THE STATE CORPORATION COMMISSION
OF THE STATE OF KANSAS

Before Commissioners: Mark Sievers, Chairman
Ward Loyd
Thomas E. Wright

In the Matter of Establishing Special ) Docket No. 12-CONS-117-CEXC
Field Rules Governing Operators of )

Horizontal Wells Drilled in the ) CONSERVATION DIVISION
Mississippi Formation in the State of )

Kansas. : )
ORDER GRANTING APPLICATION

This matter comes before the State Corporation Commission of the State of Kansas
(“Commission™) on the application of its Staff to establish rules governing operators of |
horizontal wells drilled in the Mississippi Formation in Kansas. The Commission, giving due
consideration to the record herein, the Kansas Statutes, and its regulations, makes the following
findings of fact and conclusions of law:

1.  The application was filed on October 14, 201 L.

2.  The application was heard as noticed on November 17, 2011. Stanford J. Smith, Jr.,
appeared for Chesapeake Exploration and Production, LLC (* e”); David E. Bengtson
appeared for SandRidge Exploration and Production, LLC (“SandRidge™); Timothy E. McKee
appeared for Reeder Operating, LLC (“Reeder”); and John McCannon, Litigation Counsel,
appeared for Commission Staff and the public generally.

3. Staffreported on notice. Hearing no objection to notice, the Commission found that
notice was proper and that it had jurisdiction of the parties and the subject matter of this docket.

4. Hearing no objection to the motions of Chesapeake and SandRidge to intervene in

this docket, the Commission granted those motions.



L TESTIMONY

5.  Staff presented the testimony of Douglas C. Louis, Conservation Division Director
and licensed geologist. Mr. Louis’ testimony supported the application and the establishment of
field rules to govern operators drilling horizontal wells in the Mississippi Formation in Kansas.
Mr. Louis explained the process leading up to the filing of the application by Staff and explained
why the special field rules are necessary. He then went through each of the proposed rules and
explained why each rule is appropria;te to govern operators of horizontal'wells in the Mississippi
Formation. Mr. Louis testified that adoption of the special field rules will allow the well
permitting process to be accelerated, but will still allow Staff to collect pertinent well
information, and will not adversely affect correlative rights, cause waste, or jeopardize public
safety; ' A .

6. Chesapeake presented the testimbny of David W. Evans, a petroleum engineer and
Senior Asset Manager of Chesapeake’s Northern Mid Continent District. Mr. Evans supported
the application and testified about several specific provisions. He testified that no longer
requiring the filing of an application and notice for each Mississippi horizontal well would speed
up the approval process. Horizontal wells should be treated the same as vertical wells, and as
long as the well meets statewide setback requirements, the well should be evaluated through the
intent to drill process instead of an application. In addition, he testified that both the proposed
oil allowable and gas allowable for Mississippi horizontal wells are appropriate. The oil .
allowable equates to the same allowable for a series of vertical wells spaced 660 feet apart, and
the gas allowable would allow production at a rate that would maximize associated oil recovery.

The proposed requirement to provide an “as drilled” plat with the well completion report is



appropriate because it will allow Staff and other operators to verify that the well, as drilled,
meets all setBack requirements.

7. SandRidge presented the testimony of Dustin Elmore, an operations engineer for
SandRidge. Mr. Elmore testified that SandRidge supports all of the proposed rules in Staff's
application, and he testified in detail about several specific provisions. First, Mr. Elmore
testified that it is not possible to test most horizontal Mississippi wells using the current required
gas well testing procedure. Those wells generally have a high volume of water and require
artificial lift to produce. As a result, those wells will not flow into a pipeline as required by the
current gas well testing regulations. In addition, the well test is not needed on horizontal
Miississippi wells because it will not be used to assign a gas production allowable to those wells.
. Second, Mr. Elmore testified that in most, if not all, cases, Mississippi horizontal wells will need
to be flared for periods longer than. currently allowed for the gas to “clean up” to meet pipeline
specifications. The longer flaring period allowed by the proposed rule eliminates the need under
the current rules for operators to file an application for an exception for almost every Mississippi
horizontal well. Third, Mr. Elmore testified that most, if not all Mississippi horizontal wells are
expected to require the movement of more than 2,500 barrels of fluid p& day, and that allowing
the use of high volume pumps in those wells will prevent the operators from having to file an
application to use a high volume pump in connection with nearly every horizontal Mississippi
well in the State.

8. At the close of the testimony, Mr. McKee stated that Reeder fully supported the

application. .



II. FINDINGS AND CONCLUSIONS

9. The Commission finds that it has jurisdiction to issue special field rules covering a
particular formation in the State. However, the Commission finds that smce the Order adopts
special field rules it should be and is directed to the specific group of operators that are affected
by the Order in accordance with K.S.A. 77-415(d)(2)(B) and, as a result, the docket caption
should be amended accordingly. _

10. The Commission finds that granting the Staff’s application and establishing special
field ruies for operators of Mississippi horizontal wells will allow for these wells to be permitted
and operated expeditiously, without the need for multiple applice&ions f<‘>r exceptions to
regulations that were adopted for the purpose 6f regulating vertical wells.

11. The Commission finds that granting Staff’s application will not conflict with and is
consistent with the Commission’s statutory duties to prevent waste, protect correlative rights, and
protect water resources.

12. The Commission finds that Staff’s application in this docket should be granted.

13. The following should be adopted as the special rules governing operators of
horizontal Mississippi wells in Kansas:

Not_iée of Intent to Drill
" 14. Provided that a horizontal well drilled in the Mississippi Formation meets all
 statewide or special field rule setback requirements, the Notice of Intent to Drill for such wells
may be approved by Staff without the operator filing an application pursuant to K.A.R. 82-3-
103a.



15. The Notice of Intent to Drill for a horizontal well in the Mississippi Formation shall
be submitted on a form prescribed by the Commission, and each operator filing the form shall
comply with all accompanying instructions. |

16. Operators are not prohibited from filing an application for a well location exception,
when necessary, pursuant to K.A.R. 82-3-108.

Qil & Gas Allowables

17. Mississippi Formation horizontal wells classified as oil wells, pursuant to K.A.R.
82-3-101(a)(81)(I), shall be assigned a production allowable of 200 barrels of oil per day for
each 660 feet of that well's horizontal mmpléﬁon interval. The remaining length of the
completion interval, if any, that is less than 660 feet will result in a corresponding proportionate
addition to the calculated allowable.

18. Mississippi Formation horizontal wells classified as gas wells, pursuant to K.A.R.
82-3-101(a)(81)(E), shall be assigned a production allowable of three (3) million cubic feet per
day. Such gas allowable'shall be subject to the provisions of K.AR. 82—3-133a.

19. Operators are not prohibited from filing an application for a special allowable for
Mississippi formation horizontal wells classified as gas wells or oil wells, when appropriate,
pursuant to K.A.R. 82-3-203 or K.A.R. 82-3-312.

Testin, Wi

20. Mississippi Formation horizontal gas wells shall be exempt from the gas well

testing requirements contained in K.A.R. 82-3-303 and K.A.R. 82-3-304.
Gas Flaring
21. Flaring of gas from a horizontal well drilled into the Mississippi Formation is

authorized under the following conditions:



a. An affidavit on a form prescribed by the Commission shall be filed
within five (5) days after comxhencement of flaring.
b. Prior to flaring, the operator shall ensure that the site is inspected and
approved by the appropriate district office.
c. Gas may be flared for a period not to exceed 30 producing days
following the initial horizontal compleﬁon or recompletion.
d. Flaring may be authorized by Staff upon written request of the operator
for an additional 30 producing day period.
e. If flaring is necessary beyond 60 producing days, the operator shall
request authorization for any additional flaring pursuant to K.A.R. 82-3-208
or K.A.R. 82-3-314.
f. Al flared gas shall be continuously metered, measured, or monitored,
and the chart or record thereof shall be retained by the operator for two
years and furnished to Commission staff within five business days of any
request from Commission Staff for such records.
High Volume Pumps
22. The use of high volume pumps on horizontal wells drilled in the Mississippi
Formation is authorized and is exempt from the application filing requirements of K.A.R. 82-3-
131.
Well Completion Report
23. A well completion report, including compliance with all instructions, must be filed
within the time frame specified in K.A.R. 82-3-106(¢) for each horizontal well drilled in the

. Mississippi formation on a form prescribed by the Commission.



IT IS, THEREFORE, BY THE COMMISSION ORDERED THAT:

A. The application in this docket be and the same is hereby granted.

B.. The rules set out in Paragraphs 13 through 23 are adopted as the special' rules
governing operators of horizontal wells in the Mississippi Formation in Kansas.

C. The docket caption is amended to show that this Order is directed to and governs

| operators of horizontal wells in the Mississippi Formation. |

D. The Commission designates this Order as precedent under 2011 House Bill No.
2027, (b)(2)(A), amending K.S.A. 2010 Supp. 77-415, that may be relied upon in any subsequent
adjudication.

E. Any party affected by this Order may file with the; Commission a petition for
reconsideration pursuant to K.S.A. 77-529(a). Such petition shall be filed within fifteen (15)
days after service of this Order and must state the specific grounds upon which relief is
requested. This petition for reconsideration shall be filed with the Executive Director of the
Conservation Division, Finney State Office Building, 130 S. Market, Room 2078, Wichita,
Kansas 67202-3802.

F. The Commission retains jurisdiction of the subject matter and the parties for .the
purpose of entering such further Order or Orders as from time-to-time it may deem proper.

BY THE COMMISSION IT IS SO ORDERED.
Sievers, Chmn.; Loyd, Com.; Wright, Com.

. 4
Date.  DEC 16 200 \%ﬂ——

Patrice Petersen-Klein
Executive Director

Date Mailed: |3~ | L0 - O\
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The State Comporsiion Commission



CERTIFICATE OF SERVICE

I hereby certify that on \CQ - \&0. - & Ol \ , [ caused a true and correct copy of
the foregoing "Order Granting Application” to be served by placing the same in the United States
mail, postage prepaid, to the following parties:

Edward P. Cross, Executive President
KIOGA

800 SW Jackson, Ste 1400

Topeka, KS 66612-1216

David Bleakley

EKOGA

4350 Shawnee Mission Pkwy, Ste 280
Fairway, KS 66205

Kenny Carter
EKROA

18240 K47 Hwy
Altoona, KS 66710

Ken Peterson, Executive Director
KPC

800 SW Jackson St #1005
Topeka, KS 66612 '

Erick E. Nordling

SWKROA

PO Box 250

Hugoton, Kansas 67951-0250

Hugo Speiker
EKROA

P.O. Box 295
Fredonia, KS 66736

J M Vess

Vess Oil Corporation

1700 Waterfront Pkwy, Bldg 500
Wichita, KS 67206-6619



Douglas H McGinness II

CMX Inc.

1700 N Waterfront Pkwy, Bldg 300B
Wichita, KS 67206

Bryan T. Reeder

Reeder Operating LLC

4925 Greenville Ave., Ste 1400
Dallas, TX 75206

David Belden

D & Z Exploration, Inc
901 N Elm St.

PO Box 159

St Elmo, IL 62458

Matt Hester

Vitruvian Exploration, LLC
4 Waterway SQ. P1., Ste 400
The Woodlands, TX 77380

Ben Crouch

OSAGE Resources, LLC
6209 N K61 Hwy
Hutchinson, KS 67502-8608

James R. Lawson
Lawco Exploration, Inc.
113 S. Main

PO Box 425
Bentonville, AR 72712

Klee R Watchous
Palomino Petroleum, Inc.
4924 SE 84th St

Newton, KS 67114-8827

Gary Taraba, VP & Gen Counsel
Rosewood Resources, Inc.

2101 Cedar Springs Rd, Ste 1500
Dallas, TX 75201




Chuck Long

Husky Ventures, Inc.

204 N. Robinson, Ste 1800
Oklahoma City, OK 73102

Tracy Streeter, Director
Kansas Water Office
901 S. Kansas Ave
Topeka, Kansas 66612

David W. Barfield

Division of Water Resources
Kansas Department of Agriculture
109 SW 9th St, 2nd Floor

Topeka, Kansas 66612-1283

Office of the Secretary

Kansas Department of Wildlife, Parks and Tourism
1020 S. Kansas, Rm 200

Topeka, KS 66612-1327

Robert Moser, MD, Secretary

Kansas Department of Health and Environment
1000 SW Jackson St., Ste 410

Topeka, KS 66612-1367

Dale Rodman, Secretary of Agriculture
Kansas Department of Agriculture

109 SW 9th St, 4th Floor

Topeka, KS 66612-1280

And via-e-mail to:

Alan DeGood
Aletha Dewbre
Bill Lamb

Bob Costello
Bob Lytle
Brent Sonnier
Brett Blazer
Byron E. Trust




Charles Steincamp
Charles Woodin
Clint Goos
Damonica Pierson
Dana G. Wreath
David Bengston
David G. Seely
David Jervis
David Nickel
Dean Pattisson
Diana Edmiston
Diana Coe

E Richmond
Erik Bartsch

Gil Messersmith
Greg Melton
Javier Macias

J Carlson

Jeff Kennedy
Jeffrey D. Jabara
Jimmie Hammontree
John Callen
John Chandler
John Donley
John Pike

Karen Sharp
Kathy Gentry
Kenny Carter
Kenton L. Hupp
Kyle Nevels
Linda Guthrie
Martin Medina
M Brown
Michael Irvin
Mike Cochran
Mike Dealy
Richard Felts
Richard Lewis
Richard Smith
Sam Ritchie
Stan Smith

S Lambert

Steve Ladner




Steve White
Steven Bryson
Terry Holdren
Tim Boese
Tim McKee
Tom Rhoads
Tom Schnittker
Wayne Woolsey

W Canirren
John McCannon

Litigation Counsel

Kansas Corporation Commission




