Exhibit Number 3isatypelog for the productive
19 19  McGahey 27-16 Well. Thisisthe well that we wish to add to
20 DAVID HIGGINBOTHAM, 20  the Chicken Swamp Branch Field. Thislogisamicrolog. It
21 having been first duly sworn, was examined and testified 21  illustratesthe permeability. Listed on thelog are the
22 asfollows: 22 zoneswithin the sand that were perforated, and this well was
23 23 later fracked and it is presently producing oil.
24 (ITEM 12) DIRECT EXAMINATION BY MR. WATSON: 24 Q. Allright, sir. Soyou have two zones here that you
25 Q. If youwould turninyour exhibit booklet, 25  have perforated as shown on this Exhibit Number 3; is that
Page 22 Page 24
1  Mr. Higginbotham, to the first exhibit. Describe to the 1  correct?
2 Board what is shown there, please, sir, or the Staff. 2 A. Thatiscorrect.
3 A. Ifyouwill please turn to Exhibit Number 1, Exhibit 3 Q. Allright. Look at the next exhibit,
4 Number 1isawell location plat. The scaleisoneinch 4 Mr. Higginbotham, Exhibit 4, your OGB-9.
5  equals 1,000 feet. Outlined inred isthe production unit 5 A. Exhibit 4isan OGB-9 and thisliststhefirst
6  for the McGahey 27-16 No. 1 Well. Outlined in blueisthe 6  production that was turned in to the Board on the McGahey
7  proposed addition to the Chicken Swamp Branch Oil Field, and 7  Waél. Thisillustrates that the McGahey Well tested
8  thisconsists-- the proposed addition will consist of the 8 initialy 27 barrels of oil per day.
9  Southeast Quarter of Section 27. 9 Q. Allright, sir. Isthere any water production from
10 Q. Allright, sir. Look at your Exhibit Number 2, 10  thiswell?
11  Mr. Higginbotham, and describe theinformation shownonthat (11 A.  Yes, sSir.
12  exhibit, please. 12 Q. Okay.
13 A.  Exhibit Number 2 is astructure contour map on top of 13 A. Thewell makes approximately 50 percent water.
14  thePenn A Sand. Superimposed uponthatisanisopachmapof |14 Q. Allright. Let'slook at your next exhibit whichis
15  thePenn A Sand. Also listed on thisisaline of 15  your lineof cross-section A - A'.
16  cross-section A - A'. 16 A. Thenextexhibitisaline of cross-section A - A'.
17 First, I'll address the structure map. The 17  Theline of cross-section is shown on the structure contour
18 scaleisoneinch equals 1,000 feet. The contour interval on 18 map. Thisisastructural cross-section on top of the Penn A
19  thestructure map isoneinch is 50 feet, 50-foot contours. 19  Sand. Thisasoillustrates the stratigraphic continuity of
20  Next to each well islisted the structural position of the 20  thePenn A Sand and it illustrates that the structure of the
21  top of the Penn A Sand. Next to each well isaso listed the 21  Penn A Sand is a West-dipping monocline off atrapping
22  valuesfor how much actual sand wasthere used to makingthe |22 Northwest/Southeast trending down to the Northeast normal
23 Isopach map, the gross amount of Penn A Sand islisted at the 23 fault.
24 top, and then below that is listed the feet of permeability 24 For each well listed, the McGahey 27-16 the
25  asdefined by microlog separations. Outlined in purpleis 25  McGahey 26-13 and the Elliott 26-14, for each well labeled is
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1  thetop of the Penn A Sand and the base of the Penn A Sand. 1 A. Yes sir.
2 Thethicknessof the Penn A Sand is graphicaly illustrated 2 Q. |asoseeonthismap asisindicated onyour
3 onthecross-section. The subseatops are given for each 3 Exhibit Number 1, another well in the Southeast Quarter, the
4 well and the subsea base is given for each well. Again, this 4 Prater 27-15 Well. Tell us about that well.
5  cross-section illustrates the stratigraphic continuity of the 5 A. Wedrilled that well about three weeks ago. We
6  threewellsin question. Thetwo wells, the Elliott and 6  logged it, we cored it, we set pipe, we perforated it, we
7  McGahey, are currently in the existing Chicken Swamp Branch | 7 fracked it and we are currently running a bottomhole pressure
8  Field, and the cross-section, the structure map and the 8  test. Andthelogson that well inthe coresare currently
9  Isopach map illustrate that the McGahey 27-16 isindeed a 9  being held confidential by the State in accordance with the
10  productive extension of the oil pool in the Chicken Swamp 10  rulesof the Oil and Gas Board.
11  Branch Fidd. 11 Q. Isthat well,inyour opinion, apart of the Penn A
12 Q. Allright, sir. Now, Mr. Higginbotham, this 12  Sand and will it be when it is declared as such a part of the
13  cross-section in your Exhibit Number 5, in preparing this 13 Chicken Swamp Branch Oil Field?
14  cross-section, you did not use the log section, but you 14 A. Absolutely.
15  represent what you havejust testified to graphically, but 15 MR. WATSON: Mr. Rogers, | would ask that you
16  you have prepared alog section using the logs, the actual 16 receive into evidence Exhibits 1 through 7 to the testimony
17  logs on these wells, have you not? 17 of Mr. Higginbotham.
18 A. Yes s, | havegot log sections hereand | have 18 (Whereupon, (Item 12) Exhibits 1-7 were
19  also got with me the complete original logs on all three 19 offered into evidence.)
20  wdls. 20 MR. ROGERS: The exhibits are admitted.
21 Q. Allright. 21 (Whereupon, (Item 12) Exhibits 1-7 were
22 MR. WATSON: I'm going to hand up one of these 22 received into evidence.)
23 log sections. And, Mr. Rogers, I'm going to ask that you 23 Q. Mr. Higginbotham, if the Staff seesfit to recommend
24 mark this either as Exhibit 5A or exhibit -- the last 24 the approval of our petition to the Board amending the field
25 exhibit we have is Exhibit 6. Y ou can mark this as 25  limitsand declaring the L.P. McGahey 27-16 No. 1 Well asa
Page 26 Page 28
1 Exhibit 7. 1  production unit, will that promote orderly development in the
2 MR. ROGERS: All right. We will mark it as 2 Chicken Swamp Branch Field, prevent waste and protect
3 Exhibit 7. Thisisalog from each well? 3 correlative rights?
4 MR. WATSON: Thisisthelog from all three of 4 A, Yesgir.
5 the wells that we just testified to. 5 Q. Sothisfieldistill in adevelopmental stagein a
6 MR. ROGERS: Oh, | see. 6  highly competitive situation, alot of activity around this
7 MR. HIGGINBOTHAM: Everything on the 7  field; isthat correct?
8 cross-section is -- comes straight off of the logs. 8 A. Thatiscorrect.
9 MR. ROGERS: All right. These are the logs from 9 MR. WATSON: | tender my witness to you,
10 these three wells. They will be marked for identification 10 Mr. Rogers, and members of the Staff for any questions you
11 as Exhibit 7. 11 have.
12 Q. (BY MR.WATSON:) Andwhat you have doneinthis |12 MR. ROGERS: Just anote here, that the
13 Exhibit 7, Mr. Higginbotham, is simply take the log section |13 Affidavit of Notice is admitted and that is Exhibit A.
14  itself and mark the Penn A Sand asit runs acrossjust like 14 (Whereupon, (Item 12) Affidavit of Notice was
15  you have shown on this Exhibit Number 5; is that correct? 15 received into evidence.)
16 A. Thatiscorrect. 16 MR. WATSON: All right, sir.
17 Q. Allright,sir. Let'sgo to your next exhibit, 17 MR. ROGERS: Any questions from the Staff? Mr.
18  Exhibit Number 6, thisisthe Board's field map of Chicken 18 McQuillan?
19  Swamp Branch Oil Field and it shows on here, doesit not, the |19 MR. MCQUILLAN: Mr. Higginbotham, in your
20  160-acres being the Southeast Quarter of Section 27 that we |20 exhibits -- let's see. The Exhibit 2 and 3 and 5 and
21  proposed to add to the Chicken Swamp Branch Field? 21 perhaps 5A and 7, you refer to the Penn A Sand. Now, in the
22 A. Yes dr, thatiscorrect. 22 Specia Field Rulesfor thisfield, it defines the pool as
23 Q. It asoshowsthe 40-acre unit for the McGahey Well 23 the Pottsville A Sand Oil Pool shall mean those strata of
24 being the Southeast Quarter of the Southeast Quarter of 24 the Pottsville A Sand productive of hydrocarbons. Isthe
25  Section 27? 25 Penn A Sand in your exhibits the same as the Pottsville A
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1 sand in the Special Field Rules? 1 be swornin.
2 MR. HIGGINBOTHAM: Yes, sir, the Penn A Sand is 2 MR. ROGERS: State your name and address.
3 simply an acronym or a shortened industry nomenclatureterm | 3 MR. SKIDMORE: David Skidmore, Dallas, Texas.
4 used to describe the Pennsylvania Pottsville A Sand, 4 (The Hearing Officer swears in the witness.)
5 Pennsylvania and Pottsville A Sand. 5 MR. WATSON: These are confidential
6 MR. MCQUILLAN: Thank you. 6 (indicating). Mr. Rogers, thisis a petition by Ventex
7 MR. ROGERS: Thequestionis. You have noted 7 Operating Corporation asking the Board to approve a
8 the Prater 27-15 with just acircle. That isthe well that 8 nongovernmental exceptional 40-acre Wildcat Drilling Unit
9 you discussed that was drilled recently; isthat right, 9 for the proposed Craft-Brown 20-13 No. 1 Well consisting of
10 Mr. Higginbotham? 10 the East Half of the Southeast Quarter of the Southeast
11 MR. HIGGINBOTHAM: Yes, sir. 11 Quiarter of Section 19 and the West Half of the Southwest
12 MR. ROGERS: Any other questions from the Staff? 12 Quarter of the Southeast Quarter of Section 20, Township 5
13 (No response.) 13 North, Range 5 East in Monroe County, Alabama as an
14 DR. BOLIN: Mr. Higginbotham, in regard to the 14 exception to Rule 400-1-2.02(2)(a) of the Administrative
15 Prater 27-15, that was the one you were indicating has been 15 Code.
16 tested; isthat correct? 16 My witness is David Skidmore who has on file an
17 MR. HIGGINBOTHAM: Welogged it about three 17 affidavit of his qualifications as a petroleum geologist.
18 weeks ago, we cored it, we set pipe, we perforated it, we 18 Mr. Skidmore, have you prepared exhibits in support of this
19 fracked it, and we presently are running bottomhole pressure |19 petition that | have just outlined?
20 testsonit. 20 MR. SKIDMORE: | have.
21 DR. BOLIN: But you have -- not conducted an 21 MR. WATSON: | tender him as an expert witness
22 official test? 22 for giving testimony in thisitem, Mr. Rogers.
23 MR. HIGGINBOTHAM: No, right after -- what wedo |23 MR. ROGERS: Heis so recognized.
24 isright after we frac these wells, we swab it for acouple 24
25 of days and then shut it in and then take a bottomhole 25 DAVID SKIDMORE,
Page 30 Page 32
1 pressure and then put a pump on it and then pump all the 1 having been first duly sworn, was examined and testified
2 frac fluid off and then get atest. 2 asfollows:
3 DR. BOLIN: And on the basis of your setting 3
4 pipe, | would assume that you would consider thewell --you | 4 (ITEM 13) DIRECT EXAMINATION BY MR. WATSON:
5 anticipate the well to be productive? 5 Q. Allright. Mr. Skidmore, turn to your first exhibit
6 MR. HIGGINBOTHAM: Yes, sir. 6 and tell us what that exhibit is and describe the information
7 DR. BOLIN: In the same sand, the Pottsville A 7  shownonit, please, sir.
8 Sand? 8 A. Exhibit 1isasurvey plat prepared by Engineering
9 MR. HIGGINBOTHAM: Right. And actualy, | 9  Services. It showsthe Sections 19 and 20 in Township 5,
10 didn't put the values of the sand on the well because the 10  Range5 North and 5 East. It shows the surface location of
11 well is being held confidential. But when those values are 11 our proposed well and the bottomhole location, likewise, of
12 put onto the map, it will fit precisely. 12  theproposed Craft-Brown 20-13 No. 1 Well, surface location
13 DR. BOLIN: Can you tell me with the areato the 13 beingin generally the Southeast corner of Section 19 with
14 North of the Prater and the McGahey 27-16 Well that you are {14 the bottomhole location being in the Southwest corner of
15 asking to be added to the field at thistime, do you 15  Section 20.
16 anticipate drilling additional wellsin that area? 16 Also shown in ared outline around a 40-acre
17 MR. HIGGINBOTHAM: Yes, sir, for sure. 17  proposed drilling unit is the West Half of the Southwest of
18 DR. BOLIN: That isal the questions we have. 18  the Southwest of 20 and then the East Half of the Southeast
19 MR. ROGERS: Anything else, Mr. Watson? 19  of the Southeast of 19. Distances to the respective section
20 MR. WATSON: That isall we have. 20  linesare aso annotated on the plat as well.
21 MR. ROGERS: The Staff will review the evidence 21 Q. Mr. Skidmore, isit your information from your land
22 and make a recommendation to the board. Thank you. 22 department that the South Half of Section 19 and the South
23 The next item is Item 13, Docket No. 23 Half of Section 20 are al common ownership by Cedar Creek
24 9-10-13-07, petition by Ventex Operating Corporation. 24  Land & Timber Company?
25 MR. WATSON: Mr. Rogers, | have one witness to 25 A. Thatiscorrect.
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1 Q. Allright,sir. Turntoyour Exhibit Number 2, 1  Exhibit Number 3, Mr. Skidmore.
2  please, sir. Tell uswhat the exhibit is and describe the 2 A. Ageological cross-section simply incorporating the
3 information that you are showing on that exhibit, please, 3 wadll log of the Amoco Brown Foundation and our proposed
4 g 4 location. Annotated on the Amoco Well are the correlation
5 A. Exhibit 2isastructure contour map on top of the 5  markersfor Haynesville Marker, it's not the top of the
6  Smackover formation, scale of oneinch equal 1,000 feet, 6  Haynesville section but a correlative marker that we are able
7  contour interval of 50 feet. Thismap is derived from 7  tofind in the wellbores and correlate around the top of the
8  integration of a 3D seismic volume that we shot last year. 8  Buckner section, and then the top of the Smackover again
9  Weshot several hundred square miles of dataand this 9  shown at minus 13,762 subseain the Amoco Brown Foundation
10  prospective structureis not in the perimeter, but generally 10 29-13well.
11  inthemiddle of the datavolume. And so we have taken that 11 Asyou move from the Brown Foundation Well on
12  seismic dataand integrated the subsurface data throughout 12  theright, you move to the North. You go through asyncline
13  thedatavolume and come up with a Smackover depth map which |13 approximately equal distance between that wellbore and our
14  ispresented here as the structural depth map on top of the 14  proposed location. And as depicted, based on the seismic,
15  Smackover. 15  youcome up onto an anticlinal feature that we would test at
16 One well penetration in these four sectionsis 16  theapex of that structure with our proposed Craft-Brown
17  shownto the South. It'sthe Amoco Brown Foundation Well 17  Well. Asyou continue to the North, you fall off structure
18  intercepted the top of the Smackover at minus 13,762 feet 18  and dip off to the North.
19  subsea. Thecontour interval again is 50 feet and you can 19 Q. Allright. Let'sgo now toyour Exhibit 4 whichis
20  seefrom the Amoco Well, which isdrilled on a structural 20  thefirst confidential seismic line that demonstrates through
21  nose, asyou move to the North and go through a syncline and 21  the 3D seismic tool what you have shown here graphically. So
22  then come up on anticlinal feature which iswhat we intend to 22  describe the seismic line on Exhibit 4.
23  test at the apex with the drilling of our Craft-Brown 20-13 23 A. Thislineisagain aong theline of section that is
24  Well. 24  onExhibit 2. It'sA - A" and so it's generally North/South
25 We anticipate that we will be structurally high 25  seismic line going through the Brown Foundation Well which is
Page 34 Page 36
1  tothe Amoco Brown Foundation Well whichwasadry holein | 1 shown on the right-hand side of Exhibit 4. The dark seismic
2 the Smackover. Also shown on this cross-section are two -- 2 peak amplitude at approximately 2.7 seconds is the top of the
3 or, excuse me, on the structure map are two lines of 3 Smackover. Again, that is derived from interfacing al of
4 cross-section,anA-A'andB - B'. 4 thewell datawith our seismic data.
5 The following Exhibit Number 3 will bea 5 So as you go from the Amoco Well to the North,
6  structural cross-section incorporating the Amoco Brown log 6  you go -- dip to the North into a syncline and then that
7  with our proposed location, and then we have two seismic 7  synclineturns around and you gain structure then back to our
8  sectionsthat have been extracted from the 3D data volume, 8  proposed location. Asyou continue North, you fall off of
9  oneaso aong the same line as the structural cross-section, 9  theapex of the structure again to North dip.
10  thegeological sectionfor A -A', and then B - B'isan 10 So clearly at our proposed location as shown on
11  East/West seismic line through the structure. Those will 11  that section, we are anticipating to drill the apex at the
12  demonstrate clearly that it's an anticlinal structure 12 top of the structure which is a necessity for asking for an
13  separate from the Amoco Well. 13 exceptional unit.
14 MR. WATSON: At this point and before we get to 14 Q. Allright,sir. Andyour Exhibit Number 57
15 those seismic exhibits, Mr. Rogers, | have pre-filed an 15 A. Exhibit 5isan East/West cross-section again shown
16 affidavit requesting that the seismic lines be kept 16  onthe structure map, Exhibit 2, it's B - B' and it's simply
17 confidential. | would ask that you rule that those lines 17  aseismic line through the apex of the structure running
18 when we get to those two exhibits, 4 and 5, are, in fact, 18 East/West. Thetielineisshowninred whichasois
19 confidential and not available to the public? 19  coincident with our location of the proposed Brown Well,
20 MR. ROGERS: The Affidavit of Confidentialy is 20  Craft-Brown. And, again, that shows clearly that the
21 admitted and the Staff -- the Hearing Officer rules that 21  location that we anticipate drilling is at the apex of the
22 these exhibits are confidential and proprietary and 22 structure.
23 unavailable for public disclosure. 23 Q. Allright,sir. Now, looking at your Exhibit 2in
24 Q. (BY MR.WATSON:) All right, sir. Let'sgo to your 24  theseseismiclines4 and 5, if you wereto drill thiswell,
25 nextline. Thisisagraphic line of cross-section, your 25  the Craft-Brown Well at aregular governmental quarter
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1  quarter section, it would be, it looks to me like a pretty 1 A. Thatiscorrect, in those two sections.
2 extreme exceptional location; isthat correct? 2 Q. Allright, sir.
3 A. Thatiscorrect. 3 MR. WATSON: Mr. Rogers, | would ask that you
4 Q. Would it be off the apex of the structure, of course; 4 receive into the record of this hearing Exhibits 1 through 5
5 isthat correct? 5 to the testimony of Mr. Skidmore.
6 A. Wadl,if wewereto movethelocation tothe--toa 6 (Whereupon, (Item 13) Exhibits 1-5 were
7  legal location, then, yes, we would be losing structural -- 7 offered into evidence.)
8  losing structural position from the apex of the structure as 8 MR. ROGERS: The exhibits are admitted.
9  wehaveitinterpreted. 9 (Whereupon, (Item 13) Exhibits 1-5 were
10 Q. Sothisisbased oninformation you have fromthe3D, |10 received into evidence.)
11  thisisthe optimum geological point from which to test this 11 Q. (BY MR.WATSON:) Mr. Skidmore, would the granting of
12 structure? 12  thispetition promote orderly development, prevent waste and
13 A. Thatiscorrect. 13  protect correlative rights?
14 Q. And then the 40-acre split unit is necessary to put 14 A. Yes itwould.
15 thiswell somewhat at alegal location on asplit unit, 15 MR. WATSON: | tender my witnessto you for any
16  correct? 16 questions you have, Mr. Rogers, and the Staff.
17 A. Thatiscorrect, and it placesthe wellbore 17 MR. ROGERS: The Affidavit of Confidentialy is
18  approximately in the East to West geographic center of that 18 admitted as Exhibit B and the Affidavit of Noticeis
19  proposed unit. 19 admitted as Exhibit A. One question | had, Mr. Watson, with
20 Q. Sotdl us, Mr. Skidmore, should thiswell be 20 all these people here, I'm alittle confused now, common
21  completed as acommercia producer, you, of course, would |21 ownership, these are --
22 haveto come back to this Board to ask for aproduction unit. |22 MR. WATSON: We gave alarger area. We noticed
23  Canyou kind of tell us based on this structure and the 23 alarger areaand some to the South of this proposed unit.
24 pre-drill information that you have how you might propose an |24 MR. ROGERS: But the South Half of each section
25  ultimate production unit assuming 160 acres? 25 is--
Page 38 Page 40
1 A.  Yes. Wewould take certainly the data that we gained 1 MR. WATSON: Common.
2 fromdrilling thiswell, the well data, and assuming it is 2 MR. ROGERS: -- owned by?
3 productive, core data and the well test data, we would take 3 MR. WATSON: Cedar Creek Land & Timber. When
4 the new point of subsurface control, reincorporate that into 4 you get down in Sections 29 and 30, it's diverse.
5  our seismic interpretation, tie in our seismic and our sonic 5 MR. ROGERS: All right. Well, | just need to
6  logsfrom the wellbore, and the structural interpretation we 6 say that we don't want to -- we will just have to look at
7  donot anticipate would change substantially. Wewould 7 the evidence to consider the unit at thetime. We
8  reintegrate that new data. And based upon the oil column 8 understand that you are asking for this unit because the
9  that we seein that wellbore and well test data, we would 9 optimum location would be an extreme exceptional location if
10  proposeto form aunit that would cover the productive area 10 it were on aregular unit, but we don't want to any way
11 of thisstructure. 11 assume that your statements that they are accepted at this
12 Q. Andif that 160-acre unit would not cover the 12 hearing, you understand that, Mr. Watson?
13  productive area after the new information comesin, then you 13 MR. WATSON: Asfar asthe ultimate unit?
14  would have at your option, assuming that we could meet the 14 MR. ROGERS: Asfar asthe ultimate unit.
15  statutory obligations, up to a 240-acre unit to encompass all 15 MR. WATSON: Yes, sir. Wewere just giving you
16  of thestructure for potentially productive structure? 16 some idea about what we would be looking at should it be
17 A. Yes, thatiscorrect. The maximum closure on this 17 successful.
18  structure encapsulates approximately 200 acres of maximum 18 MR. ROGERS: All right.
19  closurewithin the contours. And so that would be the 19 MR. WATSON: And many of these peoplelisted on
20  maximum size of the structure that we would anticipateif we |20 this are working interest owners. We noticed working and
21  arelucky enough that it would be full to the spill point. 21 royalty.
22 Q. Andjustin case there could be some hanging out, and 22 MR. ROGERS: So the same identical working
23 | usetheterm "hanging out," beyond the limits of the 23 interest isin both of the sections, South Half of Section
24 production unit, the areaisin common ownership and you have | 24 19 and South Half of 20 and the same -- in the same
25  leaseson the entire areg; isthat right? 25 percentages?
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1 MR. SKIDMORE: Yes. Working interest ownersis 1 MR. HALE: Yes, sir, | have.
2 common in all four of those sections. 2 MR. TYRA: And your Affidavit of Qualifications
3 MR. ROGERS: All right. Well, wejust don't 3 ison file with the Board; is that correct?
4 need to -- | don't think we need to get into that anymore 4 MR. HALE: Yes, sir.
5 about whether you are required to drill two wellsif you 5 MR. TYRA: Areyou familiar with the petition
6 can't get your productive area within the 160 or the 240, 6 that has been filed in this matter and the allegations made
7 and so we don't want to give any indication that we support 7 therein?
8 that. Wejust want to tell you that depending on the 8 MR. HALE: Yes, | am.
9 evidence, you will come back to the Board for a unit -- and 9 MR. TYRA: Have you prepared exhibits in support
10 the normal process, if you decide to go with alarge unit, 10 of that petition?
11 you will have to petition the Board for a production unit 11 MR. HALE: Yes.
12 and then come back and enlarge that. 12 MR. TYRA: | tender Mr. Hale as an expert
13 MR. WATSON: Absolutely. We are not trying to 13 petroleum geologist.
14 prejudge anything. We were just kind of giving you our idea |14 MR. ROGERS: Heis so recognized.
15 there. 15
16 MR. ROGERS: We appreciatethat. Any questions |16 STEVE HALE,
17 from the Staff? 17 having been first duly sworn, was examined and testified
18 DR. BOLIN: No questions. 18 asfollows:
19 MR. ROGERS: Anything else, Mr. Watson? 19
20 MR. WATSON: That isal we have. 20 (ITEM 13) DIRECT EXAMINATION BY MR. TYRA:
21 MR. ROGERS: The Staff will review the evidence 21 Q. If youwould, turnto your exhibits, Exhibit 1 and
22 and make a recommendation to the Board. 22 explain what that shows, please.
23 MR. WATSON: Mr. Skidmoreremindsme, Dr. Bolin |23~ A.  Thisisjust referencing our proposed 40-acre
24 and Kirk, that we are currently drilling the Laurie well 24 exceptiona unit Section 5, 11 North, 4 West in Western
25 closeto thiswell. And as soon as that well finishes, it's 25  Choctaw County. Also shows our proposed location and it
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1 moved to thiswell. Sotimeiskind of in the essence on 1  includesthe -- some of the control that we are keying off
2 the permitting. We understand you have got to make a 2 of, the Esenjay Bell 5-8 Well to the South of us and the
3 recommendation to the Board, but we plan to move arig on 3 recently drilled Alta Mesa Harrell-Carney Well back up to the
4 within the next two weeks if the Board approvesiit. 4 Northeast.
5 MR. MCQUILLAN: That shouldn't be a problem. 5 MR. TYRA: All right, sir. Beforewe go any
6 MR. ROGERS: The next item is 15, Docket No. 6 further, | have previoudly filed an Affidavit of Noticein
7 9-10-13-09, petition by JL Resources, LLC. 7 this matter, Mr. Rogers. We gave notice to everyonein the
8 MR. TYRA: Mr. Rogers, | have one witness to be 8 Northeast Quarter of Section 5, Township 11 North, Range 4
9 sworn in, please. 9 West upon the directions of thisBoard. | would like for
10 MR. HALE: SteveHale, San Antonio. 10 that Affidavit of Notice to be made a part of the record.
11 (The Hearing Officer swears in the witness.) 11 (Whereupon, (Item 15) Affidavit of Notice was
12 MR. TYRA: Mr. Rogers, I'm John Tyra here on 12 offered into evidence.)
13 behalf of JL Resources, LLC. We have filed a petition 13 MR. ROGERS: The affidavit is admitted.
14 asking this Board to approve an exceptional 40-acre drilling 14 (Whereupon, (Item 15) Affidavit of Notice was
15 unit for the proposed James A. Bell 5, No. 1 Well. The 15 received into evidence.)
16 exceptional unit is nongovernmental. It isto consist of 16 MR. TYRA: | apologize for that interruption.
17 the South Half of the Northeast Quarter of the Northeast 17 Q. (BY MR.TYRA:) | apologize, Mr. Hale. If you would,
18 Quarter and the North Half of the Southeast Quarter of the 18  moveto Exhibit 2 and tell uswhat that is.
19 Northeast Quarter of Section 5, Township 11 North, Range4 |19  A.  Thisisatime map, a structure map from the 3D data
20 West in Choctaw County, Alabama. 20  set ontop of our Smackover event. It's showing our proposed
21 Thiswould be an exception to Rule 21 location, our area of structural closure, also indicates the
22 400-1-2-.02(2)(a) of the State Oil and Gas Board of Alabama |22  position of some faulting that occurs at the crest of this
23 Administrative Code. | have one witnesswho hasbeen sworn |23 structure. Y ou have got one North/South oriented fault that
24 in, Mr. Steve Hale. Have you previously testified before 24 isdowntothe West. Another fault that is East/West
25 this Board, sir? 25  oriented that terminates into the previous fault that is down
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1  tothe South that cuts some section out of our key well, our 1  Smackover asthe purple trough and the top of Buckner asthe
2  Esenjay 5-8 Well. And aso, again, it indicates the position 2 green pesk immediately aboveit. Andin thisview, you can
3 of our 40-acre unit, our proposed location which would just 3  clearly seethe displacement at top of Smackover on one of
4 bebacking away from the previously drilled Esenjay Well, but | 4  thefaultsthat we can pick up with on the data set and then
5  dill staying in astructurally advantageous unit relative to 5 indicates our proposed location relative to the faulting and
6  our seismically indicated structural closure. 6  the most advantageous structural crestal position on this
7 The exhibit also references a 7  feature.
8  Northeast/Southwest oriented line of section that is the next 8 Q. Soyouarelooking to drill thiswell at the apex of
9  exhibit and shows the structural separation between our area 9  that structure; isthat correct?
10  of interest in Section 5 and the well back up to the 10 A. Wewouldbeaslightly off the crestal position in
11  Northeast, the AltaMesarecently drilled well. 11  order to pick up amore complete and porous Smackover section
12 Q. Allright, sir. Turnto that Exhibit 3. 12 just with respect to the old Esenjay Well that is back down
13 A. Thenext exhibit isrunning Northeast/Southwest 13  tothe South of us, but still at it, at close to the crestal
14  structura cross-section. It includesthe Texas City No. 1 14  position for -- at Smackover depth.
15 Bell Unit back down to the South of our location. It hasa 15 Q. Soconsidering al the factors, in your opinion,
16  thick Buckner anhydrite section in that well and athick well 16  would this be the optimum location of the proposed well?
17  developed Smackover interval. 17 A. Yes
18 The well that we would be keying directly off of 18 Q. Okay,sir. If youwill, look at Exhibit 6 and
19  istheEsenjay No. 1 Bell 5-8. And what you are seeing in 19  describe what that shows, please.
20  thiswell isatruncated section within the Smackover 20 A. Thisisour proposed drilling unit which would give
21  partially faulted out and partialy just thinned over the 21  usour location that isindicated on the previous exhibits
22 preMesozoic section that thisinterval is compactionally 22 and would also take advantage of the best surface location as
23 draped across, and then our proposed location whichwouldbe |23 far aslogistics and facility.
24 back to the Northeast of the Esenjay Well where we would 24 Q. Okay,sir. That plat is showing the proposed
25  anticipate encountering afull section of the Buckner 25  drilling unit as the South Half of the Northeast of the
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1  anhydrite top seal and Smackover reservoir section. 1 Northeast and the North Half of the Southeast of the
2 Q. Sothat Bell 5-8 Well, the Esenjay Well, it had ail 2 Northeast of Section 5; isthat correct?
3 shows; isthat correct? 3 A Yesgdir.
4 A, ltdid, butjust very limited section. 4 Q. Now, if youwereto drill thiswell on agovernmental
5 Q. Allright,sr. 5  quarter quarter as required by the rules consisting of the
6 MR. TYRA: We have some confidential exhibits 6  Northeast Quarter of the Northeast Quarter you would be
7 now, Exhibit 4 and 5. | had previously filed an Affidavit 7  33feet off of the South line of that Northeast Quarter of
8 of Confidentially concerning these matters asking that these 8  the Northeast Quarter, would you not?
9 two exhibits be held proprietary and confidential. 9 A. Yes
10 MR. ROGERS: The Affidavit of Confidentidlity is 10 Q. Andthatisanextremely exceptional location,
11 admitted and the exhibits are ruled to be confidential and 11  correct?
12 proprietary and unavailable for public disclosure. 12 A. Correct.
13 (Whereupon, (Item 15) Affidavit of 13 Q. Sothepurposeof the split unitisto haveit at the
14 Confidentiality was received into evidence.) 14  optimum geological location and avoiding the extreme
15 MR. TYRA: Thank you. 15  exceptional location that a governmental quarter quarter
16 Q. (BY MR.TYRA:) Allright, sir. If youwill, turn to 16  would require; isthat correct?
17  your Exhibit 4. 17  A. Correct.
18 A. Exhibit 4 again just shows our time map at the top of 18 Q. Inyour opinion, would the granting of the petition
19  Smackover where five mil contour interval indicatesour area |19  prevent waste and protect correlative rights?
20  of structura closure and references the ARB line one and 20 A. Yes
21  East/Westin an East/West orientation that runsthroughour |21 Q.  Would it also avoid the drilling of unnecessary
22  proposed location and continues onto the West and catches 22 wells?
23 part of the North/South oriented fault down to the West fault (23 A.  Yes.
24 that cross cuts this, the crestal position on this structure, 24 MR. TYRA: | would ask that the exhibits to the
25  that isthe next exhibit. And the lineindicates the top of 25 testimony of Mr. Hale be made a part of record at thistime.
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1 (Whereupon, (Item 15) Exhibits 1-6 were 1 made a part of the record at an appropriate time.
2 offered into evidence.) 2 (Whereupon, (Item 16) affidavit of ownership
3 MR. ROGERS: The exhibits are admitted. And 3 of lease hold and drilling rights, amended
4 let's see, they are Exhibits 1 through -- 4 affidavit, and Affidavit of Notice were
5 MR. TYRA: 1 through 6 with Exhibits4 and 5 5 offered into evidence.)
6 being confidential. 6 MR. ROGERS: I'll go ahead and admit those,
7 MR. ROGERS: 1 through 6, Exhibits4 and 5being | 7 Mr. Coleman.
8 confidential, the Affidavit of Notice will be Exhibit A and 8 (Whereupon, (Item 16) affidavit of ownership
9 affidavit of confidentiaity will be Exhibit B. 9 of lease hold and drilling rights, amended
10 (Whereupon, (Item 15, Exhibits 1-6, A and B 10 affidavit, and Affidavit of Notice were
11 were received into evidence.) 11 received into evidence.)
12 MR. TYRA: | would tender the witness for any 12 MR. COLEMAN: Thank you, sir.
13 questions that the Staff or you may have, Mr. Rogers. 13 MR. ROGERS: Mr. Ross, the amended affidavit,
14 DR. BOLIN: The Staff has no questions. 14  theoriginal affidavit and the Affidavit of Notice.
15 MR. ROGERS: Theonly question, just a 15 MR. COLEMAN: We have filed an original petition
16 clarification, you've testified to this, your interpretation 16  andthat petition has been amended and the Docket Number has
17 there is potential communication from the Bell Well and the | 17 now got the suffix A onit. And the main purpose of that
18 proposed well, communication there? 18 amendment was to reflect that thisis a proposed drilling
19 MR. HALE: Very limited. They lost essentially 19  unitwhichisasa productive extension of the Brooklyn
20 all of the top of the Smackover interval that istypically 20 Field, and also the amended petition does change the number
21 the zone that we completein so -- 21 slightly since another lease has comein, so | just wanted
22 MR. TYRA: But there may be minimal 22 tomakeyou aware of that.
23 communication? 23 The personal resume of Mr. Ross has been
24 MR. HALE: Yeah, thereis some of that section 24 submitted to Mrs. Merritt and is with the Board right now
25 preserved. We have the porosity logs on that well and you |25 and | would like to ask Mr. Ross to briefly state for the
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1 do see some development. But we would be hoping to pick up 1 record his educational and work experience asit relates to
2 an entire -- you know, a complete upper Smackover section 2 the oil and gasindustry.
3 that they for the most part lost in that well, although they 3 MR. ROSS: | obtained a bachelor's degreein
4 did have some mud log and log shows in their thin section. 4 businessin 1978, started working in the oil industry in
5 MR. ROGERS: All right. Anything else? 5 1979 performing title work, lease acquisitions, abstracting
6 MR. TYRA: Thatisal, Mr. Rogers. Thank you. 6 title curative, division order analysis, also Fieldwide
7 MR. ROGERS: The Staff will review the evidence 7 Unitization and federal communitization agreements as well
8 and make a recommendeation to the Board. 8 as acquisitions of right of ways, accessing sites for the
9 The next itemis Item 16, Docket No. 9 wells. | worked for several major oil companies and several
10 9-10-13-10, petition by Fletcher Petroleum Corporation. 10 independents in the Southeast Region, primarily in Alabama,
11 MR. COLEMAN: Mike Coleman for Fletcher 11 Mississippi, Northwest Florida and Louisiana
12 Petroleum Corporation. | have one witness, Mr. John Ross. 12 MR. COLEMAN: Okay. Based on the personal
13 MR. ROGERS: State your name. 13 resume of qudlifications and Mr. Ross's testimony, | would
14 MR. ROSS: John Ross, Altoona, Alabama. 14 ask that he be recognized as an expert petroleum landman.
15 (The Hearing Officer swearsin the witness.) 15 MR. ROGERS:. Heis so recognized.
16 MR. COLEMAN: Mr. Rogers, thisis a petition by 16
17 Fletcher Petroleum Corporation to force pool without risk 17 JOHN ROSS,
18 compensation the Northwest Quarter of Section 26, Township4 |18 having been first duly sworn, was examined and testified
19 North, Range 12 East in Conecuh County, Alabamaas a 19 asfollows:
20 160-acre drilling unit as a productive extension of the 20
21 Brooklyn Field. And in that regard, an affidavit -- | will 21 (ITEM 16) DIRECT EXAMINATION BY MR. COLEMAN:
22 refer to an affidavit of ownership of lease hold and 22 Q. Mr. Ross, have you been engaged in connection with
23 drilling rights and an amended affidavit in the same manner 23 the proposed Benjamin 26-4 Well to be drilled in Conecuh
24 of Mr. Ross have been filed for record and my Affidavit of 24 County, Alabama by Fletcher Petroleum Corporation?
25 Notice has also been filed and | would ask that those be 25 A. Yes | have
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1 Q. Andhaveyou had the primary responsibility for 1 questions which they may have.
2 obtaining leases in connection with this 160-acre tract? 2 MR. ROGERS: All right. Any questions from the
3 A. Thatiscorrect. 3 Staff? We have admitted the Affidavit of Notice as Exhibit
4 Q. And,infact, have you been involved with this 4 A, the Affidavit of Ownership is Exhibit B and the
5  project sincethe year 2011? 5 affidavit -- amended Affidavit of Ownership as Exhibit C.
6 A. Sinceearly 2011. 6 DR. BOLIN: The Staff has no questions.
7 Q. Youhad occasion to speak with atitle attorney in 7 MR. ROGERS: No questions. Anything else,
8  Mobile concerning the title to this property? 8 Mr. Coleman?
9 A. Yes|have 9 MR. COLEMAN: No, sir, that isall.
10 Q. Haveyouhad occasionto look at an abstract relating |10 MR. ROGERS: We will review the evidence and
11  tothisproperty? 11 make a recommendation to the Board.
12 A. lhave 12 MR. COLEMAN: Thank you very much.
13 Q. And haveyou had numerous occasions to update that |13 MR. ROSS: Thank you.
14 abstract and work in connection therewith? 14 MR. ROGERS: The hearing is adjourned.
15 A. Yes, dr, | have on aweekly and monthly basis. 15
16 Q. You have heard me state to the Staff that an 16 (The hearing was adjourned at 11:20 am.)
17  affidavit of what | will refer to as ownership of lease hold 17
18  and drilling rights of yourself has been submitted aswell as |18
19 an amended affidavit; is that correct? 19
20 A. Yes, sdir. 20
21 Q. Andareyou familiar with the matters set forth in 21
22 that affidavit? 22
23 A. Yes|am. 23
24 Q. Arethey trueand correct to the best of your 24
25 knowledge, information and belief? 25
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1 A. Yessir, they are. 1 CERTIFICATE
2 Q. Anddothey fairly and accurately portray the 2
3 outstanding interest in this proposed unit to the best of 3 STATE OF ALABAMA)
4 your knowledge, information and belief? 4 JEFFERSON COUNTY)
5 A. Yes, gir, they do. 5
6 Q. Andthosefigures, as| understand it, approximate 6 | hereby certify that the above and foregoing
7 4.2396 percent mineral interests outstanding intheunitasa | 7 proceedings were taken down by mein stenotype, and the
8  wholewhich isa160-acre unit; is that correct? 8 questions and answers thereto were reduced to typewriting
9 A. Yes,dir, that iscorrect. 9 under my supervision, and that the foregoing represents a
10 Q. Andthat would translate to approximately 6.7834 net |10 true and correct transcript of the proceedings given by
11  minera acresthat are currently outstanding; is that 11 said witness upon said hearing.
12 correct? 12 | further certify that | am neither of counsel
13 A. Yessdir. 13 nor of kin to the parties to the action, nor am | in
14 Q. Allright, sir. Andyou arefamiliar with the 14 anywise interested in the result of said cause.
15  proposed Benjamin 26-4 Well; isthat correct? 15
16 A. Yes, dir, that iscorrect. 16
17 Q. Andinyour opinion asan expert petroleum landman, |17
18  would the granting of this petition prevent waste, protect 18
19  thecorrelativerights of the ownersin the proposed unit and |19
20  avoidthedrilling of unnecessary wells? 20
21 A.  Yes dir, thatismy belief. 21 ) )
22 Q. Allright,sir. 22 %E%@?F@f&ﬁﬁ R%V'SA)W S, CCR, RPR
23 MR. COLEMAN: | would submit this matter to the |23 ocrﬁnﬁflsgz’ner%ﬁh%gl?’o 14
o . ate of APabamaat Large
24 Board based on the affidavits and the testimony of Mr. Ross | 24 My Commission Expi reg:: 12/03/16
25 and | would tender him as a witness to the Staff for any 25
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