VIRGINIA OIL AND GAS CONSERVATION BOARD

HEARING OF JUNE 18, 1991

9:00 A. M.

AT THE BOUTHWEST VIRGINIA 4-H CENTER CONFERENCE ROOM

ADINGDON, VIRGINIA




13

18

L]

1?7

10

a0

-1
117
33
34
46




n

2

1]

14

17

20

N

|

b |

4

June 18, 1691
This matter came to be heard on this the 18th day June,
1991, before the Virginia Gas and 0il Board, held at the

fouthwest Virginia 4-H Center, Abingdon, Va.

Mil. CHAIRMAN! Good morning, My name is Benny Wampler and 1
am Aggiptant Director of Mining for the Virginia Depart-
pont of Mines, Minerale, and Energy. We welcomae you to
today's Gas and Oil Doard mecting. I1'11 ask our Board
members to intreduce thempelves, starting to my extreme
lefr.

(DOARD MEMBERS INTRODUCED. )

(ITEM 1)

Mil. CHAIAMAN: The first itom on todays agenda is the petition
for the establishment of the compulsory pooled drilling
unit under 4%.1-361,22 from Oxy UBA, Inc. This is for
proposed well CPH I=Q35. The docket number is VGOB-05I11=
120,

MR, OWARTZ: Mr. Chalrman, Oxy appoars by its attorneys, Tim
Geott and Mark Bwartz. Apn you will recall at the last
hearing we realized shortly before the hearing that for
gome roanon notice had not been sent to Ashland and we

of fered testilmony at the hearing but continued the




10
"

12
13
14
15

10

] ]
g

1

e

hearing for the purpose of allowing us to give notice to
Ashland in allowing Ashland to interpose any cbjecticn
they might have. B8ince the notice was given =-- and I'll
get to that in a moment with Mr. Wirth -- but since the
notice was given Ashland has indeed filled an objecticn
and a motion to dismips -- gome objections which I have
received and I assume by copy of the letter I got that
they were actually filed with you all. I have a couple
of matters that I want to cover with Mr. Wirth and Mr.
vanGolen this morning, although most of the testimony
wos offered last time. I would just like to take a few
poments to do that and then turn it over to Mr. McGuire,
who can then croso=-examine Glen if he chooses or Marty
and present his objections if cthat is a procedure that

soemo tO make sense to you all.

COURT REPORTER: (Owearpo witnesn.)

MARTIN WIRTH

a witneps who, after having been duly seworn, was examined and

teastified as followa!
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DIRECT EXAMINATION

OWANTL:

> D

o » O > O

Would you state your name for the record, please?

Martin E., Wirth,

Who do you work for?

Oxy USA.

Have you testified before this Doard before?

Yon, 1 have.

And have your credentisls been accepted and have you been
allowed to testify?

Yes, it has,

There are two areas I want to cover with you, First of
all, wap there, in fact, a failure to give notice to
Aohland before the last hearing on Q=357

That is correct.

And did you remedy that problem subsequent te the
hearing?

That is correct,

1 am phowing you a letter dated May 22, 1991, and let me
ank you what you did with regard to the notice?

1 sont a lotter certified return receipt to Ashland
cxplorations, Inc. in care of Mr, Charles Sandle, who 1@
the land manager for Ashland in Ashland, Kentucky

advining him that due to an overmight at Oxy UBA noticed
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was not properly given and we reguested of the Board and
was granted a continuance for their behalf.

And the last sentence, in fact, in that letter said,
*"ashland may depire to attend and represent its possible
interest,” is that correct?

That is corract.

What did you msent to Ashland with your May 22nd, 1991
lettor?

NHotico of the hearing and the application for this well.
and the exhibites to the application and notice?

That's correct.

The other matter I would like to cover with you concerns
-= firast of all, I will ask you whether or not Oxy UBA
actually has a coalbed methane lease with ragard with
nome of the acreage in unit Q=137

Yoo, it doen.

And from whom has Oxy obtained the coalbed methane
leann?

oxy ham obtained coalbed methane leases from Yukon
pocahontan Limited Partnership, et al. Also Alvio C.
Gtickloy ®#atate.

And what percentage or portion of the B0 acre unit does
Oxy have coalbed methana specific leases on?

Oxy has approximately 98.75% percent under lease.

Under coalbed specific leasen?
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correct.

I've taken the plat that was filed in regard to g-35 and
I have colored in pink a portion of it. 1Is that the
portion that is subject to Ashland's oil and gas lease?
That ip correct.

Lot me phow that to the Board. Approximately how sany
acres io that of the BD acre unit?

That ip approximately 15 acres.

We apk you whether or not Ashland has an oil and gas
leape on the entire B0 acre unit?

Ho, it does not.

OWARTZ: 1f you could swoar Mr. Van Golen for me.

CHAIRMAN: Excuse me, Mr, Owartz., Mr. McGuire, do you
have any cross=-examination for Mr. Wirth before we move
forward?

MCGUIRE: Lot me clear up a matter. In the last six or
poven of those hearings we have incorporated by reference
narlier portions of the transcript taken in the earlisr
hearingas., If it pleases the Doard I can do that again
today. If it does not please the Roard I would like to
clrogss-oxamine Mr. Wirth. I understand that Oxy has no
pooition on the matter one way or tae other.

WAMPLER: What 18 your pleasure? To accept pravious
tegtimony and let him document specifically what tes=-

timony he wants incorporated or do you want ==
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MR, LEPCHITZ: (Inaudible.)

MR. HCGUIRE: Maybe this will be more helpful. The Attorney

Genoral's office and the parties are working up an
oxapple package for the purposes of appeals of earlier
orders. The Virginia Gasm and Oil Board office has put
together an exaeple package and we are trying to agrae
upon the contente. That example package will be used for
each appeal. I would purpose that we incorporate by

referonce thot example package into this hearing.

MR, CHAIRMAN: Do you perceive this as being exactly the same

M,

MR,

as those oarlier onen? Because those were 100 percent
ownership ==

MCGUIRE: Yeno, I believe the ippues are the same. This
involves Ashland'se interost under the Gtickley lease.
One or two of the earlier ones involve the Btickley
lease. 1 have submitted in the earlier applications
copies of the ftickley lease. It only varies slightly
hocause some of the earlier hearings were on the Lonn
Hogers leaso, but the issues are the same. I don't know
what Oxy's poeition is. I don't perceive the imsues to
bo different because wo have a partial ownership inter-
nRt.

CHATRAMAN: Any comments?

(AFTER A BRIECF DICUOSION OFF THE RECORD, THME NEARING

FMOCCEEDED AO FOLLOWA: )
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CHAIRMAN: 1 think the lssue here we nead to be careful
about is that thies is not 100 percent ownership and that
that in and of itself does make some difference.
Particularly as you take this issue forward. I think
it's probably best to go shead on record and have your
crong and get it in again, even though it may take a
little more time. To make sure we get it fully explored.

HABOM: The only other thing is, as I understand it, is
that you all wanted to incorporate by roference and
objections to be included in this package. 1Is that
correct?

MCGUIRE: Our objections are laid out. The same objec-
tion ==

HASON: 1 understand, but the argument and basis for them
ﬁra included in thie package, 18 that correct?

MCGUIRE: fThat's right and earlier oral arguments and
aarlier testimony.

HABON: 1 gQuess =-- are the parameters of that package
entabliohed at this point?

MCGUIRE: They are =-- [ received a letter last week from
the Attorney General'm office. 1 have looked at the
package and have no problem with it. But the ut:nrnlﬁ;
have not gotten back together and said, *"This is the

package." We have agreed upon making a package.

. MABON! My concern ie thaot we are talking about incor=-
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porating something that at this point is not finite. I
have a little bit of a procedural probles with that in
terms of stipulating to incorporate into the records
soEething that you don't know exactly what the paraseters

of it are at this point.

MR. MCGUIRE: It may be eapier and I can do it either way --

MR, MABOM: I just think we could incorporate by reference the

MR.

HR.

MR,

HR .

record for all the earlier applications and then, subse-
quently, if and when the attorneys agree upon an exasple
package that example package can be used to go up on
appeal. And I can name those earlier applications for
the Board =-- incorporate the record of each of those
applications by reference and then allow the attorneys,
1f they can and I believe that they can, to come up with

an example package.

WAMPLER: 1 think as a minimum we would need that for the

record, specifically, of what you were referencing and

wanted incorporated.

MCGUIFE: If the Board pleasges -- and I would purpose

incorporating by reference the record for forced pooling
applications, E=34, E-36, D-16, C-)8, D-34, E-35, C=-16,

A=17, D=35, A-30, B=32, and Q=-33,

WAMPLER: 18 this all specific of the BStictley lease?

MCGUIRE: At least two of those involved the 8tickley

lease. And I would propode offering into evidence a copy




of that lease today for the purpose of todays hearing.
MR, CHATRMAN: Any questions, Memasbers of the Board?

HR. MCGUIRE: Is that acceptable to the Board?

I would move that we accept that sti

HIil. MADON: Yes.

tion.

MR. CHAIRMAN: T have a motion that we accept the stipulaticn

to incorporate thege ==

MR. MCGUIRE: I have very brief cross-examination if that's
the case.

MR. HCGLOTHLIN: Would we want to accept them all or accept
the ones dealing strictly with the Btickley lease?

HR. CHAIRMAN: It is my understanding that you're incorporat-
ing the arguments for all of these others?

HR. MCGQUIRE: 1 am, but --

MIL. CHAIFMAN: And you are specifically referancing and plan
to introduce to the Doard the Stickley lease into
ovidence.

HR. HCGUIRE: That's right. And let me explain the reason.
The earlier lesses that came before the Board were the
Rogers leases and the pajor issues were decided on the
Hogern leapes, The Btickley leases came later. The
Bajor lesues have been decided and we incorporated the
earlier testisony and arguments by reference.

Mit, GWARTZ: The only (inaudible) that I would suggest I would

like to take Mr. McGuire up on his offer that when we
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have agreed on a package and the pending appeals that
that actual physical package be regarded as the record in
lieu of being forced to go back to all of these hearings.
{ think that's what his has offered and I would like the
record ==

CHAIRMAN: The progression of the record, It wouldn't
replace the record.

AWARTZ: Apparently, what he has proposed today is because
we don't have a final agreement on that exhibit package
or that package of accumulated record, that once wae have
one it will become his factually basis in this hearing on

Q-135.

. MABON: Let mo, Af I may Hr. chairmsn. Let me ammend =y

own motion to be that I move that the Doard accept those

MR .

ntipulations subject to the right of Ashland with the
consent of any other interemted party to substitute an

agrening package of exhibits for those stipulation in the

future day. 1o that agreeable to Ashland?

MCGUIRE: That 18,

HA,

CHATRAMAN: Okay, 1 have a motion.

HR.

MR. MCGLOTHLIN: fecond.

MA ,

CHAIRMAN: ! have a motion that 1im aeconded. All in favor
nignal by naylng yea. (All agreed.) Opposed, say no.
{Hone. |

CHAIRNMAN: Do you have cross=-examination?

10
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McGLOTHLIN: Mr. Chairman, msy I agk a question just for
sutaff{ elarification? When the package 18 agreed upon 18
there some stipulation that we need to make at the
pepartment as to who is to answer the appeals == if
that's acceptable the Court.

CHAIRMAN: It doesn't have to filed with the Board for it
to be acceptable. That's part of Mr. Mason's motion. Bo
that will all take place as business before the Board.

MABON: 1t would be my understanding that this substan=
tiation wouldn't occur, per say. That it would require
gome motion and the record would reflect the deletion of
one and the replacement of the other.

CHAIRMAN: Right. Mr. McGuire?

CROSB=EXAMINATION

M. MCGUIRE |

MR .

Mr., Wirth, I understand that Oxy has plans for a pipeline
to take thism gas out of Duchanan County. Can you tell me
what planas Ooxy does have?
1 would rather refer the engineering and everything to
Mr. VanGolen, if that's all right with you. He has more
knowledge in regards to that,
MCGUIRE: I have no further cross.

(The witness otands asido.)

11
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COURT REPORTER: (Swears witness.)

GLEMN_VANGOLEN

a witness who, after having been duly sworn, was examined and

toeptified as follows:

DIRECT-EXAMINATION

DY MR, OWARTZ:

Q. Do you want to state your name again for us please?

A. Glenn VanGolen.

Q. Who do you work for?

A, Dy UBA.

Q.. Your title?

A. Coalbed methane project manager.

Q Have you testified before the Doard before?

A, Yen, I have.

Q. Have your credentials and qualificationa been
accopted and have you beon allowed opinions and
teptimpony before the Poard?

A. Yoo, I hava.

Q. Have you propared an amended Exhibit C or DWE with
roegard to wall Q=357
A Yem, 1 did,

MR, OWARTZ; 1 would like to file ten coples of thinm.

12




10

1]

14

15

17

an

n

|

]

(Mr. McGuire continues.) Is well Q-3% currently drilled?
Yes. The well has all ready been drilled.

Could you tell the Board what you have done in the way of
aggemrbling data and in the way of preparing what we have
filed today ae an amended Exhibit C or DWE, for Q=357
what I have gone back ard done ies put in the actual
casing depth, the actual price of materisl that was pur-
chased, the invoices that wo have to date. Obviously,
they are not all accumulated, some of them have, soma of
them haven't. Algo, in the process of all of that we
have started to accumulate a data base on cemerting cost,
on tubular cost whera in the future we can start using
average pricing for each of these depths on a (inaubile)
baols, 6o we can more realistically reflect the cost
occurred to date or expectad cost to be incurred.

And have you uped the data that you have developed,
either actual cost on this particular well which has
boen drilled to the extent you have invoices that you
lave been able to capture, or if you don't have the
actual invoices the Jdata base on prior wells. Ilave you
used that data to prepare the amended exhibit that you
filed with the Board today?

That im correct,

And, obviouply, the well ham been drilled but there are

ntill a number of cost that have not been incurred as of

13
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yoaL?

Right, We have drilled the well and set casing. We have
not completed the well yet, so the estimate that was
propared is for drilling and completion. Only a portion
of that work on that entimate has been completed.

And what is the total projected cost of both drilling,
which wo have some cost on and completing, which we
don't have, we haven't dome yet =-- what is the total cost
of those two itema on the amended Exhibit C?7

$237,506,

And in your opinion am an engineer is that a reasonable
ontimate with regard to the probable coat of completing
and drilling this waell will turn out to ba?

Yos, It 1m.

Tho well that has been drilled on unit Q=35 is located
outnide of the drilling mite, i8s 1t not?

Yoo, it 1im.

Could you explain to the Doard why the well Q=315 1o
located whore it im?

This was an agreed upon location with the shallow coal
owner, Jewel Omokeleos -- coal operator, excusme me, who
haos projected mining plans in the area.

In what seam would that be?

That would be for the Raven neanm,

And wan thim locaticon agreed upon with the consent of the
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Yes, it was. It was mutually agreed upon for this unit.
Yyou have previously testified before this Board and I
believe it wos guite some time ago and at the point where
you have outlined some of the alternatives that were
available to Oxy USA in terme of existing pipelines to
get gan from {inaudible) wells to market, do you remember
that?

Yoo, 1 do,

And the last time I recall that you testified you had not
made any [inal decisions apm to where the gas might be
going and mo forth, correct?

Correct,

Have you come nome distance toward making final arrange=-
mento and could you explain to the Doard what decisione
have been made, the extent to which arrangements have
beon made to construct a transmismion line, or locate one
and a gatharing nyastem?

We worked with Columbia to get an interconnect agreement
al the Grant comprengol’ atation in West Virginia.
fubsoquently, we are nlso working on acquiring the right=
of=way for that transeiopion line, Wse have authorizaed
and have cospleted a mill rolling of 23%,000 feet of 16
ineh pipe, which is currently in the yard getting coated.

Thion will be a gathering line which connects a smpaller

15
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gathering line into the Grant compressor station in West
Virginia on the Columbia system. 1In addition, there ls
about 40 percent of the gathering lines which will
connect our wells into this main line and the right-of-
way has been acquired on that. And right-of-way crews
are diligently working acquiring the rest.

With regard to the main line that interconnect with
columbia what percentage, approximately, of the right-of-
ways for that line have been acquired?

approximately 50 percent of that main lines right-of-way
have been acquired.

Have you made any arrangements or contracts or authorized
any expenditures with regard to compreseion to get the
gas into the Columbia line?

We have also submitted an order or authorized a submic-
pion of an order for three compressor stations at Grant,
which are boonter compressor stations. It will take gas
from 500 pounds into the Columbia pystem to pay on the
day over 1,000 poundos along with the necesgary treating
eguipment at that station.
AWARTZ: That's all I have for Hr. VanGolen in addition teo
what wap offered lant time,
CHATIRMAN: ANy questiono, Membars of the Board?

EVANG: Mr. VanGolen, on your detall of estimates how many

of these items are outatanding that you don't have
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final?

MR. VANGOLEN: Mr. Evans, let me taks 1it fros the top. All of

the casing has been completed, the tubing has not been
purchased. That is a current estimate of previcusly
purchased materials. The same with the rods. Fortunate-
ly, the tubing has been purchased, not the whole hook=-up
there, The mooring egquipment has not been purchased.

The electrical line pipe fittings have not been pur-
chased., Tank batteries, stock tank separator, meter run,
labor trends, that has not been done yet. In the
intangible section the contract drilling work has been
completed, the rotary day work has been completed. The
gub=-purface casing equipmen® has been installed. Location
roads. A small portion of the contract services. The
copant has been done. The logging has been done. Neither
the perforation, stimulation, equip=ent rental, or
contract hauling has been done, A portion of the
miscellanecus incidental has been done.

EVANGS: Thank you.

MAR. CHAIRMAN: Other questiona?

CROBS=EXAMINATION

BY MR _MCGUIRE!

Q. [ just have one question. Mr. Swartz, in his direct

17
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helped answer the question I was going to ask. In your
DWE how are you spreading out your overhead cost, such as
attorney fees? How do you account for that? Is that
listed in here?
It's somewhat buried into our location and roads. Your
attornoys feos really come down into several categories.
one is obviously the (inaudible) which we are going in
right now, That will be a direct charge to the well.
Title and maturity of action is on a tract by tract
basia, and obviounly if a tract services more than one
woll it will be distributed among those wells. I'm not
sure exactly what the status of this particular tract is,
the Alvig Btickley tract, but I know it does service
eight or nine welle, or projected eight or nine wells.
fSome where in that area. Once those are completed or we
have filed permits on those, those cost will be attri-
buted among all those wells.
AWARTZ: I might montion an appeal coat.
{The wituesse continues.) And an appeal cost 18 charged
directly to the well.
McGUIRE: No further questions.
(The Witneee stands aside.)
EVANG: Mr., Chairman, 1 have a question,
CHATRMANI Mr. Evanas,

EVANAT Mr. McGuire, I'm just making it clear that Ashland
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has interest in 1% acres of this 80 acre tract, correct?

. McGUIRE: That is correct. And when it's sy turn I'll

offer the lease into evidence.

. CHAIRMAN: It's your turm.

., MCGUIRE: Let me, juat for the record, cbject to any

testimony that was given at the last hearing because we
were oot given motice. I'm mot gure that anything
prejudiced me, but I would just like the cbjection noted

for the record.

. SMARTZ: Well, I°d like to cure that then. I mean, if

that's an objectica, a legitimate objecticn we'll start
froa scratch today.

NCGUIRE: I'm not sure what was said last time. If you
can giate for the record what was stated I dom't know
that ==

SWARTI: You got the application and we talked about plat,
we talked about the original DWE, we talked about the
netice. I mean, you have all of the written materiale
that wete the subject of dimcussion at the last hearing.
But 1 don't want to geat into a situaticon where you cCan
sandbag me with cbjectiona. 1 mea, if you have some
prebles with the notices that were gent or the DWE that
war filed ==

MCGUIRE 1 guess I have some problem, because I didn't

get potice, 1 waa sort of surprised when I found out
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that you had started without me.

CHAIRMAN: ECxcuse me, gentlemen, you're going to have to
addross the Chair when you do this.

MASON: I don't understand. Are you objecting to the
granting of the Boards order in your written objection?
Are you objecting here to the inadsigsability of the
avidence that they presented? I'm trying to clarify
exactly what is you objection?

MCGUIRE: Well, I gueps I am objecting to the testimony
that has heen put in before without giving ma the
opportunity to cross-examine. If counsel for Oxy could
tell me what went in the record I may withdraw my
objection. 1 just don't know what happened last time.

CHAINMAN: Mr. Owartz just said he was not going to
attempt te do that and has agreed to go ahead and put on
the full record. If you gentlemen want a five minute
rocens to go over that, we'll do that.

MASON: Wo didn't get a chance to meet before hand. I
don't want to burden Oxy's counsel.

CHAIRMAN: Wo'll take n five minute rocess and you two
tnlk.

MASON: I want to be sure I understand this. You are
objecting to the admissability of the testimony based on
your lack of notice that we presented last time?

MCOGQUIRE: That'm correct.
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MR, CHAIRMAM: We will take a five minute recess.

(AFTER A DRIEF RECESS, THE HEARING CONTINUED AS FOLLOWS: )

HR. CHAIRMAN: We are back on record with the hearing of VGOB-
0521-120,

MR. MCGUIRE: 1 spoke with counsel for Oxy during the recess
and he explained to me what he put in at the earlier
hearing and it appoared to me to be routine matterg and I
will withdraw my cbjection.

MR, CHAIRMAN: OGrant McGuire withdraws his objection.

MR, MCGUIRE: I would like to put into the record the Stickley
lease, ten copies of which I' m filing with the Board.
What I have attached to the Stickley lwase is an assign=
ment to Ashland Exploration.

MR. CHAIRMAN: Do you have a copy of this, Mr. Bwartz?

Mit, BWARTZ: I had gotten it before.

MR, CHAIRMAN: Mr. McGuire, 1 noticed in flipping through
here, the numbering in Exhibit B that's on something,
referencing Page 4 == you may want to clarify for the
rtecord and have thie introduced as a specific exhibit
just pno that the record will be clear. You intend to
introduce this entire package as one exhibit, is that
correct?

MR, MCGUIRE: Yos, 1 do. I would like to introduce for the
record the one document which contains within the

document an oil and gas lease between the otickley's and
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TX0 Production Corporation and attach thereto our two
exhibits.

CHAIRMAN: Okay.

MCGUIRE: Aloo attached to the docusent is an assignsent
and bill of sale from TXO Production to Ashland Explora-
tion Properties. I would like all of this marked as one
exhiblit,

CHAIRMAN: Any questions, Members of the Board?

MABON: Yes, oir. This document is being proffered as an
oxhibit to your written cbjection?

MCGUINE: 1t's i@ being proffered to show chain of title,
which I don't believe is in dispute.

MABOM: 1 guess what troubles me about that is the fact
that there is no reference to it. In this document there
is no one here to offer this in evidence other than your
proff. I don't want to be overly technical about 1it,

MCGUIRE: Let me axplain it this way. It has been
referred to == Ashland's ownership interest has been
referred to in the application by Oxy. 1 don't believe
the documents are in dispute, I am offering this for the
court'n reference or the Doard's reforence.

MADON: I'm not trying to duly burden this, but 1f you
will, Mr, Chairman, does Oxy cbject to this?

OWARTZ: We have indicated their interest in our applica-

tion, 1 mean 1 don't think there is a dispute, that
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little tract that I showed you a moment ago that they
have on our gas lease,

CHAIRMAN: Do you have any questionsa?

OWARTZ: I'm not sure if Hr. McGuire is finished but -~

MCGUIRE: 1 am.

OWARTZ: == I would like to go through his objection
briefly and sort of make like a closing argument, I
guess. I have made some notes. I will not be labeling
this, but we have seen this over and over again and I
thought I would remind you of my position on some of
theoe things. They are legal ispues that start on Page
2 of their objection. HNumber 1; They say that Oxy has
no standing. I would remind the Board that Bection 161.2
allows any claimant when they are conflicting claims and
confer standing on that claim and I think the Doard has
previounly ruled in other cases. I will remind you that
we helleve wa are authorized as a claimant under 361.22.
There 1o alsc an amsertion that 1; that Ashland is the
gan and oll owner. Well, as you can see from the plat
that they only own or have a claim to gas and oill for,
approximately, 1% acres on thic 00 acre unit, and Oxy has
a leoase on virtually all of the rest of it. 8o I would
question that 1p a true otatement, I mean, thoy own a
portien of it, perhaps, but certainly not all of it. In

addition, if there io really a legal dispute hore as to
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ownership this is not the appropriate forum., We shculd
be in District Court or in Circuit Court for & legal
determination as to ownership. You all know that you
don't have the power to do that, you don't undertake to
do that., We are simply in no forum for that. With
regard to Item 2, Oxy is not a principal or lessee. 1
would offer simply the same comments that I have had
with #1. I think it just repeats that issue. MNumber 3
{c an assertion that Oxy has no method to transport
coalbed methone gas from the unit., You've heard Mr.
vanGolen's testimony this morning. You've heard his
tostimony in the past. Dut I think this morning he was
able to offer you some concrete evidence of the fact that
not only have thoy had plans, but they are know in the
proceses of implementing those plans and what they have
accomplished., 8o I think, factually, Item ) is simply
not before you. There is not evidence to contradict what
Mr. VanGolen hap testified to thie morning and, in fact,
he wasn't crossed on that. JItem 4 says, "The unit fails
to copply with statewide field rules.” Statewide field
rules have nothing to do with this. We are operating
under the Oakwood Coalbed Gas Field Order that was
entered by the Conservation Board and that's what created
and ectablished these unitn, and we are seeking to pool

one of those unite. 6Otatewide spacing hae nothing to do
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with this at all. @#5%; "The size and configuraticn of the
unit is not adequate to drain gas.” I have two comments
in that respect. There was considerable expert testimony
from the Conservation Board when OxXy was seeking to
sotablish the Oakwood Coalbed Methane Gas Field, and that
tostimony addressed drainage issues, unit sizes and so
forth. And the predecessor of this Board, I believe, has
made a finding when it established the Oakwood Coalbed
Gas Fleld with regard to drainage in this field and it
has already been legally determined. The second observa=-
tien 1 would make == there has been no testimony offered
at this hearing by any expert witness or at any hearing
{n the past on any of these Ashland cbjections that would
suggent or tend to offer evidence to suggest or support

a contention that these units are not appropriately

oized for drainage, And I would say that with regard to
Item % there has never been any evidence in the record

at all to oupport that aspmertion. 1Item 6; "Well is not
located in the center.” As I am sure you all recall
there woere drilling windows in the Oakwood order, but the
Inopoctor was given the power to relocate or approve
location outside of those windows and that im, frankly,
what happened here. You've heard an explanation as to
why that happened, You know that the statue requires

conlbed methane development to follow to the extent

25




necegsary and convenient mine plans and you have from Mr.
vanGolen that that is why this well is located where it
{g. There ic an asgsertion at #7 that our plat fail to
coaply with your regulations. I don't think it does. I
think it complies and 1 think it gives you the informa-
tion that you want. There has h,ln no cross-examination
with regard to any deficiencies in the plat. There has
naver been any evidence in any of these capes that there
is somothing wrong with the plat. You have directed us
to size these plats on B0 acres or givae dipensions on the
plata and we have told you == EORe of these were dated a
while back == but other than that that's the only
eriticise I recall hearing from the Board. Bome of the
new ones you are getting you see that they are sized at
00 acres and we have told that eventually they will all
ba. Dut there is simply no evidence in the record to
pupport that aggertion with ragard to that plat. 1tem

@; They guestion the accuracy of the survey information.
Woll, where is the cross=-examination with regard to that,
whore is a witness that they have called to pay there 1o
pomething with our survey. There, again, there is no
evidence in the record on Item 8. Item 9; They claim we
have foiled to liot all owners. Well, there is no proof
on that ipgus., HNo testimony, no challenge, nothing in

the record to support that assertion. Item 10; They oay
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we have failed to provide Ashland with any geologic or
petroleum engincering data as to the proposed unit. We
have given the information that the rules require in our
application, which discloses the target formation. The
DWE discloses the target formation and it gives the well
dopth. The estimates that the Board requires us to
provide are furnished in the application and we have
provided all information we are required by law to
provide, Item 11; "Applicant has failed to provide
Anhland with any documentation or other evidence as to
its request to be the designated operator.” Well, we
have submitted a DWE, we have submitted an amended DWE
now that the well has been drilled. They have had an
opportunity to cross=-examine Hr. VanGolen. 1If they had
any questicne of him with regard to Oxy's ability to
operate this unit they could put those gquepstions to him
to create a basis in the record that you could make a
factual determination. Thore simply hasn't been any
oeffort on their part to do that. Item 12; They say that
Oxy han falled to provide Ashland with documentation or
other evidence that it would summit as to conditions for
participation, Our application fleshes out the relief
that we are seeking. It fleshem out the relief =-- pays
what relief we are smeeking with regard to participation,

carried intereot or leasing, with regard a bonus. It 1is
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all in the application we have submitted with regard to
this unit os well == a proposed order which alsoc tells
you what we are looking for. They have that information.
penidos that fact that with regard to participation there
is very little you can do. The statute says what needs
te bo done. And, obviously, the orders we've been
getting from the Doard have, in general, follow the
ptatute. And what the relief we request, of coarse, we
intent to make that mirror with what the statute re-
quires, There is aloo a reference to royalty percentages
of (inaudible) . I have know idea what we are talking
about thero. They don't claim to be a mineral owner and
how royalty interest could affect them remains a mystery
to ma, Item 13; They resorve the right to present
ovidence and cross-examine witnesses as to any matters
not fully sot forth, Well, that hasn't happened this
porning #o I don't think we need to concern ourselves
with Item 13, Item 14 im this recurring assertion that
code Section 45%.1 = 161.22 gomehow viclates Ashland's due
process rights, constitutes a taking of its property and
impoirment of its contracto rightas. Well, they are
entitled to notice. At the last hearing when it appeared
for smome reason that we had not given they notice we
continued the hearing to give tham notice, We've proved

the noticed. This has been published in the nawapaper.
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We haven't heard anything from thes to tell us what due
procesa rights that they claim this statute viclates.
Mothing with regard to thelr property argument. Hothing
with regard to their ippairment, I mean, this 1o Just a
bald asgertion that the provisions of section 361.22 are
unconotitutional without any opecific indicaticn as to
how these impact on them in an unconstitutional way. And
my contention is, you have got to make a record and they
haven't. The last item, Item 1%, they reserve the right
to object to any well proposed, Well, we have already
drilled the well. And, again, another reference to field
rules -- woll, the Oakwood field rules apply and I
boliove we have complied with them. 8o for the reasons
that I have gummnrized 1 would puggest that all of the
objectionn should be overruled for either the reason that
the statute clearly authorizes what Oxy proposes to do
and has done or there ips absolutely no factual basis in
the rocord offered by Ashland to support these factual
ausertions and to give you a basis to even consider
these questionn, Thank you.

MCGUIRE: I have no clesing argument. I have been through
thies before.

MABON: Mr. Chairman, can 1 ask a question?

CHANIIMAN:  Bure, Mr. Moaosn.

MASON: Mr. McGulire, in thies objection any number of these

29




things state that Aghland reserves certaln rights that
relate to essentially the evidentiary presentation,
cropp-oxamination and determination of this Board. As I
road this document those reservation are open-ended., I8

that your intent?

MR. MCGUIRE: Heperves the right to crogs-examine at this
hoaring.

MR. MABON: Woll, what I am concerned about is that it seems

vo be that what this says im that even if wo Bake -- Yyou

10 are apgertaining that 1if we pake the determination today

" and grant the order of Oxy that Ashland is trying to say

2 that they can at some date in the future comg in and

13 reopen this determination and proceed to present evidence

1 or to crogg-oxamine previous witnesses. Is that your

18 agmertion that you have the right to do that?

w| up. McouIRE: It is not the == I guess the renervation is that

17 wo reperve the right to do so ata hearing before this

' Board and thia is ==

|| yp. MABOM: 1 know. But after the determination ==

20| wn. McoUIRE: No, no. That's not how it should be written.

N Let me oxplain that early on these ==

22l wn. mapon: 1 understand the stipulation aspects in that there
P wag an intent related to that, but what concerns me in
that there i@ an assertion hero that if even 1f we grant

the pooling order that has been roquesnted and Oxy is

3o
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moking the assertion =-- excuse me, That Ashland is
making the assertion that they have the right in the
future by some motion before this Board to reopen that
dotermination.

MCGUIRE: T will otate for the record that that is not
our intent, that we are only asking to have that right
at thie hearing.

MABON: Thank you. B8econdly, this ig general, if I may.
When the Oakwood Field Rules were adopted was Ashland a
lessee in thic aren affected at that time?

MCGUIRE: 1Tt was.

MAGON: Did they appear in adoption of those rules?

MCGUIRE: I have no knowledge,

HABON: To you knowledge they did not cbject to the
opncing or the windows or any of the other matters at
that time?

MCGUIRE: To my knowledge they did not. That was before 1
teprosented Ashland,

MABON: I understand. Thank you.

CHAIRMAN! Any other questions? We'll take the objection
motion to dismiso first, What's the Doard'e pleasure?
That waes filed by Ashland Explorations Company Inc,

EVANG:  Mr. Chairman, I pove to deny Ashland's request.

Mi.

CHAIRMAN: I have a motion to deny Ashland's request.

MR,

e

HAGON: Becond,
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CHAIRMAMN: I have a motion and a second. All that favor

signify by saying yes. (ALL AFFIRM.)

HR .,

CHATINMAN: Oppopoed, oay no. (Nene.) Moticns carries.

HR .

CHATRMAN: For clarification the intent of the motion is

to deny the motion to dismigs and digmiss the ocbjections.

MR, MABON: I can't remember. Did wo, in fact, approve thig
_pooling application last time or not?

MR, CHAIRMAN: HNo. We have to act on that now.

MR, MABSON: 8o would it be appropriate now to move to =--

MR, CHATRMAN: It would.

MR. HAOON: == approva thq_pnallnq application with regard to
COMI=-235, i@ that correct?

MR, CHATRMAN: Refer to the docket number.

MR. MABON: Docket #l, sir,

MR, CHATRMAN: We have a motion. Do you want to also include
tho designated Oxy as the operator?

MR. MARON: Yos, #ir,

MR. CHAIRMAN: And to approve the coppulsory pool drilling in

e

MR. MABON: Yens, air.

ML, MCGLOTHLIN: Second.

MR .

CHATAMAN: Docket number VGLRA-0521-120. I have a motion

ond a second. Any further discussion? All in favor

signify by maying yes. (ALL AFFIRM,) Opposed, may no,

(None.) Motion caries,
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CHATRMAN 1

(ITEM 4, 5 and 6)

The next item, while Oxy is at the table, is
dealing with the issue that Oxy has. I think, Hr.
gwartz, do you want to comment to the Board on 130, 131,

and 132 for the record please?

MR. BWARTZ: Yes, Mr. Chairman. These would be Docket numbers

HR.

4, 5, ond 6 on todays docket, which are VGOBOG616=-110,
131, and 132, Mr. Wirth wrote to you all on May 22
indicating that he had reached an agreement with Equi-
table Regource Exploration and was requesting =-- or wWam
warning you that we were going to request that these bLe
diomigsed at this hearing and we are indeed requesting
that thome three iteoms bo dismissed. It would be
unnecessary to conasider them today. 1In addition,
consolidated and their counsel have been kind enough to
allow up to tackle Item 7 and 0 before they get in to

theire. AL least, they were yesterday.

JONED: Yes, Mr. Chairman.

33




13

14

4

L)

19

a1

i

24

P

(ITEM 7)

Mit, CHAIRMAN: Okay. The Board will go to #7 on the docket,
the petition for the establishment of compulsory pocl
drilling unit from Oxy USA. This 1pn coalbed methane well
U-10. Docket #VGOB-0618-1133,

MR, BWARTZ: Agian, it will be Tim Scott and Mark Swartz for
Oxy. Mr. Chairman, my first witness would be Marty

Wirth.

HARTIN WIRTH

a witness who, after having beon previously sworn, was

oxaminod and teotified as follown:

DIRECT=-EXAMINATION

BY MR, OWARTZ!

Q Marty, I will remind you that you are still under oath.
First of all, T would ank you whether or not you caused a
notice or a publication to appear in any nowopaper with
regard Lo unit U=107

A, Yeo, woe did.

Q And what newspaper would that have been?

A, Wo published it in the Virginia Mountaineer.

4
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And the certificate of publication states that 1t was
publishes on what date?

23rd of May.

what year?

1991,

And wos there a small map published in the paper?

That is correct.

A copy of the map wop attached to the notice of hearing?
That is correct, Exhibit A=-1.

And was the notice hearing also published in the news-
paper?

Yes. Full and complete.

Were two copies of Exhibit E, the proof of publication,
filed with this Doard?

That 1o correct.

In addition te notice by a publication, if you would
rofer to the notice of hearing, could you tell whether or
not you also mailed copies of the notice of hearings in
Exhibit A=1 to any people?

Yor, we did., We mailed via certified return recelipt to
all respondente listed in the notice of hearing.

That you had addresses for?

That im correct.

If wa would turn to Exhibit D ==

AWARTZ: Wa have an amended Exhibit B that we would like




to file with regard to unit U-10.

HR. CHAIRMAN: You may want to restate that for the record.

You were walking around.

HR. GWARTZ CONTINUES: We are filing an amended Exhibit B with

you all today and Mr. wirth will tell you why we are
doing that. I think the record should reflect that file
while you all are passing it along.

(MHr. Owartz continues.,) Mr. Wirth, why did you prepare
an amended Exhibit p?

In order to assist the Board I filed the Amended B due to
== I would like to dismiss some of the respondents,
because they have executed contracte with Oxy UBA and to
reflect the proper addresses of pome that have moved or
returned back to Oxky UBA as unclaimed and addressen
unknown. Therefore, I am trying to reflect a written
also with our oral testimony.

Which parties are you showing in Exhibit B that should be
dismisped because they have @gigned leapoen?

In the original Exhibit B == for the record I would like
to diomine David William Loots.

Which number is he, Number 17

That would be Number 1, Also Nuamber 2, Detty Loots
Opencer. 1Item 5, Drenda C. Young. Delote #7, Patricia
L. Hagerman. Delete 010, Virginia V. Blose. And also

813, Sarah Ann Daldwin Carskey. Said parties have
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executed an oil and gas leasse, coalbed methane, with COxy
USA. And that is reflected in the amended exhibit, which
1 have.

fo you have deleted those people that you have identified
from the amended exhibit because they no longer need to
be respondenta?

That is correct.

when you mailed copies of the notice of hearing and map
via certified mail have you filed as Exhibit F two coples
of your receipts for mailing and the return receipts
cards for the Doard?

Yea, sir. On June 6, 1991 1 provided proof of mailing
and for all of the mailings that we did on the original
exhibit.

Were there some people that you could not mail to on this
unit?

There were some, The heirs of some of the Baldwin trust.
AMpou, woa knew of namen, but wo could not locate addressen
for a Hobart M. Daldwin or Ruth B. HMyhall. Of coarse,
the outnate of W. W, Daldwin.

other than those three that you just identified did you,
in fact == were you able to mall to everyone elee?

Yeo, we wore.

And did you get cards back from everyone except Lenoir

Naldwin?
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That is correct. We received asll back except for Lenoir
Baldwin which was returned as unclaimed, insufficient
address. We, again, cent notice the second time. Again,
it was returned as unclaimped.

Could you briefly describe to the Board what you and
other Oxy employees do to attempt to locate and identify
people who may have an interest in this tract and to
locate their addresses and track them down?

Initially, we check the county court indices and all the
roacorde possible and also check the revenus department
for tax sosessments, various agencies that are available
to us in that county and surrounding counties. We also
chock phone directories. We have established a relation-
ship with most of the local banks, whereas -- at first,
initially they weare quentioning why we wanted to know if
they had a customer by this name, But they realized
that they were doing due diligence. And we checked with
o lot of the local councels in that area to see if they
might know and we do have contacte in that area.

Wap that done with regard to this unit?

Correct.,

Turning to the plat map, Exhibit A, Page 1 that was
submitted with the application, if you could hold the
plat up and show and maybe circle it with this pen

shewing the Board the tract or portion of tract where

Je
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there are cutstanding interests that the respondents have
been notified?

The very northeast corner section of the 60 acre unit is
gpubject to the W. W. Baldwin estates oil and gas interest
which we are trying to locate any and all parties to
that.

And what i@ the acreage that that consist of that 1is
within the B0 acre unit and the percentage of the unit?
That consigt of 1.16 acres or 1.4% percent of the 80 acre
unit.

Whot i@ Oxy's interest or interests in this unit?

oxy has acquired coalbed methane lease rights from 100
percent of the coal owners and, algo, a little over 98
poercent of the oil and gan owners in this unit.

Ic the ares that you've previously shown the Board on the
plat map the unleased area of oil and gas?

That's correct. At this point and time.

gxcept for that little corner Oxy haos all the leases

from all the coal owners or oil and gag owners with
coalbed specific methane leaces?

Leages or contracts with other comspanlies, yes.

Could you tell moe what amtate Oxy 1is incorporated in?

Oxy 1o a Delaware corporation.

And has Oxy been authorized to do business in Virginia by

the Virginia authoritien?
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A Yoo, At has.

Q. And 18 Oxy registered with the Department of Mines,
Minerale and Energy as a oil and gas operator?

A. Yes, it has. It has a bond on file for proper filing.

MR, OWATRTZ: That 1a all I have of Mr. Wirth,

MR, CHAIRMAN: Let me ask if there is anyone here present
today that wishes to address the Doard regarding thip
woll, CDMU=10, Docket #VGOB=0618-1337 The record will
ghow that there is no one here. Any questions, members
of the Noard? Continue.

M. OWARTZ: I would like to call Mr. vVanGolen.

GLENN VANGOLEN

a witpnoeans who, after having boen previoulay eworn, wan

examined and testifiled as follows:

DIRECT=EXAMINATION

ny MR. OSWARTER I

Q. Glenn, I would like to remind you that you are still

under oath. Could you state your name for us one more

time?
A alenn VanGolen with Oxy UBA.
Q. Have you prepared and amended DWE with regard to the

40
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well in unit U=107

Yes, I have.

M. BWARTZ: And we have parked that as Exhibit C amenced down

> o » © > O > O »r

> o

=

I

=

o

at the foot. I would like to file 10 copies of the
amonded DWE reportas,

(Mr. Owartz continues.) Mr. VanGolen, who prepared the
amended Exhibit C?

I d4i4.

And when was it prepared?

The 17th.

of what month?

Oof June.

What year?

19001.

Has thio waell been drilled?

It has,

And it showa a proposed total depth. 1Is that the actual
drilled depth?

That is the actual drilled depth.

6o it's beon drilled to 1,700 feet?

Correct.

And what is the targot formation of the well?

The Pocahontas #J.

In thin location and at a depth of 1,700 feet, can you

tell me, in your epinion, whether or not the well will be
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capable of producing from the Pocahontas #) sean?

Yeo. The #) poam wan at 1,645,

With regard to amended Exhibit C concerning unit U-10
could you tell the Board what you did in terms of where
the pricing information and the footage information where
it camo from to prepare thio estimate?

The pricing information that was used was the actual cost
of material used for the well. Once again the cementing
sorvices were used from the overall data base. On the
average cost per well again theses invoices haven't
cloared the account., We have field tickets but that
doeon't reflect the actual cost of the well because of
discounting. do the data base was used on the average
cost of the wells and that ip reflected in the estimate,
fiimilar to before the cost that were incurred were
similar to the ones that were indicated beforo. This
woll was cased and drilled out and ip currently waiting
completion,

With regard to U-10 by way of example, what price per
foot were you using for conductor surface casing and for
production caming?

The conductor has besn running somewhere around $15 a
foot, surface caming current pricing is $10.%0 a fooct,
production caming is £$4.75% a foot.

And with regard to contract drilling what per foot rate
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did you usa?

The rate that was contracted for this well was §19.2% &
foot.

And what would the drilling day rate be?

With drill pipe it was $52.80, without drill pipe it was
sq2.

When you drill a well is there a bid process for some of
the people who provide pervices, and if so, could you
describe that procean? ‘

We have several procepses that we go through., We do
bupinesn all over the country sc the national vendors ==
wo go through national discounting receiving regional
discounts from the larger contractors. The local
contractorn == we go through a bidding process that
nelects a number of contractors, give them the pertinent
information and allow them to aubmit a bid for the work
to be done.

Wan the drilling on U-10 actually submitted for bid?
Yem, It wag.

Con I aspume you try to award this to the lowest bidder?
Hoast of the time that is corroct. We also take into
account quality of omervice.

can you tell me whether or not it im you opinion as an
onginecr in charge of this project that the coat you

have estimated on your amended DWE of $232,203 ipg a
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reasonable estimate to the probable cost for drilling and
coppleting the well on U=107

That is correct.

I would also ask you whether or not, based on your
familiarity of this well, with the unit, with the class
of the unit, with the field in general this well is a
roasonable method in your opinion to produce the coalbed
mothane gas line within unit U=-10 taking into considera-
tion correlative rights, economic wastenm, and physical
wantes ao issues of concern?

Yoep, it 1p.

Have woe filed an Exhibit D with the Board in advance of
the hearing dealing with congsent to stimulate?

Yeo, we have,

And does Oxy, in fact, have the consent of the coal
operator to stimulate at the Pocahontas 8) goam?

Yoeu. We have conpent to stimulate all seams below the
Tiller.

And in asking the DBoard to approve this order are you
limiting the seams that would be targets for production
to pnome horizon or group of horizonem in terms of coal
oeama?d

It's, hasically, limited to those seams in the Oakwood
Qan Fleld,

Nelow the Tiller?

44




13

15

18

\7

10

0

F1

a2

a1

5

h.

HR.

Hn'

MH.

MR.

MR,

HIt,

"nl

H“I

MR,
HA .
MR,
MR .

MR .

MK,

Bolow the Tiller.

CMAIRMAN: Mr. Bwartz, do you have a consent to stimulate
to introduce to the Board?

SWARTZ: I thought it was previously filed with you all,
but I do ==

WIRTH: ©On June 4, 1991 I pubmitted consent to stimulate
on all well from 130 to 134 on the dockets, two coples.

CHATRMAN: 1 may have it nomewhere else in here. We'll
check that.

OWARTZ: T have an extra copy, but I don't have ten,

CHATRMAN: Well, if it was filed we should be able to just
clarify that it waps filed,

AWARTZ: I think I have the return receipt.

CHAIRMAN: The record will reflect that a consent to
stimulate has bean filed.

OWARTE: That 4o all I have of Mr. VanGolen.

CHAIRMAN: Any question, Members of the Board?

MAOON: I have two, if 1 may?

CHAIRMAN: Mr. Hason.

MAGON: Out of curiosity, Mr. Vancolen, the original well
entimate didn't include any 12 inch surface pipe on the
pocond one, 1 am just curious to to why that was
changed,

VANGOLEN: Every well, Mr. Hason, raequires a conductor

pipe tao be pnet, Thie allown un to have a mochaniem to
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put on a head that diverts the air during drilling
procens., It'c really a question of how guch that
conductor you have to set, It varies anywhere from 15 to
30 fest, depending on how consolidating the surface 1s in
that area.

MASON: 1 understand that but, it wasn't on the original.

VANGOLEM: Well, what he had there was instead of 12 and
3/4 1 believe in the original he had 20 feet of 13 and
1/6. A little ways down the ==

MABON: Okay. 1'm gorry. Thank you. My second question
in are any of these services or materials purchased from
subsidiaries of Oxidental Petroleum?

VANGOLEN: Possible indirectly. BSome of the polymers used
and chemicals uped in the cementing or fracture satimula-
tion. I don't know for a fact. It could be supplied by
oxidental. Dut none of them are purchased directly to my
knowlodge.

MASON: Thank Yyou.

GWARTZ: Do you have a comment of that question?

WIRTHI: If T might clarify the subsidiary of Oxidental
Petroleum Corporation has a chemical outfit which might
gell to Halliburton, Dowoll Well, Blumber Jay. It is
always arme length or something like that.

CHAINMAN: HMr. Evann?

EVANG: Mr. VanGolen, is this seanm fracked?
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MR. VANGOLEN: 1It's pre-seasmed.

HR. WIRTH: Each of the DWE's still reflects three seams to be
fracked. Obviously those will be evaluated when we get
to that stage of the game.

HMA. CHAIRMAN: Do you have any other questions?

(The witness stands aside.)

MR. CHAIRMAN: What io your pleasure?

MR. EVANO: Mr. Chairman, I move to grant
pooling.

MR. CHATRMAN: Becond?

MR. MABON: Seocond.

HR. CHATRMAN: I have a motion and a second to grant the

potition to establish a compulsory pool drilling unit.

All in favor mignify by saying yes. (ALL AFFIRM.)

Opposed @say, no., (Hone,) Motions caries.
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MR. CHAIRMAM: The next ites on the agenda is the petition for

astablishment of compulsory pool drilling unit from OXY

ush for CBM V=-12. This is Dockel svcoR=-0618~134.

MR, BWARTZ: Again, Mr. chairman, Tim Scott and Hark Bwartz

for oxy with regard to our application on unit B=-12. 1

would call Mr. Wirth firet.

MR. CHAIRMAN: Let me make Bure, are there any folk here today

preascnt that wish to address the poard other that Oxy UBA
regarding well CBM v=12. This is Docket aVGOR-0618-134.

The record will reflect no one here. You may proceed,.

MR. GWARTZ: Thank you, Mr. chairman. I call Mr. Wirth again.

Q

MARTIN WIRTH

a Witness who, after having been previously sworn, Was

evanined and tentified ap followa:

DIRECT-EXAMINATION

DY _MR. BWARTZ!

Mr. Wirth, I would ask you whether or not the notice of
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hearing in Exhibit A=1 and the little map with the notice
of hearing was published in any newspaper?

Yeo, it wae, in the Virginia Mountaineer again.

And what date would that have been?

It was published on May 23, 1991,

And in addition to publishing the notice of hearing in
Exhibit A-1 did you undertake to notify respondents by
any other meann?

Yoen, by certified return receipt, We mailed the notice
of hearing and the application, complete application to
all reopwndence names in thio unit,

And have two copies of Exhibit F been filed with the
Roard which is the proof of mailing with regard to the
threo respondence?

Yon., We filed proof of mailling on June 6, 1991. We are
having scmoewhat of a problem with the United States
Poptal Bervice. We did not roceive the card back stating
that the parties did receive it, but I personally
verifiod with Mr. Rand Sterling, Benior Attorney for
Equitable, almso, Mr. Rex Edwards, counsel for Columbia
and also verified with Garden Realty Corporation and all
three have received, but yat the cards at the time of
needing to be =- excopt for Oarden Realty did not come
back, The Pontal Dervice did find Garden Realty, but for

pope reason Aid not return {it., We are having quite a
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difficult time of that.

Did you send and file a lotter with the Board dated June
6, 1991 with regard to your conversations with the people
from Equitable and Columbia Matural Resources?

Yoo, I did.

And the card that was signed and returned by Garden
Realty 1o part of Exhibit F?

That's correct,

Do you wish to add or diemioe any of these -- any parties
or digmiss any of these three partien?

Ho, not at this time.

With the regard to the plat map could you show the Board
what interent im subject to the forced pooling in the
fense that the respondence have an interest in the tract?
It 1o the eastern portion as you see highlighted in the
pink of the 60 acre unit, which represents approximately
24.79 percent or 19.8 acres of thia unit,

What 16 Oxy's interest in the balance of that unit, Mr.
Wirth?

04y hao ncquired coalbed methane rights, oil and gas
loave right from 95,9 poercent of the coal owners, with
o1l and gas rights we have owner/lease for 95.9 percent
of the oil and gan ownern. The outstanding interest we
do not have from Garden Realty. Consol is a loopea of

Garden Realty. CcColumbia Mational Resources has a
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conventional oil and gas lease with Buchanan Realty. Oxy
has a conlbed methane lease with Buchanan Realty.

could you briefly summarize for the Board the efforts
that you and your staff made to -- in the first instance,
poke a judgement with regard to ownership and then track
down the various people that you had identified as having
a potential interest in this unit?

In this unit we were able to verify through the county
rocords and find existing contracts from the parties or
outstanding interest from all parties. We, also from
varioun title opinions, verified that the title is
correct,

And have you linted as respondents all of the people that
you identified ac potential owners of the resource who
you do not have scme kind of agreement or lease with?
That is correct.

can you tell me whether or not you filed a consent to
stimulate and statement of no objection to a well work
permit with regard to unit V=12 with the Board in advance
of tha hearing?

Yea, Again, on Juno 4, 1991 we submitted a consent to
ptimulate on all of the wells that are before the Doard
today.

And that consent ie from what company?

That consent ig from the coal operator from below the
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Tiller seam from lsland Creek Coal Corporation.
Q. In what state 18 Oxy UBA incorporated?

A. Oxy USA is a Delaware Corporation.

Q. And im Oxy authorized to do business in Commonwealth of

virginia?

Al ?.l'

Q. Is Oxy registered with the Department of Mines, Miuerals

and Energy?

A,. Yoam, wo are.

Q. And do you have a blanket bond or honds on file with the

DHHE?
A. Yon, we have bonds on file.
MA. SWARTZ: If there are no questions of Mr. Wirth I will
proceed to Hr, VanGolen.
MR. CHAIRMAN: Move any quesntions from the Board?

(The witnesns stands aside.)

OLENN VANGOLEN

n witneow who, after having boen duly sworn, was examined and

toatified an follown:

DIRECT=-EXAMINATIO

NY¥ MR, BWARTE|

Q. Glenn, I would remind you that you are still under oath,
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could you mtate you name for us again?

alenn VanGolen with Oxy UBA.

Mr. VanGolen, did you prepare an amended DWE with regard
to unit V=127

Yoo, 1 did.

1 am filing 10 copien of an amended Exhibit C. When was
thin amended DWE prepared?

June 17,1991.

Is thio well drilled?

Yon, it 1ia.

And what is the total depth of this well?

The well was drilled at 2,456,

Wap it drilled with the intention that it would be able
to produce from the Pocahontao #) seam?

Yoo, it wap. The Pocahontas @3 is at 2,405.

can you describe briefly for the record, with regard to
thio particular unit, how you prepared the DWE, general=-
ly, where the information that you used came [rom?

Yoo. Oimilar to before the material cost or the actual
coot purchamed for the well =- once again this well was
drilled and caped. The casing set just above the #) geanm
and drilled out and is ready for completion. The
infornation == this woo a rather recent well and it was
drilled within the last week and a half or mo. Bo the

informati &M obviously haen't cleared from the accounting
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records yet.

I direct your attention to the =-- just a change for a
moment == to the location of this well on the plat. You
will notice again that it is outside the drilling window?
Correct.

Could you give the Board any inforsation as to why this
location wound up being the agreed on location?

Onco again this is over the active mines, Dominion #6
mine of Jewel Omokelose, where they are mining the
Kennedy seam. This was the agreed upon location with
Jewal Bmokeless for this unit.

Gotting back to the amended DWE, if you would compare
that to the original could you tell the Doard what the
total shown on the amanded DWE is and then compare 1t to
what was shown on the original Exhibit €7

The amendod DWE is $264,109. The originally submitted
DWE wap $270,800,

Io the amended DWE lespm or more?

The amended io leaso.

I will ask you whether or not you have a opinion as an
vnyinoeor aud ap the project manager am to whether or not
the sum or $264,109 is in your judgement probable cost to
drill and complete the well on unit V=127

Yen, it {s.

And it ipo your opinion it can be done for that amount?
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Your, 1t 1im.

And I would also ask you 1f it is your opinicn that the
well which has been drilled on this unit represents a
reasonable plan to develop the coalbed methane within

and under thie unit for the benefit of the cwmers cf the
resource?

Yoo, it ib.

Isn it your opinion that this proposed well on this unit
would also serve to protect the correlative rights of
owners within the unit as well as adjacent to the unit
and have the probability of lessening the likelihood of
both phyeical and economical waste?

Yoo, it is. Yep, it does,

one thing 1'd like to clarify too. You all have looked
at the plat, 1t shows that V=11 looke to be within this
unit. Just for clarification, that well is not within
the unit. Just for graphic purposens they showed it and
the diastance from the other well, On thie plat it looks
to be oither the distance shown is 2,380 and if you acale
that off that'o about 1,800 feet away. There is a broken
line there o ao not to interfere with the other informa-
tion on the plat theay have placed it in that spot. Dut
thero are not two welln?

There are not two wells,

AHARTZ: That ie all I have of Mr. VanGolen.




MR. CHAIRMAN: Questions?

HR .,

MR.

MR.

HR.

MI.

Hn.

MCGLOTHLIN: Mr. VanGolen, enlighten me a little bit on
the location again in the window. It seem to me out of
an 80 acre tract that you could find a suitable location
that's within the plat.

VANGOLEN: Mr. McGlothlin, we would always like to hope to
put it in the middle. We get to the point where, in
foct, this well was moved in three different locations.
This is the thirdef -- the one that the coal company
would finally agree with. We always Ery to put it within
that window. Either to the point of You can drill the
woll there or not drill this unit at all.

HCGLOTHLIN: Other than Jewel Omokeleos were there other
circumptances which led to that area?

VANGOLEN: Yeah. This is slgo located near the church
camp, the Christ church caep, which comes into effect in
this area. We had to stay away from the chureh camp and
otay away from their property. We didn't have to, We
chone to.

OWARTZ: Lot me clarify that for you. Did the camp
originally object to the well permit application?

WIRTH! Yem. Well, not on this particular woll, but
they're omervicing this area especially this tract., You
notice that the Buchonan Realty #14. Thore's a large

youth camp tn that area that not only merves as vacation
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bible school, but also has a meeting place for the Charch
of christ. The counsel for the church and the youth casp
asked for a meeting and we sat down with all parties and
delegaten and everything and arranged, at quite a
tremendous cost to Oxy UGBA, to avoid that acreage. And
also we had a drilling time frame because of vacation
bible school was starting. G0 we were in and out and in
and out and in and out in trying to do our time schedule .
because of pafety purposes with the youth present and
averything. Again, not only is one mine works going on,
but there is other mine works that may be on top of that.
And I know for a fact, personally, that all of these
wella in thz area was pretty tough to get in the B0 acre
unit.

VANGOLEN: By no means was this is the most cost effective
location. We had to build a substantial amount of road
to get to this location,

MASON: Mr. VanGolen, with reference to this well and also
the 610=133 that we did previously, if Oxy io the
designated operator of these wells is it its intent to
produce these welle through the pipeline that you all
discussed ecarlier?

VANGOLEM: Yes, it is.

MABON: 8o if you all are the operator you all anticipate

having the seanes of moving this gas out of here?
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VANGOLEN: Yes, we do.

MABOM: Thank Yyou.

OWANTZ: You might clarify, Mr. VanGolen, that we are
talking about a tranamission line and a gathering
systes. You might tell the difference in the ==

MABON: Well, my question just directed it that I was
wanted on the record that these wells -- you know, that
you all do have a plan, it is part of what you all
discussnd earlier and as the cporator you anticipate
using this gathering and transmission system, correct?

VANGOLEN: For clarification it's all part of a gathering
syatem going into an interstate trancmission line. It is
part of that gathering system.

CHAIRMAN: Any quentions? What's your pleasure?

MA. MABON: 1 move approve thoe application.

HR .

EVANS: fecond.

MR,

CHAIRMAN: 1 have a motion and a mecond to approve the

petition to establish a cospulmory pooling drilling unit,

All in favor mignify by saying yes. (ALL AFFIRM.)

Opposed may no. (Mone.) Motion carries. We will take a

ten minute roceas before we start the other hearing and

give the other f[olks time to pet up.




10

2

16

19

an

(ITEH 2)

MR, CHAIRMAN: The next items on the agenda is & petition for

the eatablishment of the production unit known as BUN #1l
for the production of sealed coalbed methane gob gas in
gob areas from Pocahontas Gas Partnership. This 18
Docket #VGOD-06G106-127. Would all the parties that wish
to addrepoo the Board com forward to the table at this

time pleage,

MR. JONES: MHr. Chairman, Hembers of the Board. My na=me 1is

MA.

Jim Jones, an attorney from Abingdon and along with my
partner Elizabeth McClanahan we represent Pocahontas Gas
Partnership in these applications. This is an exciting
new project that we are bringing before the Board today.
I think you will find it of great interest and we will
try to move along as rapidly as we can. We have a number
of our witnesses here ot the table and we will introduce
them, Lf it is permiseible, at the time that their
tentimony 1o given. 1 am goilng to ask my partner
Elizabeth McClanshan to give a little further opening and
thon we will proceed into our evidence, if it pleases the
Board.
MCCLANAMAN: Firet of all, we've pubmitted two applica-

tione, one for the DUN #1 unit and one for the BUS ¥l

39




n

12

12

unit. That is what we have been calling them. We were
wondering if we could just submit our evidence on those
two units together, if it would please the Board. If
not we will do it separately, but I think it would be
more efficient if we just talk about them together.

CHATRMAN: If you will carefully point out any distinc-

tions and help us keep the record real clear.

MB. MCCLAMAMAM: The biggest distinctions obviously are with

the acreage and our lease hold position in both of those
unitos., Wa'll keep all that evidence oeparate for each
unit, What we have on the Exhibit to your left here 15 a
topo map with the mine plan on it and both the units
designated. The Bun #1 ig the north unit. The BUG #l,
obviously, the south unit. Pocahontas Gas Partnership 1ia
a partnership copposed of Consolidation Coal Company and
Conoco, Inc. What we propose to do in these two units is
scal the area that you see outlined in red on the map,
that boing one drilling unit created under 45.1360.20,
wWhat we would request today is that the Board establish
the creation of those two units and then field rules
Wwithin those unite which would allow us to drill as many
== actually, we are not going to be drilling well in
these two welle in these two particular units. The VOH's
have already been drilled for coal mining purposes. BDoth

of those areaes have been completely longwall mined and




there 1c no coal left in either unit. What we propose Lo
do is to convert the VBH's into coalbed mathane gob

wells and then produce those. The reason we've submitted
these two together is because these are the only two
units where the entire unit will have been mined cut
prior to the time that we submit the spplication for the
units. WwWhat we would request that the Board do today is
establish these two units as they are drawn on the map,
allow us to convert as sany VBH's as we deem necessary
during the coarse of mining into gob wells and produce
those. We would request that the Board have a field rule
which saye that we can drill as many wells as we want as
long as they are nct closer that 300 feet to the boundary
line of those units. That's in accordance with the
statute which requires a 250 feet boundary line and it is
also the same as the setback line in the Oakwood Coalbed
Gao Field.

MR. MABON: Are you telling us that you anticipant or that
there 1o a possibility that you will drill additional
wella or the only wells to be converted --

M. MCCLANAMAN: We will only convert VDH's to gob wells in
these two units. MHowever, there are more VIH's in theoe
unite then the list of eight for the north and the nine
for the south.

Mit, MAROM: 1 understand. In other wordes all of the holes
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are to be used are already in existence?

HCCLAMAHAN: That's correcet.

. MABON: 8o the only thing you are asking for ig the

conversion of the vent holes to the wells, the producing
welle and the ability to produce them?

MCCLANAIAN: Right.

MABON: No additional drilling. That is what I am trying
to get at?

MCCLANAHAN: Right. Correct. And the reason we need it
to be done in this particular manner is because it would
be adsinistratively more efficient for the Board to allow
us to drill as many wells as possible as long as we don't
get )00 feet closer to the boundary line, than for us to
come back and request location exceptions from statewide
gpacing every time. 1In addition, we may not have time to
do that because during the mining we may need to vent
additional gas. And in order to do that we would
obviously have to convert a VWH to a gob well and
produce 1t as quickly as possible in order to keep
prossure off the seals that are going to be in place in
both of these units. And we think this is in conformity
With what the statute allows and that is for safety
reagons or to conform with the mine plan. The Board 1is
given the specific authority in BDection C of 361.20 to

allow the multiply drilling of welle in any one unit.
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The wells that we have proposed thus far to convert from
Vnli's to gob walls none of them are closer than 500

feot, which is what the statutory rule is at present.
llowever, obviously unless the Board rules on this patter
the gas and oil inspector would not be able to 1issue
pormits for us to convert any additional VDH's to coalbed
mothane and that's why we've asked for that particular
field rule to be establiphed. In the north unit we
control 100 percent of the Pocahontas #) coal seanm,
99.03% porcont of all other coal meams, 67.24) percent of
the oil and gas. And in the south unit we control 100
percent of all the coal peamn. This 1in below the Tiller
which ig included in tho application and 90.004 percent
oil and gas, The first witnese I would like to call 1m

Len Arrington.

COURT NEPORTER: (Bwears witnons, )

LEOLEY ARRINGTON

a witnese who, after having been duly sworn, was examined and

teotified as follown:

DIRECT EXAMINATION

Ny M8, MCCLANMIAN:

would you please state your full name for the record?
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Losley ¥. Arrington.

Your addreos?

26 Mountain Top Drive. Princeton, West Virginia.

who are you employed by?

conool idation Coal Company.

And your position with consolidation?

Permit spocialist.

what do your responsibilities and duties include ano
pormit specialist for Consolidation?

Assembling oil and gas informaticn into the application
and permitn, land mapping and gathering title information
from title opinions.

How long have you worked for Consolidation?

Thirteen yoears.

In that name popition?

Generally, Yyes.

What in you educational background?

1 have an Associate of Bcience Degree in Mechanical
Engineering and a Dachelor of bcience 1n Civil Engineer-
ing Technology.

The PUN 1 and DU 1 units that have been proposed by
pocahontas Gas Partnerchip in the applications in which
we lhave submitted, What mine do those overlie?
conaolidation Coal Company #l mine.

lfap there been a continuous property acquisition program
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in the development of this mine?

Yen.

MR, CHAIRMAM: can I interrupt You for just cne second? Hay I

HE .

nek you just to facilitate the Board knowing who may be
planning to testify about what. Just give us briefly an
overview of the witnesses you plan to call and what
they'll be testifying about. It might help us 1if we
ptart trying to osk Mr. Arrington questions or the other
witnesses and covering everything.

MCCLANAHANT Okay. Mr. Arrington, as he has testified 1o
the land man and permit specialist for Consclidation
conl Company and 1ip responsible for leasing. 8o what we
plan to use him for is to indicate to you what our
percentage of control is in both of these units. Oecond,
wo would like for Randy Albert, who im the project
manager for Pocahontas Gas partnership to testify about
whiant thio project encompasses. He is aleo a pining
engineer and so would be able to answer any mining
ongineering queastiono that you might have. Ken Kormondy,
peated between Rany and Les, is a geologist for Con-
golidation Coal company. He will teatify about any
geological queationn that you may have. Those are the
only onen that we plan to introduce at thio particular
time. Unless there may be some questions that may have

to b anewered by other individuals.




Q. {Ms, McClanahan continues.) LeB, with regard to tEe EUH
1 and BUS 1 how did you identify to potential owners of
the coalbed methane gob gas identified?

4l n. rrom legal descriptions, title opinions, and field
investigations,

Q. And those names You have listed on exhibits to both
applicationa, {s that correct?

h. Yon.

Q. On the north ecould you indicated what your contrel of the

10 coal estate and your oil and gas estates are?

wil up. mason: Excuse me. I was just going to suggest, Mr.

12 choirman, that for purposes of the record they can't

13 tell -- each time you put on a slide I would suggest that

14 you say there ig 8 slide and what it 1@ @0 that it will

15 appear in the record.

| ma. MCCLANMAIAN: The first one wag an exhibit to the applica-

17 tion mo that won't be necenpoary.

ol Q. (Mg. McClanahan continues.) This one, Les, would you

0 oxplain what this oxhibit in?

| =hig exhibit 1o showing our coal control. On there wWa

21 control 100 percent of pocahontas #) seam and at that

72 point we control 99.03% percent of the below Tiller seam

b and 100 percent of the Pocahontan &1 seam.

24| Mn., HCGLOTHULIN! Wwould that be the same aB Exhibit B=-17

M. HMCCLAMAIMAN| Correct. We would introduce this as exhibit
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B, the first exhibit, being the one that is ca the sassl.
(M8. McClanahan continues.) In the scuth cogld you
explain the cwnership.

In the south unit we control 100 percent cf the below
Tiller seam coal and that's this exhibit.

And the oil and ges estate in the south unit?

In the south unit we control 90.004 percent of the oil
and gas estate.

And 1n the north unit what is you percentage of cocntrol
of the oil and gaeg eptate?

G7.243 percent.

Who are the owners of the coal below the Tiller seam in
both of these unite?

In both units? The coal below the Tiller seam in the
north unit is owned by the Hue McRay Land Trust and
Consolidation Coal Company and liorfolk Southern. 1In the
Gouth unit it 1s controlled by Consolidation Coal
Coppany, Hue McRay Land Trust and Buckhorn Coal Company.
And do you have coal leases from all these parties, 1is
that correct?

You.

Does Norfolk OSouthern Railroad own a portion of one of
thope unite?

Yos. In the north unit BUN 1 they control 7.51 acres of

all poame except the Pocahontas #3 seam, which Consol
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And that would be less that one percent of the entire, 1g
that correct?

Yen,

Was & notice of hearing for both of these units mailed to
all of the partien that are listed in the exhibits to the
application?

Yoo,

M8, MCCLANAMAN: We would like to {ntroduce the notice of

MR,

HR .
MDO.
HR .

H.

HR .

hearing as exhibit €. Actually, that would be D, thie
would be €, the south unit exhibit. We have hard copies
of all thene slides. We just thought it would be easier
for purposes of discussing them to be able to use slides
inotead of taping and re-taping on the easel. BSo we
will submit all of thoso to the Doard.

CHAIRMANT For the record the reference to BUN 1 is the
porth unit, 1im that correct?

MCCLANAHAM: That's correct.

CHAIRMAN: And the DUS 1 im the south unit?

MCCLAMAHAN:T That'm right.

JONES: Duchanan north and Buchanan south.

MCCLANAHAM: These are Exhibite D and E. One for the
north unit and one for the mouth unit.

CHAIRHMAN: Con you please designate whether it's north or

pnouth.




13

14

\7T

10

ME.
MR,

HR,

MR.
HRI

an

HR ,

HIt.

HH ,

MR

HCCLANAHAN: D is the north, E is the south.

CHAIRMAN: Thank you.

MCGLOTHLIN: Mr. Chairman, as bad as I hate to do this can
I request that we handle this as the Docket #2 and 81
peparately. I am getting confused with all the dif-
teront maps and notations. Trying to keep up with what
Exhibits go with what -- what docket numbers are what.

CHAIRMAN: Do you want to take them one at a time?

HCGLOTHLIM: That i@ what I suggest.

JONES: Mr. Chairman, that is fine with us and we would ba
glad to do it howover the Board wishes. Obviously, much
of the testimony will be duplicative of each application,
but there will be specific tesntimony applicable to each
unit. We can do them one at a time and corporate the
evidence,

JAAON: What 1 suggestthis? Why don't you deal with the
firet one, go through it all and them come back and do
the third one and junt give tho specifics of that one
that difforo from the first one.

MCALOTHLIN: With all the different Exhibits coming 1in
it'n difficult to keep them otraight,

CHAIRMAN: 8o wWe are going to be dealing with BUN 1, i@
that correct?

MAAOM: If that's okay with the rest of the Board.

CHUATRMAN: Lot me moke nure we all are in agreement.
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fou're going to Buchanan north 1, referenced here as BEUN
1. ¥You'll go through entire exhibits and testimony for
that one and then for Buchanan south you will you be
going through -- did I understand you correctly to say
where the testimony might differ rather than to repeat
of all of that. But you would put in the Exhibits for

that. Does that sake sense?

HCLANAHAN: Do you want us to start all over?

HR. CHAIRMAN: 1 don't think there ig any need to start all

over. Plck up fros here.

MS. MCCLAMANAN: We'll just proceed with the north unit from

this point on, With regard to the notice of hearing
which was submitted as Exhibit D for the north unit,
Docket #127. That may help you also to keep these
straight,

(Mo. McClanahan continues.) Mr. Arringten, will you
pleane atate how the notice of hearing of mailed to the
parties that were contained in the application?

Yeo. They were mailed by certified mail return receipt
requested.

And do you have thome returned receipta?

Yeo, 1 havae.

flave you submitted the originals of those raceipts to the
gno and oil inapectors office?

Yer, we have,
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MCCLANAHAN: Does the Board wish to have copies of those
ag an exhibit also or do you just need the originals?

CHAIRMAN: We have agreed to accept the originals at the
inspectors office.

FULMER: I verify on record that we did receive them.
(Ms. HcClanahan continues.) The persons who's names
and/or addrescses are listed as unknown on the applica-
tion, how were those individuals notified?

By publication in the Bluefield Daily Telegraph, Bristol
Herald, and the Virginia Mountaineer. Those publications
weroe the Bluefield Daily telegraph was on May 21, 1991,
Virginia Mountaineer on May 23, 1991 and Bristel Herald
on June 5, 1951.

And do you hove the proofs of those publication notices?
Yeo, I do.

The proofs of publications will be Exhibite E, F, and G.
CHAIRMAN: While he is handing these out, can 1 ask you to
elarify one thing for us? The application, as I under-
stand it, is produced from the gob gas of Pocahontas 83,

a mined=out peam, pealed arean. The application deals
with notice of these other seams. They are not mined
oul nor are you proposing to produce from those other

seams, Have you been notified?

MCCLANAMANT  Randy?

CHATEMAN: Wea'll hold the queations.

11




MO. MCCLAMAHMAN: Thanks. The exhibit that we would like to

2 introduce as Exhibit H 18 the slide that you can see

3 now. Thie is the north unit showing coal, o1l and gas

4 control.

51 q. (Ms. McClanahan continues.) Just to clarify this, Mr.

6 Arrington, could you please give us the coal, oil and gas
? contrel on this particular unit as it is today?

el A, As it is today we control 67.,243 percent of the oil and
L gns. We control 100 percent of the pocahontas #) seam

10 and .420 percent of all coal.

"}l MR.MABON: What was that last percent?

Y A, (The witness continues.) .420 and that's just a feed

13 tract,

'l g. Are these the same percentages that were submitted in the
18 application for the north?

Bl A, wo,

17l g. wWhat are the differencen and why?

W[ A. We have a continuing leasing and property acquisition

" program.

ol Q And you acquired additional acreage between the date of
L the fi1ling of the application and today, is that correct?
i A Yoo.

2| wn. MCCLANAIANT Okay. We have propared new Exhibits C and D
a4 ro the application which we need to submit at thies time.

25 Which reflect these new ownership percentages. They're
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oxhibits € and D to the application, but they would be I
and J, is that where we are?
CHAIRMAN: Amended C and D.
(Mo. McClanahan continues.) Mr. Arrington, with regard
to the feed tract that is shown on the exhibit that we
have before us, you were indicating earlier the Consol
owes that particular property in fee, the Pocahontas #3,
i that correct?
Yeo.
And only a percentage of the remalining of the coal seanms
bolow the Tiller on that particular tract?
Correct.
put, with regard to the rest of the unit Consol has what
percentage of the coal leaped?
The rost of the coal leased, we have 98.61% percent of it
leaned.
and then what percentage of the oil and gas in the entire
has been acquired?
67.243 poarcent.
aAnd that percentage is not leased, but owned in fee, in
that correct?
Yeo, ma'am.
MCCLAHAMAM: T just wanted to get that straight. That'se
all of the guestions that we have for Mr. Arrington, If

the Doard has any queptiono before we go on?
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MR, CHAIRMAM: What I plan to do, I will ask the Board if they
have any questions and it would be a good time to break
for lunch before we bring to other witnesses on and get
them back here to finish so you can go straight through
then. Io that acceptable to everyone? I think now we've
unraveled where we headed with it and everything it would
be a good time to break and get lunch behind us. Any
quostions of this witness? Let me ask one loose ques-
tien. Do you have any coalbed methane specific leases?

TIE WITNESS: We do have but not in these units.

MR. CHAIRMAN: Any other questions, Let me again, for the
record make sure there ieg no one here that wishes to
address to the Board. I ae doing this for purposes to
moke sure wo have a full opportunity to cross-examine a
witneso. Is there any opposition to this? Any one there
that wants to address the Board regarding this petition?

MR. OWARTZ: We may oventually want to impress the Doard, Mr.
Chairman, but I don't plan any cropa=examinoe of the
witnegs, B0 I'm just sitting here seeing how it goes,
but T don't want to be silont and waive the right later,
g0 lt'e posgible we may.

(Thw itness stando aside.)

MAR. CHAIRMAN: Thank you. Any othorn? We'll adjourn for
lunch. We'll be back here at 12:45,

(AFTER THE LUNCHEON RECESS, THE HEARING CONTINUED AS
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M, CIHAIRMAN: Call your next witness.
MO ,MCCLANHAN: Rany Albert.

COURT REPORTER: (Bwears witness.)

RANDALL ALDERT
a witness who, after having been duly sworn, wag examined and

teatified ap followsi

DIRECT-EXAHINATION

RY MO MCCLANAHAN:

Q. Randy, would you plense state you full name for the
rocard?

A. My full name ino Randall M. Albert.

Q. Your addresn?

A 2801 Talossa Btreet, Bluefield, West Virginia.
Q. Your profepsion?

A 1 am an anginear.

Q. Employed by?

A conmolidation Coal Company.

Q And what is your posmition with Consolidation?

i Project manager of the Pocahontas Gao Partnership.

Q. What do your responoibilities include as manager?

75




12

12

15

18

10

21

a2

#h

A,

1 am responsible for the overall operaticn of the
partnership, which included the gathering, collection of
coalbed methane, the supervision design and installation
of the systems to bring that methane to markst.

what ip your educational background?

I have a Bachelor of Bcience in Mining Engineering from
virginia Polytechnical Institute.

You're licenped?

I am a registered engineer in the Commonwealth of
virginia as woll ap West Virginia.

could you give up a brief work history?

I bogan work for Consolidation Coal Company in 1980. I
gerved one year an Industrial Engineer involved in time
and motion studies of underground coal mining activities.
1 spont four years, from 1981 to 1985 ao a Ventilation
Engineer for fSouthern Appalachian Region. 1 wWas respon=
aible for the ventilation atudies of all underground coal
mine in the region. In 1905 I became the mine engineer
at the Puchanan A1 mine where I was responsmible for all
engineering duties ap woll as the degasifacation program
in place since 1984 at the Buchanan mine. I assume mYy
present position as project manager of the Pocahontas Gas
Partnership in October of 1990.

And are you a member of any profepsional apmociations?

I am n membol of the American Inpotitute of Hining

16




gngineers and the gociety of Mining Engineeres.
. MCCLAMAMAM: 1 would at this time subsit Randy as an

expert in the field of mining engineering.

. CHAIRMAN: Accopted.

(Ms. McClanahan continues,) Randy, could you please tell
up when Conpol began development of Buchanan #1 mine and
the Pocahontan #3 seam?

consol began dovelopment of the Buchanan #1 mine in the
gpring of 1980.

And when was the conptruction of this facility completed?
The conotruction of the facility was completed in 1985.
How did Conmol become involved in the development of
coalbed methane wells and gob well at the Buchanan #l
mina?

Early on Consol realized that the gas content or the
mothone content at the Pocahontas §3 seam Wab puch a
magnitude that we were going to have to have a degasific-
aation program underway to remove the methane ahead of
mining. This proceso was begun in 1964 with the drilling
of amhort, horizontal holen into the coal faces. Alpo in
1984 we began to drill and stimulate vertical wells from
the surface into the Pocahontas #) neom for the mole
purpose of romoving the methane to enhance the safety of
the mine. This practice has evolved over the papt oeven

to whore we drill coalbed methane type walls ao VREH'D

17




under the division of mines permitting regulations and we
drill these wells over the center of long wall panels on
25 to 30 acre spacings and stimulate them three to five
yoare ahead of mining to remove the methane from the coal
seam ahead of mining. At thie point I would like to give
the Poard, i{f it pleases, a brief description of the long
walling method of mining that we have used at Buchanan

#1 mine and the creation of these gob areas that brings
us here today. 1If it pleases the DBoard, it may be

better if I come up and try to show that., Though the
mining methods are the same in both the same in both the
north and south areas, I'll talk about the north areas
6ince that is what we are going through first. We began
this reserve of continuous miner units in 1983. This was
the area that our initial shafts were located in. 108%
wo had gotten up into here and began to develop these
long wall panels as you can see. All of the coal has
been removed from this area excopt for the devolopment
entriea. Thepe pillars still remain in place. As wo
developed these panels in 190% wo bagan to see the
affects of our degaoification program and then with the
advont of long wall mining we began in 1987, early 1987,
woe begen to see the full the effects of what we had done
and were very pleascd with those results and continued

thie program of advanced degamification today. The long
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walling method that we use. We take a 600 focct Casae,
center to center, which leaves us about a 580 foot wideh
of coal, about 4,000 feet long in the north. That is
mined with a =-- we'll start a longwall sheering pachine
that take about a two and a half foot cut back and forth
across tue place., The immediate roof is supported with
hydraulic shields that self-advance along with the pan
line and the sheerer as the coal is resoved. As the
shields advance protecting to area right along the face
the roof caves behind the shields creating what is
raefersed to in the mining area as the gob area. It 18
from this gob area that a tremendous amount of methane
that causes problems is then released. That 1s why we
drill the three holes in advance to degapify the p] seanm,
but there were also drilled in a manner that we were able
to convert those wells into gob holes to easy the burden
of Gob ventilation. That brings us to today. We mined
these eight panels all in the same manner. We now have
this entire gob area that we have created. Wa are going
to senl it from the mine ventilation mystem and we are
going to product coalbed methane from the sealed gob
area.

If you look at Exhibit D-1 to the application to the
north unit, Randy, that has listed all of the VBH's that

you propope to convert and this time to coalbed methane
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wells? Couid you lccate those for the Board?

of the sight wells that we proposed to convert initially
would be s well right here. There would be one per
panel, located here, here, here, here, here, here, here,
and here. 1 am going to try to answer a question I think
you are going to haveis why did we pick those? There 1s
no roal scientific reason to be sure. GSome of the well
along these panels had to be plugged, (inaudible) to
overlaye with some mining in the Jawbone. We had to
plug some of these well to facilitate their mining in
the Jawbone seam. So some of the we' 1, particularly in
the first two panels, are the only well that we still
have open., The other reason we ugse is -- you've got to
understand this as new to us, as well., We think that our
purest methane will be the area furthest away from the
ventilation system, B0 we pretend to locate them acroas
the back or in the middle of the panel, certainly not
toward to front., The other thing I think I noed to
impress upon you today is this is what we think we need
going in. ©One of the reapons we're asking the Board for
flexibility to convert as many of these wells as necess-
ary is wo renlly don't know exactly what it is going to
take, The thing what we do know is wa will have to
produce enough of this methane to kKeep the pressure off

f these mpeale because our number one priority would be




the safety of this coal mine. 1f we bagin to leak
pethane fros the gob area into the mine works then we
are going to have to produce more pethane to lower that
pressure. If the poard does not give us the flexibility
to do that we would then simply have to rely on the VVH
regulations and vent that gethane to atmosphere for the
gafety of the mines.

Q. could you explain, Randy, on an Exhibit which we would
1ike to introduce as Exhibit I, which is a cross-section
of the coal seam and how the gob area 1s produced as a
result of the longwall mining?

A, Okay. This is a cross sectlon.

THE WITNESS: Les, is that the north the south, across the
north 1 unit?

MR, ARRINGTOMN: Yes,

A. (The witnemsa continues.) What we have done is siEply --
we are showing the coal that remains in place, as you can
poe here, and we are depicting the gob area as this

rubble zone, which we are showing to be about 100 feet

high,
Q. How did you compute that 100 foot numrber?
A That is an espirical number that wam arrived on from

research that was done in northern West Virginia. 8o it
in not for thio area but we think the date in conducive

to thism atea am well as in northern West Virginia




regions, most of the same types of formaticns. That
comes from a study we had done to show that we were
Getting about 60 times the seam height breakage when we
were doing longwall mining in northern West Virginia,

Q. When you drilled the VBH's what well spacing did you use
to drill those initially?

A. The VDH's were drilled initially, the wells that were
fracted we drilled on about 2% to 30 acre spacing and we
then came back in with gob wells on about on what would
amount to 12 acre spacing. Roughly, 600 foet apart,

Q. Do you expect that you will always be able to convert the
VBII'e into gob wells at 600 foot epacing?

A. Yen,

MR. CHAIRMAN: Excuse me, I have a question from one of the
Board members. Mr. Evanp?

MR. EVANS: The data that you speak of from northern West
Virginia, have you attempted in any way, shape or fore to
verify that it is applicable here through drilling or any

other method?

THE WITNEBB: MNo, wo haven't. We have not done any studies in
Duchanan County to dotormine this nusber, but the geology
16 much the same., If anything at all in Buchanan County
the formations would be a bit stronger, a bit harder, and
the number may be some what smaller, But wa think

longwall mining, mining a 600 foot piece as wo are, that
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is going to be a pratty good nusber, but we have not done

any studies in the Buchanan area to verify that.

MR, EVANG: 8o you are talking strictly of & rubble zone7 TYou

are not talking of any bedding plane or small microfrac-
turee from subsidence? Your are talking about the actual

fall area?

THE WITHESA: The actual fall area as opposed to the bedding

plano separation.

(Ma. McClanahan continues.) With regard to the spacing
of the VOil'n that are to be converted into coalbed
methsne wells you indicated that in most cases, or 1n
all cases, in the past you have drilled them at least 600
feot apart, is that correct?

That's correct.

8o none of the ones that would be converted would be
clogar than that in thia particular unit?

That 1s correct.

However, you do anticipate that in the future you may
nead walla closer than 600 feet, 1im that correct?

That im correct.

For what purponme would you need them to be drilled
cloper than 600 feot?

For mining safety.

what do you expect to be produced from the well that

would e converted in this area? O1ll or gaa?
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Coalbed methane.

At what depth has gas production frcm the pcol been found
that underlies the BUN 17

We have found production from all seam below the Tiller
seam as we have drilled these wells.

What volume of methane do the coal seams below the Tiller
peam contain in this particular area?

We have a report that was put out by the Division of
Hines, Minerals, and Energy that showed the methane
content varied with depth, but from the Tiller seam down
to the P4 of anywhere from between 350 and 550 cubic feet
per ton. The pre seam that we mine in our own data we
got data that would show it batween 500 and 600 hundreds
cublec feat.

What do you believe to be the maximum area to be drained
by the sealed coalbed mathane gob gas efficiently and
economically by the wells that are to be converted in the
north unie?

We bellieve the entire area can be drained. 1In fact, one
thing I would like to point out to the Board, cne thing
we fteel this proposal does is it protects the co-egual
and correlative rights of all the owmers. Sisply because
this gob area 1s tied together at the three seam as well
ag fracturing above the zones left by the developmant.

it 18 very well comssunicated from cne panel to the other.




We simply. if we chose to do so, could ccase in here and
drain this entire area we believe, maybe not efficieatly
or economically, but we could drain the entire area cut
of one well. We could take a such smaller unit size with

the one well and run that entire area. We fil]l that this
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proposal goen along way in protecting the correlative

rightes of all the owners.

Q. That's a recsult of this being a sealed area, is that
correct?

A. That is correct.

Q. Will this program, as it 1o propomed in the application
for the north unit, fit into your projected mine plans
for this area?

M. Yeo. We have pealed what is just the gob area created
from the mine plane.

Q. What ip currently with the coalbed methane gas that is
being produced by the Buchanan #1 mine in this area?

A, It is currently being to the atmosphere for the mines
oafoLy,

Q. And would this north cne proposal eliminate venting and
wooting of the gan?

A. Yen, it would.

Mfi. HCCLANANAN: We would propose this as Exhibit J.

(Mo, McClanahan continues,) Mr. Albert, could you

e¥plain this croga=-mpection?

83




A. Yes. This is a cross secticn that runs fros east to weat
or if you move along the axis of the longwall panel this
lé the gobs zone ag we are depicting it with the oo
foot pipe. The mains being out to the bleeders to the
east side and mains to the west side and the mains the
east sido of the cross-section.

HR, MABON: Host of our conversations involving drainage has
in the past related to the horizontal basie that the area
or pool being drained, It occurrs to me == I don't know
that much about all of this, but when this roof fall and
this gob occurs does this croate == in each one of these

2 thingas that you show on this Exhibit I and J that the

13 height of this rubble could be up to the =-- what appears

L to be the Pocahontas #7. Would not these wells drain gas

15 from further up?

THE WITNEDO: Yes, sir.
HR. MAOOM: As a result of fractures and stuff occurring?

"l THE WITHNESS: That ie exactly right. Yoo, sir.

00 wr. MAsON: Do you all have any idea how far up? 1 Bean, on a
20 vertical basis what kind of drainage you're talking

o about?

a1 a. (Mo. McClanahan continues.) Mr. Albert, would it drain
2] anything abuve the Tiller seam?

MY o, Wa have cosed =-- wo are required under the VEN regs to

&3 “aie off any coal seam that we did not control and that
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was down througn the Jawbone, 80 we have casing actually
down to the Tiller =-- to the seam next to the Tiller in
all coses. But we do believe that we will preduce gas
induced by the fracturing fros the mining up to the
Tiller seams =-- up to the limit of our casing.

MR. EVANS: Ao o result of this fall?

THE WITHESS: As a result of the fall. MNaturally, without
belaboring the rock sechanics, but we showed this ar a
rubble zone for 100 feet and as Mr. Evans pointed out we
cortainly have fractures that extend well above that
zone. And that is what creates the permiability to
drain the gas from the upper seam.

MA. HCCLANAMAN: If 1 may just add, our application included
averything belew the Tiller seam and that's what we have
leagos on, ag we have testified to.

M, EVANG: Okya. Well, that is what I am trying to under-
atand. Actually, the casing point would not make a whole
lot of difference. The gas would migrate down and back
upT

THE WITHESG: It could, but we don't think we get fracturing
quite to that height, When I nay we are caping to the
Jawbone in the valley floor in our area that isg going to
be J00 feet or so. We're not getting up the that
height.

MP, EVANS: MWhot Le your angle of draw on the rubble zone?

B?
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WITNEGS: We have not done any of our own studies to
detersine the angle of draw. Les, could you tell me what
you have shown as the angle of draw?

EVANO: Are you using the standard 28 degrees?

MCCLANAMAN: Yeo. The standard.

EVANS: But you have not done any studies on you own to
indicate that it io more or less or whatever else?

WITHNESG: We've done noe of our own studies. We do
believe the fracturing effect that takes place does not
necessarily follow the angle of draw.

MCCLANAIIAN: But, instead, do you think it is an inward
stroos, io that correct? Ap opposed to an outward
ntress?

WITHCOSB: Yen.

MCOLOTHLIN: How do you proposa to seal your area?

WITNESS: The oealo in the minea?

MCOLOTHNLIN: Yes.

WITHESO: Thoy will be constructed of cinder block and
cemoent, They'l]l bo keyed into the floor and ribs and the
roof of the mine. They'll be a deeign approved by the
Mino Nafoty Health Administration.

HCGLOTHLING One mora guestion., Are you going to extract
the gas in mechanical means or through natural flow?

WITHEGSG: At this point we don't know, We are planning to

extract it by meann of natural flow and just compress it
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on the surface. It may have to be assisted. That will
be doterminod. We are just now in the process of getting
this first area sealed. We plan to run a series of tests
after the area is sealed to answer that very gquestion.

MR. WCGLOTHLIN: Dealing with the fracture fros subsidence
could it not, eventually == the fracture could go to the
ourface?

THE WITNESS: That 1o a poseibility. We have, to date, not
poen fractures to the surface.

MR, MCOLOTHLIN: If known in the Buchanan County area that
there io signos of subsidence on the surface, not par-
ticularly with you mining, but with -- and that could be
n ponsibility if you take this mechanically that you
could be pulling the gas from the Red Ash or the Jawbone.

THE WITHESO: It could happen. If the fracture did extend to
that point, to the Red Aash or the Jawbone and we wWere
producing it mechanically that could happen. What I am
gaying, in the seven years or the four years that I have
been longwall mining in Buchanan County we had not had
fracture extended service or into and as 1 told you
PerMAx overlays us in mining in the Jawbone above our
long walling areas and wo have not seen f[ractures come
into the Jawbone area, Thoere might.

Q. (Mp, McCcalanahan continues.) Mr. Albert, what, L[ any,

comminication wap neen from one panel to the next in your
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operation?

A. Thie would be a good point in time to do that., Ag we
mined this first longwall panel we all felt, at Consol,
that we would drain a lot of gas from this next panel.
but low and behold we had a pretty good surprise when we
mined this and moved over here. This panel had just as
much gap in it, if not more than the first panel. Bo we
see very little lateral drainage. We seo very little
drainage from above us from panel to panel. The other
thing that we noticed as we got up -- we're adjoined
right near by the Deatrice Mine of Island Creek. This
was a gob area that has been created by Iasland Creek
through continuoud miners in the mid 1960'sc. Again, wo
folt oo we mined toward this area that we would see a
marked reduction in the asount of gob gas that we
encountered and it wao not there. We see vory little
latoral drailnage from side to side and again we peon no
fractures to the surface or any fractures that offected
the PerMax mining in the Jawbone,

Hil. MCGLOTHLIN: Do you plan to frack and stimulate any scampg?

TIE WITHEBO: Mot within this unit. Mo, sir.

Hit. EVANS: T am oitting here and I'm listening and I am
pomewhat confused., Correct me if I am wrong, but you
daid you thought it would be extremely possible to drain

this entire area from a single well because of the good
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compunications both laterally and horizontally and
vertically. And if I understoocd you correctly, you Just
a second ago said that no you couldn't do that. Low and
pehold we had a big surprise because you don't have any
lateral transmission.

THE WITNESS: I may have left some confusion in your pind
when 1 oaid that. WwWhen thie was being mined the only
compunication we had was through these entries and the
vontilation syotems. MNow that this is golng to be sealed
this will be comsunicated still at these entries, many of
which are still opened. 6o that's what I am referring
now, that we can produce the entire area. When you have
rely just on the communication from panel to panal
through the fractures there was very little in the time
frame we saw running from panel to panel. And even in
tlie exanple I gave you in the Beatrice mine.

MR. MCGLOTHLIN:G 8o the only place you are going to have
copmunications im on your =-

THE WITHEGS: I believe, based on what I've seen in the past
five years that we have been doing this, 18 any com=
munication that we get from panel to panel primarily be
at the ) seam level.

M. MCCLANAMAN: We don't have any other queations of HMr.
Albort unlesns the Board ==

MR, MCGLOTHMLIM: TIf you are not going to try to stisulate the
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other seams why did you list them in your applicatien?

THE WITNESS: In our opinion, they have already been stimu-
lated from the mining of the #3 geam. As the roof
collapaed we believe we precipitated encugh fracturing
and bed separation at the upper seams to give them
poerminbility to drain the gas. We do have all of these
coal seoms leased and that 18 why we listed them in the
application. We do plan to plan to produce methane out
of those seams.

MR, EVANG: One other question, Mr. Chairman. Can a mine make
watoer?

THE WITNEDO: Yen, nir,

HR, EVANB: How much in the gob, do you know?

THE WITHESS: 1 would hepsitate to give you a figure on 1t. I
don't know the exact amount,

MR, EVANS: Do you anticipate it to be a problem in your
dovelopment of the gob area for methanoe? WwWhere do you
plan to take your gas froa? I mean, how far down are you
going to pet your =- 1 apsume you are going to perforate
caning all of the way down? 1Im that what you are talking
about doing or what?

THE WITNESBO: No, sir. Most of the holen that we are talking
about producing out of=-- or all of the holea that we are
talking about producing out of are in existence., They

e wither open holea or thoy're slotted casing type




holes. 8o the casing 18 already is in exligtence in

thege holes.

ME. EVANS: Are any of them cased to the Pocy #) or are they
only cased below the the Tiller and then it is cpend hole
all of the way down?

THE WITHMEES: Gome, and 1 would have to go well by well to

7 give you an exact figures on it, but some of the walls

8 are cased and cemented back from just below the Jawbone

0 to the surface. And gome are cased and cemented back to

0 surface from about 1,000 feet of total depth and from

" that point down to just above the g4 seam we have slotted

12 9 and 5/8 cosing in them. We drilled two different types

13 of wells in that area.

Wil up. EvANS: I guess my question 18, do you anticipate water

15 accusulation to be a problem in your production gcheme?

6|l vyg wiTHESS: Mo, sir. Not out of these wells. The mine, as

W a coal mine goes, the mine is very dry.

MR. EVANS: 1 realize that.

+HE WITHESS: The gob generates very little water and again I

don't wnow the exact figures oo 1 won't quote on that.

MR. EVANS: I realize that, but the coal seem is so deep that

post of the strata is fairly well compressed, but when

you relieve that aotregs any vertical fractures that
prophagate up to == that gets to within 400 feet of the

aurface then you mtart talking about whaere you have the
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potential for significate occursion of ground water.

WITHESS: Well, presently we have to =- while we were
mining in this area we had to keep the water pusped down
to the bleeder entries to maintain -- so that we could
travel those entrances, Again, it has not been at levels
that are axceeding ae coal mines go.

EVANS: If you are going to seal the area I assuse that it
im going to f111 up with water.

WITNEOS: At some point in time 1t probably would.

EVANA: Approximately, how much were you pumping?

WITNESS: How much wore we pumping prier to -- while we
wore mining?

EVANA: Uh=huh.

WITNEAS: Less than 100 gallons a minute.

EVANG: 1Is that on a 24 hour a day basis?

WITHNESG: MNo. That was as needed to keep the bleeders
free. To keop tho water level down and the bleeders
froeo.

EVANG: 1I'm not trying to == I'm just asking you ques=
tions.

WITHESS: Again, I don't know the exact figures or I'd
gladly give it to you. I couldn't tell you how much
water that gob area produced in a 24 hour periecd. 1
don't know. Again, it is not a excemsive amount of

wntelr.
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MR. CHAIFRMAM: Do you draw any distincticn between gob gas
and coalbed methane gas, other than one is produced
through the gob area?

THE WITNEBB: MNo, sir. We draw no distinction whatscever.

At least in our opinion gob gas is coalbed pethans.

Q. (Mo. McClanahan continues.) The operation that you use to
produce it, however, is different?

A. That is correct.

Q. The physical and chemical properties are the same?

A, That ip correct.

MR. CHAIRMAN: Other questions?

MR. HCGLOTHLIN: Could this gas be removed under the B0 acre
tract besides spacing on wells?

THE WITNEGD: Yes, sir. Well, I take that back. It could be
resoved, but again the things that I pointed out just a
few minutes ago =-- We could come in here and do a one BO
acre unit and in my opinion drain this entire area. And
If wo decided to do that B0 acre unit on A0 that wWae,
Facahontan Gas, alone control then we could end up
fonsibily not paying anyone royalty but ourselves. 1
think that what we hove proposed here is will provide the
moot equitable distribution of the royalties and it
conforms to the mine plan.

MR CHAIRHMAN: Okay. Do you draw that as your distinction for

@oing wWith thie plan versus going with the Oakwood Field
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Rules, for exasple?

THE WITHESS: Yes, sir.

MR. CHAIRMAN: That's producing from this seal unic, as you
represented this does more to protect the correality cf
rights of all the parties, because it is drawing gas froa
everywhere in that sealed unit?

THE WITHEGS: That's correct.

HR. CHAIRMAMN: And froe all seams potentially up to the Tiller
ooam?

THE WITNESO: Yes, sir. That is correct.

H3. HCCLANAHAN: If you don't have any other questions, I
would like to call Ken Kormendy.

MR. CHAIRMAN: T am just giving then time here, let se see.
Any others? Okay. Call you next witness.

(The witness stands aside.)

COURT REPORTER: (Swoars witness.)

KENNETH KORMENDY

A Witnene who, after having been duly sworn, was examined and

teatifiod as followe:

DIRECT-EXAMINATION

Y MG, MCCLANAHAN

a. Would you please state your name?




Fenneth J. FKorsendy.

Your address?

150 Tall Oake Drive, 13%500-C, Blacksburg, VA.

You are employed by?

Consolldation Coal Company.

And your pomsition with Consol?

Projectn geoclogiset,

What are your responsibilities and duties with Consol?
Dasically, project developsent for pre-mining and during
mining geclogic oight characterizations.

Your educational background?

I have a Bachelor of Bcilence from Bowling Green Btate
University in ohio. 1 obtained and teaching certificate
in general earth sciences from Cleveland State. I have a
Hantor of fclence in Geology from Kent State, Ohio. Ahd
variouas continuing education courses in mining engineer=-
ing and environmental sclence,

Do you hold any licenses in your profession?

I am certified in the Commonwealth of Virginia as a
professional Geologist and also certified by the American
Inatitute of Profennional Geologiot, CPO, Certified
Professlonal Geologiat,

Could you give us a brief work hintory?

I hove been with Coneolidation Coal for 14 years after I

left graduate nchool and, in fact, the Duchanan area wanm
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sy prime starting peoint. 1 worked in ORioO, Fennsylvanis,
virginia, West Virginia, yentucky, and Tennesses. My
prioe activities now are in the Easteln rentucky area
developing coal reserves for potential mining right now.
And are you the member of any professiocnal associations?
Yes. 1 am a member of the American Assoclation of
Groundwater Ocientist and gngineers, and also currently
asorve as President of the virginia section of the
Aserican Institute of professional Geologist.

Have you written any articles on coalbed methane gas
production or coal geology subjects?

My thesis was on the release of heavy metals fros coal
mine overburden, also co-author of sections of our
coppany's standards manual for coal mine exploration.
and I have numerous =-- 1 Quass they are proprietary
within Consol, reports dealing with Buchanan, Kentucky,
Tonnesnee, the states that I have previously mentioned.
MCCLANAMAN: 1 would gubait to the Board Ken Kormendy as a
expert in geology.

(Mo. HMeClanahan continues.) Mr. KEormendy, could you
explain the nature and character of the producing coal
peams that are listed in the BUN 1 application?

What I have done 1 have a generalized strata coluan. It
might to mee == within the application there are 17 coal

quamp above the Pocahontap 83 peam that are listed in
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descending order. There 18 the Lower Castle, Upper
feaboard, Greasy Creek, Middles Seaboard as we somotimes
call it, the dowell, Lower Geaboard, Upper Horsepen,
Middle Horsepen, C Beam, Pocy €11 or the War Creek Seanm,
the 10, Lower Horsepen, Pocy 9, 8, 7, 6, 5, 4,and then

the MPocahontag #3 ceam itoelf.

MO. HMCCLAMAMAN: We would present this strata column exhibit

auv Exhibit K.

(Mo, McClanahan continues.) Can you explain the nature
and character of these production oeasa?

Moot of the coal seams here -- or all of the coal seams
that nrn'llnt-d belong to banically three formations.
Agoin, in defending order: the Norton Formation which
takes down through the Lower Horsepen, the Lee formation,
the 9 and 8 seam and the Pocahontas formation goes from
the 7 down past the 3 seam to the Missiseippl and beds
below, Most of these coal seam above the Pocy #] seanm
and very thin. In our coal mining oscenario none of
theoe would be economical as producing coal mines. Moot
of thom are lesn than two feet. The only ones that go
above that are the Pocy 11 averages 2.25 feeot and the
Pocahontan 84 moam averages 2.6 feet thick, while the #)
naam come up with the average of 5.33 feet. The forma=
tion, banically, composod of sandntones, mhale, nmandy

oshale, under claye, and the conl seams themselves. The
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pandstones are cosposed of, besically, what I would call
A grey wacky or dirty sand. It 1g not very cleam. It's
not a lot of quartz content, but is a very tight sand
because of all the other mineral constitutes in there.
fandy shales are light grey to grey, scosetines contain
plant fossile. Again, it im very non-porous sediment.
And the under clays and shales, again, the underclay
usually appear below the coal seass and they can be a
very hard clay or scometime a plastic clay. The shales,
again == basically the underclays are non-bedded ghale.
The shales has little bedding, mostly cosposed .. clay
materiale.

Could you describe the permiability and porosity of the
coal seams that are listed below the Tiller?

What 1 have done I have drilled probably 250 holes in
thin area and we really just kind of aqualitative, not
running particularly porosity test == permiability. The
formations in thie area seam to be very tight, the way
they are composed, indurated, the hard coempaction of this
area. Aganin, with the clays -- the shales themselves
there in no perseability based on just the size comp-
arison of the clay materials in there. The sandstones,
again, because they are poorly sorted and contain a lot
of other materiales beoides quartz. They are cemented mo

they are usually pretty tight. We see very little
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evidence of fracturing., In fact, these drill holes here
are == the hole stays open a long time. When you go back
to elog the drill hole a lot of times you have problesas
with the rocks falling in in Buchanan County. We have
not experienced that., Holes keep their integrity for

fquit awhile.

MB. MCCLAMAHAN: We have prepared a structure map for the

Board which would show you the Pocahontas ) and the Lower
Castle neams, one of those being one of the more shallow
and the P) obviously being a deeper hole to give you an
idea of the similarities between the coal seams in this
particular area. We would submit this structure map as
Exhibit L.

(Ho. McClananhan continues.) Mr, Kormendy, would you
please explain that to the Board?

What we have done here for the use of all our drill hole
map wa put it in the computer and requested a bottom of
coal evaluation for this area, 1It's hard to see. The
Lowoer Castle seam, which 1o the one that would be the
post prominent coal seam below the Tiller is a teal
color. The bottom of coal for the ) seam im in black.
What we have a structure contour based on a 20 foot
contour elevations and we do this bared on mean sea
level. 8o what you mee here 1s the seam as it goes from

ze10 to gen level up., This in not a depth. The ) soam
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averages from about 60 feet mean ses level to down here
to over 400. You are talking about 1,180 on the Lower
Castle oseam to much higher 1,200 == 1,300 feet here,
The interval between the two seéams 1s practically 1,000
feet. Dut as you can see the trend of these contour
lines are the same. Oo really the structural context for
this area is basgically the same for all of the geams. We
have all of the seams listed that fall into this same
pattern. And what we have here is this area sits on the
northern plain of the Dry Fork anticline. The crast of
the anticline is far to the south here. The seans
thompolves in the rock unite they trend northeast/
aouthwest and the dip of the coal seass is to the
northwest. And it io about 1.2 up here and it goes up to
about 1.0 down there. That ic a pretty consistent
throughout the whole seoction.
Ia It your opinion that, at lesst, one of the coal seams
underlying the north unit im capable of producing coalbed
mothoane gas as it'sm been proposed in the north one
application?
vens,
MCCLANANAN: That's all our gquestions for Mr. Kormendy on
the north unit unless the Board has any questions.
MAOON: T guess my major concern is that all this purposes

and relates to leaser below the Tiller and what 1 wonder
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about is how do we know that the gas won't be drained
from leasen that are not involved in this project and to
which you have no rights? And how would those pecple be
compensated? How would you even know if you were
draining gas out of their interest? I will let you

answer if you would.

MR. ALBERT: The deposition of the coals -~ naturally, the

HR .

Ha.

doeper you get the more gas is there. BSo when we start
talking about the Jawbones and the Kennedy's and those
type of neams there is going to be very little methane
contalned in those coala. There is certainly not going
Lo be == I can't gay there's zero, but based on what's in
the ) aeam -- coppared to the ) seam it would be nearly
negligible amounts of methane in those coals.

MABON I understond that, but the people that own those
@ight not == no matter how negligible it is, might feel
like that they should be compensated for that, One of
our chargen is that we protect those correlative rights.
How can wa do that in this instance?

HECLANANAN: T think the testimony today has indicated,
though, that it's there opinion that we wouldn't be
draining any methane above the Tiller seanm. In addition,
with regard to the protection of those coal seam owners,
all of the coal veam owners in this area have been

notified, In that correct?
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Mit. ALDERT: Yes.

MO, MCCLAMAMAN: They have all been notified to attend this
hearing and object if there was any objection to the
proposal that's been placed on the ===

MR. MASON: 1 understand that, but I mean == I'®m just inter-
ested in == how do we know that their minerals are not
being extracted by this operation and if so how would
you know or if not? It seems to me that everything in
this whole thing 18 related to below the Tiller, yet I
con't find anything that tell me that that's in a
natural demarcation.

MR. ALDERT: Again, all seam below the Tiller, at least on
our property everything =-- the Jawbone outcrops on the
property that we have showed you today. The Tiller

outcrops on that property. It has been our experience

and I think it would be the experience of most experts in

this field the coal seams that outcrop above drainage

contain very, very little methane in them. I don't

think, to my knowledge, no one io producing =-- in

buchanan County no one 18 producing coalbed methane from

anything from the Tiller or above, to my knowledge.
HO. MCCLANANAN: The drainage line is actually the natural

barrier which moker the difference, is that correct?
MR. ALDERT: That is correct.

Mil, CHAIHMAN: Do you have a quertion, HMr. Evana?
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M. EVANB: Just as a clarification. Generally, that is truas.

The above drainage seams don't have a probles with
methane from a safety standgoint. Therefcre, you are
going to have a problem, correlative rights wigse becauass

there ig not a resource there to protect.

MR, CHAIPMAN: Do you have a question, Mr. Mason?
MR. MABON: No. 1T would just like for the Board to feel

comfortable with the fact that those people's intersst

have boen heard and protected.

MB. MCCLANAHAN: In addition, for purposes of allocating

royalties the allocation of royalties -- when we filed
the firnt pooling application for both of these units
algo which you also may or may not be aware of as it was
filed yesterday =-- we have to have the unit established
and then we will forced pool at a later date. But our
plan ls to pay everyone in this unit based on & surface
acreangé ownership ocituation, as opposed to a seam
ownership so that everycne would be paid equally. Again,
that is a question that should be considered at the
forced pooling hearing as opposed to a question that you
would need to consider for the establishment of the
drilling unit.
(The witness stands aside. )

CHATRMAN: Do you have any other witnesses?

MCCLANAHAN: HNo.
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CHATRMAN: Mr. Owartz, you indicated that you may want to
addrese the Doard regarding this proposal.

OWARTZ: (Inaudible.)

CHAIRMAN: Are there any other parties present that wish
to addrees the Board regarding this proposal? We'll take
a five minute break.

(AFTER A DRIBF RECESS, THE HEARING CONTINUED AS FOLLOWS: )

CHAIRMAN: Mr. Owartz, would you like to address the
Hoard?

BWARTZ: If I could just take a moment =- I'm probably
going to use the blackboard. I really have three
commento I would like to make. First of all, we have
given a lot of thought to this kind of development at
Oxy and it'p exciting. I think the concept that they've
Ccomeé up with it's a good concept. I think that when you
have spont the amount of Roney and time and effort that
You see here developing these mine works you have
copentially performed a super craft job. You've nlready
upent the poney. And it enables you to produce gas and
to not take advantage of this renource, having spent the
money to get in a configuration whare You easily produce
Lt would boe a crime. 1 think, in genaral, You can under=
itand that we are excited about this, we think it 1ig a
good iden and we aroe behind thig proposal. 1 think also

another difference that we have not dealt with before
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that makea thio a little simpler to some extent, at least
in tarma of the confinesof the unit, is the unit is
defined, I think, as the testimonies indicated where the
aealo are in place, at least, in terms of the lateral
displacement of the unit. And it is fairly easy to find
these units. If you will recall from the Oakwood Rules
it was more difficult to predict what would drain what
and so forth. Dut I think that is a question that seems
to be angwered here. You should also recall that the
Oakwood Nules ppecifically exclude gob gas and we have no
rules in place and we are mort of starting from scratch
here. In additien to paying that we are pleased and
happy and excited, the second point I would like to make
io I would like to pee the DBoard in whatever kind of an
order it 1s in in this regard is to keop this really
aimple, And I think you have a opportunity to keep it
nimply. 1 think that the way you all ought to think
about this is that today you are being asked to create a
drilling unit and it happens to be a really big unit.
It'm 900 acres, I think, pluo one of them, but it io a
drilling unit. And if they came to you and said, “We
want to put one well in the middle of thim drilling unit®
all you would have in your mind is, “"Well, we have got a
drilling unit and we are going to have one well.* Dut

they are coming and maying, "We already have exinting
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VEH's and we are going to use eight of them.” And,
really, the way I would suggest to you that you lock at
this is that all they are doing is coming to you and
saying, "Let us create this one super unit, this big unit
and under section 45.1 316120 Sub C, let us have multiple
waells in the drilling unit.® BSection C says, "In estab-
lishing == " and 1 aa cutting some words out, but it
soyos, "In wetablishing or modifying a drilling unitfor
coalbed methane wells well spacing shall correspond with
mine operations® =- and I think Randy has indicated how
it corresponds with the panel locations =-- “including the
drilling of multiple coalbed methane gas wells on each
drilling unit.® The statute seems to specific =-- I mean
it says that you can have multiple coalbed methane gas
wells on one drilling unit, whereas the rest of the
statutes inpofar as they deal with wells don't allow
that. And so, basically, all of the order, to keep it
simple, ought to say is, "We're creating a super drilling
unit of pome configuration based on your map and you have
the ability to have multiple wells on this drilling
unit.* T think in concept when you create a drilling
unit and you allow multiple wells you don't have to deal
with otatewide spacing. I don't understand how statewide
apacings of coalbed pethane could effect multiple wells

in tho unit. Once you create a unit you are dealing with
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the wells that you are going to permit to be contained
within that unit and you don't have to pay any attentlion
at all to statewide spacing. And in addition, I think if
you start toying with concepts of spacing wells within
one drilling unit you are going to create all kinds of
problems and unanswored quenstions., MNormally, you space
wells to protect correlative rights. And the testimony
that you have heard is that one well could probably,
eventually produce all of the gas from this unit because
of the drainnge, that there is some communication at the
head gates and tailgates of these panels. If you set up
noma kind of field rules =-- what are you creating?
Little unites in here to protect correlative righta? 1
mean you don't need to do that to protect correlative
rights because eoveryone is going to share =-- at least,
thoy are tipping their hand == I think they will be back
with an application that shares on a surface acreage. Bo
there is no reason to ipplement any field rules or any
kind of spacing within the unit because you know what
thoe boundary of the unit is. 8o Keep it as simple as
you can, if you do indeed approve the petition to create
thiio super unit that they've asked you to do. Give them
the ability to drill pultiple wells within the unit to
perve their dual purposen. One of which is to produce

gas wfficiently and the other is to protoct mins safety.
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Those would be the comments that I wouid have.

CHAIRMAN: Thank you, Mr. Swartz. Me. McClanahan, for
clarification just for our benefit and for the record, is
it the intent that the taking this sealed gob unit that
you have purposed in total area and extending that total
area up to the Tiller units and maintaining that total
aren as gob area?

MCCLANAMAN: For what purpose?

CHAIRMAN: TFor the purpose of creating the unit.

HCCLANAIAN: For the purpose of creating the unit we
would define it as "All seams including Pocahontas #3 and
evorything up to the Tiller."

CHATIRMAN: And it would maintain this total area?

HCCLANAMAN: Right.

JONEB: If we understand you correctly that's righe.

CHAINMAN: Well, 1f you didn't ptop at Tiller and you had
a football field as an exasple that, that entire area of
the football field would extend all the way to the
surface, and we are just using the Tiller as where you
are stopping this, io that correct?

JONES! That's correct.

CHAIRMAN: And you are calling everything below the Tiller
for that total area am gob, the gob area? I am asking
le that corroct and is that what we are being asked to

include am the unit?
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MCCLAMAMAN: That's correct. This is the production of
gob from sverything == it's actually from the Pocahontas
#2 above to the Tiller.

CHAIRMAN: Okay. Other questions? Any other parties wish
to address the Board in this matter? The record will
show that there were none.

MCOLOTHLIN: MHs. McClanahan, on your purposed BEUN 1 how
puch of that is underlying the Oakwood coalbed methane
pool, now?

MCCLANAIIAN: I believe all of BUN 1 is in the Oakwood
Field, Of course, there is -- you understand that in thr
Oakwood order there is an exception for the production of
gob gas. 5o that is not actually included within the
oakwood Field, as Mr. Swartz has indicated also.

MCGLOTHLIN: And as defined by Mr. Chairman here?

MCCLANAHAN: Right.

MASONM: As 1 understand it == I am just trying to visual-
izo what you are talking about. As I understand it you
are talking about, basically, a geometrical figure, if
you will, that starts at the bottom of the Pocahontas 83,
goes around the diameters of this unit and goer up to the
bottom of the Tiller, is that correct?

MCCLANAMAN: Right, It ip actually the Pocahontas 2. The
Pocahontan #2 geam is just below the 1.

MCGLOTHLIN: From the top of the Pocahontas #2 up to the
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Tiller in whatever feature that is and it would include
everything in between, that is all defined as gob?

MCCLANMAHAM: Right. Let me make sure that I -- you can
produce coalbed methane gas from that same area, but this
is the production of gob gas from that particular area
bocauge all of the coal has already been mined from this
area.

MABON: Except Pocahcntas #17

MCCLAMAMAN: Right. All of the minable seass of coal have
been mined from the area.

MABON: The reason that it becomes important to me and 1
think to meveral others is that the exception from the
Oakwood Rule applies to the gob.

MCCLAHANAN: Right.

MABOM: And by defining it in this fashion you exempt all

the othor seamec as well as the Pocy #) from the Oakwood
Rulen.

MCCLANAIIAN: Right.

MAGON: I think we are trying to go the same place.

MCCLANANAN: Right. That's right.

MCGLOTHLIN: All I want to know is what were the cor-
reaponding numberns from the official Oakwood map to
thina?

MCCLANAHAN: You mean the coordinanta?

HMCOGLOTHLING Ho, the unit numbers.
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MR. ARRINGTON: I cen loock on the map and get it.

MR. EVANG: Mep. McClanahan, this percludes any coalbed methane
within =- any "conventional® coalbed methane well within
thise unit, is that correct?

M. MCCLANAHAN: That's correct., The reason for that is that
you can't produce coalbed methane gas from this area now
that the Pocahontas #3 -- it's our opinion == I believe
thin 18 correct and here I am testifying, but that you
can't produce coalbed methane once the longwall opera-
tion has come through. That is a pre-mining gas produc-
tion. Thip a post-mining gas producticn.

HR. EVANG: 1In other words the gob effects preclude conven-
tional coalbed methane as we've looked at it so far.

MR, ALDERT: Ans the Board understands, to date, conventional
coalbed methane production that is correct,

HE. MCCLANAHAN: One doesn't neceasarily preclude the other.
It's just that one comenm befora the other.

Hi. EVANG: 1In this case, once we define all of this as gob
there is not such thing as == even though when you say
there are no other minable coal seams =-- minable coal
neams depend on economice and nothing else. Bo what's
not minable today may be minable ten years from now. 8o
that's == I don't want to see you put recoverable and

minable in thereo, because that's really a function of

evconomics, Mr, Chairman, I would like to make a request. |
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1 would like to reéequest that wa intec oxecutive

gegeion, I have one questicn of a legal nature that I
need an answer on before I have an idea of what I'm going
to do on thias.

MAR. ARRINGTON: Excuse me. The answer to Kevin's questicn ig
on Exhibit A. It's on Exhibit A over in the lefr hand
corner. I have the eastern one half of the field shown,
the Oakwood Field shown with our units shown. And it
includes 20-U through 25-U and U through DD in those
axanplon.

MR, CHAIEMAN: Before I get back to the request to go into
executivie session I'd again the audience, ia there
anyone here that wishes to address the Board regarding
this proposal? Lot the record show there is no one

present wishing to address the Board. ! have a request

to go into executive session. It would be under 2.1-344

7, under there for consultation for legal counsel. Do I

have a second?

M. HAOOMH: fiecond.,

MR, CHAIRMAN: All in favor mignify by saying yes. (All

Affirn.) Opposed say no, (None.) We are now in

Expcutive fRopoion.

(THEREUPON, THE DOARD MEMBERS AND THEIR CHATIRMAN RETIRED
LNTO EXECUTIVE OEGSION AT 2:15 P. M. AND AT 2:30 P. M.

AETURNED TO QPEN HEARING. )
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CHAIRHAM: Would socmecne like to makes 4 mottion to ccaa ocat

of executive session?

HCGLOTHLIN: I pove that we come out of executive sespien.

MABDON: 1 second.

CHAIRMAM: T have a sotion and a second. All in favor

HR.

ol . ALL AFFIRM. ged, say no.

MR .

HH .
MR .
M.
MH .
Mi.
HR,

HR .,

MR,

{Mone. )

CHAIRMAN: 1I'll ask each member to identify by name and
that all we did wao discuss with our attorney legal
matters regarding this case,

MCGLOTHMLIN: Kevin McGlothlin, yes.

HAOBON: Phil Mason, yes.

ZANDER: Juanita Zander, yen.

CHATEHAN: Benny Waepler, yes.

EVANB: Keon Evans, Yyeos.

KELLY: Bill Kelly, yes.

CHAINMAN: Thank you. BDefore we move to a decision on
this 1'll apk one more time, are there any parties that
winh to address the Board regarding this matter? Yesn,
Mr. Edwarde, come forward and state you nanme.

CDWARDS Mr. Chairman, my name is Michael L. Edwards, I
am Prepident of Edwards & Harding Petroleum CoBpany. We
are not oppoged to this opplication. However, we would
nok that the Board carefully consider any future applica-

tions of thie type, eopecially in situations where all of
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the coals belng asked to be included in a gob gas ualt
are not controlled by the applicant as ig the case in
this situation. Thank you.

MA. CHAIRMAN: Any other parties? If not what 1s your
pleasure Board?

lesgse. Bearin

MR. MABON: 1I'd like to make a motion

mind that the Board notes that the gob areas outside of

the Oakwood Rules == the Board would like to state that

the gob in defined in this instance from our view as

oxtending from the top of the Pocahontas #2 seam to the

Tiller neam and on that basis 1 would move that we grant

the petition to create the BUN 1 unit as “sfined in the
application, that we approve within that unit production

from mulriply coalbed methane gob wells on the condition

that no well be produced closer that 300 feat to the

outside boundaries of the BUM 1 unict.

HR. EVANS: Sacond.

HR., CHAIRMAN: I have a moticen and a second. Further discus=

pion? TIf not, all in favor signify by saying yes. (ALL

AFFIRM.) Opposed say no. (None.) Unanimously approved,

thank Yyou,
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(ITEM 1)

MR, CHATRMAN: The next item on the agenda is the petition

for the establishment of production unit at Buchanan

Bouth 81 or DUS 1. It is Docket AVGOB-0618=128. As the

record will already reflect we've asked that you now
concentrate on any differences primarily that may exlst
for this versus the other gob area.

MO. HCCLANAMANM: I would just request that my opening state-
mont be applicable to the BUS 1 unit also, since I have
discussed both of them with out thinking that we were
going to both together. 1 would like to call Leos
Arrington,

Mil, CHAIRMAM: Lot us remind you that you are still under

oath.

LESLEY ARRINGTON

a Wwitnens who, after having been previously sworn, was

oxamined and teptified as follows!

DIRECT=-RXAMINATION
Y H3. MCCLANAMANG
Q. Mr. Arrvington, first of all let me address the Board,
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believe with regard to the -- correct me¢ if I a= wrong
Led, we've already submitted the notices of hearing on
the south unit as exhibits previously, Isn't that
correct?

A. Yes, ma'anm.

M8, HCCLANAHAN: Had we pubmitted the new Exhibits € and D,
these are replacements, amended Exhibits C and D to the
application for the smouth unit.

Q. (Mo, McClanahan continues.) Mr. Arringten, could you

please otate the percentage of ownership of the coal, oil

and gas estates on the BUS 1 for Pocahontas Gas Partner-
ohip?

Yeo. 1It's a 90.004 percent.

Which estate 1s that?

Of the oil and gas.

QO > O >

And the coal estate? How much of that is controlled by
Pocahontas Gas Partnership in the south unit?

100 porcont.

That's of all coal below the Tiller?

Yoe, ma‘am.

O > 4O >

Are thome the same percentages that are lioted on the
nouth one unit application as it wags submitted?

A No.

Q. And what is the reason for the differencen?

AL Hew leases and acquisitionas,
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From the date of the filing of the application to today,
is that correct?
Yos.
The amended Exhibits € and D that were submitted with
the applications did those indicate the differences in
lease hold ownership for Pocahontas Gas Partnership?
Yan.
And we aleo have submitted the return receipts for the
notices on all of thoge.
HCCLAMNAIIAN: 1Ip that correct. Mr. Fulmer?
FULMER: Yen.
(Ma. McClanahan continues.) In the notices of publica-
tion were any of those made for the south unit?
Yos. To the Bluefield Daily Telegraph, to the Bristol
Herald, and Virginia Mountaineer.
Do you have the dates of thosme publications?
Yom., Virginia Mountaineer was May 23, '91. Bluefield
Daily Telegraph on May 21, '91. And the Bristol Herald
on June S5th,' 91
HMCCLANANAN: Wo would like to submit those as Exhibits A,
B, and C.
FULMER: Mr. Chairman, they will be E, F, and G.
HCCLANANANT What are A, B, C and D?
FULMER: C and D you gave.

HCCLANAHAN: Remember you told me the last time that you
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wanted those to be called arended € and D to the applica=-
tion?

FULMER: Yeah, I know, but you did an exhibit on it in
connection to D and E. That's C and D. We've got A, the
map.

EVANG: A real quick estimation on Exhibite on C and D.
Exhibit C, either the amended or the otherwise, coal
ownership or gob gao ownership, correct?

HCCLANAHAN: Exhibit C and D those are ==

+ ARRINGTON: Those are oil and gas ownership.

FULMER: And D io adverse ==

MCCLANAHAN: C is a ligt of evaryone who has a oil and gas
or coal ownership interest in the unit. Exhibit D 18
nll of thooe which Pocahontas Gas Fartnership has no
interest in. And thome are exhibites to the application,
not exhibits for the purposes of the hearing. That's the
distinction I was making. We have amended Exhibits B-1
also which show the differnce in oil, gas and coal
oWwnership as they now are.

HABON: ©B=1 is the amended one?

MCCLANANAN: Right, That's a map of the same interests
that are on € and D,

MABON: Is& this to the hearing exhibit or application?
MCCLANANAN: That's the application. Amended Exhibit B-1

to the application,
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CHAIRMAN: And you've updated that to correspond with
amended C and D is what you're saying.

MCCLAMAMAN: Unless anyone has any questions for Mr.
Arrington on our leasehold position on thie unit I don't
have any further questions for his.

CHAIRMAN: Any questicns from members of the Board?

(The witnes stands aside.)

CHAIRMAN: Call your next witness.

MCCLAMAMAN: Pandy Albert.

RANDALL ALDBERT

n witness who, after having been previously sworn, was

examined and testified ao followa:

DIRECT EXAMIHATION

nY MO0, MCCLANAMAN:

Q

.

MA.

would any of your testimony that you gave previously for
the BUN1 unit be different for the BUS 1 unit, Mr,
Albert?

Ho, It would not,
MCCLANAMAMN: T don't have any further question unless the
Doard has any quostione for Mr. Albert. We would request

that the record for the BUM 1 be appropriated ag the
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HR. MABON: HMr. Chairman, I just want to ack one other
qQueotion about the seams above the Tiller. Are theres
expooed socams on this tract as well?

HO. MCCLANAMAN: Yeo.

MR. MABON: Do the seams above the Tiller outcrop on this unit
an wall?

MR. ALDERT: VYes, mir. That is correct. One thing I would
like to add there, if I may, oince you brought that back
up, when I gave you the cxample of the Jawbone mining
done by PerMac over top of us == I think another impor-
tant thing to keep in your mind about that is to date =--
at leapt, through today we have no history that they
have over had any gas come into any of those mines caused
by our gob area. 0o, naturally, a gas would have a
tondoency to migrate upward firat through fractures. oo
that would lead, at least, me to beliove that the
fractures aren't there and we would not anticipate any

movement downwards from those ooams aop woll.

MK, CHAIRMAN: Thank you, Any other queations for Mr. Albert?

HO. MCCLANAMAN: HNo further fJueotionn.
(THo witness ntands aside,)
Mil. CHATRMAN: You have anked that the Doard incorporate the
previous teatimony of Mr. Albert for the record? Any

problem with that sembara of the Board? oOkay. It will
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be accepted.

MCCLANAMAN: FKen Kormendy.

KENNETH EORMENDY

a witneos who, after having been previoulsy sworn, was

oxamined and teectified as followas:

DIRECT=-EXAMINATION

nY M0. HMCCLANAHAN !

Q.

HO.

MIt.

MH .

Hr. Kormendy, would any of your testimony be different
for the BUS 1 unit than that you have already given for
the BUN 1 unit?

NHo, it would be the same.

MCCLANAMAN: Then we will also ask that Mr. Kormendy's
teotimony for the BUN 1 be admitted into the record for
the DUB 1 unit.

CHATHRMAN: Do you have any problem with that, Members of
the Doard? It wWill be accepted as part of the record.
Any quepstions, Membere of the Board?

(THe witness ntands aside.)

CHATHHMAN: Are there any portiesm present here today that
wish to nddrepss the Doard regarding BUS 17 This is
Docket pVGOD=0618=-120. The record will smhow that there

lo no one coming forward. If there are no other ques-
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tione, what's your pleasure, Board?
MR, HABON: Would you like me to do it over again or would you
like to do it the pame way? 11 would make a motion.

Rearing in mind, again, that the Board notes that the gob

area is outside of the Oakwood Field Rules and further

the Doard'e conclusion that the quh is defined in this

inatance of the BUS #1 as set forth in the petition that

the gob in that area is defined from the top of the

Pocahontas a2 meam to the Tiller seam. I would move

that woe would grant the petition to create the BUS 1

unit, that we approve the producticn for pultiple coalbed

methane gob wells within that unit provided that no waell

be produced closer than 300 feet to the outside perimeter

of omuch unit and that the perimeters be dofined as get

forth in the application.

HMR. EVANG: T macond.

MR, CHAIRMAM: T have A motion and a second. Further dipcus=

aion? All in favor of the motion nignl!z by saying yes.

(ALL ATFIRM.) Opposod, say no, (MNone.]} The motion

carries unanimousnly.

MR, CHAIRMAN: Thot concludes the items on todays hearing. I
would just tell the Doard a couple of things for your
information. We have published notice of our decision to
extond the Emergency Gas and 01l Regulationas. They'll be

oxtended through == relssued regulations will remain in
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effeact until June 30, 1992 or the date the permanent
regulations become effective, whichever occurs first. 1In
addition, the rules and regulations governing conserva-
tion of gas and oil resources and well spacing also
ropain in effect until the permanent Gas and Oil Regula-
tione become effoctive. This extension of the emergency
regulation was necessary to give our department adequate
timo to address the comments that wo received on the
purposed permanant regulation following the hearing held
oarlier thios year.

MABON; Along these regards, it is my understanding that
wo were to heor from the Treasury Department or from
pomeone in regard to the escrow proposal.

CHATINMAN: That's going to be on the next month's agenda,
the July agenda, that will come to the Board with a
proponed RFP for your approval.

MCCLANAHAN: Mr. Chairman, we have one spall administra-
tive matter that we need a ruling from the Board on in
connection with our permit conversiona. The otatute
45.1=36129 requires for the poermit application that we
gubmit a unit map if any approved by the Board.

CHAIRMAN: For purposos of todays hearinge on DUS 1 and
DUN 17

MCCLANANMAN: Yen. 0o can you pleans tell us what unit

map wo need to submit? Which unit map is approved by
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the Board to be submitted? And could we reguest -- these
are on one inch ==

ARRINGTON: One inch equals 1,300 feet. That coa, that
map. And generally the unit map 1§ inched to 400.

HMCCLANAHAN: Could you please spprove that as the unit map
that we can send with the notifications of the permits?

MABON: Excuse me. 1 was just going to ask -- Tcm, what
effoct does that have on your =-- what do you need before
you decided what you are going to get?

FULMER: I can't do anything yet anyhow.

MABON: 1 understand that, but is that acceptable?

FULMER: The unit map itself doesn't require -- there's
not anything in the statute requiring what scale it

ohould be.

+ MCCLANAHAN: The regulation under the conventional

requires one inch to 400. That's what we're concerned
about because the one inch to 400 pap would huge,
obviounly.
CHAIFMAN: T understand.

MABON: Thet'm the plat?

. MCCLANAMAN: PRight.

MASON: Dut a unit map is not a plat.
HCCLANAMAN: Right. But we are concerned about which map
ia going to be proper. 8o if you could Just tell us.

CHAIRMAN: Wo approved this Amended Exhibit B-1 with one
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well and wo had a similar cone for the Buchanan north, as
unit mape. And working that out acceptable to the
inspectors office this 1s what the Board did approve.

Hi. HCCLANAHAN: All right. Thank you.

MR, CMAIRMAN: I have one other item just for the Boards
information. Wo had a request and as a result we are
holding a public hearing == not a hearing. I'ms BOITry, a
public meeting concerning gas well development. low,
thin 10 all gas well development., 1It's not just coalbed
methano goo well development =-- in Buchanan County to
provide information and give citizens the opportunity to
ask questions about natural gas and coalbed methane well
development activities in Buchanan County. That will be
hold at the Keone Mountain Fiold office located off of
U.B. Route 460 noar Oakwood, Virginia. And the meeting
would be held at 10:00 on Monday, June 24th, beginning at
10100. Any other items, Members of the Board?

M. MCOLOTHLIN: Do weé need to be there or is Just come if you
Want?

Mit. CHAIRMAN: No. It'm just for your information, 1It's up

Lo you. If not, this hearing im clomed. Thank you.

(End of proceedings for
June 18, 1991.)
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CEETIFICATE

COMMONWEALTH OF VIRGINIA
COUNTY OF WASHINGTON

I, Cleadys D. Oriffin, Notary Public in and for the
Commmonwealth of Virginia, at Large, do hereby certify that
the foregoing 1is a true tranacript of the proceedings had in
the matter held before the Virginia Gas and 0il Board on the
i1dth day of June, 1991; that all of said proceedings ware
electronically recorded by Tamara L. White, MNotary Public in
nnd for the Compmonwealth of Virginia, at Large; that gaid
Lranscript has been reduced to writing by me and that said
tranecript ls a true and correct transcript of the aforesaid
to the bept of my ability.

I furthor certify that I am not a relative, counsel or
attorney for either party, or otherwise interested in the

outcome of this action.

GIVEN under my hand thim 12th day of July, 1991.

HOTARY PUDLIC ' L

My commip@lion expivres MArch 19, 1993, [




