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permitted disposal method and site to the 211 and Gas
Inspector. We feel that it 1s a reasonable reguest tha:
the Board consider all facets of oil and gas operatilons
before -- brought before for decision. The d ;posal of
brine waste is a critical element, an integral part of
each coal bed methene gas well operation. We thank you
for allowing us to present our comments today. We
realize, from a glance at wvour agenda, yvou have much wo:
to do in these two days and you'd like to be about it.
If I could summarize my comments in one sentence, it
would be please remember landowners in the Virginia gas
fields and their stake in all this gas development

activity. Give us a fair shake. Thank you.

THE THAIRMAN: Thank you, Mr. Rlley. Our next speaker is

Randy BAlbert with Consolidation Coal Company.

MR. ALBERT: Mr. Chairman, Members of the Board, my name if

Randy ARlbert. I'm the project manager of Consolidation
Coal Company's Buchanan Gas Project. We are pleased to
have the oppnrtunity to comment to the Board today on
these very important issues. As you know, C~msolidate :
the second largest coal producer in the United States
wilth substantial operations and coal reserve: in the
Commonwealth. One of our major operations ir a vast
reserve is contained in the Pocohontas Number 3 seam of

coal in Buchanan County. The Pocohontas Num™~r 3 seam
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THE CHAIRMAN: Thank you.

MR .
MR.
MR.

THE

MR.

MASON: What's your name againT
ALBERT: Randy Albert.
MASON: Thank vou.

CHATIRMAN: Thank you, Mr. Albert. The next person that

signed up to address the Board is Richard Counts of the

Appalachian Coal bed Methane Asscciation.

COUNTS: Thank you vely much, Mr. Chairman, Members of

the Board, I'wm Richard Counts, President of the
Apralachian Coal bed Methane Association, formerly the
Virginia Ccal bed Methane Association. The Appalachian
Coal bed Methane Assoclation is pleased to have the
opportunity to offer comments to the Virginia Gas and 0j .
Board with respect to the promagation of regulations
involving conservation issues. The oil and gas industr
is rapidly evolving from the concept ¢©f the single
vertical well-board drill to a primary reservolr to an
industry involved 1in non-traditional drilling technique:
and methodology. 1Indicative of this is that by the yea:
2000 it is projected that 25 percent of all A+illing in
the free world will be accomplished by using horizonal
drilling technigques. In addition, coal bed methane
drilling activities account for an increasinc percentag:
of all wells drilled throughout the United States. 1In

Virginia, applications to drill coal bed methane wells

12
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will outnumber those of conventional wells .. a mor:
three to one basis from the year 1990. Recognition
these new drilling technologies and methodologles w:
offer increasing challenges to not only the operato:
invelved, but alsc the conservation agency charged i
the regulation of the ©il and gas industry. These

concerns are particularly challenging in the centra
northern Avpalachian Basin as a result of developme:
competing mineral estates. It is our opinion that

Virginia Gas and ©il Act as revised by the Virginia
General Assembly, 1990, constitutes the most progre
0i1l and gas conservation scheme in the Appalachian
Other o0il and gas producing states are already look
the Virginia Gas and 0il Act as a model basec apon

fact that it was a negotiated compromise, not only

between the oil and gas industry, but alsc the coal
industry and the cther citizen aroups representing

surfac¢ owner and environmental considerations. We
forward to participating in this process and apprec
the opportunity of presenting these remarks befcore

Virginia Gas and 0il Board and I'd like to distribu

copy of this tc the Board, if I may, Mr. Chairman.

THE CHAIRMAN: Thank you. Any questions, member: of the

Board? Our next speaker is Mr. Street.

STREET: No comment at this time.
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THE

MR.

MR.

THE

MS.

CHATRMAN: QOkay, thank you. Dann' Fa...er?

FARMER: Farmer. No comment at this time, Mr. Chairman.

CHEIRMAN: Mr. William Covington?

COVINGTON: No comment, sir.

CHAIRMAN: Ms. Beulah Brown?

BROWN: Thank you. Mr. Chairman, ladies and gentlemen,
thank you for the opportunits to come here this morning
and speak and I thank you for bearing with me while I
comment on some personal things before¢ I say some othe:
things. Sometime around midnight to 6:00 a. m. on the
night of October the 25, 1990, I was robbed Feve in thi
Town of Abingdon. By the way, I live here, but I'm a
landowner in Dickenson County and a mineral rights ownu
It was at three locations on our place. A bolt cutter
was used on a lock and several costly and useful thing:
were taken. This happened while I slept. Five other
robberies were reported the same night in the Trown of
Abingdon. Now the police nor any governing body
sanctioned the taking of our property. No one has the
right to grant permission to take another's property, |
the person to whom the property belongs. Nevertheless
it seems that a confiscation of prcperty rights has take-r-
place here. WwWith a company owning some of the gas, ther-
are many other individuals, such as myself, who own

theirs. It 1s not the property, elther singly or
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collectively, of the General Assembly. Therefore, 1
challenge the legality of confiscation of my opert
rights. 0Our language does not provide a superiative
describe my objection to this. This is not an invis
gas you will be making decisions about, but the futt
lives of the people. Pecople with families such as
yourself who have suffered encugh injustices. Is
robbery, the taking of property, elevated to be a gt
act when it takes place in the light instead of the
where the vic¢tim cannot see the beady little eyes?
would like to think that anvone reguired to do a joi
would want to give it their best. In this case, we
to ask best for whom? And is robbery becoming a wa:

life for evervhody? Some of these that steal prope:

such as we had, I'm told, sell it just to be able to L=
through the next day, but this is not the case ¢f thes:«
companies. To my knowledge, no cone is twilisting arms t«
force anyone to take this gas. It is thelr own greed.
and, gentlemen, Members ¢f the Board, and the Division c—

Gas and Qil, I ask for a repeal of this act and I implo:

vour support in this. Aand I thank vou.

THE CHATRMAN: Thank vou, Ms. Brown. Any duestions? Our nex:.

speaker is Grant McGuire,
MR. MCGUTIRE: No commaent.

THE CHAIRMAN: Mr. Don Johnson?
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have ar opportunity to participate in this Jrocess a
chance¢ to speak up, not cut them off as this Board has
already done to anybody who isn't smart enough to £file
three or four page objections. I hope that I im, but !
not sure about everybody else sitting in thils room. N¢
averybody knows that if they want to protect themselve:
they have to stand up and start fighting from day one.
And I have already written a rather lengthy letter on
that subject to Mr. Wampler and I know that the Board
probably has seen that. I hope that the Board will
allow the public to comment on this. I hope that the
Board will allow those who participate in front of t+*i:
Board an opportunity to be heard on the specific issue:s
And just ask that the Board consider these comments, I
know that you've got a lot of work and I think the lad:
who spoke before was talking about what had happened a
she hoped that this thing gets repealed. I doubt that
that happens, but as a result of the way the legislati:
was written, it's requiring hearings on all »»its and !
know that you all understand that now or just about ewvi
unit's going to have a hearing on it. And I know you
understand that now and 1lt's even more important that we
draft rules and regulations that meet the needs of the
public, protect the resources that we have and give

everyone an equal opportunity to access in front of this

19
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Board. Thank you very much.

THE CHAIRMAN: Thank you, Mr. Johnson. As this prriic hear

continues, this is a public hearing to hear from the
public on recommendations for the Gas and 0il Board to
consider as it drafts rules and regulations to impleme
our Article II. Is there anyone else that wishes to
address the Board regarding -- to give us comments at
this time? 1In order to encourage maximum public
participation in this, the Board will leave open, for
written comments, the record through the next hearing
the Board which is in December and that will be publis
as we publish our announcement for the agenda for the
December hearing -- that we will receive written comme
through the close of the next hearing of the Board.
Following receipt of those written comments, how we
proceed, I guess, 1is goling to be up to the Board. Boé&
members, I recommended to you earlier an option that 3
have. The other option is that you can appoint
representatives vourselves to serve on a work committe
and I suppose direct someone to chair. I offered you
option that we assign the staff of the Department of
Mines, Minerals and Energy to set up a work group and
make sure all the parties were represented and convens
sassion and come back to the icard with their

recommendations., I would, for all of your informatior
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department's work groups for Articles I and III ‘rom
which we could consider drawing from, representation
there, that's worked well as an option. I'm not sure
McGlothlin don't have the attorney here where the -- -
Board certainly has a lot of options. Your motion is
have a joint -- the Beoard sitting in as part of that 1
group?

MCGLOTHLIN: Somebody from this committee or from this
Board chair, that group.

CHAIRMAN: OKkay.

MASON: As I understood the rest of it, then, the grou
would be composed of members of this Board, members o:
the staff of 0il and Gas, and members of the public,
that --

CHAIRMAN: He was suggesting that we select a chair, I
think, from thils Board --

MCGLOTHLIN: Right. A chair from this Board and then -

CHAIRMAN: -~ to work with the staff to assemble a wor:
group and then make recommendations back to the Board

MCGLOTHLIN: Yes, sir.

CHAIRMAN: The only down side of that, just s¢ that yo
know it, is a possibility that that person that's so
designated as chair may have to abstain later when
they're presenting to the Board. I don't kr that.

It's just a question I have because you have to maint:
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received copy of the notice recently and we would like it

to be continued so that we can consider it.

THE CHAIRMAN: Any other party that I've missed that raised

MR.

your hand?
RILEY: I'd like to ask Mr. Fulner when the application
would need to be submitted. We're going to have
competing applications being filed in order to be readj

for that docket.

MR. MASCON: I'm a little confused. As I understand it, we¢ ve

THE

really got a biogated process here. In other words, are
we going to go forward on the Board's own motion to ado.:
these rules, in which case evidence would be presented
and we would, within the context of our motion, adopt ¢
set of field rules or are we going to go forward with
this Cabot petition and adopt rules within the context
that application. It seems to me that --

CHATIRMAN: The Board, on its own motion at last meeting,
set for the agenda today to hear these. That was
preceding Cabot's application. Cabot's application, I
don't personally think needs to go through the proces: E
the notice. Everyone has been on notice and certainly
cabot's application can be received as written comment to
the Board for consideration and we'll rTeceive written
from any other party for next hearing if that's the

Board's decision to continue this for next year.
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MR. MASON: Okay. Then, if I may, I'd like to me¥a . motio
that this proposal number two, with respect to field
rules and creation of drilling units for cenventional
wells in Buchanan, be continued to the December meeting
and further, that any party wishing to address that is..e
submit their proposals for those rules and any written
comments, if possible, prior to that meeting ind he
prepared at that time to show up and deal with it in
terms of the Board's cown motion as opposed to dealing
with it in the context of the Cabot proposal.

THE CHAIRMAN: I have a motion. Any second?

MR. EVANS: Mr. Chairman, let me ask the question -- is
anybody out there prepared with -- as it pertains to item
number two as it's wriltten, has anyvhody come Jefore this
Board prepared to speak to those issues as they are
written in that one sentence? If not, then we'll go for
continuance. But if there is someone out there who hat
gone to the trouble to prepare something, 1'd like to
hear it.

MR, CHAIRMAN: Do we have anyone that has prepared ~-

MR. MASON?: I defer to that. I understood that there wasn't
any, that's why I did it. So I trink your point's wel!
made.

MR. WATSON: Mr. Chairman, I'm Tom Watson for Island Creek.

I have a guestion and possibly a comment :-o that, sir.

36










10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. FAIN: Thank you, sir.

MR. MASON: Mr. Wampler, is the Board going to go ahead,
then? It is my understanding if we do continue woulc we
still be moving forward on the Board's own motion? It
that what wea're now talking about, either go ahead now
or go ahead in December on your own motion?

THE CHAIRMAN: Yes. Which has a different notice reguirement,
that is if anyone wants to submit comments they can do
g0, but we're not obligated to notify all mineral owne..,
0il and gas owners, c¢oal owhers within the area to be
affected berause the Board has done this on it's own
motion.

MR. MASON: That was what my motion was that we proceed on --
we could continue this hearing until the December meetirg
and at that time we would proceed, on the Board's own
motion, to adopt these field rules.

THE CHAIRMAN: Mr. Evans?

MR. EVANS: 1I'll second that motion.

THE CHAIRMAN: We have a motion and ¢ second. Do you have
commant?

MR. WILLIAMS: I was going to ingquire, Mr. Chairman. I'm Jim
Wwilliams with Cabot 0il and Gas. Do you intend this to
be the entirety of Buchanan County or do you wish to
restrict these rules to a specific pools, specific area?

THE CHATRMAN: I think that the record would show that we

3¢
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talked about the Berea sandstone formation, sc anythind
in Berea sandstone formation.

MR. WILLIAMS: Very well. Secondly, then, will this stay
include evervything that's presently in the administrative
process now or things that are already applied for
exempted from the stay?

THE CHATIRMAN: It would be, as I would read this and, as I
said, our attorney's not here, it would be a stay on
drilling activity. It wouldn't mean that applicaticrs
couldn't ¢go forward and be processed, but there could be
no drilling activity.

MR. WILLIAMS: Well, specifically, wells that are already
permitted but not sputted or actively drilling would be
subject to the stay?

THE CHAIRMAN: Yes. I mean that's the way I would interpret
that. That's subject to our counsel looking over my
shoulder and clarifying that and he'll be here before the
day's over.

MR. WILLIAMS: Thank you.

MR. KELLY: Mr. Chairman, I may have missed something
somewhere, too, but T believe that when we came to the
decision to receive comments and to consider the
establishment of field rules that we were c=+*tainly
talking about the grid. I'm not so certain, had we noil

looked at it in that specific area rather than the entire

40
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gas industry, a c¢itizen member and the coal industry, I
would like to make a motion that the Gas anc 21l Board
appoint a working group to submit a proposed rules and
regulations to the full Beoard, "field rules, drilling
units and forced pooling, to govern administrative
matters such as application fees and the filing of
petitions, and to discuss methods of public participation
in developing the regulations.” And that this Board
would bhe composed of members that would be appointed bi
the Chairman, Mr. Wampler, from the Department of Mine:
Minerals and Energy, to be chaired by a member of the
Gag and 0il Board. And further in this motion I would
ask that the working group -- all meetings would be held
publicly and that public, as well as industry,

participation would be invited at all meetings.

THE CHAIRMAN: I'l1l attempt to restate that motion. That a

working group composed of members appointed by the
Chairman from DMME to be chaired by a member of the Gas
and 0il Beard and ask that the working group hold all
meetings public and invite public and industry comment:

at all meetings.

MR. MCGLOTHLIN: One other, I'd like to amend my meotion, a

public member from the Board to chair that committee.

THE CHAIRMAN: A public member?

MR. MCGLCTHLIN: Yes.
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provision of a conservation order -- excuse me, let me
restate that again, please. I made an error. When
permit terms or conditions required or provided under
Article III of thig Chapter are in conflict with any
provision of a conservation order, i.e. pooling order,
issued pursuant to the provisions of Article II of this
Chapter, permit applications, the terms of the permits
shall control. 8o if we've got competing application: I
think it's obvious the party, even 1f you're designatec
as operator there is no way that you can drill the wel)
Permlt controlled. The permit's the last step necessary
in order to be able to drill that well., In addition, it
will result in additional hearings before the Board. 1
think I've made that clear. If any applicant was
designated as operator without the consent to stimulate,
in all likelihood would be back before the Board for
another hearing on a new matter with the same issues
because their order will expire and then we'll be back
here and go through this whole process all over again.
Now the Board's primary purpose as a conservation boarc
is to prevent waste and to protect correlative rights.
Now the designation of any operator as operator of am
applicant who does not have the consent to stimulate
will result in physical waste. As the Board is well

aware, the development of ccal bed methane is a

5¢

















































10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

a forced pooling arrangement and doesn't have to pay | z
person. They don't even have surface rights on many ¢
these tracts. Yet, 1n the leases that they have

obtained and they can show vou a copy of their leases |
get methane gas for the right to drill, they say in it
they don't have to pay to vent methane gas out of a coi
mine. They say that 0XY doesn't have to pay and nothi:
shall prevent OXY¥ under a coal lease from venting methane
out of a ccal mine. So even if Island Creek doesn't hes :
the right to vent that gas, 0XY has got the right unde:
the leases that they're getting. And then if this B¢
gives them the right to put the well down because the, __
the only ones that have the right, you don't have any
protection for your gas owners. An operator ought to he
a fiduciary of your gas owners, not a captive of the coal
company. The gas company certainly has to work with tt
coal company, but it shouldn't be a basis for a
subterfuge where the coal company can come in and get
it's person to drill the well knowing that, *Ten it will
vent the gas whenever he wants it to regardless of
whether or not it's necessary. I suggest that Mr.
Count's argument is not in accordance with the intent of
the legislature, it's not in accordance with the Act
because the Act just says a signed consent, not a sig.e,A

consent specifying anybody. And it's not in accordance

72
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Thi¢ would essentially mean that 1,C
wall panel could not be mined. That
to around 155,000 clean tong of coal
to that, in order to mine the rest ¢
panel it would be necessary to devel
bleeders, pillar support and start i1
would essentially mean that those ar
walled either which amounts to anotl
clean coal per each one of those twc

have to be developed on each slde of

that would be lost. §o, basically, we'le calkiuny 1 vLi-

neighborhood of 350,000 clean tons of cocal lost and a
gituation like this is substantial and it's a situatio:
that we must have control over. I thank you for the
opportunity to comment with respect to this and I wo
say again that Island Creek takes the position that
coal operator must have the absolute right to approve
stimulation of the coal seams in order to protect the
reserves of coal which me mine.

THE CHAIRMAN: Any guestions, Members of the Board, for Mr.
Green?

MR. MCGLOTHLIN: Mr. Greene, would not Island Creek have a
recourse against another operator if the contract wert
designated and signed to the stimulation?

MR. GREENE: Well, Mr. McGlothlin, as I pointed out, we arI

80
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intended primarily to apply with respect to the Oakwood
Field in Buchanan County. If, in fact, that s what it
is then it should so specify. I think that it's very
broad and very general in it's application and that a
more specific elements dealing with some of the points
that are raised here would make a better rule for
consideration before the Board. Thank you.

CEAIRMAN: Thank you. Any other comments from members o
the Board? You have before you a motion and vou've hea:
the recommendations. What's your pleasure?

EVANS: Mr. Chairman, is it out of order or would it be
possible for us to go into Executive Session? I need t
ask our counsel --

CHAIRMAN: If you make that motion, we'll consider that.

EVANS: Well, I'd like to make that motion.

CHAIRMAN: I have a motion that we go into Executive
Segsion. That Section is 2.1-344 of the Virginia Freed
of Information Act, specifically Section 7 ol that rule
consultation with legal counsel. We have a motion.

MASON: I second it.

CHAIRMAN: Motion and a second. All in favor signify by
sayling ves.

BOARD: Yes.

CHAIRMAN: Opposed say no. Motlon carries. We're in

Executive Session. Let's reconvene here, so that we

35
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don't hold you folks up, at 1:15.
(THE BOARD MEETING RECONVENED, AFTER EXECUTIVE SESSION]

THE CHAIRMAN: A motion and second. All in favor, signify k
saying ave.

THE BOARD: Avye.

THE CHATIRMAN: Opposed likewise? Thank you, The Board has
before it a consideration and motion by 0OXY, USA,
Incorporated to adopt a rule for forced pooling. What!'
your pleasure?

MR. MASON: Mr. Chairman, after considering all the various
comments, suggestions and discussions that we've heard
today, I would move that we do -- that this Board does,
in fact, adopt a rule, but instead of the rule as
proposed by OXY, that we adopt the following rule: It
hereby resolved that as a condition of approval of an
application for forced pooling of a coal bed methane we
that the applicant demonstrate to the Board that the
applicant has the consent of the coal operator or
operators as regquired in Section 45.361~29(F}{2). Thai
you.

THE CHAIRMAN: Thank you. We have a motion.

MR. EVANS: Second.

THE CHAIRMAN: We have a motion and a second. Any further
discussgion? If not, I would ask each member to signif:

your approval of the motion by saying yes.

16
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BOARD: Yes.

CHAIRMAN: Opposed, no. The motion carries. The Item
Number 4 on the agenda is "Establishment of drilling
unit and forced pooling for the EH-31 well, Garden
District, Buchanan County, as reguested by Edwards &
Harding Petroleum." This was continued from last
meeting. Who are the parties that are going to address
the Board regarding this well?

SWARTZ: I may have some comments.

STREET: I may have.

CHATIRMAN: Any other parties here?

FULNER: Mr. Chairman, the application before you on the
EH-31 was amended and it is within your package which ii
reguesting from the Board grants from statewide spacing
It should be in your package there if you can --

CHAIRMAN: Whenever you're ready, Mr. Street.

STREET: Mr. Chairman and Members of the Board, I would
like to correct Exhibit A that has been filed. I think
all the evidence was really submitted to the Board at t
last meeting, but our understanding is that OXY has
obtained an additional .0185 percent interesi that was
previocusly listed as being an unleased interest of Mary
Frances Selle, which makes Island Creek now have a tota.
interest of 0.52 percent, I believe -~ slightly under

one-half percent interest in the tract. We have

97
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submitted previously, in writing, responses pursuant to
I guess, the Board's request at the last hearing. The
Board requested us to submit additional evidence to shos
that the coal companies would object if the well were
moved. The Board now has that information. Jewel Coal
and Coal Kay seams in that aresa, they would ohject teo 1-
being moved. 1Island Creek filed a letter saying that i;
they were moved they would retain the right to obhject t
any new well location. The Board will remember at the
last time one of the points that we attemptec is that i:
this area the Board 1s well aware that the cocal is a ve
significant, important resource and the well:s and the
units have the be located in accordance with the dic*-=t
of the coal operators bhecause they can go down to it or
to endanger the mine. That, along with the
topographical restraints, because you have such few are
that are not steep wooded areas causes the units not --
you would he unable to do units as you would like to
which is put the well down in the middie and then have
the uniform. As to the protection of the correlative

rights, the units as pointed out in our mailing are

centered as much as possible around the well. It may bk~

helpful to the Board ~-~ a picture’'s worth a thousand
words, but also, sometimes my words aren't sufficient to

convey what I want to say anyway. Can you all see this

SE
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all the way over here? We added a little coloring here,
hopefully so it will be clear. Since we've already
presented all the evidence, T hate to 3o back through
that all again, but I would appreciate the Board's
direction at any area that you want me to go back throuc
evidence again. But to explain to the Board what this
ig, the vallow 18 -~ now this well is a deep well down
through about 5,000 feet or thereabouts and that gas in
the yellow colored area has been leased by Edwards and
Harding which is the applicant here. The red area is
leaged by Cabot, the blue area is leased by Ashland, the
yellow striped area has not been leased in total. The
vellow area is leased by Edwards and Harding to the
extent of -~ as shown on the handout there with the
exception of 3.05 percent of the total. Edwards and
Harding also has all of this area leased. Therefore, ti
only outstanding interest i1s about three percent of thi:
total area in EH~31. ©Of that, OXY hss 0.52 percent and
they're the only one here objecting. A operator's
agreement on EH-31 has been executed by Ashland and by
Cabot which own all of this area. You have a letter
hefore you from Cabot which points out that they are
going to pool this area here which is GP-5 so that the
lines adjoin EH-31, GP-1 has also been submitted by

Cahot and its lines adjoin 33. GPA-2, Cabot has also
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submitted to you an agreement with our application
showing that the line to that has been agreed to. Now I
would like to point out, and this is the main reason foi
this map, all correlative are being protected That's
the very point of the parties getting together trylng tc
determine these boundaries 50 you don't have little are:
left out which is the way it has happened sometimes in
some areas. And that's the reason that you're talking
about forced pooling or pooling regulations is to ensurs
that everybody is covered. Also, I think this is very
noteworthy, the wells are planned to be drilled in clos:
proximity to the center of these units which is the ide:
way to do it. If you try to change your units, there's
restrictions on the wells and that is the thing we were
trying to point out to you. We're on EH-31l right now.
This is the area we're looking at. The ¢oal ¢ompanies
want the well drilled right there and if we try to move
the unit boundaries then we don't have them close ~- we
don't have them in a proper area around the well. When
we first attempted to get this pool, this line right he
came directly down. Now OXY wanted us to extend 1t over
a little bit at the first hearing and so we amended it
and put it over there at the request of Occidental,
thinking that that's what they wanted us to do. We

submit to you that that area right there is as good a
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plan as can be come up with. And I submit that olomo
and all of his judges couldn't find a plan that would
cover all the area, satisfy way over 99 percent of the
parties as this has, and have the wells in the very
center of the units and not run into problems from eit
the coal companies or topographical errors. I submit
that it's a miraculous thing that they've been able to
get that many people to agree and I would request,

respectfully, that the Board issue that drilling unit.

THE CHAIRMAN: Anything further?
MR. STREET: No, sir.

THE CHAIRMAN: Thank vou. Any guestions from the members ¢

the Board? Do you wish to --

MR. SWARTZ: I basically have two comments, but I think the

more lmportant comment is that it's my understanding %
field rules for the very area that these two wells are
located in -- or thils well was located in are under
consideration. 1It’s been adjourned to the December
meeting., It seems to me to not he appropriate to add:
this 1ssue at this point and I think that the shape ar
size of these units, this particular unit and other or
on the docket today, are going to be dictatec by the
Board's decision in December and that there i: currentl:
as I understand it, once you take under consideration

the establishment of field rules, there's a moratorium

1¢1
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on driliing and, I mean, these wells can't be Iirilled
until you establish the field rules unless you give sSomi
specific exception. I see no reason to treat a well or
two in the field any differently than yvou're going to
treat the rest of them 1n December and I would
respectfully suggest to the Board that you ought to def:
a decision on this until you have a chance to consider
adopting uniform rules for the whole field. The other
comment that I would make, and we spent a lot of time o
this last month and I'm not going to beat it again, but
it would seem to me that cone of the things the Board is
going to consider in December is the size anc¢ shape of
units. In other words, what's an appropriate size to
drain. I mean 1t's apparent to me, looking at this
exhibit, that some of thes¢ units have variations in
size. TI think there has been an effort to keep scme of
them close to a given slze, but they do vary in size.
They clearly vary in shape. I think we looked at a map
last time where we had circles, we had octagons, we had
polygons, we had other things and I think one of the
things the Boarg needs to take 1nto consideration is no
whether or not all ¢f these pieces fit together in th @
particular area, but what happens as yvou continue
drilliing off of the area that they have an agreement.

And those were, I think, the two important pcints that
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wells in this area that would be +impacted by a ‘ield

order for this area besides these units?
MR. STREET: 1Is this well drilled right here now?

MR. STREET: This well 1s already drilled, sir.

MR. MASON: Wwhat I'm trving to get at is we talked in terms <«

accommodating a field order -- I mean, are there other

wells that are also affected, so adding these we're

talking about a condition that already exists?
what I'm driving at.

MR. STREET: It would seem, I hope I'm answering your

guestion right, that all the parties here are generally

~=- the gas companiegs are working out what they think is

appropriate spacing for these wells and the only

exception, I think, is this small interest oi O0XY here.

That's

I hope I'm not incorrectly responding to the gquestion,

but granting the pooling arrangement for this one and

this one I don’'t think would improperly affect any of t

others.

MR. MASON: What I'm trying to say, in terms of drawing a

field order, are we going to have to deal with other

wells that are already in existence in this area or wil

these be the first ones?

MR. STREET: O©Oh, I'm sorry. This whole area -- I think I do

understand. This whole area of Buchanan County,

this

area, has numerous Ashland wells all over it. It has
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MR.

MR,

MR.

MR.

MR.

MR.

MR.

MR.

MR.

THE

MR.

THE

been drilled since the late forties. ©n thits nap there
are wells -- if you extended this map ther¢ are wells
all over it.

MASON: Okay. 8See my point is, in other words if it was
just an area that didn't have any wells -~

STREET: Okay.

MASON: -- to put these wells in there would impact the
abillity to create --

STREET: Yes.

MASON: =-- where, if they're already existing wells =--

STREET: I appreciate you point. There are only, and I
don't know percentage wise, but much less than :chirty
percent to forty percent of the total area that has not
been drilled in this overall area and so the field rules
are going to have to target specific areas around --

MASON: Around already existing --

STREET: -- what you've already drilled.

MASON: Okay. Thank you.

CHAIRMAN: Any further questions or comments? We've heen
discussing -~ and just because the Board has decided to
take these up but, in that effect, EH-31 and EH-36 are
both in the same arear?

STREET: Yes, sir.

CHAIRMAN: And those are the only two wells that you haiv.

that are in that area?

ing
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MR.

STREET: Yes, sir.

CHAIRMAN: Okay. What's your pleasure? Tom is ‘here
permits outstanding on these two locations, EH-31 and
367 Well, I'll just deal with 31 so that we*ve got a
clean record,

FULNER: Well, cone of them was.

STREET: Thirty-six, there's a well permit.

CHAIRMAN: But not omn 317

FULNER: Not on 31, 31 requires that the Boar¢ also rule
on a variance to statewide space.

CHAIRMAN: We've not missed that.

STREET: I just wanted to make sure that everybody knows
that because that’s what holding up the permit.

CHAIRMAN: I see. So you have an application before you’

STREET: Right.

CHAIRMAN: A pending application?

STREET: Yes, sir.

MCGLOTHLIN: Mr. Chairman?

CHAIRMAN: Mr. McGlothlin.

MCGLOTHLIN: A question to Mr. Fulner. cCabot, in filing
applications for their wells, GP or B85 tcday?

FULNER: I think 85 is involved in it. We've got 81, 84,
86, 87. 85 was withdrawn. They give the problem with
and one of them was withdrawn. I don't have 85 listed.

MCGLOTHLIN: GP-5, 1 belileve.
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The other thing that I think this illustrates =- let m
back up a little. It's bheen represented to the Board
that there is some kind of voluntary agreement with
regard to pooling along the lines that have been drawn
this map. This agreement apnears, however, to be only
amcng the pecople who have a working interest and is no
an agreement that'e been joined in by the royalty
interest owners. And the observation that the gentlem
from Georgia Pacific made was that depending on how yo
set up your field, his royalty interest is going to bhe
directly affected. If your field rules move this squa.-
up and he has acreage up here -- I think the Georgia
Pacific acreage in red -- and he hasn't signed off on
this agreement. Depending on where these field rules
place this unit, his percentage of this unit mav
increase, it may decrease. BAnd yvou need to bear in minA
that the rovalty owners, at least I haven't heard any
representation, that the royalty owners whose interests
are directly affected by how you move these units as wh
percentage of the unit they have are going to be
affected. And I think this is a perfect example of th=+
and it's something that you need to take into

conslderation.

MR. STREET: Gentlemen of the Board, something maybe¢ the

Board's not aware of that I'm advised is true hat Cabo’
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that is the lessee of the GP interest, has the right
under their lease agreement, I understand, to pool. I
that not true?

MR. COVINGTON: They have the right to pool, but also --

MR. STREET: That's what I thought. Pardon me?

MR. COVINGTON: Georgia Pacific also has the righ! to conte
any pooling artrangement that Cabof makes, under the te
of that lease.

MR. STREET: If all of the gas companies that have gas in
here, with the assistance of the coal companies, triec
find places to put wells and then try to draw the line
midway between the two wells, I don't know how you can
drain an area any fairer than that. And tha s what t
arrangement attempts to do. Now the only other
arrangement that could be fairer is to try to draw a
circle, but if you draw a circle you're doing to leave
gome areas out. And since you've got this one, I thin
this one's already drilled -- 30's drilled, 33's dr*''~-
-~ {t's not that this is a bad plan. Don't misunds
me, I think it is a good plan, but at this point we
already restricted. We've got these wells already
permitted or dug. That's all I have to say. Than}

THE CHAIRMAN: Does anyone else wish to address the Boa:
EH-367 Would you come forward, please?

MR. COVINGTON: Again, my name is Bill Covington. I rej
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Georglia Pacific Corporation. What I see being set up
here is if you approve 36, 31, 35, what about 37?7 The
well is right next to Georgia Pacific acreage, but you’
pulling this acreage over here intc the unit while
discarding our acreage to the south which is closer to
the well than this acreage. And the reason you do that
is because you put these units all around it where you
don't have a choice., &And that’s the problem that I'm
concerned about. Thank you.

THE CHATIRMAN: What's your pleasure?

MR. MCGLOTHLIM: Again, addressing Mr, Covington': sgard to
the pooling and the odd shapes, I would like to remind
Mr. Covington that a lot of these wells were ¢ llled
under previous old laws and rules and regulations and we
are trying -- we understand your concerns and are tryin.
to modify the field rules where it would be m¢ e
applicable for everyone concerned.

MR. EVANS: Mr. Chairman?

THE CHAIRMAN: Mr. Evans.

MR. EVANS: Again, for the purpesge of this, EH-31 13 pretty
much surrounded. There are wells that is not a
peripheral tyvpe situation. EH-36, on the other har
on the periphery and, I think, can be better addre:s
with promulgation of field rules since that unit is

interior.




10

ik

12

13

14

15

16

17

18

19

20

21

22

23

24

25

?7%: I'm not disputing you, but I just thought the Bos
ought to have the additional information. There i
well just north of EH-36. So that's the problem w
that EH-31 has to pit in that way and we've got ar
unit that's north of EH«36 and we're trving to fit
between those two units. It doesn't show on that

MR. EVANS: Is EH-35 drilled?

?MR. STREET?: 35 has heen drilled.

?MR. SWARTZ: See the unit to the north, though, I mear

is the situation. This square is the proposed well v
talking about right now and this is the preexistir
to the north. I mean this shows you what, you knc
where we're headed here in terms of --

MR. MASON: That map 1is not like the map that's in here

?MR. STREET: This shows EH-35 as being a circle and y«
does. This one shows it as being a square. This
here, a square, this is EH-35,

MR. MASON: That's not what this map shows. Now I don'
which one --

?MR. SWARTZ: These are the maps taken from the maps tl
on file with the state.

?MR. STREET: All vou've done there 1s you've taken the
with five of the drawings on 1t that requires all
area within a 1,250 foot radius of to be shown an

all that that is. The unit that was formed for ti
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MR.
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ig a rectangular unit of approximately 155 acres.

MCGLOTHLIN: EH-36 or EH-357

SWARTZ: EH-35.

STREET: Eh-35 is5 a rectangular unit. It is not a cir

SWARTZ: The way it's depicted on the additional evide
we present it to the Board as correct.

?: Has everyone, including the royalty owners, signed
on that square or is that part of this deal that you
Wwith the working interest owners?

STREET: I don't know whether the Board -- do you want
open it up for question?

CHAIRMAN: No, I'm not going to permit that. I think
we've heard testimony on it before. Ken, did you mak
motion?

EVANS: Yes, I did. I did make a motion that since tt
is, in my estimation, still a peripheral well that we
wait for the field rulesg on this.

CHAIRMAN: Okay. I have a motion that we not approve
until field rules are adopted by the Board.

MASON: Tom, do know whether that 35 -- which is, in §
the pool, the sguare or the circle?

FULNER: Do what?

MASON: Do you know whether the actual pool, the royal
pool for 35 is? The circle or the sguare?

FULNER: That's a voluntary unit. I have no =-
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35, is that a straight line or does that dog leg in ther
somehow or --

STREET: I don’'t have the map in front of me.

SWARTZ: I belleve 1t is a straight line.

MCGLOTHLIN: <Could yvou be a little bit more accurate thar
that?

STREET: This was submitted to the Board and an attached
drawing which showed EH-35., It is a square identical t¢
36 and immediately north is the same -- I can't swear
it’s a square, but it's the same size. It appears a
sguare on the map where the west line goes north south i
both and the east line goes north south through both EH-
36 and EH-35. S¢ they are --

MCGLOTHLIN: ©On the same bearing anyway.

STREET: Let me just show it to you. From this map, if
the engineer says that it's supposed to be drawn
straight, it would show on the map.

MCGLOTHLIN: Let me ask you this., The east west line
between 35 and 36 is the same distance?

SWARTZ: I believe that's the case. I need to look at
the plat on EH-35 to determine that exactly.

STREET: I guess in answer to your guestion, is it a
square on top of a square which is what I think you wer
asking.

SWARTZ: I would like to file because there's an asserti:
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