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EXAMINER'S REPORT AND RECOMMENDATION
STATEMENT OF THE CASE

This is the unprotested application of Chesapeake Operating that the production from the
Travis Peak Formation in the proposed “consolidated and expanded” area be designated as “tight”
and be eligible for the high cost state severance tax incentives pursuant to 16 TAC 83.101. Itis
proposed that the previously approved area designations be consolidated into one designation and
this consolidated area designation be expanded to include a greater area.  The examiner
recommends approval.

DISCUSSION OF THE EVIDENCE

The proposed area designation is located in Rusk, Nacogdoches and Shelby Counties and
covers 124,369 acres. Within the proposed designated area there have been eight tight gas sand
designations covering 65,508 acres that have been approved over the last 20 years. There are a
number of Travis Peak Fields that have grown together over time and the formation in any of these
fields is representative of the Travis Peak Formation throughout the area. The 10 Commission
recognized fields are: Naconiche Creek (Travis Peak) [SWR Rules]; Naconiche Creek, W. (Travis
Peak) [SWR Rules]; Appleby, N. (Travis Peak) [Sp. Fd. Rules 640/optional 40]; Campground Creek
(Travis Peak) [SWR Rules]; Garrison (Travis Peak) [Sp. Fd. Rules 640/optional 80]; Joliat (Travis
Peak) [SWR Rules]; Maronda (Travis Peak) [SWR Rules]; Pearson (Travis Peak) [SWR Rules];
Toolan (Travis Peak) [Sp. Fd. Rules 640/optional 320] and Wanders Creek (Travis Peak) [SWR
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Rules]. Additional data points have been obtained to substantiate the expansion area. There are
a total of 39 data points. The geometric average permeability ranges from .0065 to .0051
millidarcies (md) and the corresponding geometric average stabilized flow rates range from 74 to
59 MCFD. The average depth to the top of the Travis Peak Formation is 7,950" which corresponds
to a maximum allowed pre-stimulation stabilized flow rate of 336 MCFD pursuant to Rule 101. The
in-situ permeability can be no greater than 0.1 md (millidarcies). Inthis application, only gas fields
are being considered and therefore there is no crude oil being produced.

The proposed area is shown on the geographical map submitted and all the expanded
designated area is contained within 2-1/2 miles from a data point. The previous applications are:
6-79,349; 6-92,079; 06-0237044; 06-0235355; 06-0211146; 06-0200244; 06-222112; and 06-
0244882. These were approved between May 1985 and November 2005. The analysis was
performed by five different operators. It is proposed that the same well and interval designation as
approved in Docket No. 06-0235355 continue to be used for this application which is the entire
Travis Peak Formation from the base of the Pettit to the top of the Cotton Valley as shown on the
Prairie Producing Co., L.L. Jasper Well No. 1 from 8,008' to 10,270" (API No. 42-347-31324).

The initial 65,508 acres used 31 data points. The geometric average permeability for these
wells is .00511 md and the geometric average stabilized flow rate is 70 MCFD. For the expanded
area, an additional 8 data points were added. Two permeability analyses were performed. The first
is a correlation (approved in Docket No. 06-79,349) used to calculate the apparent formation
permeability from post-stimulation well test flow data. In the second analysis, the new data point
wells are assigned the geomean permeability of .005 md as calculated from the first 31 data point
wells which is representative of the permeability expected through the Travis Peak Formation in the
proposed area. The first analysis determined the permeability with a geomean of .0065 md and a
flow rate geometric average of 74 MCFD. The second analysis determined the permeability with
ageomean of .0051 md and a flow rate geometric average of 59 MCFD.  The in-situ permeability
based on the original 31 data points ranged from .00003 to .072 md and the analysis methodologies
include bottomhole pressure buildups, pressure drawdowns, type curves, core data, daily well test
data and history matching of performance data. In the proposed expanded area, the permeabilities
ranged from .00649 to .005 md. A physical description of the counties, surveys and abstracts is
attached.

There have been a total of 235 wells which have produced from the Travis Peak within the
proposed area. Currently there are 168 active wells. The majority of the active wells (138 of 168
wells) are in the Appleby, N and Naconiche Creek (Travis Peak) Fields. The Naconiche Creek
(Travis Peak) Field was recently consolidated into the Naconiche Creek (Rod.TP Cons.) Field.

FINDINGS OF FACT

1. Notice of this hearing was provided to all affected parties on December 1, 2005 and there
was no protest registered.
2. The proposed area designation is located in Rusk, Nacogdoches and Shelby Counties and
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covers 124,369 acres.

a. Within the proposed designated area there have been eight tight gas sand
designations covering 65,508 acres that have been approved over the last 20 years.

b. The following Travis Peak Fields have grown together over time: Naconiche Creek
(Travis Peak) [SWR Rules]; Naconiche Creek, W. (Travis Peak) [SWR Rules];
Appleby, N. (Travis Peak) [Sp. Fd. Rules 640/optional 40]; Campground Creek
(Travis Peak) [SWR Rules]; Garrison (Travis Peak) [Sp. Fd. Rules 640/optional 80];
Joliat (Travis Peak) [SWR Rules]; Maronda (Travis Peak) [SWR Rules]; Pearson
(Travis Peak) [SWR Rules]; Toolan (Travis Peak) [Sp. Fd. Rules 640/optional 320]
and Wanders Creek (Travis Peak) [SWR Rules].

3. The previous applications are: 6-79,349; 6-92,079; 06-0237044; 06-0235355; 06-0211146;
06-0200244; 06-222112; and 06-0244882 and were approved between May 1985 and
November 2005.

4, The proposed consolidated area is shown on the geographical map contained in the
application and the counties, surveys and abstracts are attached to the Final Order and all the
expanded designated area is contained within 2-1/2 miles from a data point.

5. The proposed interval, the entire Travis Peak Formation from the base of the Pettit to the top
of the Cotton Valley as shown on the Prairie Producing Co., L.L. Jasper Well No. 1 from
8,008't010,270" (API No. 42-347-31324), meets the Commission’s guidelines for high cost
and/or tight gas formation designation.

6. The area of application meets the Railroad Commission permeability guidelines.

a. According to the 16 TAC 83.101(f) regulations the average in-situ prestimulation
permeability must not exceed 0.1 md.

b. The geometric average permeability ranges from .0065 to .0051 millidarcies.
C. There are a total of 39 data points.

7. The wells within the area of application meets the Railroad Commission flow rate
guidelines.

a. Regulations specify that the stabilized prestimulation producing rates must not be
expected to exceed 5 BOPD and a depth dependent gas rate for wells completed in
the area of application.

b. The corresponding geometric average stabilized flow rates range from 74 to 59
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MCFD. The average depth to the top of the Travis Peak Formation is 7,950" which
corresponds to a maximum allowed pre-stimulation stabilized flow rate of 336
MCFD pursuant to Rule 101.

C. There are a total of 39 data points.
d. Only gas fields are being considered and therefore there is no crude oil being
produced.

CONCLUSIONS OF LAW

1. Proper notice was issued to all affected persons as required by the applicable codes and
regulatory statutes.

2. The Commission is the appropriate agency to make a determination concerning high cost
and/or tight gas formation certification pursuant to 16 TAC 83.101.

3. The proposed areas comply with the provisions of 16 TAC §3.101 and the Commission
recognizes the area of application as complying with these requirements sufficient to support
a determination that all wells within this area are producing from a high cost and/or tight
gas formation.

4. Gas produced from wells completed in the proposed area designation in the Travis Peak
Formation, identified by plat in this hearing and the attached real property descriptions
indicating county, survey and abstract is high cost and/or tight gas pursuant to 16 TAC
§3.101

EXAMINER'S RECOMMENDATION

The examiner recommends the attached order be entered to recommend that the Travis Peak
Formation proposed, the previously approved area designations be consolidated into one designation
and this consolidated area designation be expanded to include a greater area be designated and
certified as a tight gas formation and area and therefore produces high cost gas.

Respectfully submitted,

Thomas H. Richter, P.E.
Technical Hearings Examiner
Office of General Counsel

COUNTY SURVEY ABSTRACT
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