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~ February 15, 1994 
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:! This matter came on to be beard on this the 15th day of 

3 1994 befor e the Virquua Gas and Oll Board in the 

4 onference center at the 4-H center, Abingdon, Vir9i.ni.a 

5 ursuant t o section 45. 1-361 . 19.B and 45.1-361 . 22.B of the 
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CHAIRMAN: Good morning. HY name is Benny Wupler . 1 'Ill 

Deputy D1rector for Regulamry se.rvices with the Depart

ment of Hines , H1Derals and Enerqy and Cbairlllan of the 

Gas and Oll Board. 1' d 11Jte to welcoae all of you here 

today . I'd ask our Board members to lntroduce thuselves 

s tarting with Ks . Presley . 

( HEHBERS INTRODUCED . ) 

CHAIRHAll : one th1D9 j us t t:o report to the other Board 

meabars tb4t haven't heard and for others information I'a 

saddened to report that a Board member, Bill Mason's wife 

was ki lled 1n a car accident last month and then to make 

matters wor se he was taking a friend back to the airport 

after that and fell in the parking lot on all the ice and 

broke a hip . so he's not here today and hopes to be back 

next month . But he's in a wheel chair now and certainly 

for those of you and many of us do ltnow Bill and we 

cert ainly encourage you t o send b~ some encouraoinq 

words. I ' m sure he could use that . 
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ITEM I 

CHA.IRHAN : The fi rst item on today's aoenda 1s the Gas and 

o i l Boar d will rece i ve a semi-annual report of the escrow 

accounts estab~ished by Board order from Tazewe~ 

Hat1onal Bank , escrow agent for the V1rg1Dia Gas and 011 

Board. we • d asJt that the bank come forward at this ti.ae . 

KING: Good morni nq . I • m Bill King with Tazewell National 

Bank . I have a couple of handout s here . that I '-d -like t o 

pas s over for eve rybody. (Pause.) First just let me 

rem1nd the Board what we ' r e doing on the accountinq 

stat ements , the VGOB s taff i s receiv1nq a s emi -annual 

report that b reaks down all of t he accounts which are by 

well or unit and al l the lnteres ts and expense are 

allocated . so t hat 's beinq r ecei ved semi-annually. 

:1onthl y they • re recelvinq an overall s tatement showinq 

all the transactions , depos i t s r eceived and the interest 

and the current bal ance . What I've q1ven you today is an 

extens1on of the last report which shows a SUIUiary of bow 

the escrow account 1s doinq. I think the last -- even 

thought it was sem1- annually , the las t report I think was 

actually in October and i t s howed ehe September fiqures 

through a year end , December 31st, 1993 . You•ro l ookinq 

at the report that says account s ummary for various 

penods. The t otal r oyalty r eceipts are S437 , 263. The 
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total income has been S7, 772. Total fees S7, 558 and the 

ba~ance is 5437,477. The o~y two thin9s I'd like to 

point out especi ally on this i s the royalty receipts , as 

you notic e, each quarter since the first quarter of 1993 

have gone down . z don ' t know what that means. It's just 

that the account during the last quarter of 1993 actually 

di.dn • t 9row by ve ry much . The other th1n9 1s the concern 

about the f ees out stripping inc ome. As we mentioned 

last time , the fees totall y were qreater- than the income 

and that was i n the process of reversing and it bas done 

that just bare~y at thi.s point. But on the qua.rter~y 

b as is t h e i nc ome was substant.ially more than the fee.s. 

Haybe at this point I ' d a l so l .ike to point out that 

duri ng t he l ast meeting we talked about having the 

pr oduction companies b old small checks and that S25 would 

be a minimum and that we are wi lling -- the transacti on 

fee is SlO per unit per month. If we receive a check 

that's for sever al months we•~ charge S10 for that 

t r ansactl on as opposed to S20, S30 , S40, whatever. And 

t hat really I don ' t think we ' v e bad a lot of that yet, 

but one thinq tha t we did discover i s that for one of the 

companies the1r def1n1tion o f an a~cou~t is different 

than what our's and the Board's i s. we•re lookin9 at 

units o r wel ls and, of course, they're keeping records 

based on owne r s . And t hei r sys t ems -- I don ' t know if 
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this appl ies to all of them, but we did discover that the 

szs was beinq applied to an owner account. So I th1Dlt 

there ' s -- I felt like I should bring that up just to 

make sure that if there are other companies they can look 

at t hat and if there is a way on their system they can 

batch their checks by unit an.d whether it's a batch of 

checka or one check we'll post it as one transaction and 

just show what months it's for. If it's for four months 

we won' t break it down and have four postinqs. We'll 

have one and we'll show Septellber throuqh December or 

whatever. I th1nk as lonq as - it's my understandi.nq 

that as lonq as 1t ' s a smal.l account that will be okay . 

The other sheet that I passed out, we'll take a look at 

that . We want to address the investment needs of the 

escrow account and are anxious to do something to improve 

the income. As we al.l. know, rates in qeneral for 

whatever money market or 30 year treasury bonds or 

whatever we• re talk1nq about are the lowest they've been 

i n perhaps twenty years. The solution, I feel, is we've 

identlfied some other funds or mutual. funds that are very 

conservat1ve Government bond funds that could be used. 

The real question - - and I realize as the escrow aqent we 

have the responsibility for 1nvesting the funds, but I 

bel i eve the RFP 1ndicates that we would make recoamend

at1ons and seek the Board's approval . The real problem 
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io we don • t have a definite tillle horizon and any i.Dvest

ment , whether it • s an individual bond or a bond fund or 

anyth1n9 o ther than money 11arket or bank deposit, is 

qoing to fluctuate in value with interest rates. We can 

manaqe in that scenario if we could say a ce.rtain amount 

of tbis WiLl probably come due in one year and a certain 

lliiOunt in three and a certa.in amount in ten, but ve 

can't. No one can tell us tbat. What I would Li.ke to 

do is at least we know we' re always qoing to need a 

certain amount of liquidity. It might be 25 percent. ur 

maybe 50 percent. But to :aove part of tbe funds into one 

or two of the more conservative funds on here . The most 

conservative as far as volatuity of price is tbe one -

the third one down shown as federated short tntermediate 

Government trusts . averaqe maturity beinq just a little 

over a ye ar and a half, this is invested in treasuries 

at1d Government aqenc.ies . The yield 1s at least - it • s 

onl y but a t least one-half percent above <:be money market 

rates we 're ge tti nq now. Hore than lLkely --even if 

t:ht-re was a decisJ.on on the conflicting claim funds we're 

holdinq , my understanding is it would take a while the 

fl nal de c i sion t o wor): throuqh the courts and ve would 

have at lea s t s ome time frame . so this being a year and 

a half woul d b e very conservative. If we could take part 

o f the funds and extend it even a little longer we could 

6 
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qo about four percenc as a bow 1n tbe first two funds. I 

don't know at all that the the last fund io u.s . 

Treasury tndex portfol.to . The aanaqe11ent of that fund 

attempts to .tnvest strictly in o. s . Treasuries but to 

match the index t.hat is used to report Treasury yields. 

It's about a D.llle year maturity. But I don't really 

tb1nk for the added yield we can qet that that fund --

that b einq the most volatile -- in effect the loncrer the 

maturity -- if interest rates rise that can have a more 

drast.tc affect on that type of fund. I quess at this 

po1nt I'm wonderinq if there are any questions or what 

the Board aay feel about the -- what I would propose is 

to t ake maybe at this point start slowly takinq perhaps ... 
half of .the funds and use the short intermediate Govern-

ment trust. 

R. McGLOTHLIN: Why not put 25 percent in one of the 3.1 year 

maturities and 25 1n federated and then keep SO percent 

for liquid funds -- to be liquid . 

K:iNG: I would aqree w1.tb that. As a matter of fact. I'd 

rather do that than to try -- I •m beinq maybe a little 

too conservat.tve , but again I think it would be -- i .f we 

can look for the event ual owner s of this fund -- if we 

l ook at the total return I thi nk that's the best way to 

qo. There is a chance that one of the funds could •ove 

down sllqhtly . I r eally don't think anybody is forecast-

., 
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1nq any dras t i c: inc rease in interest rates . A S1111l1l. 

2 increase, ~he value of the fund could decline somewhat. 

3 Bu t even wb e.n y ou take tha t aqainst the increased Yield 

4 we're getting the total return to the account should 

s s till be positive c ompared to the money market fund. So 

6 I would agree . I thi.nk that's a good idea. 

7 HR . McGLOTHLIN : And to be even a l i ttle liberal with it, use 

8 3 3 percent and d o i t that way. 

9 HR. KING : I think the real quution -- the liquidity question 
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o f how mu ch we need is l e t ' s use say a year to a year 

and a half - - how much of this money is possible that 

wold he p aid out in the cominq year and a bal.f. 

McGLOTHLIN : I f we went by thirds we •re tal.king about 

what, Sl50,000 i n each. I would think that would be a 

prett y fair amount of l i qui d capi tal if we do it that 

way . 

KING: Let me expla~n. aqain b einq the ultra conservative, 

that -- I quess you can assign probabilities -- if the 

courts wou l d decide next wa e lt what ~terest bad to own 

this royalty interest that would still probably be 

appealed by o ne s i de o r the other . Under that scenario, 

t houqh , we could be paying out funds, maybe 

23 HR. Mc GLOTHLIN: A year and a bal f , two years? 

24 HR . KlliG : Oka y . 

25 HR . Mc GLOTHLIN: I ' m j us t que s sing • 

8 
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1 HR . KING: Right. That ' s what I said. It's probably a 

2 reasonable assumption. In other words, in that scenario 

3 we would have 1.f you say two years a thJ.rd of the fund 

4 only a third of the total invested in sometbing that 

5 would be one year beyond that likely payout. 'l'hat isn't 

6 a very risky option , I don 't be~ieve. 

7 CHAI.RHAN : otller questions, members of the Board? 

8 HR . EVANS : For the lonqer term funds is there a penalty for 

9 liquidatinq early? 

10 HR . KING: No. 
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EVANS: Okay . 

KING: on these f unds tllere wouldn't be any loads or sale .. 
charges going in or out or any type of penalties. 'l'be 

very last colU111D, the expense ratio, is the annual 

per c ent ages tha t the fund charc;res and these yields are 

net of that . Those are all very reasonable when you 

compare t o all the funds in the mutual. fund industry. As 

a matter of fact, of course, there are hundreds of funds 

ou: there . These were selected because they're ones 

we 're familiar with, they're very conservative, and we ' re 

comfortable with them for all of our trust accounts. 

Mc GLOTHLIN : If we qo wi th the 11utual funds we'll be 

pay ing ~o different fund expenses . We'll be paying you 

t o administer the fund ana then be paying them to 

administer the fund . 

9 
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1 HR. KING : TWice. 

2 HR . McGLOTHLIN: And that doesn • t seem -- as I recall, the RFP 

3 was that we were to pay you to administer the fund and 

4 not to be - -

5 HR . KING: Ri ght. 

6 HR. McGLOTHLIN: Why can't you qo in and buy these sue 

7 securities without qoing to a mutual fund? 

8 HR. KING: Well, we can. I think for the uount -- you're 

9 paying us to administer the fund and invest the fund. 

10 The reason I • m recommendinq these funds as opposed to say 

" individual Treasury bills and GovermDent agencies --

12 that • s what we • re saying. correct? 

13 HR . McGLOTHLIN : Yeah . 

' 4 HR. taNG: For purposes of diversi.fication and for purposes of 
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allocating the interests to -- I don't know how many 

100 funds or something -- this is interest that pays 

monthly as opposed to various funds that are every six 

months . I t real l y wouldn't be -- I ' ll say it's possible, 

but it really isn 't feasible to bold individual bonds 

where you're having coupon payments every siX months and 

allocating those to all these various accounts. The 

s ystem is really set up to use funds. Now I'm talking 

from the administrative point of view. Even from an 

1nvestment polnt of view, like I'm showing the yields 

here are net of these expense ratios and these are very 

10 
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I equ1val ent t o what we would get on ~dividual issues . Sc 

2 in ef f ect you are pa~q -- you could say you're paying a 

3 double fee. If we •re gett~g a value for this fee, you 

know, what we' r e buying, I don't really see a probleJI 
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w1th lt . I r eally believe that overall for safety, 

diversl f ication, looking at risks and the net return that 

we're better us1ng the fund. 

. HcGLO'I'HLIN: What • s t he problem with Tazewell Bank paying 

the expenses f or those out of your expense that we're 

paying you? 

. KING : I can look ~to that. I can't say at t.his point 

that we would do that but --

. Hcet.O!'HLIN: we • re payi.nq you to admi nister this account . 

. KING: Uh-huh . 

HcGLOlH!.IN: And now you • r e coming back and sayi ng yeah, 

but t o get you some ~terest we want you to pay another 

~ee . As I recal l the R.FP that 's not the way it was set 

up . 

. K: NG: Well, I do~ • t thlnk 1t addressed the use of mutual 

funds. It's an ~d1rect certainly and not actually 

pay1ng c ash out . We ' re not us1ng -- fo r instance, we 

could have our own common fund. We've chosen not to do 

that . This would be JUSt a more effic1ent way of 

runn1ng the portfollo. What 1 would probably say lS that 

1nstead of tryin c;; to oake any ad)us tlllents we would 

11 
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prefer, if it were the Board's use or direction, that we 

2 use individual issues. I'd rather do that than try to 

3 make any other adjustments. If you look at the uount of 

4 funds versus the income it • s very substantiAl -- practic-

5 ally all the income. But you also have to look at the 

G time and systeJDB we've a1located to the account. we're 

7 happy to work on this for the Board, but it's a major 

8 al.locati on of our time and effort. I don't know. I 

9 think we should leave it that way . We would either try 

10 t o use some Treasury bills and Treasury notes in the sue 

11 one and a half year, three year 

12 KR . McGLOTHLIN: A Treasury note one and a half year, what's 

13 the yield on 1t? 

14 KR. KING : It • s actually very close to this three and a half 
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pe rcent . The other advantaqe, these be.ing Government 

funds other than the last one that's the longest matur

ity , they're not 100 percent Treasury obliqations and 

Government a gencies such as the Federal National H.ortqage 

Ass ociati on or Federal Home Lonn Banks or other Govern

ment agencies debt obliqations would be part of these 

f unds . They ' re still as close to risk free -- almost as 

close t o risk fee as a Treasu.ry is. And there • s p.robably 

on a one and a half or two or three year obliqation maybe 

a t e nth t o two-tenths of a point of a percent difference 

1n y1eld bet ween a Treasury and another Government a;ency 

12 
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fund. To reallY look at that I would want the exact 

yielda in the 111a.rket froiD yesterday. I don' t have that 

w1.th me , but I d.o believe they are very close to these 

numbers . The only one that i s off substantiuly is tbe 

l onger - for ins tance , a u . s. Treasury for nine years is 

probably yiel ding more like five and a half to 5.6 . So 

that would be a l i ttl e higher than what the long term 

fund -- on the others , like I .:aid, they're extrellely 

c lose . 

10 CHAIJUtAN: other questi ons? Let me revi sit the S'S 

11 amount . I s that an appropriate amount, you think, the 

12 cut off o f S25? What does that do versus 1100, for 

13 example? 

14 R. ~~G: The re probably wouldn ' t be too many units in a 

15 month that would have S25. lind even st.ill a S26 cbeclt 
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comes i n and we post it and ~t ' s a SlO fee . Here again, 

we want to be hel p ful on this. If our transactions are 

l ees and our f ee s a r e less that's fine because that doe.s 

s ave us some time . To us it really -- I don't know i f 

t here's any-- from your point of view for enforcement or 

other purpos es if 1.t presents any problems . But noo 
min1.mum woul dn ' t be a problem. It would probably -- I 

c an ' t t e ll you how much, but it would certainly save some 

2~ addition expenses over a year ' s t i me. 

25 ~s. RIGGS: I t s e ems to me t hat t he problem is , though, that 
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the operators that are applying this S25 are applyin; it 

2 to individuals and not to the total unit account. so 

3 even 1f you set the 1100 at the total unit account it 

4 wouldn • t address the underlyinq problem of having to 

s batch all checks for deposi t for a particular unit 

6 account as opposed to an i.ndivi.dual account. 

7 HR. KING : Hy understanding is that the accounting systems 

e used now really recognize owners and that at a certain 

9 po~nt , once everything's established, the we1l identity 

10 l.Bn • t Ulportant, but I know that one company was going to 

11 loolt at chanqinq so that they "could use this . 

12 HS. RIGGS: It woul d seem that that's what we need to address, 

13 

14 

whether or not the companies wh9 are having a problem 

wi th that can batch those checks an~ then aPPlY the 11mit 

15 of whatever t he Board sets it to the account as opposed 

16 to the i ndividual interest within the account. 

17 HR. CJtAIRMAN: Do any of you that are here representing 

10 companies have anything to say? 

19 HS . BARRETT: An.i t a Barrett. I worlt Equitable Resources. At 

20 

21 

22 

23 

24 

25 

our l ast meeting we when ta11ted about the S25 we d.efine 

an account as one r oyalty owner . That • s bow our systeJa 

1s set up . We r ecently found out from Hr. King -- be 

def i nes an account as what's coming into that we1l 

escrow. so what we 've decided to do is we are voing to 

try to write one checlt per month to the bank and keep 

14 
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track of all the lndividual royalty owners ourselves 

internally. 

3 MS . RIGGS : so in payinQ that one check, thouQh, are you 

"* incl udinQ monies for individual accounts only after they 

5 exceed S25? 

6 HS. BARRETT : No . 

7 HS. RIGGS: Are you st:lll applyinQ the -

8 ~. BARRETT : If everytbinQ for the well is over $25 it will 

9 qo to the bank. 

tO HS . RIGGS: Okay. 

t1 R. EVANS : It will just come in one check. You'll do your 

t2 i n-bouse royalties and owners and everything else all 

13 

14 

out, you ' 11 send it to the bank in one check wbo will 

have that same list baslcally for that unit or that well 

t5 and lt goes into that account . 

t6 s . BARRETT : R.lqht. And EXhibit B to the supplemental order 

t 7 reflects the various interests that are involved S25. We 

18 can do that . 
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CHAIRMAN : Any o thers? (Pause . l 

KI NG: It would certainly cut down the transactions. 

EVANS: In which case if -- is anybody else baving this 

probl em that you know of otber than EREX? 

KI NG: All of the reports we qet do show owners but I 

bel ieve they're botched -- I think that the others may be 

subm1 tt~9 by well or un~t • 

15 
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1 HR . EVANS: If t hat i s the case tben we can probably seriously 

2 discuss raisin; S25 to SlOO or S200 or whatever . Does 

3 t hat present a problem? 

4 HS . BARRETT: I don' t know . I would have to check with our 

5 accountant. our system is set up riqbt now to monitor 

6 accounts to S25 and automatica~ly kick out a check once 

; it exceeds S25. 1 think we could work some~hing out 

8 where we can monitor it to SlOO, but I'~~ have to check 

9 with Rick Price who's our accountant. 

10 HR. EVANS: The reason I asked is if you've already qot it to 

11 the poi nt where you can batch a unit to one cb.eck to the 

t2 bank you've already made that adjustment . It sbowd be 

13 s imply a question of raisin; that flag from S25 to SlOO • 

' 4 HS. BARRETT: we haven ' t made that adjustment yet. 

15 HR . EVANS : Ob, okay. 

16 liS. BARRETT: As a matter of fact , we sent Hr. King a report 

17 

18 

Fr1day and we talked to him on Monday and that's Nbe.n we 

d tsc overed h~s defi nition of an account is much different 

10 t h an ours . 

20 MR. EVANS: How much l e ad time -- have you di.scussed this w.ith 

21 

22 

your a ccount i ng people, bow much lead time you wowd need 

t o make the chanqe? 

23 HS. BARRETT : I pl an on working to rev~se a~l the division 

24 orders when I get back later on this week. I don' t think 

25 -- we could pr obably do i t by the time February produc-

16 
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tion is paid in HBrch. 

EVANS: But you don't know right now that it's even 

possible because you haven't really discussed the 

situation as to what all that would entail as far as your 

accounting procedures and what changes would need to b~ 

made. 

BARR.B'M': night . 

BVANS: In that case I don't t.h1.nJt we ought to mess with 

raist.ng it or anYthing else until such tille as you can 

come back and say okay, this ~s hOM we ' re going to do it. 

But in exPlaining it to your people I would like to see 

you also e.xpl4i n to them that hey, don't set that bard 1.D 

the s ystem , that S25 . Set it such that you could 11ove 

that fl aq fo r k1cki.nq out a check to some hi;her aovre

gate if and when we d.ecide that that • s probably the best 

way to do it . 

KING : That sounds vood. 

CHAIRMAN : Then that brt.ngs us back to ;ivl.ng &OJile 

direction on tb, investment of the accounts. 

HcGLO'l'HLIN: I would request that we table this until the 

next quarterly report -- and personally for me so I can 

have a chance to review the RFP or the contract. 

CHAIRMAN : Any problems with tha t. , Board members? Okay. 

I 1119ht ask , too , for the next quarterly report that 

along with this we may get the other investments earnings 

17 
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1f the bank ac~ually purchase the bills like you're 

doing nov. 1D essence, vba~ those earnings aay be along 

side of these so we could see how auc:h difference th:i.

kind of iDves~en~ would make 1D the long run . 

5 KR. KING: Okay. 

6 KR. McGLOTHLIN : Al.so, Hr. Chainum, aay I ask that tre be sent 

7 a copy of the contract? I •a sure I have it but it may 

8 take me a long tille to diq it up . 

9 HR . CHAIRMAN: Okay. 

10 KS . JUGGS : 1 wou1d just 1llte to make a note that the royalty 

" recelpts th.a~ you say are dec:1in1D9 by quarter - I would 

12 suspect that that • s due to the fact that tre approved the 

13 

1• 

15 

16 

17 

process for entrY of suppl emental orders and that a lot 

of moneys that have been held were then suddenly released 

and nov those supplement orders have worked thease.lves 

through the system and you'll start seeing a leveling out 

tllen of what you can antic:3.pate. 

tO HR . £VANS : Hore along that lower nUIIber than the higher 

10 nlllllber . 

20 XR . KING : on a cont.J.?uing ba.sis, okay. 

21 HR . CHAIP.HAN : Anyth~ng further? 

22 HR. FULMER: Just a poiD~ of clarification. I understood they 

23 said a quarterly report . I do bel1eve that Tazewell only 

24 presents semi-annual. 

2S HR . CHAIRMAN : Semi-annual. 
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HcGLOTHLIN : Bxcuse • ·e . I believe the contract said they 

would be --

FULMER : They sulnut a quarterly report, but as far as 

their coming to the Board, unless the Board wishes it 

otherwise, 1t was set at semi-annual. 

HcGLOTHLIN: Then I request that they be here at the next 

quartar. 

FULMER: That was just a matter of clarification. 

Whatever the Board wishes. 

KING : I •m williniJ to come whenever you need WI here. You 

wante d to wait another quarter? 

HcCLO'I'HLIN : Yeah. This is February already. so we 1 re 

looking at March anr.-ray. That • s nut mo.ntb. When would 

you normall y do your quarterly report to the Board? 

Apr11? That way --

KING : Ac tually -- I don 1 t know 1.£ it was set semi

annual! y o r quarterly as far as appaarin9 - But, li.ke I: 

sa1d , tbat doesn•~ matter. It can be whatever you want. 

It can be monthly. The actual statements that qo into 

~e s taff , ~ouqh , there is o monthly and tben a semi

annual which are two different type of reports . What I 

wi ll probabl y do on this su111111ary that we've started to 

use - - and t his 1s n't etched in stone . It's soaetbing 

1 juat fe l t like -- we worked through this, I think, at 

the l a st couple o f meetings and this maybe qave you a 
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qood picture. But what I '11 probably do is eliminate the 

court -- in othar words , in the naxt one maybe have 

12/31/92, 12/31/93 and then 3/31/94. It would be year 

and and each quartar I '1~ do this report. so yes, this 

will tle available naxt tiJie in April. If you want me to 

come back before April I can update this throuqb any 

month and as far as est:imatinq -- it would be in a future 

basis anyway. In other words, what I could do is qi.ve 

the Board a report sbowinq what the estimated annual 

~ncome is now which would be pretty close to t~g the 

income for the last quarter -- the 2979, if you take that 

times four at that po:int that would probably be a pretty 

close estimate for the year. I can take that versus 

uybe your two other scanar:ios with maybe :1nvest:1n9 one

third in money market, one-third in the 1.6 year, one

tb1rd i n a three year. 

17 KR . CBArRMAN: April wi ll be fine, won't it? 

18 MR . &VANS : Yeah . 

10 HR. CHAIRMAN: we• 11 just schedule it for the Board meet:inq in 

20 April then . 

21 HR . KTNG: Okay . 

22 MR . CHAIRMAN : Thank you very much. We appreciate it. 

23 

24 
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ITEM II 

CBAI.RHAH: The next i tem on today• s aqenda ~s a petiticn 

from Equi table Resources Exploration for establishment of 

Roaring Fork coa1bed methane qas field rules and drilling 

units fo r the production of coalbed methane qas. We • d 

ask the parties t hat wi sh to address the Board in this 

matter to come forward. 

SWARTZ: I think that was continued. Wasn • t that motion 

granted? 

CHAIRMAN: That ' s okay. come forward . 

SWARTZ : I 'm Jerk swartz . I represent COlumb~a Natural 

Resourc es . I t hink E11zabeth HcClannahan communicated 

wi th t hat Board that she wanted to continue this to the 

Harch docket . I was under the impression that perhaps 

that motion had been granted. If it hasn ' t I have no 

oo jection . 

1a R. CHAIRMAN : It wa s granted. It's because it Qot printed. 

19 
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t hough, I cal led it just to see if anyone wanted to 

addres s it. Thank you ve.ry much. Anything further on 

th~s ? That docket number bas been conti nued. 
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ITEM III 

2 

3 HR . CHJURKAN: 'l'bo next itell on the agenda is a petition for 

4 appeal from Ratcliff Gas Company, Incorporated on the 

5 decision of the Gas and Oi~ D1rector•a decision dated 

6 october 25th, 1993. We'd ask the parties that wish to 

7 address the Board in t.bis matter to coae forward at t.hi.s 

8 time. 

9 KR . MULLINS: My nue is Tom Mullins. I'm wi.th the Street Law 

10 Fi.nt in Grundy, Virginia and I'm here representing 

n Ratcliff Gas company. 

12 HR . RATCLIFF: I'm wyatt Ratcliff, president of Ratcliff Gas 

13 Company . 

14 HR. SWARTZ : Hark swart:: . I represent Buchanan Production 

15 company . 

16 HR . CHAIRMAN : All r i gbt. 

17 HR . MULLINS : If 1t please the Board, we're here today on an 

18 

19 

20 

2 1 

22 

2:1 

24 

appl ication on a petition for appeu on the Director's 

dec u1on . If I can just a brief overview of the situa

t ion and some of tbe aqreeaents that the part1es have 

reached contingent upon this Board approving our propos

a l . some of the 1ssues rai sed in the pet1tion are 

cons titut1onal questions which I know this Board can't 

address and I • m not askinq the Board to address. The 

other issue concerns the t1me l1111tation upon which -

22 
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can eorm a unit and qet our application in to the Board. 

I think Hr. Ratcliff is here willing to testify that be 

just can't qet it done within that period of tilDe. We're 

going to be askiDq the Board to qive us an extension of 

time for one year within which to get that unit formed, 

qet the application properly before the Board. The only 

concern that the Board may have is, of course, it's been 

permitted, is there any production coming from the well. 

I have a letter bere today from the State corporation 

Collllll:ission . As some of the Board members are probably 

aware , this well bas been in existence for over twenty 

years. It was supplying house gas to many homes in the 

area . The State Corporation commission, of course, came 

in as probably the Board is aware and bad that distribu

tion system closed down. The only qas that • s being taken 

from the well now with, I think, the approval of the 

state Corporation Commission is for his personal use 

Wyatt Ratcliff's use. I've spoken with one of the 

party ' s coun.sel who objected below to the issuance of the 

permit , Tom Pruitt. I spoke to biiD yesterday evening. 

He indicated to me that he would be faxing a letter to 

the Board or to the Director. I ~ave not seen the 

lett er. He i ndicated to me in the letter that he was not 

objectl.Dq t o the grant1.n9 of the year extension. Hr. 

swartz and I have talked. I'll let him basically state 

23 
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-- I don•~ wan~ ~o pu~ words in his mouth. I'll let biD 

2 state wba~ his position is on that. 

3 HR. SWARTZ : Buchanan Production has really never been opposed 

4 

5 

6 

1 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2-1 

25 

to the peraait~ing of this well an.d really bas been 

interested more in creating a unit and, if necessary, 

pooling i~ as a condition of tbe permit. From ay 

conversations with Tom Mullins and I talked to Hr. 

Ra~cliff on occasions as well it's my understanding that 

they in~end ~o go forward and get a unit created and an 

appropn.ate one. As the Board probably understands, 

it ' s an eKPensive process for an individual or for a 

small company. It's going to take tbem some time to do 

that . The permit as oriqinally issued -- frankly :I don't 

know wha~ Hr . Pruit~'s posit~on was with regard to his 

clients at that time, but Tom Fulmer's office did issue a 

permit . The way in wb~ch it was issued was not object

i onable ~o Buchanan Production and we found it an 

acceptable way of dealing with the problem. The permit 

that was issued by Hr . Fulmer's office on October 25th 

bad a 120 day time limitation which you've seen before 

wi th Buchanan Production and OXY sometimes. Hr. Fulmer 

bas i ssued a permit to OXY or Buchanan Production or 

o t hers and indicated that he wanted a unit to be created 

i f necessary or a uni t to be pooled if it was in the 

Oakwood F1el d as a condition of issuing the permit. I 

24 
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mean . we • ve seen tb.is before. This is a fairlY standard 

res ponse by Kr . FUllller' s offi ce. Here the tilDe lilllit was 

120 days. AS I read thi s, goinq back to october 25th and 

forward, I gather that tbe 120 days w1.ll. expire tbe end 

of thi s month which is wby Tom is be.re. Buchanan 

Production and consol , xnc . as operator bave no objection 

whatsoever t o affording Mr. Ratcli ff the time be needs to 

d.o the tlt l e work and to get his ducks in order in terms 

of c r eati ng an appropri ate uni t. I say that particularly 

because the dis t ributi on system bas apparently been shut 

down and i t • s my under s tanding the on.ly production 

that • s coming out of thi s well at this point is for Kr. 

Ratcliff 's pe r sonal bouse. Under the circumstances I 

t hink we're 1D a status quo situation. No significant 

amount of r esource i s being removed and I think that the ... 
Board ought t o f avorably entertain Hr. Hull1Ds' request 

on behalf of his client , that they be given a significant 

amount of t ime gi ven their available resources to do the 

work that needc t o be done t o c reate this unit and then 

pool i t . 

CHAIRMAN : Do you have anything fur ther? 

MULLINS : The onl.y thi ng, 1f the Board would lilte Kr . 

Ratcllff t o testify as to what I ' ve just said that ' s 

f i ne . If not , I ' d l~ke t o make i t as a motion from Hr. 

Rat cl iff to t he Board t o consider to take action on it • 

25 
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1 HR . CHAIRMAN : Any questions, meJibers of the Board? 

2 HR . FULMER : Hr. Cba.Lrman, ta.lten on the other bat a..a tbe 

3 Division of Gas and Oil Office and tbe perDittin; 

4 

s 
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process , I would lik.e tbe Board to cl~trtfy the fact that 

the order also required that no product~on come from the 

well . I understand that there is and Hr. Ratcliff is 

usin; some of the ;as for his bouse which is very 

minimal . I understand. we • re not very restrictive on 

that, but I want to make sure that the Board is aware of 

that and if the Board should do so to al.low h1.m to go 

on dnd produce 1t for h15 bouse use I have no problem 

with that as far as the Division. But I just want to 

make that very clear to you, that that's put in the order 

as w1tb any standard order regardinq these type of 

1S perm.tts being .Lssued. 

16 MR. EVANS : What you • r e sayi.ng then is tbe amendment will have 

1;' to include to allow the use of the qas for Hr . Ratcliff's 

10 personal rac1dence? 

19 HR . FULMER: For his personal use. Since we're talking about 

20 l.nter est and interest bear.tng and involving poolinq and 

21 

22 

23 

24 

2S 

the payment of royal ties and so forth I wanted the Board 

to be very aw~e of that . But I also wanted to make it 

very clear that the Division itself is not tryinq to be 

bard on this subjec t . This is a standard procedure that 

we use in issuing those types of permits • 
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1 HR. MULLINS: I quess just as a matter of history, most of you 
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are probably aware of well, some of you may not be 

this well was originally dri lled by Island creek Coal 

company back in the early 70's . And Kr. Ratcliff began 

usinq the well probably within a couple of years after 

that, 1972 or 1973, and it's been in continuous produc

tion since that time. I d.on' t think that al~owing hilll to 

use i t for his personal use -- as I said, it bas been 

going on for over twenty years and, of course, there is, 

as the Board i:J also aware, a certain court case pending 

on it . I t 's qoing to prejudice anybody'& riqbts. The 

amount of qas is minimal. And if I didn't make that 

clear I' d like to have that as an amendment to request to 

the Board that be be allowed to do that. 

CHAIRHA.tl : Anything further, me.mbers of the Board? 

EVANS : You've ask for a year's extension? 

MULLINS: Yes , s i r. 

EVANS : A year from what date? 

MULLINS: Today . 

EVANS : Okay. 

CHAIRMAN: Do you have a means of monitoring the amount of 

gas that ' s coming from the well at the present time? 

RA'rCLIFF : 7hat' s qoinq to be take.n care of immediately. 

CHAIRMAN : so you will have a meter on the well? 

RATCLIFF: Yes , sir . 
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' HR . CHAIRMAN : Will t here be a record kept of the usage? 

2 HR. RATCLIFF: Yes, sir. 

3 HR. McGLOTHLIN: And submitted to the Oil and Gas :rnapectcr on 

4 a monthly basis? 

5 HR . RATCLIFF : The reports will be ma~led to the Inspector. 

6 HR . CHAIRMAN : I thl.nk in order to protect all l.Dterested 

7 part1es we'd have to have that . Anything further, 

8 member s of the Board? 

9 HR . BVAHS: I don't have anythin9 further. 

10 HR . CIDURHAN : Do you have anvtbin9 further, Hr . swartz? 

" HR . SWARTZ: Other than to make it clear that z CJUess what 
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we're jowtly aslu.ng you to do is to co.nsider issuing an 

order a.mendl.Dg the perm~t that was issued just from a 

procedural standpo1.nt. Alllendinq the permit that was 

issued by Hr. Fulmer on october 25th tc do three thl.Dgs; 

one , afford the permit applicant one year from today•s 

date w1th1n which to comply with the creation of the 

ur.it compulsory pooling requirCJDents. TWo, and I: th:LnJt 

that lt ' s prudent th~t be be required to install a meter 

and t ender at least monthly records or reports to Kr . 

Fulmer so we know what's bappenin9 . And thirdly, 

limlting the production or permittinq acme limit of 

productlon to the extent that he uses the 911s at his 

home. 1 th1nk those are the three amendments to the 

perait t hat was issued that Tom Hullins and I are asking 

a a 
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you to accompl ish . 

B . RIGGS : s o that we c an ident~fy the residence in the 

order, what i s an address or a reference to that proper

ty? 

• HULLXNS: The Wyatt and Grace RatclUf residence. 

RIGGS : Is there a street address? 

HULLXNS : I t's just up Garden creek. 

• CHAIRMAN: Are there any others present that wish to 

address the Board in ~s utter? (Pause.) The record 

will show there are none. What • s your pleasure? 

McGLOTHLIN : I move that we accept the pet.ition as amended 

PRESLEY: Hr . Chai.rlllan. I sec:on.d that. 

CHAIRHAN : A 11otion and a second. Further discussion? 

If not, all 1D favor siqnify by sayinq yes. (ALL 

AFFTRH . 1 oppos ed say no. (NONE. ) We have a unanillous 

approval. we '11 take a five lllinute break. 

( AFTER A BRIEF RECESS, 'l'HB BEARING c:mn'INUED AS FOLLOWS: 
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3 HR . CHAIRHAN : The next item on the agenda is a petition from 

4 Buchanan Product1on company for the pooling of the 

5 dri~ling unit P-4, Docket number VGOB-94/01/18-0423. 

6 We'd ask the parties that wish to address the Board to 

7 come forward a t th"is time. (Pause. ) Are there any other 

B parties that wish to address the Board in this matter? 

9 The record will show there are none. You may proceed. 

10 HR. SWARTZ: Hark swartz. I'm appearing there this morning on 

12 

13 

14 

behalf of Buchanan Production CoDPanY. This 1.S a pooling 

application with regard to unit P-4. P-4 was previously 

pooled under VGOB docket number 92/09/ 15-0258 and a 

pooling order was entered as a result of that application 

15 on December 14th, 1992 . Before we start with Les• 

16 testimony I thought I would g~ve you an overview of why 

17 we • re back here on this unit. There are four reasons. 

18 
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When the l and people at c onsol we"re going through thi.s 

application it was determined that a revised plat needed 

to be submitted . So the plat that was filed with the 

Board that I ' m sure you have in your paper work w1 th the 

or iginal appl ication is a r evised plat. It is different 

than the one that was ori gi nally fUed and there are 

addit1onal tracts. You can tell which tracts are new by 

looki no at the new plat which is in the-- I don't think 
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that ' s in the black book . I think the new plat is in the 

2 application that WAS filed. They have like a _point. So 

3 i t would be -- wel l . to qi ve you one that actuallY 

4 exists , there • s an 11. 1, for example. There • s a 7 . 1. so 

s any tract that is a number with a point and then either a 

6 one, two or three after it -- for exAJDple, there's an 8.3 

7 -- those are t he new tracts. so you can pretty easily 

8 te~l what revisions have been made to the plat by looking 

9 for that. 

10 MR . CHAIRMAN : Hr . swartz, just for c~arilication, you're 
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referring specifically to EXhibit A? 

SWARTZ : Yes . 

CHAIRMAN : Okay . Thank you • 

SWARTZ: And obviously when addit,ional tracu show up the 

plat needed to be corrected and we have filed that 

corrected or properly revised plat with you AS part of 

the application. And then there were interests in claias 

that wou~d be affected so that certain divisions of 

interest changes occurred as a res~t of the revised 

plat . If the acreage in the unit changes the,re will be 

changes in division of 1nterests. · so that has res~ted 

in chanqes in acreage and interests which are reflected 

1n ame.nded Exhibit B. Now, there are two EXhibit Bs. 

one came with the appl ication. The amended correct 

Exhibit B is in the black t~acket of exhibits that you qot 
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today. As a result of the revisions of the plat there 

were cbanqes in Exhibit B. we have not nued as respond

en~s ~o ~is applica~ion which essentially amends the 

prior order in some respects and adds additiona1 respond

ents . we have not named as respondents or ma.iled to 

anyone who bas obviously leased -- we don't do that - or 

who was previously pooled wh.ose interest is not beinq 

affected. I mean, there were some tracts that there 

weren ' t any chan9es . If there's not a point something 

associ ated with the tract there's no change there. Their 

ac·reaqe remu.n the same. Their interests remain the 

same. so we haven't re-pooled people whose interests 

have not been affecte~ by this applicat~on. The second 

reason that we're here is to identify, notice and pool 

t he Emi l i ne Anderson heirs who were listed as unknown in 

t he f irst appli cation. Now, that qroup interest for that 

estate was pooled but at that point we were not able to 

i dentify those people. Continuinq efforts for due 

di l1qence t o i dentify these people occurred and we have 

been able t o i dentify them. The third reason is to pool 

the 1nterests of t he Yates family , Y-A-T-E-S, an~ the 

H.B. and c . A. El swick families . Those are new people 

t hat have been added . And then the last thinq, the 

fourt h reason that we ' re here, is to provide for elect

ions for t wo mi nor children and one adult who is in a 
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nursinq home and probably ouc;rht to have a guardian 

appointed. Tbat's the fourth reason why we're here with 

rec;rard to this. We have been through the election issue 

with the Board before. 'l'he two pieces of paper that I 

gave you that are not in the just to Jd.nd of qive you 

an indication of where we're headed with that -- that are 

not in the binder of exhibits are two paqes from an order 

that was entered previously with reqard to another unit 

that was pooled by this Board reqarding Matthew Deskins. 

As some of you may recul that - ultilllatel.y kind of 

aqreed on a procedure for the appointment of a guardian 

as i s contemplated by 45.1-361.21.£ and to a11ow the 

quardian to exercise the elections. What I am ulti.llately 

asltinq here is that with rec;rard to the two minor children 

who are sarah Mullins -- she is in tract 2-z which is at 

Paqe 6 in Exhibit B - carrie Anderson is also a minor 

chi ld. She is in t r act 1 identified as AA on Pac;re 3. 

The adult who we are concerned about here in terms of 

get tinq a quardian appointed for her is Georgia Elswick 

Blankenship . She's in a nursing home or at least that's 

what we understand. She is in -- I don't have a note of 

that tract o ff hand, but I may have it elsewhere as we qo 

throuqh this today . Those are the four reasons basically 

why we're here. A revi sed plat, deal with the Emiline 

Anderson heirs, the Yates family, the M.B . and c .A • 
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Blslfick heirs and then provide for these three people 

who need quardians so that they can have a mechanism to 

3 elect . We're going to ask you to just simply file the 

4 procedure that was established and followed in the 

5 Deskins case which ultimately resolved 1n the appointment 

6 of a quardian and the quardian signinCJ a lease. With 

7 that. unless there are any questions as to the introduc-

e tion, I'd like to start with Les• testimony. 

9 COURT REPORTER: (SWears witness. ) 

10 

11 LESLIE K. ARRINGTON 
12 a wi tness who, after having been duly sworn, was examined and 
13 testi fied as follows : 
14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2!i 

DIRECT EXAKINA'l'ION 

BY HR . SWARTZ: 

Q. Would you state your nlllile for us? 

A. Leslie K. Arrl.Dqton . 

Q. Who do you work for? 

A. Consol . 

o. And your title Wl.th them, Les? 

A. Permi t speciali st. 

o. Did you prepare the notices of hearing that have been 

filed and mailed in this matter and the application? 
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• I A. Yes, I. di d . 

2 Q. And you've s i qned those documents? 

3 A. Yes, 1 have. 

4 was there more than one notice of hearinQ sent out? 

5 A. Yes, there was. 

6 Q. 
Are they both in the black packet of exhibits? 

7 A. Yes, as EXhibit 1 and 1-A. 

8 Q. 

9 A•. 

Why was there an additiocal notice of bearing? 

we did not have listed correctlY the H.B. Elswick heirs 

10 and Bonnie Ande.rson. 

II Q. 
so that second noti ce which is 1n the exhibits went out 

12 t o deal wi th those two i ssues? 

13 Yes, i t did • • 14 was that s econd notice also published? 

15 Yes, it was. 

16 We'll get to that in a minute. was it mailed to the 

17 appropriate people ? 

18 Yes, i t was. 

19 The applicant here is Buchanan Production company, is 

20 that corr ect? 

21 Yes, it i s . 

22 And Buchanan Producti on is a Virginia general partner-

23 ship? 

2.& vas . 

25 And it's two partners are Appal achian Operators, Inc. and 

• 
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2 

3 

4 A. 

5 Q . 

G 

7 A. 

8 Q. 

9 

10 

11 

12 A . 

13 Q . 

14 

15 A . 

16 Q . 

17 

18 

19 

20 A . 

21 Q . 

22 

23 

24 

25 A . 

Appalachian He thane , Inc. Both of these corporate 

partners in Buchanan Production are wholely owned 

~ndirect auba~diaries of consol, Inc., is that true? 

Yea. 

Is Buchanan Production company authorized to do business 

in Virginia? 

Yes, they are. 

With regard to the designated operator, is the applicant 

Buchanan Production company request.ing that eonsol, Inc. 

be designated unit operator by the Virginia Gas and Oil 

Board? 

Yes, they are. 

And cons ol, Inc. is already the designated operator of 

the existing unit that was previously pooled? 

Yes. 

consol. Inc . is a Delaware corporation authorized to do 

business in the commonwealth, registered wi th the DHHE, 

and has a blanket bond on file as required by law, is 

that correct? 

Yes . 

We have discussed this before with the Board and I think 

there are some exhibits relevant to Buchanan Production's 

delegation to consol, a certain authority, that are in 

the packet , is that correct? 

Yes . 
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1 Q. What exhibit number would that be? 

2 That's Exhibit 16. It has the professional mana9e.ment 

3 

5 

committee and manaqement resolution. 

And in effect , d.o those documents which are set forth as 

Exhibit 6 -- are they evid.ence of the fact that Buchanan 
• 

6 Production has deleqated to consol, Inc. the authority to 

7 expl ore, develop and maintain the property and assets of 

8 Buchanan Production Company and then des-ignated specific 

9 people within consol, Inc. to perform those duties? 

11 Have you listed al~ of the respondents, in other words, 

12 the people whose interest are affected by this applica-

13 

14 

15 

I S 

17 

18 

tion , in the two notices of bearing that were published 

and m~ed? 

Yes . 

The respondents that we have listed their names in the 

notice, are their addresses listed in the amended Exhibit 

B wh1ch is Exhibit 5 in the bound volume of exhibits? 

Yes, it i s . 

so if you have addresses for the respondents their 

addresses appear i n Exhibit B? 

Yes, they do. 

Do you wish to add any respondents today? 

Yes . carrie Anderson. 

carrle Anderson was one of the minor children? 
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1 A. Yes, she was. 

2 Q. When this matter was noticed who did we notice? 

3 A. Her mother. 

4 Q . Who is? 

5 A. Harqaret Farmer. 

6 Q . Rl.qht. Do you wish to dis•ias any respondents? 

7 A. Yes, we do . 

B Q. Who would be the first one? 

9 A. 

10 

11 

Dolly Staten. she was listed as number 75 on the notice 

of hearing. She was one of tbe Emili.ru! Anderson heirs 

and we have acqu1red her interest. 

12 Q . so her Z63rds interest bas been purchased by Buchanan 

13 Production? 

14 A. Yes , it bas . 

15 HR. CHAIRMAN: What was the naae aqain? 

16 HR. SWARTZ : It's Dolly Staten, S-T-A-'1'-B-N, and if you look 

17 at the oriqinal notice of bearing she's number 75. 

18 HR. FULMER : Paqe 44 of 49 in the application. 

19 Q. 

2!1 A. 

21 

22 Q. 

23 A . 

24 

25 Q. 

(Hr . swartz continues. l Any other d1.&111issals? 

Yes , there 1s. Some of the H.B. Elswick heirs which we 

have t aken a lease on. It was Patsy Deel. 

Why don't you spell tbe last name? 

Okay. D-B-E-L. Juani ta Waters. Donald Thayer . 

Virqinia Elsw1ck. Ollie stump. James Lee Elswick. 

And those are people that are listed as H.B. BlSV1ck 
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3 

4 

5 

6 

7 

8 

9 

10 

, 
12 

13 • 14 

15 

IS 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

heirs from whom Buchanan Production company has obtained 

a lease? 

Yea , i t is. We ' d also like to have dismissed Bonnie 

Anderson which was origina1ly listed in the first 

application, Exhibit B. we have later 1ound out that she 

was divorced before the death of her husband. 

Who was cecil Anderson? 

Which was cecil. Anderson. I'm sorry . Also we'd like to 

have Albert Rome d.i81Dissed. He was incorrect. We 

listed him in the first pooling, 0285 docket number. Be 

was 1.nc:orrec:tly listed as an cnmer of oll and gas in that 

unit . 

subsequently you've determined that be does not? 

Be ~oes not. 

Have you bad conversations with Hr. Horne with regard to 

that? 

Yea , we have. I informed him of such and that letter 

that I sent to him is at Exhibit 7 . 

In the bound volUllle. Bssentia11y is EXhibit 7 your 

explanation in writing to Hr. Hornr folloWing a tel.ephone 

conversation with regard to the information that you bad 

acquired that he did not have an interest in this 

particular unit? 

correct. 

But he does have interests in other units? 
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1 A. 

2 Q. 

3 A. 

4 Q. 

5 

6 

7 A. 

8 Q. 

9 

10 

11 

12 

13 

14 

15 A. 

16 

Yes, he does . 

For example? 

0-4. 

since sending this January 6th letter to Kr. Horne has he 

called you back or written to you or c:olllllunic:at:ed 1n any 

way that be disa;rees with what you have told him? 

No communication. 

You have submitted an affidavit: of due diligence with the 

original application, but I would nevertheless aslt you if 

consol, Inc:. has, in fact, under your direction and 

control exercised due di.l1genc:e to 1dentt.ry and locate 

persons having record title to oil, qas and/or coal and 

having identified those person exercised due diligence in 

trying to locate theD? 

correct . And we will continue to do so if there should 

be the need. 

1; HR. McGLOTHLIN: Hr. swartz , before you get further o.n I have 

18 1!1 questi on about Dolly Statcn. She owns property 1.n 

19 tract -- or had an interest in tract 22 and I also see 

~ her in tract 23? 

21 THE WITNESS: The Emili ne Anderson heirs had a one-ninth 

22 

23 

interest in quite a number of tracts nnd we purchased her 

entire interest in those tracts. 

~ HR . McGLOTHLIN: In al l of the•? 

25 THE WITNESS : Uh-huh . 
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1 HR. McGLOTHLIN: okay. Y wanted to clarify that. Thank you. 

2 Q. 

3 

4 

5 

6 

7 

8 Q. 

9 

10 A. 

11 Q. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

(Kr. swartz continues.) With reqard to notice require

ments and publication requirements, Lea, did you mail via 

certified mail, return receipt requested as required by 

section 45 . 1-361.19 to all respondents listed in the two 

notices of hearing for wh.om you had addresses? 

Yes , we did. 

Have you subaitted as part of the exhibits today the 

return recei pts and an analysis of that mailing? 

Yes, we did. 

And by reference to Exhibit 2 one can imJDediate~y tell 

the date of ma.il .inq and when the qreen card was received 

back by consol , whether it was refused, whether it was 

returned without having been siqned for? 

Yes. 

so the mai~inq is tracked in that exhibit? 

Yes, i t is. 

And , in fact, copies of the cards that cue back are 

included? 

Yes. 

And all cards are accounted for? 

Yes, they are. 

What newspaper were the notices pub~ished in? 

The notices were published in the Bluefield Daily 

Telegraph, the first notice being published on December 
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2 

3 Q . 

• 
5 A. 

G 

7 Q. 

27th, 1993 . And the second notice was published on 

January 20th , 1994. 

Have you filed certificates of both publications with Hr • 

Fulmer's office? 

I filed the ori;1nal publication and then he should have 

qotten one this week. 

Exhibit A to the application which would not be -- don't 

8 look in he.re for Exhibit A. If you look at the oriqinal 

9 applicatJ.on there's Exhibit A which is the plat 11ap and 

10 then A, Paqe ::! , and just to indicate what we• re see.k.inq 

1l to accompl J.sh here in terms of interests -- down at the 

12 bottom of Exhibit A, Page 2, is there an indication of 

13 

14 

15 A . 

IG 

17 

10 

10 

20 Q. 

21 A . 

22 Q. 

Zl 

24 A . 

25 Q. 

the i nterests from a total standpoint that is affected 

by this application 

A t otal standpoint. We • re see.k.inq to pool in this 

application 0.8125 percent of the coal interest and 

20.795893 percent of the oi l and qas interest. That new 

exhibit is -- Exhibi t A, Page 2, is Exhibit 4 in the 

black boolt. 

Oh, 1t i s in the black book, too? 

Yes. 

And there's a lso an indication of what was previously 

pooled? 

Yes , there is. 

And no coal interes t pooled. so we're picking up a coal 
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5 

6 

7 

8 

9 

10 

20 

21 

22 

23 

24 

25 

Q. 

A. 

Q. 

interest? 

c......rrect. 

And less of an oil and qas interest? 

correct. 

In terms of a recommendation to the Board regarding the 

election options, one of which, of course, is always the 

option to lease or the deem to have leased procedure, 

could you tell the Board what terms Buchanan Production 

and consol, Inc . as its designated operator qenerally 

offer to l ease coalbed methane qas? 

YeJ:. That • s on a dol~ar per acre rental and a one-eighth 

royalty with a five year term . 

Is the r ental payable on an anJIUal basis but only until 

production would commence? 

Yes, it. is . 

And aft er producti on commences do your standard leases 

provide that the sole consideration would be the royalty? 

Yes . 

Would you r ecommend those terms to the Board as something 

they should adopt in dealing with the election and deemed 

to have leased issues? 

Yes. 

Rave you, in fact, a ttempted to lease most if not all of 

the acreage in these un.its? 

Yes , we have. 
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I Q . 

2 

3 A. 

.. 
6 Q . 

6 

7 

8 

9 

10 A . 

n Q . 

12 

13 A . 

,. Q . 

15 

16 A . 

'' Q. 

18 

t O A . 

20 Q . 

21 

22 A. 

Zl Q. 

24 

25 A. 

And have you been relatively successful? Give us some 

idea of what you have under lease? 

we have approximately 69 perce.nt of the oil and c;ras and 

99 . 1875 percent of the coal . 

To the extent that additional people -- for exaaple, 

we've dismi ssed some people who have leased very recent

ly . To the extent that additiona~ people would contact 

your company with these terms that you've just discussed 

ue on the table and would you be happy to lease to theJD? 

Yes, we would . 

This drillino unit is identified as unit P-4 in the 

oakwood coalbed Gas Field rt, correct? 

Yes , i t i s . 

And it' s basically in short hole production and in the 

fores eeable f uture there wi~ be active c;rob production? 

Yes . 

Does Exhllu.t G, Pac;re 1. have a dark outline around the 

unit ? 

Yes , l t does . 

And Exhibit G, Page 1, also shows the a.ine plan, does it 

not? 

\"es . it does. 

Bas icall y this unit P-4 is affected by only one lonc;rwall 

uni t , correct? 

correct . 



• 1 Q. 

2 A. 

3 Q. 

4 A. 

5 Q. 

6 

7 A. 

8 Q. 

9 

10 

11 Q. 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2.& 

23 

• 

Which panel is that? 

That would be 1-Development West. 

And bow many acres are in unit P-4? 

It's an 80 acre unit. 

Are you seeking to pool, in effect, and coal seams below 

the Ti.ller? 

Yes, we are . 

Have you submitted an amended DWE or EXhibit c with this 

application? 

Yes, we have . 

Would that exhibit capture a1l allowable costs pertaining 

to Unl.t P-4? 

Yes . 

Exhibit c , who prepared that exhibit? 

I did . 

And d1d you sign it? 

Yes , I did. 

When was it prepared? 

Decembe r 16th, 1993 . 

And that was wi thl.n 60 days of the filinq of the appllca

tl.on? 

Yes, it was . 

The projected depth of the target formation -- well, the 

target formation here would be the Pocahontas 13 seam, 

correct? 
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• 1 A. 

2 Q. 

3 A. 

4 Q. 

5 A. 

6 Q. 

7 A. 

8 Q. 

9 

10 A. 

11 Q. 

12 

13 • 14 A. 

15 Q. 

16 

,.. 
18 

19 A. 

20 Q. 

21 

22 A. 

23 Q. 

24 

25 A. . 

• 

Yes . 

And the depth of that tar;et formation is? 

2,065. 

And the total depth of the well is? 

2,115. 

Slightly below the seam? 

Yes . 

Now , Bxhibit c;, Paqe 2, 1s a listing of units af.fected by 

thu panel 1-Development west? 

Yes, it is. 

Which , of course, also a£fects P-4. Have those numbers 

changed since the first applicatio.n and the first po~ling 

order? 

No . 

They have remained the same. Exhibit Cl, Page 3, with 

regard to that, it captures the cost allocated or 

attributed t o the units affect~q the 1-Developm~t 

panel, correct? 

Yes , it does. 

Since the first application have the cost est1JIIated with 

reqa.r d to P-4 changed? 

Yes, it hns. 

They're now indicated t o be in the amount of 5187,171.30, 

corr ect? 

correct . 



• 1 Q. 
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3 o. 
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5 A. 
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8 

9 A·. 

10 Q. 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

And that's the uount off the DWE? 

Yes, it is. 

were the costs as originally estimated with revard to 

that unit szso,075? 

Yes, it was. 

Is one of the major differences between your current cost 

estimate and what was orivinally estiaated considerably 

less money spent on title and acuity? 

Yes, it was. 

And because your estimated costs have decreased by almost 

SlOO.OOO the total costs to that unit needed to be 

adjusted, di d they not? 

Yes, it was . 

And the total cost to all units affected by that panel 

had to be corrected? 

Yes . 

so Exhibit G, Paqe 3 , is a new exhibit insofar as it 

affects P-47 

Correct . 

And if you qo down to 1-Development West the allocable 

costs now, taki.nq 10.75775 percent times the total of all 

costs with regard to all units affected ~Y that panel, is 

now down to what number? 

98,779. 

SWARTZ: Now, there is also a change in format here from 
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3 

.. 
5 

6 

7 

8 

s 

10 

t1 

12 

13 

what the Board may have been use to seein; from Buchanan 

Production . If you all look at the amended Exhibit B 

which is Exhibit s in the bound volUlle it loots pretty 

sailar to what you ' ve seen in the past . :lt icleut1fiee 

the respon.clents, identifies what interest it is, whether 

they bave an oil and gas interest. a coal. interest, or in 

so111e instances a fee interest to identifY the acreage but 

then we • re uswg Exhibit B to include wbat use to be the 

last part of Exhibit G wbicb was -- we used the last few 

pages of Exhibit G to report their undivided net interest 

~n the unit and then their undivided nat interest in the 

panel. so you've got one exhibit which reports al.l the 

information with regard to tbe respondents . And in 

14 MS . IUGGS: To calculate their proportionate cost of the 

IS 

16 

est.illlated cost of completion you apply wbicb colWID to 

the 98 ,779.41? 

1i' KR .. SWARTZ : You would apply tile last. colwm would be ay 

18 

19 Q . 

2D 

21 

22 

23 

24 A . 

25 Q. 

undarst and1no . I was JUSt ooino to get to that . 

(Mr . swartz continues .) Les, if a person wbo is a 

respondent 1n thl.s unit were to recei ve a pooling order 

f rom the Board and wante d to participate wbat would they 

do to calculate the amount of tbe cbeck tbat they should 

tender t o the operator? 

The last column on the rioht. 

Which is titled? 
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8 A. 
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10 

11 

12 

13 • 14 

15 

16 

17 

18 

1!1 

20 

21 

22 

23 

24 

25 

• 

Undivided net interest in 1-Development west. They would 

simply multiply that percentage -- that decimal that they 

have for their individual interest times 98,779. 

With regard to Exhibit c which is the amended DWB, is it 

your opinion that that is a reasonable estimate with 

regard to the money tbat bas been spent and remains to be 

spent wi th regard to that well? 

Yes. 

With regard to the development of this unit and this 

panel is it your opinion th.at the applicant's plan is a 

reasonable plan to develop the coalbed methane resource 

within and under the unit for the benefit of the owners 

o f the resource? 

Yes, it is. 

Will the proposed well contribute to the protection of 

correlative rights of the owners of the methane within 

and under the unit and lessen the liJtelihood of both 

physical waste and economic waste? 

Yes. 

There are some miscellaneous matters I want to cover with 

you in conclusion. We 've talked about Mr. Borne and 

we ' ve requested that he be dismissed and your correspond

ence is on file? 

correct . 

Wlth regard to the three people who probably need to have 
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3 A. 

4 Q . 

5 

6 

7 A . 

a 

9 

10 

11 Q. 

12 

13 A . 

14 Q . 

15 

16 

17 A. 

18 Q . 

19 A . 

20 

21 

22 Q . 

2:1 A. 

24 Q . 

25 A . 

a quardian appointed -- let's just take tbem one at a 

time . Witb reqard to sarah HUlli.Ds, wbo is ber mother? 

sandra TUrner. 

Tel l the Board wbat contact you've bad with sandra TUrner 

and wbere you all stand with ber and with ber dauqbter' s 

int erest? 

she bas s i qned and returned a lease which was not valid. 

She i s participating in a process to have herself 

appointed as a quardian. once that process is taken care 

of then she plans on executing a lease. 

s o she signed a lease on behalf of her dauqhter be~ore 

sbe was appo LDted as a quardian? 

Yes, she di d . 

Now do you bave counsel that she's cooperating with who's 

p r eparinq a petition to bave Sandra, the mother, appoint

ed and to all ow ber to execute a valid lease? 

Yes, we do . 

W1th r e qard t o carri e Anderson, who are bar paronts? 

we are i n contact wi tb them are awaiting the.ir decision 

as to whe ther they want to pursue the same process as 

sarah Mullins . 

And h er pare nts are Hr. and Hrs . Farmer? 

Yes . 

Marqar e t Farmer ? 

Margaret Farmer , yes . I'm sorry • 
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Q. 

A. 

Q. 

A. 

Q. 

A'. 

Q. 

Does Hr. Fa.rmer work for a coal company? 

Yes, be d.oes. 

And your lawyar bas been in contact with hia? 

Yes. 

Has he indicated one way or the other whether or not they 

would be interested in leasing? 

Yes, he has. 

But you're still. waiting - 

We're stil.l waiting on it. 

where is Georgia Blswick Blankenship? 

She's in a nursing home and we're in the process of 

approaching re.latives to have them appointed as a 

guardian for her • 

Have some of her relatives signed leases? 

Yes, they have. 

Assuminq you can find one or more relatives who would be 

willing to serve as guardian would you anticipate 

following the same procedure that we have followed in the 

past w~th Hatthew Deskins, for example, and anticipate 

followinq with Sarah Hullins? 

Yes . 

And if not, do you undarstand that there is a procedure 

where an oil and gas operator could petition the court 

absent cooperat~on to have a guardian appointed? 

Yes , we do • 
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1 

2 

3 

4 

5 

6 

7 

Q. 

A. 

would you request that the Board in poolin; this unit 

utilize the option four which was used in the DeskinS 

situation -- franklY it was used, I think, in three units 

that Matthew was in -- as a mechanism to fairly address 

the election rights of the two lllinor children here and of 

the adult? 

Yes, we would . 

a HR. SWARTZ : Tbat's all I have. 

9 HR . CHAIRMAN: Any ques·tions, members of the Board? 

10 HR. McGLOTHLIN: Mr. Arrinqton, the lady in the nurstng home, 

11 why would she need a quardian? 

12 THE WITNESS: She is bot: competent. she's been 1n the nursing 

13 home for several years . 

14 HR . McGLOTHLIN: Non compet:ent by whose standards? 

15 HR . SWARTZ: well, let • s put it this way. Tbe land people who 

16 

17 

1B 

19 

20 

21 

22 

2J 

24 

2!i 

have -- I don't want to call someone competent or not 

competent. I clon • t th~ that • s our function. The land 

people who have been tracking these folks d.own feel very .. 
uncomfortable trying 'tO obtain a lease from this woman 

and feel that it mi ght not: ultimately be valid. I think 

it is prudent under those circumstances to let a court 

determine whether or not -- she obviously could object to 

this . But let a court determine whethe.r or not she needs 

ass1stance in managing her affairs . You occasionally 

come across p eople that you are very concerned that you 
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may obtain their sicp1ature on a doCWDent but there is no 

2 capacity or ability to understand what's voiD; on. ADd 

3 that • s the concern here. we are not sayioc;r that we know 

4 one way or the other whether or not abe has the capacity 

5 to enter into a contract, but we have s19Qificant 

& reservations and fee~ that it needs to be addressed 

7 appropr1ately. 

8 HR. CHAIRMAN : Other questions? 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

EVANS: I have a questaon. Mr. swartz, was this or19ina~ 

pooling only under Oakwood I or was it Oakwood I and IX? 

SUARTZ: It was oakwood II . It was pooled as a short hole 

active gob unit 1D september of last year. 

CHAIRMAN: The elect1on options would then only 90 to 

those affected parties as you mentioned be.re today - the 

changes in the affected parties? 

SWARTZ: Yeah . 

BVANS : The ori9ino~ elections will stand 

SWARTZ: Right. The 9 point one, two and three options of 

the standard order which we see from the AG and the Board 

would be ln here and apply to everyone except -- and I 

th.1.n.k we probably would need to do what we did before and 

let that 9.4 -- tbe option four example that I vave you 

th:u morninq. We probably need to say election rivhts of 

minor children and name the two of theJII and of Georqia 

Elswick as well so that the other people know that it 
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2 

doesn • t apply to theJII and these folks know that this 

paraqraph is specifically tailored to their situation. 

3 HR . Hc:GLOTHLIN: When you chanqe the acreage to the individu-

• ala soaebody lost soae and somebody qained so•e? 

S HR . SWARTZ : Uh-huh. 

6 HR . McGLOTHLIN : The people cut off, vill they be allowed to 

7 have an e lection at their new rate? 

8 HR . SWARTZ : Yes . Everyone whose -- there are respondents 

e that we' ve named in this applicat1on who were previously 

to named as respondents and pooled. The reason they have 

" been n8JIIed is their interests changed. so they ara being 

12 re-pooled . so every respondent that we haven't dismissed 

t3 is qoinq to a copy of the order and have a new e~ection 
1
' opt1on . I mean, you need to do that. 

15 
HR . McGLOTHLIN : Also to clarify, the t otal DWE or whatever 

16 we're c:al l 1ng 1t now a days is 98,779 .41? 
I ;" 

HR . SWARTZ : No . 

18 HR . ARRINGTON : No. 

t9 HR. SWARTZ : The t ot al DWE is tJte . . l87 , ooo. But when you put 

20 t .he t o tal costs with reqard to all the units, Kevin, I 

2t think you cooe up with about 916,000 . Take 10 percent of 

~ t hat wblch is the 

2:1 HR . Mc:GLOTHLIU : I s this an existing WH or a new bole? 

24 HR . ARRINGTON : A new well . 

25 HR . CHAIRMAN : Any of the parties that were nued in the 
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origi.nal application whose interests may have chanQed, do 

~hey need to be renamed? 

SWARTZ: I was. just explaining to Kevin that they -- aaybe 

I '11 ask Les this rather than tell you. I' 1~ have hill 

testify. 

(Mr . swartz continues.) Les, did you name as a respond

ent -- and this would be in the two notices of hearing 

name as respondents all people who may previous.ly been 

pooled by the previous order but whose interests chanqed? 

Yes , we did. 

And is it your expectati on having done that that even 

though these respondents who were previously pooled have 

qone ~ough one election option process that they wou1d 

be afforded yet another election opti on now that their 

interest has chanqed under this new poo11ng order? 

Yes, we do . 

Is 1t true that even when peoples interests increase we 

name them as respondents and don't assume they'll. be 

happy? 

Yes . 

CHAJ:R.'UU;: Any o ther questions , members of the Board? 

(Witness stands aside.) 

CHAIRHJUI : Do you have anything further? 

SWARTZ : No. 

EVANS: I move we accept the petition as filed . 
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1 HR. CHAI~: A motion to apProve. 

2 HR. HARRIS: second. 

3 HR. CHAI~: A motion and a second. AnY further 

4 discussion? If not, a11 in favor siCJD!fY by sayino xes. 

5 (ALL AFI'IRK. ) Opposed say no. (NONE.) It's a unanimous 

6 approval. Thank you. 

7 

8 

9 

10 

11 

12 

13 

15 

I ll 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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4 
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6 

7 

8 

!I 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

ITEM 'III 

CHAIRMAN: The next iteJ:~ on the aQenda is a petition for a 

well location exception from Equitable R.esources BXplora

tlon for V-2373 . We 1 d a.sk the parties that wish to 

ad.dress the Board in this matter to come forward at this 

ti.ale. Before I call the docket nUIIber I believe that you 

requested to qo with Item VII, is that correct? 

KAISER: That • s correct, Hr. Cbai.rlllan. We 1 d like to 

switch -- with your pe.rJDission switch the ordar of It&IIIS 

VII and Item V. 

. CHAIRMAN : okay. I • ll 90 ahead and call Item vn, a 

petition for poolinq of drilling unit V-2373, Docket 

n\Il:lber VGOB-94 / 01/18-0434 continued from January. This 

is Item VI1 on today• s agenda. I • d ask the partias to 

identlfy themselves, please . 

KAISER : Jim Jtaiser represent.inQ Equitable Resourcas 

Explorauon. our witnesses in this particular matter 

will be Hr . J . W. Griffith and Hr. Bob Dahlin . I ' d ask 

that the w1 tnasses be sworn at this time. 

OURT REPORTER: (SWears witnessas . ) 

R . CHAIRMAN : Are there any other parties that wish to 

2l add.reos the Board in this mattar? The record will s bow 

24 that there are none. You may proceed. 

23 
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2 JAMBS W. GRIFFITH 

3 a witness who, after havin9 been duly sworn, was exami.ned and 

4 testified as follows : 

s 

G 

7 

DIRECT BXAMlNATION 

8 BY HR . KAISER : 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

10 

Q. 

A. 

Q. 

A . 

Q . 

A. 

Q. 

A. 

State your name for the record, please? 

James w. Griffith. 

And you're employed by whom and in what capacity? 

Equitable Resources Exploration as a land man . 

Do your responsibi~it1es include lands involved here and 

10 the surroundin9 area? 

Yes, they do . 

Have you ever testifl.ed before the v1r91Dia Gas and Oil 

Board and have your qu~ifications been previously 

accept.ed by the Board as an expert witness? 

Tllat.' s correct . 

~ HR. RAISER : At this time we'd move that Hr. Griffith be 

21 accept.ed as an expert. witness. 

22 HR . CHAIRMAN : All right. 

23 Q . 

24 

25 

(Hr . Kaiser continues.) Are you familiar with Equit

able's appl1cat.1on f or the establishment of a dr1llin9 

un1t. in the poolin9 order for BRSX well number V-2373 
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3 Q. 

4 

5 A. 

6 Q. 

7 A. 

8 Q. 

9 

10 

11 A. 

12 

13 • 14 

15 

16 

17 

18 

19 

~ 

21 

22 

23 

24 

2.5 

• 

dated December 20th, 1993? 

Yes, I am. 

Has EREX applied for a permit and is a permit now pendiD.g 

before the DHHE? 

That • s correct. 

When was that permit dated? 

January lOth, 1994. 

Is Equitable seeking to force pool the drilling ri;hts 

underlying the d.r1.l.li.Dg an.d spacin9 unit as depicted in 

EXhibit A of the application? 

Yes, they are. 

Does Equitable own drilling rights in units involved 

here? 

Yes, they do. 

Does the proposed unit depicted in Exhibit A include a1l 

acreage within 2.64 0 feet, that is a 1,320 foot radius of 

proposed well V-2373? 

Yes. 

What is the interest of Equitable in the unit? 

Tbe interest is 97.94 percent . 

Are you familiar with the ownership of drilling rights of 

parties other than Equitable underlyin; this unit? 

Yes , I am. 

And ~hat is that interest? 

2. 0594 parcent . 
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1 Q . 

2 A . 

3 Q. 

" 
s 

6 

7 A. 

8 Q . 

9 

10 

11 A. 

12 Q. 

13 

14 

IS A . 

16 Q . 

17 

18 A . 

19 Q . 

20 

21 

22 

2J A. 

24 

25 

Are all unleased parties set out at aaended Exhibit B? 

Yes , they are. 

Prior to filing the appl i cation were efforts made to 

contact each of the respondents and an attempt made to 

work out an agreement regarding the development of units 

i nvolved? 

Yes, they were. 

Subsequent to the f i ling of the application have you 

continued to attempt to reach an agreement with respond

ent s listed at Exhibit B? 

Yes, we have. 

As a r esult of these effo~s have you acquired other 

leases from any of these respondents listed at Exhibit B 

as unleased owners? 

Yes, we have. 

Would you please submit a revised EXhibit B to the Board 

at this time? 

Yes , sir. (Pause.) 

Hr . Griffith, would you indicate for the Board the 

additional l~ases that have been taken since the time of 

the application, that is the changes that are reflected 

in the r evised Exhibi t B? 

Yes. on Paqe 2, Ida Buchanan and Robert Edward Buchanan 

and Kristi Buchanan at the very bottom of Page 2. on 

Paqe J at the top , Ester Marie Buchanan, Roberta Eugena 
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Buchanan and at the bottom Ida Buchanan. on Pave 4 at 

2 the top, Robert Edward Buchanan and Kristi Buchanan, 

3 Bster Marie Buchanan, Roberta SU;ena Buchanan. 'l'hat' s 

4 it. 

5 MR . JtAISER: Kr. Chairman, was everybody able to vet those 

6 

7 

8 Q. 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

:n 

2 1 

22 

:n 

2~ 

23 

c.hanqes? 

CHAIRMAN : I think so. 

(Mr. KalSer continues . ) Mr. Griffith, were any efforts 

made to determine if the 1Dd1v1dual respondents were 

livinq or deceased or their whe.reabouts and if deceased 

were efforts made to determine the names and addresses 

and whereabouts of successors to any deceased individual 

respondents? 

Yes. 

were reasonable and diliqent efforts made and sources 

che cke d t o identi £y and locate these unknown heirs, to 

1nclude primary sources such as deed records , probate 

records , assessors records, treasurers records and 

secondary sources such as telephone directories, city 

directories , family and friends? 

Yes . t here were . 

ln your pro!ess1onal opinion was due diliqence exercised 

to locate each of the respondents named herein? .. 
Yes . 

Are the addresses s et out in revised Exhibit B to the 
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2 A. 

3 Q. 

4 

5 

6 

7 A. 

8 Q. 

9 

10 

11 

12 A . 

13 Q • 

14 

15 

16 

17 

10 A . 

1!) Q . 

20 

21 A . 

22 Q. 

23 A. 

24 

25 Q. 

application the last known addresses for the respondents? 

Yes. 

With the exception of those parties which you are here by 

dismissin9 from this proceedinq are you requestinq this 

Board to force pool all other unleased interests listed 

at EXhibit B? 

Yes , we are. 

Does Equitable seek to force pool dr~ling rights of eacb 

individual respondent if living and if deceased the 

unknown successor or successors to any deceased individ

ual respondent? 

Yes. 

Is Equitable seeking to force pool riqhts of the person 

des iqnated as trustee if actinq in the capacity of 

trustee and if not actinq in sucb capacity is Equitable 

seekinq to force pool the drilling ri;bts of the success

or of sucb tru.stee? 

Yes. 

Are you familiar witb the fair market value of drillin9 

r i qhts in uni~s here o.nd in the surrounding area? 

Yes, I am . 

Woul d you advise the Board as to what those are? 

A five dolla.r bonus , five year primary term with a one

eiohth royalty . 

Dl d you qain your familiarity by acquirin9 oil and qas 
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. 
Q. 

leases and other agreements involvinq the transfer of 

dr:Ul1ng r1gb~s 1n uni~s involved. here and 1n the 

surrounding area? 

Yes . 

In your opinion do the terms you've testified to repre

sent the fair market value of and a fair and reasonable 

compensation to be paid for drll.linq rights within this 

uniU 

Yes , they do . 

As to the respondents who have not voluntarily agreed to 

pool do you recommend that the respondents listed who 

remain unleased be allowed the following options with 

respect to their owner:ohip interests within the unit; 

one, participation. Two, a cash bonus of five dollars 

per net mi neral acre plus a one-eighth of eight-eighths 

royalty. Three , in lieu of cash bonus and one-eighth of 

eigbt-eiqhths royalty a share in the operation of the 

well on a carried basis as a carried operator under the 

followlnq conditions : such carried operator shall be 

enti tled to the share of production from the tracts 

pooled accruing to hi s interest exclusive of any royalty 

or overri ding royalty reserved in any leases, assignJDents 

t hereof or agreeme.nts relating thereto of such tracts but 

onl y after the proceeds allocable to bis share equal A) 

J OO percent of the share of such costs allocable to the 
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2 

3 

5 A. 

6 Q . 

7 

8 

9 

10 

11 A . 

12 Q . 

13 

1• A. 

15 Q . 

16 

17 

18 

10 A . 

20 Q. 

21 

22 A . 

23 Q. 

24 

25 

interest of a carried operator of a leased tract or 

portion thereof or B) 200 percent of the share of the 

costs allocable to the interest of the carried operator 

of an unleased tract or portion thereof? 

Yes . 

Do you recoJIIIDend that the Board's order provide th.at 

elections by a respondant be in writino and sent to the 

applicant at Equitable Resources Exploration, P.O. Box 

1983 , Kingsport, Tennessee, 37662-1983, attention Dannis 

a. Baker , Requlatory? 

Yes . 

Should thi s be the address for all communications with 

the applicant s concernino the forced poolino order? 

Yes, 1t should . 

Do you r ecommend the force poolino order provide that if 

no ~tten elect ion i s properly made by a respondent then 

such r espondent shall be deened to have elected to cash 

r oyal t Y opt ion in lieu of parti cipation? 

Yes. 

Should t he unleased respondents be oiven thirty days from 

t he date of the order to file a written election? 

Yes. 

I f an unleased respondent elects to participate should 

that respondent be gi ven 45 days to pay applicant for 

respondent's proportionate snare of well costa? 



• I A. 

2 Q. 

3 

4 

5 A. 

6 Q. 

7 

8 

g 

10 

11 A. 

12 Q. 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

Yes . 

Does the applican~ expec~ the party electiD9 to partici-

pate to pay 1n advance that partY's share of cQIIPleted 

well costs? 

Yes. 

Should the applicant be a1lowed 60 days fol~owing the 

recorda~ion date of the order and thereafter annu~y on 

that da~e unti~ production is achieved to pay or tender 

any cash bonus becomino due under the forced pooling 

order? 

Yes . 

Do you recommend the force pooling order provide that 1£ 

a respondent elec~s to part~cipate but fails to pay 

respondent's proportionate share of well costs satisfact

ory t o applicant for payment of well costs then respond

ent 's election to participate shall be treated as 

having bee.n withdrawn and voi d and such respondent shall 

be treate~ just as if no 1ni~ial election bad been f~ed 

under the f orce pooling order? 

Yes . 

Do you recommend the force pooling order provide that 

where a respondent elects to participate but defaults in 

reqard to the payment of well costs any cash BWD becoming 

payable t o such respondent be paid within 60 days after 

the last date on which such responde.nt could have paid or 
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3 

4 

5 

6 

; 

8 

9 

10 

11 

12 

13 

14 

15 

16 

A. 

Q. 

A . 

Q. 

A. 

made satisfactory arranqements for the payment of well 

costs? 

Yes. 

Do you recommend the force poolinq order provide that if 

a respondent refuses to accept any payment ~ue includinq 

any payment due under said order or any payment of 

r oyalty or cash bonus or said payment cannot be paid to a 

part y for any reason or there is a tiUe defect in a 

respondent's i.nterest that the operator create an escrow 

account for the respondent's benefit until the money can 

be paid to the party or until the title defect is cured 

to the operator's satisfaction? 

Yes, I do . 

Who should be named operator under the force poolinq 

order? 

Equ~toble Resources Exploration . 

17 HR . KAISER : That's all the questions I have for this witness, 

18 Hr . Chairman . 

19 HR . CHAIRMAN : Questions, members of the Board? 

20 (Wil:ness stands aside.) 

21 HR . CHAIRMAN : call your next wi tness. 

22 HR . KAISER : our next witness will be Hr. Dahlin. I believe 

be 's been sworn . 

24 

25 

66 



• 

• 

• 

ROBERT A. DAHLIN, II 

2 a wicness who, after havinq been previously sworn, was 

3 examined and testified as follows: 

4 

5 

6 

DIRECT EXAMINATION 

7 BY HR. KAISER: 

8 Q. 

9 A'. 

10 

11 

12 

13 

14 

15 

IS 

17 

18 

19 

2l 

21 

22 

23 

24 

2:5 

State your full name, please, sir. 

Robert A. D~lin, II . 

And you're employed by whom and in what capacity? 

I'm elll}:-loyed by EREX as an operations specialist. 

Have you testHied before the Virginia Gas and ou Board 

and have your qualifications as an expert witness 

previously been accepted by the Board? 

They have. 

KAISER: I ask that Mr. Dahlin be accepted as an el(pert 

wicness at this time. 

CHAIRMAN : Wi thout objection. 

(Kr . Kaiser continues.) Do your responsibilities include 

the l and involved here and in the surroundinq area? 

Yes, they do. 

Are you familiar with the proposed exploration and 

developQent of units involved here under the applicant's 

proposed plan of development? 

Yes , I am . 
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Q. 

A • 

Q. 

A. 

Q. 

A. 

Q. 

A • 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q • 

What is the total depth of the proposed initial wall 

under that applicant's plan of devalopmant? 

1.250 feet. 

Is that depth consistent with the wall work permit to 

include the formations with the well wor.k pemit that • s 

now before the DHHE? 

That's correct. 

Would you list those formations? 

Those are the Devonian Shalls, Burea, Weir, Big Li.JDe, 

Raven Cliff, Maxon, Clevland Shalls and SUDberry Sballs . 

Will this be sufficiant to penetrate and te.st the co11111on 

sources of supply in the subject formatio.ns? 

Yes, it will. 

Is the applicant requesting the force pooling of convan

tional gas reserves not only to include the dasignated 

formations but any other formations excluding coal 

formations which may be between those formations de

siguated from the surface to the total depth drilled? 

Yes. 

What are the estimated resarves of this unit? 

500 million cubic feet . 

Are you familiar with the well cost for the proposed 

initial unit well under applicant's plan of devlllopment? 

I am. 

Has an AFS been prepared, reviewed, signed and submitted 
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21 
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23 

• 

to the Board? 

It bas. 

Was the AFE prepared by an engineering departaent 

knowledgeable in the preparation of APBs and knowledge

able in regard to well costs in this area? 

It was . 

Does this AFE represent a reasonable estillate of the well 

cost for the proposed un1 t well und.ar applicant • s plan of 

development? 

Yes, it does . 

What are the dry bole costs? 

Dry hole costs are 5140,650. 

And the completed well cost? 

$258 , 150 . 
' . 

Do these costs anticipate a multiple co~letion? 

Yes, it does . 

Does tb~ AFB include a reasonable cbarqe for aupervision? 

Ye&, i t does . 

Hr . Dahlin , in your professional opinion will the 

qrant i ng of tbe application be in the best inte.rest of 

conservation , prevention of waste and protection of 

corr elati ve riqhts? 

Yes , s1r , i t will. 

KAISER : I have no further questions of this witness, Hr. 

Chainan • 
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1 HR. CHAIRMAN: Questions, 118111bers of the Board? 

2 HS. RIGGS : I thought I beard you say that in the event one 

3 elects to participate -- what was the tille frue you c;rave 

4 them for exercising elections? 

5 HR. CHAIRMAN: 60 days. 

6 HS. RIGGS: It differs fro.a what our standard order is which 

7 is wby I 'm asking. 

8 HR. KAXSER: 45 days . If the unleased respondent elects to 

9 participate should that respondent be CTiven 45 days to 

10 pay their proportionate share. Is that not in accordance 

11 with the statute? 

12 HS . RIGGS: I think the way the standard order reads is a 30 

13 day -- are you seaking somethinc;r different than what the 

14 Boa.rd' s standard ordar reads is what I'a asking? 

15 HR . KAISER: No, we're not. 

16 HS. RIGGS : Which is a 30 day period. I heard a referanee to 

17 an annual pe,riod, I think, that they had to pay within 

10 so many days and then annually? 

10 HR. KAISER: The question -- if what we•ve asked is not 

~ consistent with the standard Board order then I would 

21 li~e to amend the question to reflect to be in accordance 

22 

23 

2-1 

25 

with the standard Board order . The question we asked was 

whether or not if an unleased respondent elects to 

participate should that respondent be given 45 d.ays to 

pay the applicant for the respondent's proportionate 
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25 

• 

share of well costs. In other words , come up with their 

share of tbe cost in electin; to participate. And then 

the next question is does applicant except tbe party 

electin; to participate to pay in a.dvance. Tbe answer to 

that is yes . And then tbe next question, which I think 

you're referrin; to, should the applicant be allowed 60 

days followin; the recordin; date of tbe order and 

thereafter annually on that date until-production is 

achieved to pay or tender any casb bonus bec0111in; due 

under the order . 

RlGGS : Oh, tender the casb bonus . 

KAlSER : Ri;ht. 

RlGGS: Okay • 

CHAIRMAN : Any other questions? 

(Witness stands aside . ) 

CHAIRMAN : call your next witness. 

KAISER : I have no further witnesses . 

CHAIRMAN : Do you bave anytbin; further? 

KAISER : No , not at t his tillle. 

EVA!IS: I have a question . What • s the distance to V-2707? 

DAHLIN: This well is also on the (Inaudible.} bearin;s. 

I t's not a leoal l ocation currently. 

EVANS: This is not a le;al location? 

DAHLIN: That's correct . 

CHAIRMAN : That 's wby they're comin; back to Itea v on 
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the aQenda and ask1DQ for a location exception for the 

2 same well . 

3 HR. DAHLIN: RiQbt. 

4 HR . EVANS: Just as a matter of my own personal information, 

S why would you pool something prior to bavinq a leqal 

6 location? Why not get a leqal location first and then 

7 pool it afterwards so that you don't cbanqe anytbinq? 

B suppose for some reason somebody would object to -- it 

9 see!IIB to me to be puttinq the cart before the horse as 

10 far as 

n HR . IUUSER: we wanted to force pool the unleased interests 

12 before we sought the variance. 

13 HR. EVANS: I understand why you would want to do that, but if 

14 the variance is not qranted and you move this well that 

1 ~ kind of neqotes thot forced poolinq order. 

16 HR. RAISER : As Hr . Dahlin is statinq, currently we don't 

17 have t he riqht to drill it. so --

10 HR . DAHLnl : It 's kind of wash either way. If we don't 

10 receive the riqbts to drill the well we can't drill it 

~ either . so 

21 HR. SVANS: It's just that in this case it may not matter, but 

~ as n -- just for my own oratification and notification 1 

2J 

24 

2S 

just don 't understand why you wouldn't have a location 

exception first to make sur e that the area you're talltinq 

about doesn't change and negate--
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KAISER : In other words. it's to keep fr011 bavin9 to co11e 

back and forth to pool it afJaiD . 

EVANS : Uh-buh. And do all of your homework a9ain because 

the location ' s cban9ed. 

KAISER : I tb.in.k probably in this case -

EVANS: I don' t know what the upshot of it is. Like I 

s a id, in this case it may not matter that mucb. But I 

d on • t want to end up feeling pressure d because a forced 

pool in; order bas already b een issued. :I don • t want to 

make a lot of 

!lAHLIN: rn this particular s ituation. as you'll see in 

the subsequent testimony, if we can • t drill it right here 

we can't drill it. so it really didn't make any differ

ence t o us. I mean, if we do.n• t qet the force poolin9 at 

tbis point and you don ' t ~Jive us the variance -- either 

one of them is qoinq to prevent from drilling this well . 

EVANS : Like I said , in this instance it may not matter. 

DAHLIN : Right . 

EVANS : But in some other instances it may where you have 

-- you can d.o it however you want to. put it uP on the 

docket and brinq it before us and whatever else and. like 

I s aid, 1n thi c case it probably doesn't matter that 

much . But in other c ases it would matter to me. I don't 

want t o end up wasting the Board's time on s omethin9 t hat 

-- because o f another --

73 



• 

• 

• 

1 HR. KAISER: And in the future we'll certainly talte that into 

2 consideration. 

3 HR. EVANS: Like I said, in this case it may not be material 

.. since 1 t doesn • t appear that we have anyone that's here 

5 to object o~ whatever e1se. And you may have real good 

& reasons for this location if you can't dril~ it anywhere 

7 else. 

8 HR. KAISBR: I think probably in my expertence this 11ay be the 

9 first time where we've sought both a forced pool.ing and a 

10 variance on the same well on the sue day. 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

HR . 

HR. 

HR • 

HR. 

CHAIRMAH: Anytbinq further? 

McGLOTHLIN: I move we acceet the eetition as filed. 

HARRIS : Second . 

CHA.IRKAN: A motion to aeerove. a second. FUrther 

discussion? If not. all in favor siqnifY by sayino yes• 

!ALL AFFIRM . ) Opposed say no . (Evans votes no.) 
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:ITBK V 

2 

3 HR . ~: The next item on the ac;renda is Item V on the 

4 Board's docket, a petition for a well location exception 

5 from Equitable Resources EXPloration for V-2373 . This is 

6 docket number VGOB-94/01/18-0432. We'd ask the parties 

7 that wish to address tbe Board in this matter to com.e 

8 forward at this time. 

9 HR. KAISER : J1m Kaiser on l:leb.alf of Equitable Resources 

10 Exploration. Kr. Cbairllan and meml:lers of the Board, our 

11 

12 

wimesses in this matter wi.ll be Hr. Don Hall and ag·ain 

Kr . Bob Dahlin. Kr. Hal~ bas not been previously sworn. 

13 so I'll ask that he be sworn at this time • 

14 COURT REPORTER : (Swears witness.) 

15 ~: We ' ll just remind Hr. Dahlin that be's 

16 previously been sworn and accepted as an expert witness. 

17 

18 DON C. HALL 

19 a w1tness who, after havinc;r been duly sworn. was examined and 

~ testif ied as follows : 

2 1 

22 

23 

24 

23 

DIRECT EXAMINATION 

Y HR . KAISER : 

would you s tate your full name for the Board, please? 
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1 A . 

2 Q. 

Don c . Hall. 

You are employed by whom and in what capacity? 

3 A. Equitable Resources Exploration as a district lan.d man. 

4 Q . Have you qual1.f1cat1ons as an expert witness previously 

5 been accepted by the Board? 

6 A. Yes , si.r. 

7 HR . KAISER : Itt . Chairman, I'd like to offer Hr. HAll as an 

8 expert witness at this time . 

9 HR. CHArRKAN : Without objection. 

10 Q . 

11 

12 A. 

13 Q . 

14 

15 A. 

16 Q. 

17 

18 A . 

19 

20 Q. 

21 

22 

23 A. 

24 Q . 

25 

(Kr . Kaiser continues.) Do your responsibilities include 

the lands i nvolved here and in the surroundinq area? 

Yes , they do. 

Are you familiar with the application for location 

exception t o .well V-2373 and the relief requested? 

Yes, sir. 

Rave al l 1nterested parties been notified as required by 

sect1on 4B of the Vi.rq1nia Gas and 01.1 Board regulations? 

Yes . Di ane Davi s has received copies of the certi.fied 

ma.ll inqs by a lett er dated December 20th, 1993. 

Does the mental entry sheet attached to the application 

s ubmi t t ed t o the Boa.r d accurately depict the ownership of 

the oil and qas underlying well V-2373? 

Yes. 

Are all these t racts covered by an oil and qas lease 

and/ or have all these t r acts been force pooled and does 
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• 2 A. 

3 Q . 

.a 

s 

6 Q. 

7 

8 

9 A' . 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

11) 

20 

21 

22 

23 

24 

23 

• 

BRBX have a workinq int~rest covering these tracts? 

Yes . 

Does ERRX operate or have an ex.istinc;r perJiit to operate 

the reciprocal wells, namely V-2707? 

Yes . 

Hr. Hall, have you personally conducted a physical 

inspection of the proposed location that is the subject 

of this request for a location exception? 

Yes, I have . 

KAISER: At this time, Hr . Chai.rlllan, I'd like to move the 

introduction of Exhibits A and B which will assist Hr. 

Hall in bis testimony as to the reasons we • re requesting 

this . Exhibit A is a rather bic;r exhibit and probably 

rather than c;rivinc;r you each a copy 1 may just 9ive three 

or four copies and people can look on them toc;rether, 1f 

that's okay? 

CHAIRMAN : That ' s fine with me . If anyone wants an 

indi v1dual copy so stipulate. (Pause. ) 

(Hr . Raiser continues.) Hr. Hall, based upon your 

personal physical inspection of the site and the exhibits 

that have been introduced to the Board, that beinc;r 

Exhibit A and Exhibit B, would you sUllllllarize for the 

Board the reasons that ERE% is see.kinc;r to drill well v-

2373 at the requested location? 

As you can see on Exhibit A, our closest reciprocal well 
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• 2 

3 

• 
5 

6 

; 

8 

9 

10 

11 

12 

13 • ,. 
IS 

IG 

17 

18 

10 

20 

21 

22 

23 

24 

2!i 

• 

is 249952 which is 2707. In Sxhibit B the area that•a 

outlined in yellow is the area in which a le;al location 

could lle achieved . The red area to the north of that 

exblbi t, as you see, is Route 58 which goes lletveen 

coellurn and st . Paul. That area ouUined in yellow 

depi ctinq the areas in which a leqal location could lle 

achieved, if you notice from the top of that rid;e north 

toward Route 58, about two-thirds of that area bioh

lighted 1n yello~ lies north of the ridge. All of that 

area north of the ridge is very, very steep and any 

d.isturllance or anything that might happen on top of that 

r~dge could very easily end up on Route 58. So we 

consider that a safety problem from the standpoint of 

dr1ll1ng on top of the ridge or on that side of the 

r i dQe . If you'll notice, the contours on this 400 topo 

are 10 foot intervals and a large portion of that block -

- ~bat ' s so s teep that they were not alllo to even get the 

1ntermediate contours in between the heavy contours. so 

thi s 1s a ve ry, very steep area and it's not that far off 

to Route 58 and we just feel like it's not a safe area to 

try t o bu1ld a locat1on on that side of the road. on 

t he south side of the r ood which is about one-third of 

the window 1s al so very steep. The location itself is in 

a more l evel oren on out of the window, but as you ;o up 

that hill -- this map probably d.oesn • t accurately depict 
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2 

3 

" 
5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

bow steep it is . There 1& also about an civbt foot reign 

running up the right-band side of that window which would 

be bard to manage if we got up into that section of the 

legal location window. In addition, those side slopes 

are s o steep that it would just be -- it would be bard to 

effective ly manage the soil and erosion controls that we 

would need in that area. In addition , if we tried to get 

up into that wi ndow we would have to build about another 

quarter mi~e of access road up the hollow crossin; the 

creeks up in there about two times and then back into the 

wi ndow. And the road itself would create a bunch more 

disturbance and more area to try to •aintain control of 

the e r osi on end so forth . We just feel like that this 

l ocation -- the access road coming to the locatio.n will 

jus t come strai oht up the hollow into the location 

running i n a south westwardly direction. If we were to 

q o i nto tbe "lndow we' d have to go on up into the hollow 

and t hen bac lt up on the hill to the window. But it's 

just strai ght up and down on the side of that hill and 

i t 's )ust physically almost impossible to build a 

l ocat1on t her e . 

~ n . McGLOTHLI N: Hr . Hall, would you give me a little bit more 

2l 

2.1 

25 

deta l l on where t hi s l ocation is on Route 58? 

HALL : Just a£te r you cross -- let's see. It's about -

McGLOTHLIN: I s i t a t t he end of the four-lane? 
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1 H.R . BALL: Yeah. near the end of the four-lane. 

2 H.R . HcGLO'niLIN : GoLn!J into Coeburn? 

3 HR . HALL : R.19ht. 

• HR. DAKLrN : Just after you cross t.hrOUIJh the !Jap. 

s HR. HALL : Just after you cross throu!Jh the oap ooing into 

6 coeburn. If you're cominq froa st. Paul it's on your 

7 riqht. If you' ve ever driven by there and looked up you 

8 can see what I'm ta1 kino about . 

9 KR. HcGLOTHI.IN : Thank you. 

10 KR . CHAIRMAN : Other questions? 

11 HR . EVANS : I have one. P-344 , where•s the access road for 

12 that well? 

13 HR . BALL: It comes up -- I believe it comes up that hollow to 

14 the north of it there . Yes. l th1.nk that's cal.l.ed 

IS Markham Road . You would cross a railroad track, as I 

16 recall , down on 58 when it's a two-lane and we come up 

17 the hollow there. You • 11 s ee the hoHow due north -

18 H.R . EVANS: I'm with you. 

19 HR . HALL : come up that hollow and switch back over into it. 

~ I believe that ' s the way the access comes for that. I 

21 

22 

23 

haven't been t o the l ocation in some time. I can't 

real ly remember for sure. but I t hink that's the way it 

~omes t o 1t. 

24 HR . EVANS : Does that rood continue on and then hook up on the 

s outh s i de anywhere? 
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MR . HALL : To that ridge top? 

2 HR . EVANS : Uh-huh . 

3 HR . HALL : It doesn't connect that way, but i.JUtially when we 

were lookinQ at a location on top of that ridge before we 

determined that it was qoinq to be too steeped we looked 

a t runninQ that ridqe through there and you have the sue 

problem with buildinq the road. Once you get out there 

cominQ down that very narrow ridge you have the same 

problems bu1ld1nq a road along that rid;e as you would a 

loca t1on. we looked at comin; 1n that way, thouqh, when 

we initially looked at a leQal l ocation on top of that 

ridge. We've l ooked at several a l ternates in this window 

area and they ' ve all been just not feasible to pursue • 

.a 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2' 

25 

EVANS : What scale is this, one to 400? 

HALL : -4 00 . 

EVANS: You're talltinq about a fair to middle chunk of 

road coainQ out throuqh there? 

HALL : Right . The road that comes up to the location of 

2373 i s partially exiotinq now also. 

EVANS : Oh, okay . 

HALL : The road that we're planninQ on using coming up in 

there . 

CHAIRMAN: Other questions? 

HcGLOTKLtN: Hr. Hall , how much site preparation on 2373 

at your proposed location are you talking about? 
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1 MR. HALL: Size wise? 

2 MR. McGLOTHLIN: You're saying it's steep on either side. 

3 W.hat • s going to be your plan on the south side? 

4 MR. HALL: We'll have less of a steep area, less of a slope 

s and less area below it for anything to filter off in. We 

6 

7 

will just be constructing it with our normal erosion 

sediment control plans and so forth as depicted in the 

8 operations plan of the pe.rmit application. That area 

9 

10 

11 

12 MR. 

13 HR • 

14 

IS HR . 

16 

17 

18 

10 

20 

down there is not nearly as steep as the window area and 

there will be less high wal~ and less of a slope to 

manaqe . 

CHAI:RHAN: Other questions? Do you have anything further? 

KAISER : Nothing further for Hr. B.all. 

(Witness stands aside.) 

KAISER: I do have another witness in this matter, Hr. 

Dahlin , and I • d like to call hilll at this time. Hr. 

Dahlin, I'll remind you that you are still under oath. 

ROBERT A. DAHLIN, II 

21 a witness who, after having been previously sworn , was 

22 examined and test1f1ed as follows: . 

24 
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DIRECT EXAMINATION 

2 

3 BY HR. KAISER: 

4 

5 

6 

7 

8 

9 

10 

11 Q. 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

21 

22 

2l 

24 

25 

would you state your name and qualifications once aqain 

for the Board? 

My name is Robert A. Dahlin, li and I'm employed as an 

operations specialist with ERE%. 

KAISER: I • d once aqain like to move Hr. Dahlin as an 

expert in this matter. 

CHAilUQN: He's previously been accepted. 

(Hr. Iaiser continues. ) In the event this location 

exception is not qranted and the we11 is not dr111ed can 

you project the estimated loss of reserves? 

Yes, sir. The reserves we've assiqned to this drilling 

are 500 million cubic feet. 

Should all formations from the surface of the qround to 

the total depth drilled, being 5,250, feet be covered by 

any order issued by the Board? 

Yes, sir. 

In your professional opinion are there any other feasible 

locati ons which allow well number V-2373 to be drilled 

without requiring an additional location exception? 

No, tbQre are uot. 

In your opinion will the qranting of this location 

exception be in the best interest of preventing waste, 
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2 

3 

4 A . 

protecting correlative rights and maximizing recovery of 

gas reserves underlying v-2373 and best promote public 

safety? 

Yes, it will. 

5 HR. KAISER: I have no fu.rther questions at this time for thi.s 

s witness. 

7 HR. 

8 

9 HR . 

10 HR . 

11 HR . 

CHAIRMAN: 

CHAI:RKAN: 

KAISER: 

CHAIRMAN : 

Questions, members of the Board? 

(Witness stands aside.) 

Do you have anything further? 

Nothing further. 

What's your pleasure? 

12 HR . EVANS : Hr . Chairman, I move that we qrant their petition 

13 for a location exception for this wel.l. 

14 HR. CHAIRMAN : A motion to qrant the location exception. 

15 HS . PRESLEY : I second that motion. 

16 HR . CHAI'RHAN : A motion and a second. Any further discussion? 

17 

10 

10 

20 

21 

If not. all in favor siqnify by saying yes. (ALL 

AFFIRM . ) opposed say no. !NONB.) The motion carries. 

We're going to go ahead and bre3k for lunch now and come 

back at 12 : 30 . 

I An'ER A LUNCHEON RECESS, THE HEJUUNG CONTINUED AS 

22 FOLLOWS: I 

23 ... 
24 
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1 ITSM VI 

2 

3 KR. CHAIIU'.AN: The next. i t.e.m on t:he aqeoda is a peti tioo for 

~be pooling of a dril..li.nq unit from Equi~able Resources 

5 &xplora~1oo f or uni~ v-3106. This is docket ouaber VGOB-

6 94/01 / 18-0433 . We 'd ask the parties ~bat. wi sh to address 

7 ~be Board 1ll this aat~er ~o co11e forward a~ this ~iae . 

8 KR. KAJ:SER : Jim Kai ser of Hun~er, Smith & Davis on behalf of 

9 

10 

• Equi~able Resources Exploration . Hy witnesses in this 

Clatter will be Hr. J.W. Griffith and Bob Dabli.n . 

" R. CHAIRMAN: The record will show there are no other 

12 appearances. Your witnesses are reminded that they've 

13 been previously sworn. 

14 • KAJ:SSR : I'll remind you, Hr. Griffith and Hr . Dabli.n, 

15 

16 

17 

18 

that. you ' ve previously been sworn earlier this morning. 

We ' ll s~art. with Hr. Gri ff1th on this matter . 

JAMES W. GRIFFITH 

19 a w1toess who , after bav1oq been previously sworn, was 

~ _xamlned and test.1f1ed as fol lows: 

21 

22 

23 

DikECT EXAMINATION 

Y HR. KAISER : 

wou ld you please s tate your name aqain and who you are 

as 



• 
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2 A. 

3 

employed by and in what capacity? 

James . w. Griffith , Equitable Resources Exploration as a 

land man. 

4 Hit. CHAIRHAH : we '11 qo ahead and stipulate their qualifica-

5 tions as before. 

6 Q. 

7 

8 

9 

10 A . 

" Q. 

12 

13 A . 

14 Q. 

15 A . 

16 Q . 

17 

10 

19 A. 

20 Q. 

21 

22 A. 

Zl Q . 

24 

2S 

(Hr . Kaiser continues . ) Are you famil.iar with Equit

able' s application for the establishment of dri1linq 

unit and pooling order for ERBX well V-3106 dated 

Decem':ler 20th, 1993? 

Yes, I am. 

Has EREX applied for a permit and is a permit now pendinq 

before t.he DHHE? 

Yes, it is . 

What dat.e was that permit dated? 

January 13th, 1994 . 

Is Equitable seekinq to force pool the drilling r-ights 

underlyinq the drilling and spacing unit as depicted at 

Exhibit A to the application? 

Yes. 

Does Equltable own drilling rights in the units involved 

here? 

Yes , they do . 

Does the proposed unit depicted at Exhibit A include all 

acrea9e within 2,640 feet., that is a 1,320 foot radius of 

proposed well number V-3106? 
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• 1 

2 

3 

" 
5 

6 

7 

8 

9 

10 

, 
12 

13 • 14 

15 

16 

17 

18 

19 

2(1 

21 

22 

2J 

24 

25 

• 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q'. 

A. 

Q. 

Q. 

Yas, it does. 

What is the interest of Equitable in this unit? 

88.06 percent. 

Are you familiar with the ownership of drlllinc;r ric;rhts of 

parties other than Equitable and undarlyinc;r this unit? 

Yes, I aiD. 

And what are those? 

11.94 percent. 

Are a~l ~easeO parties set out at Exhibit B? 

Yes, they are . 

Prior to the filing of the application were afforts made 

to contact each of the respondents and an attempt 11ade to 

work out an aqreement r.lqardinq the development of tha 

units involved? 

Yes, there were. 

Subsequent to the filinc of the application have you 

continued to attempt to reach an aqreement with respond

e.nts listed at Exhilat B? 

we have. 

AD a result of these efforts have you acquired othar 

leases from any of these respondents listed at Exhibit B 

as unleased owners? 

No, we have not. 

Were any efforts made to determine if the individual 

respondents were living or deceased or their whereabouts 
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2 

3 

4 A. 

5 Q . 

6 

7 

8 

9 

tO 

tt A. 

12 Q . 

13 

14 A. 

15 Q . 

16 

17 A. 

18 o. 
19 

20 

21 

22 A. 

2J o. 
2-1 

25 

and if deceaaed were efforts made to determine the nues 

and addresses and whereabouts of the successors to any 

deceased i ndividual respond.ents? 

Yes . 

Were reasonable and diliqent efforts made and sources 

checked to identify and locate these unknown heirs to 

includ.e prillary sources such as deed records, probate 

records, assessors records, trea.surers records, and 

secondary sources such as telephone directories, city 

directorus, faall.y and friends? 

Yes , there were . 

In your professional opi nion was due di~iqence exercised 

t o locate each of the respondents named herein? 

Yes, sir . 

Are the addresses set out in Exhibit B to the application 

the last known addresses for the respondents? 

Yes. 

Wlth the exception of those part1ea which you are hereby 

d1sm1ss1nq from this proceedinq are you requestinq this 

Board t o force pool all other unleased interests listed 

At EXhibit 8? 

Yes , sir . 

Does Equitable seek to force pool 4r1111nq r1qbta of e3cb 

indlvidual respondent i f livinq and if deceased the 

unknown successor or successors to any deceased individ-
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1 

2 A. 

3 Q. 

5 

6 

7 

8 A. 

9 0'-

10 

11 
• 

12 
• 

13 
• 

1.S 

15 

16 

17 

18 

• 

21 

ua~ res pondent? 

Yes . 

I s Equitable seeking to force pool the drilling riqhts of 

the peroon designated as trustee if actinq in capacity of 

trustee and if not act1nq in such capacity is Equitable 

seek~ng to force pool the drilling rights of the success-

or of such trustee? 

Yes, we are. 

Are you familiar with the fair market value of dr1l~inq 

r ights 1n the units here and in the surrounding area? 

Yes . 

Would you advi se the Board as to what those are? 

F1ve dollars per n~t acre bonus, five year pr!Dary term 

Wlth a one- eighth roy~ty. 

Did you gal.ll this fcuuU.arity by acquiring oil and qas 

leases and other agreements involving the transfer of 

dr1l11nq n qhts Ul ~ts :Lnvolved here and in the 

surround1ng area? 

Yes. I did . 

In your opinion do the terms you have testified to 

r epresent the fair market vuue of and the fair and -
reasonab le compensat1on t o be pai d for drillinq rights 

n within thls unit? 

• Yes , sir . 

Hr . Cbal rQan , at this time could I move to 
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2 

~ncorporate ~e ~es~imony re~ardiD~ ~e election options 

avaUable to the respondents in accordance with the 

3 earlier force poolin~ this morning or would you like for 

• me to go through that? 

5 KR. CHAI'RHAN : Tbat•s fine with tbe understandinq that you did 

6 say tbat you did not intend to cban;e tbe existing leases 

7 as in the previous order. 

8 HR . KAISER: Right . Ms . R.iqqs and r talked about that during 

9 break . 

10 HS . IUGGS: we reviewed that . 

11 HR. CHAIRMAN: Okay. That's fine . 

12 Q . 

13 

1• 

15 

16 

17 

18 

19 

20 

21 

22 A. 

23 o. 
24 

2S A. 

(Hr . ttaiser continues. ) Do you reco11111end the force 

pooll.nq order provide that if a respondent refuse.& to 

accept any payment due includin; any payment duo under 

said order or any payment of royal ty or cash bonus or 

said payment c annot be paid to a party for any reason or 

there is a title defect in a respondent's interest that 

the operator create an escrow account for the respond

ent' s benefit un tU the money can be pa.id to the party or 

until the title defect is cured to the operfttor•s 

satisfaction? 

Yes, sir . 

Who should be named the operator under the force pooling 

order ? 

Equitabl e Resources Exploration . 
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' MR . KAl:SBR : That • s al~ I have f or this witness at this tiJDe, 

2 Kr . Chairman . 

3 CHAIRMAN : Any questions, members of the Board? 

4 (Witness st8Jl.ds aside.) 

5 HR . CHAIRMAN : You may c~ your next witnus . 

6 JUUSER : Kr. Dahlin, I ' ll remind you that you are unde.r 

7 oath. Can we stipulate u to his qualifications as an 

8 expert? 

9 KR . CHAIRMAN : Yes. 

10 

II ROBERT A . DAHLIN, II 

12 a w1tness wbo, after havinq been previously sworn, was 

1l exaained and testified as follows: 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

D:rRECT EXAMINATION 

Y KR . IUUSER: 

Are you familiar wi th the proposed exploration and 

development of units i nvolved here under the applicant's 

proposed plan of development? 

I OJD . 

What i s the proposed total depth of the initial well 

unde r the applicant's plan of development? 

S,SOO feet . 

Wil l this be sufficient to penetrate and test the comaon 
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2 A . 

3 Q . 

4 

5 

6 

sources of supply in the subject formations? 

Yes, sir, it wi11 . 

Is the applicant requestin; the force poolin; of convent

ional gas reserves not only to include the desiqnated 

formations but any otber formations excluding coal 

formations whicb may be between those formations desiqn

ated from tbe surface to the total depth dril~ed? 

a A . we are. 

9 Q. Kr. D~in, I • m sorry. can you ;o back and designate 

10 

H A. 

12 

13 Q . 

14 A. 

15 Q . 

16 A . 

17 Q . 

18 

19 A . 

20 Q . 

21 

22 A. 

23 Q . 

24 

25 

those formations? 

The formations are the Devonian Sbel~s. Burea, Weir, Bi; 

Lime, Raven Cli.ff, Maxon, SUDberry and Clevland Shells. 

Will the initial wel~ be at a legal location? 

YeG, it wilL 

What are the estil:lated reserves of this unit? 

Approximately 400 m~llion cUbic foot of gas. 

Are you familiar tbe well costs for the proposed initial 

uni t well under applicant's plan of development? 

I am . 

Has an AFB been reviewed, siqned and submitted to the 

Board? 

Yes , i t has . 

was this AFE prepared by an engineering department 

~~owledqeable in the preparation of AFSs and knowledge

able 1n r eqard to well costs in this area? 
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• 2 Q. 

3 

4 

5 

6 Q. 

7 A. 

8 

9 A'. 

10 Q. 

, A. 

12 

13 • 14 

15 

1.; 

17 

18 

19 

2) 

21 

22 

23 

2.& 

2.5 

• 

It was. 

Does this AFE represent a reasonable estimate of the well 

coats for proposed unit well under applicant's plan of 

development? 

Yes. sir. 

What are the dry bole costs? 

The dry boles costs are $149,900. 

And the cocspleted well costs? 

$ 285,000 . 

Do these well costs anticipate a multiple completion? 

Yes. they do. 

Does the AFE include a reasonable cbar9e for supervision? 

Yes. i t does • 

Hr . Dahlin. in your professional opinion w1ll the 

9rant1.D9 of t .he application be in the best interest for 

conservauon . prevention of waste and protection of 

correlative ri9bts? 

Yes . sir , it would. 

KAISER: That ' s all I have for thi s witness. Hr. Cbair.an. 

CHAIRMAN : QUestions, members of the Board? 

(Witness stands aside.) 

CHAl:R.MAN: Do you have anytbinq further? 

KAISER: Notbinq further at this time. 

McGLOTHLIN: I move that we accept the petition as 

submitted . 
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1 HR. CHAXRHAN : A motion to aPProve . 

2 HR. HARJUS : second. 

3 HR . CHAIRMAN : A motion and a second. AnY further 
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discussion? If not, aU in favor &iSJDifY by saying yes. 

(ALL AFFIRM.) opposed say no. (NONE.) unanilloua 

approval. Thank you. 

94 



• 

• 

• 

ITEM VI.Il: 

2 

3 KR. CHAIRMAN: Tbe next item on t.he agenda the Board calls on 

4 its own motion . This is docket number VGOB-94/02/15-

5 0436 . In this item, for clarification, the Board has 

& already approved t.he pool inc;~ orders . There is however 

7 U1e need -- wa felt like the need to come bac:Jt and 

a further discuss the election options. So the discussion 

o will be narrowed to the election options that wnuld be 

10 afforded to all pooled parties regarding these orders. 

11 we • d ask the parties that wish to address the Board in 

12 this matter t o co=e forward at th1s t1ae. (Pause.) We'd 

13 ask the p arties to identify themselves • 

14 HS. Hcc:I.ANNAHAN : Elizabeth HcClannahan for Equitable . 

15 

16 

17 

18 

19 

2) 
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SWARTZ: Hark swartz for columbia Natural Resources . 

HcCLANNAHAN : I think Tim Scott representing Penn-Virvinia 

was qoinq t o be here also . He's bac:Jt there on the phone. 

CHAIRMAN: We'll take a five minute break. 

(AFTER A BRIEF RECESS, THE REAIUNG CON'I'INUED AS FOLLOWS: 

CHAIRMAN : we • d ask the parties to identify themselves for 

the record , please. I think we got everybody but Tim. 

HcCLANNAHAN : Yeah. 

SCOTT : T i m Scott for Penn-Virginia Resources Corporation. 

CHAIIU1AN : The Board wllllts to hear 1n this matter arqu~~ent 

on the election options. Wben the Board heard and 



' decided this issue Ellzabetb brouqbt before the Board 

2 elect1on options and I'll quote from the record of the 

3 open1n9 stateoents to get us started and then we'l l bear 

4 argument s on thls. She said to the Board. •pursuant to 

the statute E~table is request~q that CNR be qiven 

6 aetbods of election electing to be a participatinq 

7 operator or electing to be a carr1ed operator . And if 

8 CNR chooses not to make an election. of course. under the 

9 statute then CNR would be deemed to be carried.• That 

10 was in the record . That was in the opening address when 

n t .he orders were being reviewed . There's been continuous 

12 discuss1on about the election options that are offered 

13 or affo:-dell under the statute. we dec1ded to brinq this 

14 back before the Board for a final decision on the 

15 e l ec t!on opt ions . Here aga1n. that's all that's before 

16 the Board. We've already dec1ded the case. 

1;" HS • McCI.ANNAHAN : My poslt~on 1s still the same as it was on 

18 the day of the hear1.ng as you ' ve read 1 t 1.n the tran-

19 scrl.pt . 

~ HR . SWARTZ: I went ahead and aade a copy of a portion of the 

21 vu·g1n1a Code. I think it's relevant . I k.now you a11 

~ probably are famillar with this provision. but I thought 

I ' d g1ve you somethl.ng bandy to refe r to . Basically my 

view 1s that the Virginia Code specifically addresses the 

options that are to be made available . The things that 
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we're inceresced in here, che firSC pave chat I've ViVen 

you bas a section at about the middle of the pave, 

section 45.1-361 . 22 . This is the section that is 

specific to pooling coa1bed methane vas wells. The 

portion of this that I would brinv to your attention i.s 

the second sentence after the capital letter A which 

reads, "In addition to the provisions of 45.1-361.21 of 

this article the followin; provi.sions• -- basica..lly what 

it says is in addition to the three provisions in 361.21 

when you've vet a coalbed methane well these are the 

additional thinvs you're qoinv to consider. So it's 

clear , I chink, at least to me th.at section 45.1-361.22 

which deals with coa1bed methane wells says you also need 

to follow tbe requirements of Section 21 which is the 

more generic code seccion. The second pa;e of this 

handout where ic says Page 17 at the top an.d then down 

about t wo-thirds of che way is a copy of 45.1-361.21 

a ttached . The part that I'm really interested is on the 

lase page wbich i s c-7 . If you look at c it says, •All 

pool i ng orders entered by the Board pursuant to the 

provi sions of this section sballn and it's kind of got a 

laundry list of what the Leoislature thinks you ouoht to 

be do1nq . Number 7 -- and I think I hiqhli;hted on the 

copies you have -- establish a procedure for people who 

qet notice and do not become participatinv operators • 
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•Establish a procedure whereby they may elect to either 

one, se~l or lease his ;as or oil ownership to a partici

pating ope~ator . • so my position is essenti~y the 

Legi slature bas specific~y addressed and listed the 

things that a pooling order needs to contain. And one of 

those tbinqs is to set forth a procedure affordinq 

certain options. Option one is sell or lease. Option 

two is a voluntary agreement. Option three 1s the 

earned situation. I CjJUess in a nut shell I think that 

the Code specl..ficuly addresses and requires that a sales 

opt~on be afforded. I think historically tb1s option -

the sales option bas not been addressed by the Board or 

parti es . I mean, I have never in the last -- I quess 

it's been !our years been a party to a situation whe.re 

somebody wante d the option of beinq able to sa11 their 

interest . I don ' t rec~ people coming before the Board 

and sayinc;r we were intere.sted in selling our fee or 

sell ing our oil and qas severed interest or whatever. I 

don ' t think coe~panies have gone out of their way to 

i .nviu invi tations alonq those lines either, but the 

s tatute certainly contemplates this. In this particular 

s ituation , you may or may not remeaber, there were six 

un1ts pool ed in october that we're haggling about the 

order now. Hy client is interested -- I mean, I've 

di scussed the elections with them and my client will 
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probably participate in one or more of those wel~s and 

will probably try to sell their interest in the balance 

of them . on the six wel~s as a qroup they may elect to 

participate on a couple that they• re interested in an.d 

they may elect to sul on some. If we ;o throu;h this 

exercise I can t .ell you that I have discussed this with 

my c lient and they are interested in sulin; their 

int:erest: in several, perhaps as many liB four , of these 

units. so I think the Code contemplates this and 

r equires that this option be afforded if someone is 

interested in recei ving i t. What I wo~d anticipate in 

terms of the mechanics . I wo~d anticipate that the Board 

order affordi.ng a sa~es option -- a sale.s purchase option 

-- would s i.lllply apprize the respondent that that was an 

option and if they e l ected or chose to elect that option 

the y would have t o within the thirty days notify the 

oper ator t h at t hey were e lectin; to sell. Then the order 

should place on b oth part.i es, the operator and the 

responde.n t, an obli ;ation or affirllative duty to enter 

i n to good fai th ne;ot i ations to aqree upon a sales price. 

Now, you need to look a t t h e context bere . You've ;ot a 

situation wher e you have t wo o i l and ;as cQJ~panies , both 

of whom value c as h s tre ams, buy and sell oil and qas 

p roperties, buy and se~l wells . I mean, there are 

economic models that my client has to plu; nUIIIbers into 
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discount this to present -- assWDe cash nov streu at 

present va.lue tract, operating costs. back out the 

participation interescs which w1ll be a cash up front 

interest. And these parties before you here are certain

ly capable of enterin9 into 900d faith negotiations and 

have the experience to place a value on the well IUld 

neqotiate toward an agreeme.nt . Obviously if a voluntary 

aqreement is reached once tbe sa.les option is e1ected or 

chosen nobody is gol.Dg to come back to you a.11. You just 

order them to do that. In the eve.Dt that there is an 

inabilitY t o reach a negotiated price one or the other of 

the parties would have to set it up for hearing . I aean, 

the Board bas continuing jurisdiction over costs and 

expenses and over items under the Code. I would expect 

that if t b e parties can • t aqree they can coae back and 

make their pitch and -- I'm not qoinq to sit here today 

and tell you that you may never see these people aqain, 

but I think that people need to be oiven an opportunity 

to r each a neqotiated aqreement. And that's the proced

ure that I would expect to see in an order that afforded 

a sales option . Kind of a two step process. If this is 

your election option you need to enter into a oood faith 

negotiations and in failing in ability to reach an 

agreement one or the other party needs to coae back to 

the Board and present evidence and testimony to allow the 
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8oard to val ue the interests. With regard to what 

happened at the last bearing -- and the photocopy 

machine here doesn't lille •• and will not ll&lte copies of 

the page that I wanted to copy for you quys -- each one 

of the pooling applications that were filed by BREX 

contained this paraqrapb under relief requested. You aay 

not have t hese 1n front of you today, but I' a looking at 

VGOB-93/1 0 / 19-0411 . And at Page 8 un.dar 4E which is the 

r ellef sought Paraqrapb B -- and this is what BREX was 

asltinq for "'hen they filed the paper work to pool these 

units . I' m just going to read it verbatim slowly. 

•Established a procedure whereby coluabia Natural 

Resources, Inc. here and after CRR shall have the right 

t o e l ect ; One, t o partic i pate i n the development and 

operation of the unit as provided by the Board. TWO, to 

sell i t o coalbed methane vas interests in the unit to the 

operator ." Now, I knew before I came to this hearing 

that my c l ient was interested perhaps in participating in 

oome of t hese wells and in sell ing its interest in 

certain ot her we lls . I read thi s, as did my client, as a 

petition for a poolinq appl ication . It specifically 

as ked t he Board to afford a sales option and I assumed 

that it was qoinq to be there . Row, I didn't assume that 

sandra Riqqs was qoinq t o put it in the order , but I 

assumed that I would qet a draft order and I could 
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address that issue with her at that point in time because 

typically the Board bas not in its standard orders -- so 

when I qot the order I bad some other probleas with it. 

But sandra and I spoke and I said, "You need to put in a 

sales option. a And she said, "Well, I need to address 

that with Benny and perhaps even with the Board and 

ultimately I quess she communicated my concerns -- I 

assume she did to Elizabeth. As I understand Elizabeth's 

position it's that she made an opening statement Which 

frankly went by me as excludin!J options and that I am 

somehow bound by that opening statement and the Board is 

somehow bound by that opening statement and the sales 

option does not need to be offered. Ky response to that 

is EREX specifically requested that a sales option be 

afforded to my client and in that paragraph even referred 

to my client by name as one of the four options. The 

statute requires, as I read it, the Board to provide a 

sales option. I would hope that the Board would A, 

foll'JW the requirements of the statute and B, essentially .. 
qive EREX what it asked for. I think the reason the 

sales opt lon is in the EREX application -- this is my 

speculation, but I suspect this is why it's in there . 

I t's because it's required in the statute. so I would 

ask that the Board direct the AG or I quess the Assistant 

Attorney General to try to come up with some lanquage 
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that affords a sales option. Hy recoJDJDendation would be 

tb.at it direct tb.e parties ~o negotiate toward a resolu

tion and yet qive them an opportunity in tb.e event tb.ey 

cannot reach a negotiated settlement an opportunity to 

come back and present their views and evaluation to the 

Board. Lastly I tb.ink -- I'm not even sure tb.at tb.is 

can occur but I think i f you are asking the Board to 

depart from the requirements of the Code and to qive 

people less options than tb.e Virginia Code says you are 

suppose to - I'm not even sure you can do that. But 

let' s assume tb.a t you could or you wanted to . I think 

tb.ere would have to be some compe1ling reason in a 

record . some factual reason or evidence -- some compell

ing reasons or evidence offe.red during tb.e he.aring that 

the Board could make some kind of a finding tb.at tb.is is 

a special c i rcumstance justifying our departinc;r from the 

requireaents of statute. I mean, I haven't heard 

anyth~nq that I remember from tb.e hearing certainly and 

obviously there's been no testimony today indicating 

that there is some compelling reason, some factual 

si t uo.tion th.at • s here that • s unusual that would justify 

deny.J,_oq the statutory election option to a person who 

say s I want to sell y ou my interest. 'l"bat's my position. 

CHAIRMAN : Hr. Scott, do you have anything? 

SCO'M' : No . 
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1 KS. H.cCLANNAHAN : If I could just respond. 

2 HR. CHArRKM: sure • 

3 KS . HcCLANNAHAH : I think Hark is correct in that the Board 
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has never looked at nor taken testimony on the sales 

option at all . It seems to me, though, in reading the 

statute that in 7 .1, subsection 1, when it says sell or 

lease qas or oil interests to a partic.ipati.ng operator it 

seems clear to me that the intent of that was for an 

unleased property owner to sell or lease. xn thi.s case 

we h.ave an al.ready leased property owner who is saying 

that they now want to sel.l their lease . CNR doesn't have 

any fee ownership interest in any property. What they 

have is an 11 . 65049 percent working interest in a lease • 

so when Hark. suggests that they can just sell. this 

i nterest I'm not certain how 7 .1 contemplates a sale of a 

work.inq interest and certainly not a working interest 

that • s l ess than 100 percent. But in any event I think 

what t he contemplati on of this was is a mutually ex

clusive remedy for an unleased property owner. It's not 

somethi ng that s omeone who bas leased -- in other words, 

if I'm an unl eased property owner and I'm being force 

pooled which is the conventi onal manner in which these 

appl 1ca~1ons generally come before the Board then that 

person can ei ther sell or lease their gas or oil owner

ship t o a participating operator . I think that was the 
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contemplation of the statute, not that a leased party 

would sell a lease. That's co•pletely different th.an 

selling a fee ownership interest in some m.ineral estate. 

secondly, with regard to Har~·s suggestion that if the 

Board says yes , there is a sell option under this statute 

for a leased party then I ~ the Board has to also 

loo~ at this penalty that i~ applied under the par

t i cipating section which is 200 percent because that is 

directly tied into whether you're leased or unleased. 

Third, the suggestion that the Board should require the 

parties to negotiate a sale of their leased interests 

between now and the date the order is entered or the date 

the elect1on period runs -- I don't believe that's within 

the j urisdiction of the Board. But what I do think is 

that sUbsection 2 of section 7 allows for a voluntary 

agreement by the parties at any tilDe prlor to that 

anyway . I mean, certainlY any of the parties can 

neqotiate any ltind of voluntary aQreuent outside the 

scope of a Board order . Tbat happens all the tilDe . The 

Board enters a force pooling order between the time that 

the or der ' s entered and the time that tbe party makes an 

election they enter into an agreement and those people 

are taken out of the force pooling . I mean, certainly 

parties can mue voluntary aQreements at any tille. TO 

ask t he Board t o not only demand that we negotiate which 
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aqllin that's -- I thi.Dlt it ' s so11ethinV that's not witb.in 

the cont emplati on of this statute . but to then say that 

we come back to the Board for testillony as to what tlds 

parti cular interest would be sold for, X think, is asltin; 

the Board to ess enti ally condemn property owners inter

e s ts . And I d.on • t believe that condelmation is witb.in 

the purview of t h.is force poolin; statute nor do I th.ink 

the Board wants t o vet into a situation where the 

Board • s well aware that there are a number of ti.lles when 

op erators file forced poolin; applications and unleased 

owne r s don • t come to this Board. They don • t come to 

these be arings . But what the Board does is t .ake testi

mony from the operators and anyone e l se who's here about 

what a standard industrY lease ten is, whatever the 

s t andard industry lease term i s , what the royalty rate 

is, wh a t the bonuses and rentals are , and then that 

1.ndividua l is dee~~ed t o be leased. That's a completely 

different animal than actually havin; the Board force a 

s a l e o f someon e ' & ownership interest in property. I 

don't think the Board bas the ability to condean property 

b ec ause i t 1& an effective condemnation. 

22 HS. RIGGS : How are you forcin; a sale if you • re ;ivin; the 

23 p e r s on who owns the property the ri;ht to make an 

election? I me an , you're not f orcin; -- it's their 

e l ect ion . I t's no t the Board's election. And the party 
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whose property would alleqedly be taken is the partY who 

is exercioinq the choice . 

3 HcCLANNAHAN: so what you • re suqqestinq then in th1JJ case 

4 is tbat the party can elect tbe option of se1linq and 1.f 

5 they elect the option of sellinq then the Board will 

6 determine what it will be sold for. That's the way it 

7 would work . so you're sayinq it's not a condeJIDation for 

8 a specific amount because the party is electinq to be 

9 sold at the Board ' s decision for the amount to be sold. 

to HS . RIGGS : The value. Just like on the lease, what the value 

11 of a lease would be is based on appraisal testimony. I'a 

12 just addressing the takinqs issue, not the other issues 

13 raised here . 

14 s. HcCLANNAHAN : Well, that certainly is a distinction to be 
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made if that person can always elect for their property 

to be sold 1f that's the way you put it . I still don't 

believe that this statute contemplated that the Board 

would be deciding what fee ownership interests would be 

s old for . ADd in this ca.se I don't think -- when we qo 

b acK to number one that this statute conteaplated the 

s ell ing of a leased interest which is what is beinq 

s uggested here. As far as a voluntary aqreement on the 

part o f the parties, that can be done at any tiae and 

t hat is an option here , that the parties can enter into a 

voluntary agreement . 
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1 HR. McGLOTHLIN : I ' ll throw thi s question out to the attorney. 

2 The d.efinition on the qas and oil owner -- de.fine what a 

3 qas and oil owner is. 

4 HR. SWARTZ: It • s defined as any person who owns, leases, has 

5 an interes t in or who has the riqht to explore for, dr11l 

6 or operate a qas or oil well as principal or as lessee. 

7 What I'm saying is, you know, Elizabeth's a.rvument that 

8 the stat ute didn't contemplate that it applied to a 

9 leased interest which was her first point -- the term is 

to def i ned . I mean , it says establish a procedure for a qas 

11 and oil owner. And then you qo to the front part of the 

12 s tatute and i t says a qas and oi l owner is a person who 
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owns or leases . I mean , the statute because it uses a 

define t erm applies to l eased interest, owned interest 

and othe.r i nter est and these are the options those people 

ar e qo1nq t o be afford.ed . If it wasn't a defined term 

maybe we'd have a probl em where as to what people 

intended or so f orth . It's a defined term in 361 . 1. I 

think I 'l l j ust cover t he four points that Elizabeth 

r ais ed. That was the f i rst r esponse I would have, that 

t he defined term sor t of answers that question. In 

addj tlon she makes i t s ort of a qeneric arqument that 

t her e i s a portion of the Code Section, section 7 , that 

talks about a differenc e betwee n leased tracts and 

unleased t racts . Wel l, i t does. It' s under three and it 
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talks about lf you are carried -- if your interest is 

ooino t o be carried, if it's leased it's one penalty and 

if it'a unleased it's the other. That suoqests to •e 

that the Leoialature knew that there were leased tracts 

and unleased tracts. And if they were qoino to dLfferen

tiate between them 1n subsection 3 and wanted to differ

entiate i n subsoct~on 1 with reoard to sellinq or 

leasino I think we need to assuae froa the rest of the 

s tatuto that they knew that there were leased tracts. 

There would be unleased tra~ta . If they draw one 

distlnctlon I don't think we should assuae iqnorance ~th 

rooard to the other option. If they wanted a distinct

ion. especially when they were dealino vith a defined 

ten -- I think we can either assume they knew what they 

were doino or they wouldn't have put it in there. The 

thi r d point t hat she makes -- and I'm misquotino her and 

t •a puahino it a llt.t.le b i t , but basically I think she's 

tellino you that the pa~tiea shouldn't be ordered to 

enter 1nto oood faith neootiations. I mean, I think 

that ' s, in substance, her third point which I don't aoree 

with at all . 

HCC~~~ YOU are DlSquOtinq me . 

SWARTZ: I think I ' m stretchino it a little bit , but this 

Board tolls oil and oas operators that i n the exercise of 

du• dtltqenc@ and in the exercise of discharoino their 
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re.sponsibility to oil and qas owners that they ouobt to 

be out there trying to lease this acreage. And that bas 

been the bent of the Board and the companies that come 

be.fore you in general can testify honestly that they have 

been out there trying to enter into voluntary agreements 

and that force pooU.ng i s a last resort. I think that a 

party who resists a direct.ion to negotiate in good faith 

to resol ve a dispute is just blowing smoke. I mean, the 

f i rst step in any admi.nistrative judicial or other 

proceeding ought to b e for the parties to try and resolve 

thei r differences. That's all I was sugqest'ing when I 

sai d that I thouqht that if you had a sales opt.i.on step 

one ought to be decide whether or not you want to se.l~ 

and make an e lection. if you elect that you want to sell 

negotiate, try and reach a volWltary agreement. And if 

you can't come back to us . I think that it just from 

an administrative efficiency standpoint and fr~y from 

the cost standpoint of the parties they need to try and 

work this s tuff out bef~re they come back to you. And 

that ' s why I proposed that. LasUy. I can • t believe this 

condemnat ion arqument. I mean, force poolinq is condem

nation. We' v e got the applicant in a force pooling -

you could make the analoqy, the applicant in a force 

pooling hearinq s ayinq that if a person can elect to sell 

their inter ests which is b e ing taken in a force pooling 
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proceedi.nq initiated by the applicant there is some 

problem here. Force pooling causes people who do not 

want to participate in development to be draqqed alonq in 

that development and what the legislative solution was is 

we need the resource to be developed so we need to be 

Able to force people to participate iD development, but 

1f we • re qoinq to d.o that we're qoinq to afford theJD 

certain options so that they can pick how they want to be 

treated . They can pick sell. They can pick leasinq. 

They can pick participating. They can pick bein; 

carried. I mean, the first step occurs in a force 

poolinq. You make people do something they might not 

otherwise want to do and that is participate in develop

ment . And in exchange for that the Legislature is 

try1n; to find some mechanism to fix compensation for 

tha t involuntary participation at some reasonable level 

ond to ;1ve people some control over what their options 

are. I think sandy' s point is WE:ll taken. A person is 

not be i nq told you must sell your fee. A person is being 

t old you can lease -- in effect, you've qot a fifth 

choi ce , I quess , and that is don ' t do anything and you'll 

b n deemed to have leased . But nobody is beinq told you 

must sel l and convey your interest, you must lease. 

You' ve qot those choices and you can make them by default 

or you can affirmatively make them. But I think the 
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reverse is true, that if you afford these statutory 

2 optiona the operator is stuck with the al.ect.ion . 

3 HS. RIGGS: we~ there's one major difference in what you're 

4 reco111111endinq, though, and that is the Board order 

5 normally spells out the terms upon which you would make 

6 your e lection. Here you ' re locking yours eli into an 

7 election without knowinc;r. What if you come baclt to the 

B Board and you don't like the price and now you want to 

9 change your election because suddenly it wasn't an 

10 informed election because the teras - it • s not a 

11 complete offer . 

12 HR. SWARTZ : It's no different than participation, thouc;rh, 

13 sandy. I mean, when you elect to participate you know 

14 what the amount of the check you • re qoing to write is but 

15 you don't know what the pay off is qoinq to be. 

16 HS . HcCLANNAHAN : That's completely d.ifferent because that's 

17 tall.inq a risk in a well whl.ch happens all the till&. 

18 HR . SWARTZ: So was this --

19 HS. HcC.LANNAHAN : No. You're divesting yourself of your fee 

20 property owne.rship interest . 

2t HR. SWARTZ : The risk associated, thouc;rh, is it's the risk of 

22 f a ilinq to reach a voluntary aqreement an.d the Board 

settinq fair compensation of the value less than what you 

might otherwise expect. I mean, 

2!l HR . McGLOTHLIN : How do we do that? 
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1 HR . SWARTZ : You bear testilllony from both sides on what they 

2 think the thing's vorth . 

4 

5 

6 

7 

a 

!I 

10 

3 HR . McGLOTHLIN: Who determines the fai.r market value if 

someone comes in and says I want to - - an unknown who's 

force pooled and he has a right to -- or you know and he 

just doesn't show up and he !las a ri;ht to sell hi.s 

property. He can sell . He can elect to sell. so he 

qoes to Buchanan Production or whoever and be says, •All 

right . I want a mil lion d.ollars for ay one-tenth of one 

percent . " 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 
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R. SWARTZ : And Buchanan Production says we value your 

interest at one one-thousandth of that. We co•e back. 

You make a decision based on the testilllony in the record • 

If ei ther party is unhappy they appeal and they put on 

testimony in front of the C".ircuit Court. I mean, other 

states actual.ly fix a value up front and say -- I' • kind 

of q1vtnq you quys llD out here . You don't have to do 

anythtnq. But I sense a reluctance on the part of thi.s 

Board a t th1s point in ti.J:Ie . I mean , thinqs may be 

different a couple of years from now. To try to value 

i nterests for sales purposes up front because it's a 

serious insiqnif1cant undertakin; and the -- but other 

jurisdictions at this poolin; hearin;s, this kind of 

evtdenc'! from economic modelinq, price assUJIIPtions, 

inflation assumptions is offered !llld the administrative 
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body says an interest is wo~th x. And the order that 

2 goes out wl.th the election options has a value plu~ed 

3 in . Hy sense is that this l.s not somethinq that we're 

" prepared to d.o r1qht now -- I mean, and you are prepared 

5 to do riqht now. It's no bl.q deal.. I've seen the 

6 economic wild winq on these wells. It isn't hard to do . 

7 companies d.o 1 t all the tl.IDe. 

a HS. RIGGS: WeU , the concern is that if the statute requires 

9 

10 

11 

12 

13 

,. 
15 

16 

17 

18 

til 

20 

21 

22 

23 

a sale option it requires it for everybody, not just for 

these two particular parties . And if the Board is qoinq 

to undertake the implimental procedure to include a sal.e 

opt I. on there's qoinq to come the time when the barqa.ining 

pos1tions at the table are not as equal as they are at 

this table. If you create a procedure that sends the 

partias out of this room to neqot:iate in qood faith when 

you know t hat the barqaininq positions are not equal, to 

me that doesn't really solve the ultimate problem and 

t hat 1s the Board -- that party if they elect to sell and 

star t ' down that path there's no way back from it because 

they've made that election without Jtnowinq what they're 

qo 1ng to get at the end. so it's not an informed 

dec~sion . I mean, that 's the problem I'm having w:ith the 

delayed neqotiations . 

2.: HR . SWARTZ: I quess I see that problem as comparable al-

25 though, of cou~se, you can draw distinctions . But a011e 
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guy off the street who elects to become a partner in a 

qas well 1.n my best judqement bas no idea what he's 

qett1nq i nto and the potential liabilities and the 

problems and the risks associated with that . I guess, 

you lulow, the code requires you to afford options to 

people which puts them in complex bus1ness relationships 

which they may or may not have the experience -- unless 

you're in tbe o~l and gas business -- of course, there's 

qoi nq t o b e a buqb disparity in -- forqet barqa1n1Dq 

s trenqtb . I t's just the knowledqe. I mean, bow many 

people off the street are qoinq to have an ability or an 

understandi.nq to create an economic model to come at some 

ball park evaluati on of their fee interest, you know, 

just p1ckinq at i t . 

RIGGS : aut that t o me only points up the reason why that 

testimony bas to be before the Board so that the Board 

sets that price a.nd makes that a part of the election 

opt1on so that when that person elects that option they 

know what t hey ' r e qettinq i nto, that they're not locked 

into somethinq t hat t hey then have to neqotiate for 

themselves. You know what I'm sayinq? 

22 R. SWARTZ : I underst and . But I guess I'm com1nq from - -
23 

24 

2:i 

this sales option was an issue that I have discussed 

i nformally with your predecessor Hi ke because when we 

were lookinq at orders back then it vas something we were 
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talllnq about. I think I have talked t:) more than one 

Board aellber inforaally about this and that was several 

years aqo when we were tryinq to standardize this stu££ . 

And my sense was that until someone rused thu issue and 

said I want this option there vas a real reluctance to 

open this can of worms and I th.ink it's an issue that's 

been out there that ultimately was qoinq to surface . My 

sense was -- and it never was officially before the Board 

and was never really soaethinq that Hike (:Inaudible.) bad 

to official~y deal with. But ay sense was there was a 

real reluctance to get involved that issue. And aaybe 

the tilDe bas come or is colDinq . 1 think you • re ta.l.k.inq 

about two things, s andy . I think one is what • s a 

reasonable solution t o dispute with req&rd to these six 

wells qi ven who you• re dealinq with. Okay. I aean, this 

ought to b e a fair f i qht on price . Then bavinq done 

that, now that our attention is focused on the sales 

opt1on and is it an option that needs to be embedded in 

t he standerd order that everybody qets whether or not 

they know enough to ask for it. And if that's qoing to 

happen, should the Board a.nd 1 would hope perticipation 

from operators come up wit h some mechanism to deal with 

that . Now, tha t ' s a policy decision you quys need to 

make . one thing , I quess, that 1 need to suqqest to you 

quys that I think you someti mes lose siqht of is you as a 
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Board afford a loc of protection to the folu who wal..k 1D 

off the street and you may not realiZe what you• re doinq, 

but when you pick a cost and you look and compare numbers 

and you ask those kinds of participation numbers, cost 

issue questions, which from time to tilDe have coDSUJDed a 

lot of tilDe 1.n front of the Board and when you look at 

other issues -- cbe guy off tbe street bas an advocate 

hero, and x•m not saying this in a sense that you 

shouldn't be d'linq this , but I think -- and this is 

sometbinq you probably need to think about if you're 

qo1nq to do some thinq about this qenerally. The quy may 

show up unrepresented and say I want a mi1lion and the 

coapany 1s sayinq no, i t ' s worth a thousand, Kevin, to 

take your example, but the company would have to offer 

testimony at the hearing, be subject to cross-e.xamination 

and scrutiny from you all. And whether you view your

selves as the advocate or protector of the quy in off 

the street, I mean, to some extent that happens . And the 

kinds of questions that you ask to assess tbe information 

that • s beinq provided and to make a judqement as to 

whether or not it's reasonable essentially would inure 

t o t he bene fit of the citizens who come before you. so I 

don't t .hink people show up alone soueti.mes and I • m not 

compl ainlng about that process . I think that needs to 

happen and I thi nk 1n tbe process of satisfyinq yourself 
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that you've qot a sufficient record to a&ke a f1DdiD9 you 

2 do a lot of that work. But this is a policy decision. 

3 A1l I'a saying today is I have a client wbo wants to 

~ sale, th1nk.s be bas a right to that opticm, and I'a 

5 proposing a fairly simple mechanism for these two 

& companies to negotiate, in failing that to come back 

; here. Whether you want to qo beyond that an_d look at 

B this as a policy decision to be applied generally. I 

9 can't tell you wbat your policy ought to be. And I can 

10 see heads noddinq aff:irlllatively an.d no way, Hark, when I 

11 s ay one thing. I • m watcbinq all of you aDd some of you 

12 are like yeah, maybe we ought to do that and at the sue 

13 tU:le so11ebody' s lookinq li.ke maybe we should think about 

1~ that and somebody else is going no way, I don't want to 

15 do that . This 1s a policy decision and it's an i.llport:ant 

16 question and I think that -- but it is a policy decision 

17 apart troa . we • ve raised some issues here that I think 

18 require more thouqbt aDd attention than I would suqgest a 

19 resolut1on of th1s narrow issue in these six wells given 

2D who you' re dealinq with here. 

21 HS. HcCI.ANHAHAN : I would just state, first of all, that there 

22 was an offer made prior to the time that we cue to the 

Zl for c e pool:lnq hearing betwee.n Equitable and CNR and tbat 

2-' wa s a part o f the testimony at the previous bearing. So 

25 to present this to the Board as the parties have never 
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neoot1ated on anything is not correct because the force 

pooling statute does require an offer to be made prior to 

the time that we show up at this table to force pool. 

That • s true even of coalbed 11.ethane interests. Secondly, 

I think the aor e complicated question here is that CNR 

represents a leased interest. so the policy questions 

that we've been talking about and that HArk has indicated 

th.at may need t o be made are much more general and may 

not even appl y in this particu1ar case. Because in this 

case it's sillpler. They've already leased. I mean, 

that • s why they came to this table as a c.onflict.ing 

claimant. They are claiming that their coalbed methane 

interest was leased under an oil and gas lease of 1972 • 

So they're a leased party coming to this table. How do 

you sell that percentaqe of working interest in a lease 

w~ch they now retained after numerous assiqnments? 

Since we're looking at definiti ons, it seems to me that 

you have to look at what is the selling of a leased 

i nterest . Well, that's a farm out according to John 

Lowe, Southwest Law Jou.rnal, according to Howard W11li811S 

i n h1s manual of oil and qas terms . Farm out is never 

ment1oned here in this statute. Again, this i .sn't a sale 

of a fee 1nter est. They've already signed a lease and 

they came and claimed the coalbed 11etbane gas. under that 

leased i nterest. And if I understand what he said that's 
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not in dispute . Is t .bat riqbt, Hark? 

2 HR . SWARTZ : Wbat' s that? 

3 HS. HcCLANNAHAN: That your client bas leased its interest? 

~ HR . SWARTZ: Well, you cllent and my client are joint tenants 

s in the same lease. I mean --

6 HS. HcCl.ANNARAN: xn the 1972 lease, riqbt. so your interest 

1 -- CNR's interest is leased, is that correct? 

B HR . SWARTZ : So is your's. 

9 HS . HcCLANNAHAN: We're not arquinq about wbat my client's 

10 ~terest is, but yes, we've signed the lease 

u HR . SWARTZ : But we're partners in a lease and we want to sell 

12 our interests to you in that lease . And you becue a 

13 

~~ 

partne.r in t.lus lease because you bought your predecess

or's lease interest from ANR or whoever it was . I mean, 

IS these th~nqs qet sold all the time. 

16 HR . CHAilUtAN: Let me clarify for the Board again . I tb1.D.It 

17 

18 

19 

20 

21 

22 

you can see why we're back here. I thinktbe key 

quest1on for the Board really is and I • ll certainly 

subject this to the scrutiny of the attorneys at the 

table , but the key question for the Board is have you 

heard evidence enough to narrow the -- that may not be an 

appropriate term -- but narrow the election option as I 

initially read or should the election optio.n be full.y 

afforded as in the statute as Hark's presented. To me 

that • s the first key question. And then the other parts 
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13 

get more into how fa.r do you want to go with the sale 

opt1on . You obviously have an interest in a sale option, 

how far do you go with that? Do you leave it to the 

parties to go away once elected for sale to try to work 

that out and then a subsequent hearing to bear all the 

issues or do you qo further now with the policy on that, 

such as the option that Hark presented or bave both 

parties bring back a sales proposal. But you may have 

one not interested in offering sales proposals. 1 mean, 

it's some key questions. 

McGLOTHLIN : And another part of the question there is if 

we put the sale specify it in the orders then that 

means somebody has to buy • 

14 MR . SWARTZ: If you make the election. 

IS McGLOTHLIN: If Joe comes off the street and says I want 

16 t o sell mine then ANR or Equitable or Buchanan bas to buy 

17 it . 

18 CHAIRMAN : That ' s what I was trying to say, that there's 

19 not any quarantee that they're willing to buy it at any 

~ pr~ce f or that matter. 

21 

22 

23 

2.S 

25 

SWARTZ: Then they ouqht not be force pooled. 

CHAIRMAN : That ' s what I'm sayinq. 

SWARTZ : Right . 

CHAIRMAN : It 's 11 catch twenty-two qoing on here. 

HcCUUUlAHAN : Well, that's definitely condemnation • 
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1 HR. SWARTZ : Yeah. somebody who wants to take - so11ebody's 

2 interest beinq forced to pay for it in a way they did.D.' t 

3 contemplated. It's just kind the dog biting back. 

4 HR. McGLOTHLIN : Do we eventually if we do this hear test.imony 

5 on what it • s worth. Do we have to bring in appraisers 

6 and --

7 HS. HcCLANNAHAN : Let me just say this, too, about that. This 

B 

9 

10 
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is the problem here going back to what the Chairman here 

has indicated is the first question that the Board has to 

answer. And that is do need to hear - are you voing to 

hear this ques~ion at all because certainly I stated at 

the hearing that those were the two options that were to 

be qiven to CNR. No objection was made at that tille. We 

then were told by Hs. Riqgs that this was a question and 

that's why the Board had brought us here today. We 

thouqht, and r i ghtly so I think, that if the Board 

determined that a sales option shou~d be given or that a 

farm ou t option was the thinq that the Board picked or 

f or that matter when we came here we weren't certain if 

we wero also lookinq at a leased option. so we were 

prepared to answer those questions from A to z. And now 

i t sounds li.ke that we're here to have the bearinq on 

tb~s and then Hark is suggestinq that we also come back 

to have a hearing on a sale should the Board chose to 

make that decision. It appears to me that there is 
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siiiiPlY a de~ay1n; tactic at band here of bow lon; can we 

de~ay an order to be entered on the six forced poolin;s 

that we~e decided by the Board in october. 

4 HR . SWARTZ : Well, I didn't come in here and tell the Bo~ 1n 

5 

6 
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an openin; statement sometbinq that was totally different 

than w.hat I'd asked for in wri ting and alert anybody 

today. I mean, my fust incline that there was some 

narrowin; of the election options was when I talked to 

sandy. And I qathered, althouqh she can speak for 

herself, that she was also surprised that there had been 

a verbal request that was different than what was 1n 

wri ting. I quess we can -- but ;ettin; past that, ay 

client has a statutory riqbt to these election options . 

They 3ctual~y want to sell their workinq interest under 

this lease in some of these wel~s. And to suqqest that 

I ' m over here delayinq because they want to sell their 

i nt erest i n some of these wells and don't want to be 

carri ed and don't want to participate, you will see tb:is. 

And if they don't want to negotiate 1n qood faith or you 

--we go and a sales option is afforded, fine, we'll be 

back here . It is not a bi; deal to offer testimony to 

value a working interest or a portion of a workinq 

int e rest in a well . 

HcCLAJlNAHAN : Are you prepared to do that today? 

SWARTZ : No. because it's not set for that today . I 
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mean, my client bas already - I've seen the numbers. we 

have backed it down and I've got numbers and 1f you don't 

want to allow our clients to try and negotiate and pick a 

fiqure and you'd rather have a bearing, fine, I'll be 

here . But I would assume that people ought to be given 

an opportunity to try and agree on a number and come back 

1-f they c an • t . I'm not going to be af fordi.nq the ruief , 

but I quess what I was suggesti-ng to the Board was that 

my client i s prepared to negot.iate in good faith. 

They've already worked up some mode1inq. I assume that 

BREX has the same kind of modelinCJ and the sue k1nd of 

abi.hty to do this and they• ve probably looked at this 

anyway . I mean, you don ' t drill a well unless you make 

some projection on what it's C}oing to pay out. Don't 

open a m.ine unless you thi-nk you're qoinq to make money. 

I don't care-- I mean, if they don't want to neC}otiate 

and you don • t wa.nt us to nE!qoti ate that's fine. Al1 I 

want l.S t he option f or my cl i ent to sell its interest --

1 ts working i nterest under the lease. It's a co·· tenant 

with EREX 1n some o f these units. 

21 KS. HcCLANNAHAN : I want t o make it clear, he keeps indicat1nCJ 

22 that we• re not wantinq to neqotiate . I have never said 

~ that at all and my client has certainly never i-ndicated 

that. I don 't think that's even at issue. With regard 

25 to what 's on the docket today 1 t says these furthe.r 
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proceedings are for clarification of election options to 

be affo~ded gas and oil owners under the Board orders to 

be entered and said docket itellls, al.l which are listed 

there , and such other matters which may be properly 

5 brought before the Board. I certainly didn't request 

6 this bearing. 

7 HR . CHAIRMAN: No . 

8 HS . HcCLANNAHAN: 

so --

I put it back. on the Board • s a;enda. 

Right, but I think. Hark. was suggest.ing that 

9 we weren • t here to talk. about a sales option and be's the 

to one ebat r equested us to be here to talk about a sales 

11 option. 

12 HR . SWARTZ : No. I j•Jst suggested to sandy that my client 

13 wanted that option. she didn't feel it had been fully 

14 explored at a bearin;, I gather, or Benny didn • t and the 

15 Board said if we • r e going to deal with thi.s we need to 

16 tuk about it. I agree. You understand my view. I'm 

17 

18 
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25 

not going to restate it again. soae decision needs to be 

made ~f whether or not a sales option ought to be 

afforded as an election option and beyond that you can 

take it as far as you want. But I th.ink that's the 

threshold question. 

CHAIRMAN : Any questions, members of the Board? Any 

questions you' d like to hear testimony or evidence on? 

EVANS : Yeab. I'd like to bear someone say-- we've heard 

why there should be. Now I want to hear someone say bow 
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do you get around the definition of oil and vas owner and 

section 1, "Establish a procedure for an vas and oil 

owner who received notice of a hearing and who does not 

decide to become a participating operator may elect to 

5 either sell or lease his gas and oil interest. • What do 

6 

7 

8 

9 

10 

11 

12 

13 
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16 

17 

MS. 

HR . 

HS. 

MR. 

MS. 

think that means if it doesn ' t mean what i .t says? 

McCLANNAHAN: What I think is that it's meant for unleased 

parties and they're mutually exclusive. I think that's 

one argument that can be made here. If there --

EVANS : Go back to your definitions . 

HcCLANNAHAN: This is not gas or oil owner. 

EVANS: Establishing a procedure for a vas or oil owner 

who does receive --

HcCLANNAHAN : Right . But with regard to Subsection -

once you get to Subsection one it says sell or lease his 

gas or oil ownership to a participating operator and what 

I'm suggesting is 

18 HR . EVANS: What's the difference between how do you use it 

10 

20 

21 

in the sentence establishing a procedure for a oas and 

oil owner . Now, what's the difference between a gas and 

oi l owner selli ng his gas or oil ownership? How does 

22 that differ? 

Z1 HS . HcCLANNAHAN : There are two ways to read this. You can 

2J 

2S 

read it in the strictest sense and that is if you go back 

to the gas or oil owner. MY point is it doesn't make 
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sense. You can • t carry it if you read it this way in the 

strictest sense that you • re reading it then it doesn • t 

malt.e sense because this party is already leased a.n4 to 

sell a leased interest is a farm out. Tbe.re • s no tin; 

here about a fara out . A farm out is you sell your 

working -- you transfer or convert your worki.n; interest 

ownership to an overriding royalty ownership. so if the 

Bo&rd chooses that this stat ute is to b e read in that 

strictest sense then what you're doing is sayin; what 

that own'lrship interest can do is farm out thei.r inter

ests. 

&VANS : I s there anything in here that says you can't farm 

it out? 

HcCLANNAHAN: No. There • s nothing here that says you 

can' t . 

RIGGS: But farm outs are private voluntary a;reuents. 

They are not aqreeaents that are imposed in pooling 

statutes . so what would be the equivalent of a s ale 

opt1on in a pooling situation to a farm out in a volun

tary situation . 

SWARTZ : Just a straight up assiqnment. X mean, people 

sell their working interest by assi;nin; it. It's just 

called an assignment of interest . There are a mill ion 

ways that you can trans fer 

25 
i S . HcCLANNAHAN : Anc1 option is provided for in Subsection 
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TWo, enter into a voluntary aqreement. 

2 HS. RIGGS : That would be ttl farJD out aqreement or that would 

3 be one 

~ HS. HcCLANNAHAN : or an assiqmDent . 

5 HR . SWARTZ: Well , it could be a JOint operating aqreement. I 

6 mean, it could be a lot of things. 

1 HS . RIGGS : But what Hark is sayi.nq is a farm out is not the 

8 exclusi ve method of assiqni.ng or selling your interest. 

9 HR. SWAP~Z : There are a whole bunch of ways. 

10 HS. RIGGS : You don't bave to convert it. You could assign 

11 it . 

12 HR . SWARTZ: The most co111111on way is an assiqn~~ent. 

13 HR. McGLOTHLIN: I'd li.lle to make the motion that we adjourn 

14 to s xecut1ve session to discuss items vi.tb our attorney 

15 dealinq w1th this proposal. I foryet the Code section. 

16 HR . CHAIRMAN : 2 . 1-344 . 

17 HR. HcGLOTKLIN : Pursuant 2 . 1 - 344 of the cod.e section. 

18 HR . CHAIRMAN : We have a motion. 

19 HR. EVANS: Se cond . 

20 HR. CHAIRMAN : A Clot ion and a s econd . FUrther chscussion? 

21 

22 

Zl 

2~ 

25 

Al l 1n f avor o f Executive Session siqnifY by sayinq yes . 

(ALL AFFIRM . ) Opposed say no . (NONE .) We're in 

sxecut1ve session. 

!Thereupon, the Board went into Executive session at 2:00 

P. H. and returned to open hearing at 2: 40 P.H.) 
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1 KR . CHAIRMAN: To come out of Executive session all in favol:' 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2.& 

z; 

signify by saying yes. (ALL AFFIRM.) Opposed say no. 

(NONE.) To the Board members, two questions and then 

role call. Do you affirm that during Executive session 

you discussed only public business matters lawful~y 

exempted from the statutory requirements for open 

meet1nqs and do you further affirm that during the 

&xecutlve Session you discussed only business aatters 

i dentified in the motion convening the Executive Session? 

Just call your name out if yes . (ALL AFFIRH.) What's 

yoar p l easare? 

McGLOTHLIN: Hr. Chall'llan, I lllllke the motion the Board 

will establ1sb a procedure for the gas and oil owner to 

elect to either se~l his gas or oil ownership to a 

partic i patin q operator and establish -- also would move 

that the order will provide JO days from the recordinq of 

the o rder for the parties to elect. And third, the 

procedare for the sues option is once the elections ha11e 

been made the participatinq operator will immediately 

enter into qood futh neqoti.ations with any party 

e1ect1n9 t o sell . If an aqreement is reached the parties 

w1ll be governed by such oqreement. However, if the 

part1es are unable to reach an aqreement upon notice by 

any party that t .he Board will schedule a bearing for 

evaluat1on and testimony and accordingly establish a 
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sales price applicable to the sales option. 

2 HR . EVANS : Second. 

3 HR. CHAIRMAN: Further discussinq? All in favor si9Jli.fY by 

4 sayinq yes. (ALL AFFIRM.) opposed say no. (NONE.) 

s It's unanimous. Any questions? I mean, we've con-

s eluded --

7 HS. HcCLANNAHAN: I do have a question. on paragraph e.ight of 

e 

9 

10 

11 

12 

13 

14 

15 

16 

17 

10 

10 

20 

21 

the order as it's been previously submitted by Sandra it 

tracks my argument about the statute did not conteJIPlate 

tbat a leased interest could be sold because it says in 

the event any person named in Bxhib1t B has not reached a 

voluntary agreement then these elections would be 

available. This, of cou.rse, is tbe same language that 

bas b een used ~n all tbe previous Board orders. so I 

assume that all tbat lanquaqe is qoinq to be changed so 

that e ven individuals who have leased . entered into a 

previous voluntary agreement, will also have an election 

to sell. That also bas implications for notice because I 

am aware that -- this means that all leased part.ies in 

every fo~ce pool~q application will be qiven this 

opt1on. Is that correct? 

22 HR . CHAIRMAN : That's the decision for tbis case. 

23 HS. HcCLANNAHAN : so only in this case? 

2.1 HR . CHAIRMAN : The Board has decided tbat it's a clear 

25 statutory requirement that thare be a sell or lease 
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18 

19 

23 

option. 

HcCLANNAHAN: Even in the case of parties who've entered 

into a voluntary aqreement? 

CHAIRMAN: I don • t think that enter into a voluntary 

agreement is another option . 

HcCLANNAHAN : No. The way paraqraph eiqht of the order 

presently reads is that --

RIGGS : That tracks the statute that way. 

HcCLANNAHAN : Riqbt . 

RIGGS : That's why it reads tbat way. It tracks the 

statute . 

HcCLANNAHAN : okay . Which means that all the parties on 

Exlubit B who bave leased their interest have entered 

into a voluntary agreement . so wbat this •eans is that, 

for example. any conventional oil and qa.s lease th.at we 

brinq to you -- and 98 percent of the parties are leased 

-- they• ve entered into a voluntary aqree~~ent. I:n other 

words, they also all are qoin; to have the sue option to 

s eLl . Is that --

CHAIRMAN: In th1s case. 

Hc CLANNAHAN: so i t's not true ;enera1ly spealtin9. You'Te 

that c an work . 

RIGGS: I don' t t h ink the Board's aaltinq a policy decision 

a t thi s point relatinq to anythinq other than what's 

lll 
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before it. 

2 HR . CHAIRMAN : That's what I ' m sayinq. 

3 HS . HcCLAHNAHAN : Is every operator required also to ;ive 

notice t o every party who b.as leased for a force pooliD; 

5 appll.cat1on? 

6 HR . CHAIRMAN : In this case, are you asldnq? 

7 HS. Hc:CLANNAHAN: In this case every party is leased. There 

B are no parties that are unleased in this particul.ar case . 

9 HS . RIGGS: And notice was qiven to leased parties in thi.s 

10 case? 

u HS. HcCLANNAHAN: Yes, absolutely. I know for a fact that's 

12 not true for other force pooling applications that are 

13 

1~ 

b e f o re this Board. so that's why i'm just trying to 

clarify, 1f you • re qiv1ng eve.ry leased party an option 

15 then every leased party is qoinq to have to be notified. 

16 HR . SWARTZ: We've got a little spin goin; on here. Normally 

17 

18 

10 

2D 

21 

22 

23 

2.& 

25 

a leased party in a normal situation bas, 1D fact, 

reached a voluntary aqreement to share 1D the operation 

of the well in question. The reason CNR and BREX are 

here 1s regardless of whatever leases are 1D place they 

don • t have an aqreement and they • r e arquinq about which 

leaGe applies . I don • t read the statutory laoCJUaqe or 

the way paraqraph eight is currently worded as su;;esting 

that p eople who are in aqreement by virtue of exist1Dq 

leases that everybody concedes applies to the well 
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production, that those people need to be pooled or 

noticed or anytbin; else. I mean, I don't think para

;raph eiQbt currently says that. I don't think the 

statute contemplates that . And to the extent that 

Elizabeth is sug;estin; that your rulinq even in this 

instances somehow sends that messaqe -- I '• not receivinq 

that messaqe from you all and I think you understand that 

unless -- a voluntary agreement to me means where you've 

;ot parties who say when the production comes out of this 

well this is bow we're going to split it up. I me.an, 

you don't pool those kind of people . It's where you have 

mult1ple leases and a dispute as to which one covers 

we ' ve seen this before with Cabott and else where that 

you 've ;ot a noti ce problem which j.s why CNR was noticed .. 
to beqin with and why we're here. The other thin; with 

regard to the order, and I think Elizabeth's comment is 

appropriate, when you chanqe one thin; in an order you've 

qot to look at the whole order. I just -- I'm bopin; 

that both of us would get a draft l1ke we normllll.y do 

that we can respond to. The other thinq with regard to 

th1s I don't know if the Board's aware of this or not. 

There was some l anquaqe in the initial proposed order 

with regard to field rules. And I don't know where we 

stand on that, Sandra, but we need to either keep these 

orders with regard to the provisional units that were 
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established or we -- you need to do something. 

2 HR . CHAlRKAN: The Board made a decision based on provision 

3 units. so that • s the way that one wil~ stand. 

4 MR. SWARTZ: There is an application pendin9 an.cl we' 1~ see 

5 what happens. 

6 HR. CHAlRKAN: Right. But this will be based on the decision 

7 on provisional units. 

a KS . HcCLANNAHAN: Let me make sure I understand the testi.JIIony. 

9 What did you say, in thirty days -- can we get a copy of 

to what this order says actu~y? 

1t HS. RIGGS : Well . the thirty days isn't any different than 

t2 what's there now. The elections have to be made within 

t3 thirty days of reccrdinq • 

t4 HR . CHAIRMAN : Election within thirty days. 

tS HS. HcCLANNAHAN : Thirty days of the recording? 

16 HS. RIGGS : Right. 

17 HS . HcCLANNAHAN: And if the parties don't co.me to an agree

ta ment as to the sale of the interest then they notice the 

t D Board ? 

20 HS . RlGGS : The only issue left outstanding once the election 

2t 1s made is price. And if the parties can't agree to a 

22 price then the Board will establish it based o.n testi-

23 

24 

mony. ~n other words, once you make the election that is 

the election. 

25 HS. HcCLANNAHAN : so what is being sold? Is the Board 
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ordering that we negotiate as to a sale of a potential 

interest in an oil and gas lease in a coalbed methane 

interest on a unit basis, on a well basis, on undeveloped 

4 acreage? How are we suppose to negotiate this? zs this 

5 the negociation of a farm out? Is this the negotiation 

6 of an assiqnment? Of what interest is a negotiation of? 

7 KR . CHAIRMAN: It's up to you. This is just simply affording 

8 the option that ' s already in the statute that they •ay 

9 elect to sell. 

10 HS. HcCLANHAHAN: But the problem is that if we do.n•t coae to 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

an aqreQI!IanC and one party elects to come baclt ba£ore the 

Board to require a sale then the Board would be deciding 

on a sale of a potential interest in coalbed methane in 

an oil and gas lease and would be requir:1ng the sale of 

that interest when, in fact, the statute requires that 

any potential interest in coalbed methane in an oil and 

qas lease be escrowed. so then is the money for the sale 

of this p ot ential interest going to be escrowed ai~o? 

CHAIRMAN: I think that would all be questions the Board 

would ask and answer whenever i t comes back before it. I 

don't think the s tatute lays out any of that he.re at this 

point . 

McGLOTHLIN : And I think that every case that • s brought 

before thi s Board will b e unique and I don't think we can 

set the quidel~nes down now until we hear it • 
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1 KS . HcCLAHNAHAN : The only thin; we would request since we 

2 d.on • t know when a Board order aay be entered on this 

3 particular matter 

« HR . CHAIRMAN : Probably this week. The Board bas just decided 

s the terms. The only thin; we were here to decide is 

6 whether or not: to include t:be sale option. It • s decided 

7 that we would include it and that the parties would have 

8 thirty days to make the decision. That's al.l we did 

9 actually . The other languac;Je was just to say that if you 

10 can • t co~ae to an aqreement you can come back before the 

11 Board. That qoes wi thout sayin;, tbou;b . 

12 KS . RIGGS : That testimony could have been presented as part 

13 

14 

of t:he application in chief , but since it wasn't in this 

particular case the Board bas no testiaony before it to 

1s creat:e s ale terms or determine what these interests -- I 

tG mean, the leases aren't even in evidence. So we don't 

17 know what t:he interests are that we're talk.in; about or 

18 what t:be pot:ential evaluation of that inte.rest would be. 

19 None of that. • s been present:ed to the Board at this point. 

20 KS . HcCLANNAHAN : Are you willinq to bear that testi.llony 

21 today ? 

22 HR . SWARTZ: I think you have t o f i le a petition and like sore 

23 o f alert people that that's what's cominq is my view on 

24 that. 

25 HS . HcCLANNAHAN : so the Board is not willin; to bear testi-
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mony on that today? 

:! KR. CHAIRMAN: I think we feel that we have to afford that 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

KR. 

KS. 

option and then once the election is made I mean, he 

may cbanqe hi s mind and not qo with the sale option. 

SWARTZ: I better not . Ra, ha . They could. 

HcCLANNAHAH: For our purposes, i f we need to produce 

these wells since this has been pendi.nq since October 

throuqb what I would consider no fault of ours, if we 

need to produce these could the Board allow us to produce 

these on its order today if we escrow 100 percent of the 

money as opposed to just the differentials untU the 

Board order is entered? 

SWARTZ : I don't think there ' s a production stay in place • 

I mean, the d1vision of interests have been determined. 

15 There's no i~pediment --

16 HR. FULMER: The permit • s b~en issued. As I mr:ntioned to the 

17 

18 

19 

20 

21 

22 

23 

Board 1n there, that would be left up to the Board as to 

what they want to do 1J: these particular force poolin; 

situations because the permit itself has been issued. 

There's no stipulate of stay on production on those 

penuts . 

SWARTZ: R1qht, and we're not interested in that. I 

assumed you could produce these wells. 

HcCLANNAHAN : Is t he Board saylllq that we can produce 

25 these wells? 
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t HS . RIGGS : They haven't stayed production. I think that's 

2 what the Board said . 

3 HR . CHAIRMAN : That's riqht. 

" HS . HcCLANNAHAN : There was one other issue that we had asked 

s about and tbat is that 1n paraqraph 9.1 of the Board's 

6 order, "Upon completion of the well and within 90 days 

7 a_fter production into the pipel ine is obtained and 

8 restoration of the location is completed• -- we bad 

9 requested a 90 day per~od instead of -- was it sixty? 

to HS . RIGGS : sixty days in the order. 

u HS . HcCLANNAHAN : The rea.son for that was that -- and .I can 

12 

t3 

"' 
IS 

16 

17 

18 

1!} 

20 

21 

2:> HR . 

2:1 HR . 

2: HR . 

2S 

put on testllllony as to this matter - we have 45 day 

bill~q cycles and in orde.r to qet eve-"'Ytbinq ~ it 

usually takes two b~l~CJ cycles which would be 90 days. 

In addition, the reason we bad requested that it be after 

restoratton of location is because those are costs which 

we , of course, don ' t know until tbe location is restored. 

And I would assWI\e that the Board is concerned about 

envtronmental restoration of the location and therefore 

we' d want ac tual costs on all those. And that's we had 

r eques ted that chanqe • . 
KAISER: Hay I ask a question? 

CHAlRHMt : Just identify yourself for the record. 

KAISER: J i m Kaiser with Hunter, Smith tr Davis. Is what 

I' CI hearinq -- are you qoinq to Umit the institution of 
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this sale option that's afforded to the parties that are 

pooled as one of their elections to thi.s particular c-e 

for this particular matter? 

CHAIRMAN : I think that in this case we have decided to 

make sure that this order contains that option because 

that bas been specifically requested . It's the only tiae 

we • ve bad that come before u.s. I think on an ongoing 

basis -- and I •m certainly open for any Board co11111ent 

here - - that the statute stands on its own, that the 

options afforded by statute are there by statute. I'm 

not trying to be evasive . If you have any follow-up 

that's f1ne, but that's the way we view it. This is the 

first case we've bad before us that specifically said we 

request the opt ion of sale and the Board h- just decided 

to put that in the order . 

McGLOTHLIN: I also think that the subsequent orders down 

the r oad will also contain that language. w- that the 

quest i on you were aski ng? 

KAISER: That was my question and that was my concern 

because 1 think if you're going to interpret the statute 

strict l y liko you are there certainly then what Eliz.abeth 

is s ayino about t~e first paragraph of paragraph eight 

that t racks the statute that is 1n the orders clearly 

lies in the face of the statute. What that says, if 

you ' ve qot a voluntary agreement that baa been negotiated 
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between the parties which is what an oil and oas lease is 

then you're still afforded these elections. And if 

3 that • s the case why would any prudent operator - after 

4 they've obtained twenty-five percent of the acreage in 

s the unit, if they've gotten that under a voluntary lease 

6 why would they lease any further than that i£ the leased 

7 parties are qoing to have the same options as unleased 

8 parties? Do ycu see what I'm sayinq? There's all kinds 

9 of t hinqs to consider here. 

10 HR. FULMER: I don't see how leased parties are even involved 

11 i n that . Don • t you have under you lease the option to 

12 pool? 

13 HR . KAISER: What is a voluntary aqreement , Tom? Is a lease 

14 not a voluntary aqreement? 

IS HR. FULMER: Well, now you're talkinq apples -- I'm not going 

16 to 9et i n a f i ght with you . You're talking about apples 

17 and oranqes here because you ' re talking about two 

18 different leases. You' re claiminq you have the same 

10 lease that lease has. 

20 HR . KAIS £R: I 'm not talk.inq about in this particular case. 

21 I'm talkinq about if this election is afforded 1n every 

~ case s ubsequent t o this . 

23 HR . HcGLOTKLm : It's been afforded to every case previous to 

t h i s as well accordinq to the statute. 

25 HR . KJ\ISER : But it's not 1n the orders, is it? 
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1 KS. HcCLANWUtAN : Only for unlea.aed parties. 

2 KAISER: And only for unleased parties. Do you see the 

3 point I'm making? 

4 CRJI.IRMAN : Yes, I understand. That's why I answered you 

5 the way I did before. We had not had anyone come .before 

6 us ask.inq for a sale option until now and that was how 

7 the Board made this decision that you just heard. That's 

why I answered and I wasn • t trYinO' to cut Elizabeth off 

in sayinq for this case. 

10 HS. RIGGS: Getti.nq back to Elizabeth's question, and that was 

11 

12 

13 

14 
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whether when the completed for production cost the final 

costs have to be filed, there had been a provision of 

thirty days and I think that got extended to sixty • 

There' s never been any testimony before the Board. That 

was an operational concern that the DGO Office had. At 

one point we asked them through this Board to gather 

information related to final costs so we could do a 

comparison of how those compared to estimated costs. And 

low and behold there was no requirement that the final 

cost necessarily be on file . so there needed to be some 

enabllng languaqe in there so that those comparisons 

could be made and that monitoring done. The times bave 

never been set by the Board nor bas there .been any 

test:unony from th~.> operator's point of view as to what 

those time frames ought to be . so it's really a case of 

141 



• 

• 

• 

first impression for the Board and it's at whatever 

2 there ' s no pride of authorship in what's there. 

3 HR. SWARTZ: Well, since there's only responding parey here, 

• if they want 90 days in this particular application as 

5 opposed to 60 I have no problem with that . I wouldn't 

6 insist on theJD offering some explanation. I aean, we'll 

7 just go along with that. If they need 90 days fine, on 

S this order . And then you can perhaps 

9 HS. HcCLANNAHAN: There are six orders. 

10 HR . SWARTZ : Well, the siX orders . And to the extent that 

n needs to be revisited on a generic basis for everybody, 

12 well, you might need to take some evidence . But for 

13 t hese s iX cases CNR would agree to that change in tt.e 

period if it ' s acceptable to the Board. 

15 HR . EVANS : In which cas e do we need a motion for that? X 

16 gues s we probably do since the other one didn't includ.e 

17 anything . 

18 HR . CHAIRMAN: Uh- hub . 

10 HR . EVANS : I move that the request for 90 days versus the 

20 s ixty days be qEanted for this particular docket itea and 

21 t hese six partic ular pooling orders. 

22 HR . HcCLANNAHAN : J ust t o make sure we ' re clear on this, it 

2:1 a lso i s 90 days after restoration of location. Is that 

24 - - d i d you need t o incl ude that in your motion? 

2!i HR. EVANS: That 's fine . 
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1 MR . SWARTZ : I don • t have a probleJII with that. 

2 MS. RIGGS: so it • s 90 days aftar the production - the later 

3 then of production or restoration of the location? 

4 HS. HcCLANHAHAN: Right, exactly. The only part that wasn't 

5 in there was "and restoration of the location is complet-

6 ed . " 

7 HR. CHAIRMAN : we have a motion . Do I have a second? 

8 HS . PRESLEY: Second. 

9 HR. CHAI~: AnY further discussion? If not, all in favor 

10 siqnify by saying yes. (ALL AFFIRM.) Opposed say no. 

11 (NONE.) 

12 HcCLANNAHAN: AJ.so, I guess , are we clear that a 300 

13 

14 

percent penalty applies 1.n the case of carried versus 

non-c&rried under the participating option since this is 

15 a leased interest? 

16 s . RIGGS: I guess the problem I'm having here is that we 

17 

18 

19 

20 

21 

22 

23 

2~ 
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have poolinq orders -- applications come before the Board 

all the time and we•ve never had to taylor those to the 

unique circums tances of who the respondents in the 

particular case have to be . The options follow the 

statute and then it's presumed that the party malting the 

elec t ion wil l govern the.mselves accordingly depending on 

their particular circums tances, their particular owner

ship interests and s o forth and so on. What's happening 

in this particular case is we ' re being asked to model the 

143 



• 

• 

• 

2 

poolinQ order to fit title evidence in the ease and 

that's what's makinq it somewhat difficult. If they are 

3 leased or unleased that 's what they are, I would presume, 

4 and they would have to elect aecordinqly with.out the 

5 Board deeidinq what their status is because there's no 

6 t estimony before the Board to determine that status . 

; HS. HcCLANNAHAN : Oh, yes, there is. The conflietin; claim-

a ants exhibit lists thea. I also asked Hr. swartz today, 

e are you a leased party and be indieat:ed yes. And my 

10 question is we n eed to notice -- you can ' t just tell us 

11 you' ve on the one band said they're an unleased party 

12 

13 

14 

15 

16 

or we' r e treating this as an unleased interest for 

purposes of the f orce pooling and then -- but they've 

indicated they' re a leased party and we have to know 

that . We have to c alculate. We're not asking you to 

taylor it 

17 HR . SWARTZ: Well, fir st of all we would have to elect to be 

18 carried before this can of worms would even surface. I 

10 mean, I • ve t o ld the Board that ay client is tellinq me 

2D they're either qoing to participate or want to sell. I 

21 haven't beard nothinq that they want to be carried. If 

22 they want to b e carr ied i n any of these units and we 

Zl can't aqree with their sta t uses I Qness we can come back. 

2~ But I think it's a waste of time riqbt now. I don't evan 

25 think my client' s qoinQ t o elect to be carried on any of 
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these wells. 

2 KR. CHAIRMAN: I'm lost, Elizabeth. 1 don't follow where 

3 HS . HcCLANl~: The 300 percent penal.ty applies if it's a 

4 leased interest. 

5 KR. CHAIRMAN: I understand, but only in cases where it is 

6 carr1ed. 

7 HR . SWARTZ: Right. 

8 HS. HcCLANNAHAN: Exactly, but we're not qoinq to know that 

9 until after the order is entered. So I'm just asking for 

10 purposes of if they elect carried then does this 300 

11 

12 

13 

14 

15 

16 

17 

18 

1!) 

20 

21 

22 

23 

2~ 

25 

percent statutory penalty apply. 

CHAIRMAN: ! think it applies to anyone who elects to be 

carried. 300 and 200 . 

HcCLANHARAN : Right. But 

RIGGS: She ' s dropped out the 200 --

~RHAN: Ob, well, that's what X was trying to under

stand. Okay, because it's a leased tract. 

tlcCLANNAHAN : Yes, exactly. 

CHAIRMAN : so you' re trying to qet us to rule on whether 

or not we ~ave before us a leased tract. 

HcCLANl~AHM~ : No . I • m saying is it a 300 pe.rcent intere.st 

or ls it a 200 percent interest in terms of penalty? 

Yes, you're right. You're going to have to tell me . x 

mean, they've already said it's a leased tract. 

R. CHAIRMAN: I ' m not trying to play games with you either • 
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I'm trying to just make sure I understand. You're tryillg 

2 to get us to aqree that we ' ve beard evidence to say that 

3 this is a leased tract that • s before us . 

~ HS. HcCLANNAHAN : Yes . 

5 HR. CHAIRMAN : Hr. swartz, is that in dispute, the fact that 

6 we have a leased tract before us at 300 percent? 

7 HR. SWARTZ : we were pooled under our lease for goodness 

8 sakes. I mean, we claim we have a lease and we were top 

9 leased . No, it's not in dispute. But on the oth.er band 

10 we haven • t elected - 1' m telling you I don' t think we're 

11 goi ng to elect to be carried. I mean, this i s all a 

12 

13 

14 

15 

16 

waste of time . we were pooled because we have a lease 

and we ' re parties to a lease. That • s in the record and 

I've never taken a position that we're a fee owner. I 

think you can assume one of the reasons we're not 

interested in being carried is we don't want a 300 

17 percent penalty. 

ID HS . HcCI.ANNAflAN: well, a.re you sugqestinq you • re making your 

19 election now? 

20 HR . SWARTZ: No. You • ve got to 9i ve me an order first and 

21 then I've qot thirty days. 

~ HS . HcCLANNAHAN : Precisely. so I need to know what that 

~ means ~hen the order qoes out. 

24 HR. CHAIRMAN : ( Pause. l I think what they• re trying to ~;Jet at 

25 is to cut out that part of the option • 
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1 HS . RIGGS : To taylor the poolinq orders --

2 HS. HcCLANNAHAN: No, no. 

3 s. RIGGS : -- so that if they elect to be carried that 300 is 

4 the applicable penalty. Is that wbat we're saying? 

5 S. HcCLANNAHAN: 

6 HR • McGLOTHLIN : 

No, we're not request1nq that. 

&xcuse me. F1rst of all, they have to make 

7 the option if they're qoinq to sell or lease or be deemed 

a leased or whatever or part1cipate or not part1cipate o.r 

o be ca.rr1ed. or whatever. 

10 s . HcCLANNAHAN: I don't think, though, it makes sense for us 

' 1 to keep coming back to the Board every month to deteraine 

12 

13 

14 

yet one more provision of the order. so I was just 

tryin; to ;et this taken care of in case carried as an 

optl.On. 

t5 SWARTZ : Well, it is an option and it's in the record. I 

16 wou~dn't want to come back here and tell these people 

17 that we don't have a lease. I mean, gee, where am I 

18 headed here? You've qot to assume that the record means 
19 somethin; and that people don ' t do stuff that's crazy. 

~ There is a lease here. 

21 s . HcCLANNAHAN: If the record meant something, Hark, we 

22 

23 

2~ 

23 

wouldn ' t be here today. 

R. SWARTZ : Well , I ;uess it meant more in my interpretat1on 

than yours. I mean, why didn't you lay it out a month 

aqo. I thi nk you 've got to assume I have never disputed 
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• there's a lease . so why would I ever come back here and 

2 a.rCJUe that it was fee or soaethinq. I think --

3 HR. C:IA.I:RHAN: Rnouqh folks . Okay. 

• HR . SWARTZ: I ' m sorry. I'm done. You can do whatever you 

5 want. 

6 

7 

8 

0 

10 

11 

12 

13 • 1• 

15 

16 

17 

18 

19 

20 

21 

22 

ZJ 

24 

25 

• 
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ITEM U 

2 

3 KR . CHAIRMAN: The next item on today• s a;enda is a petition 

4 from Equitable Resources Exploration for modification of 

5 VCP-3099, a provisional ci.rillin; un.it . This iB docket 

8 number VGOB-94/01/18-0430. We'd ask the part~es that 

7 wish to address the Board in this matter to come forward 

8 at this time. 

o HS . Hcc:t.NlNAHAN : Elizabeth McClannaban representinc Equit-

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

2J 

21 

22 

2J 

2~ 

able . 

SWARTZ: Hark swartz for ColUIIbia Natural Resources. 

sCOTT : Tim scott for Penn-Vir;inia Resources corporation. 

SWARTZ : Haybe to save time I have no -- CNR has no 

objectl.on to modi.fyinq this unit to include the addition

al seams and pooling them. If that • s all that needs tC' 

happen today we would consent to that happenin; . If 

we• re goinq to qet back into the notice with elections 

and everything else and costs I think we a:.ready have 

the costs unless thoy•ve been modified. t would consent 

to this on behalf of my client to the extent that it 

s eeks t o -- additionally to Dodify the prior order, 

addinq additional seams and poolinq those seams. If 

that's all that needs to happen today my client will 

consent to that. 

~ R. CHAIRMAN : Elizabeth, this is your application • 
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I HS. HcCLANHAHAN : I assume Penn-Virginia bas soaething to say 

2 J.n this . 

3 HR . SCO'M' : We don ' t ob)ect. 

« HS . HcCLANNAHAH : could I take about a five aiDute break? 

5 HR . CHAIRMAN : sure. 

6 

; 

8 

HR. 

(AFTER A BRIEF RECESS, THE HEAIUNG CCNTDWBS AS FOLLOWS: I 

CHAIRMAN : The parties have already identified themselves 

and we' ve had some information 1D tbe record . Elizabeth, 

9 have you made a decision? 

10 HS. HcCLANNAHAN: Yes. We certainly appreciate Hr . swartz 

n agreeing to stipulate to, I assUDe, tbe application as 

12 its submitted and all exhibits that are subllitt.ed ritb 

13 

15 

16 

17 

18 

that application . The way I understand tbis is 1D 

addition to the stipulation tbat an order be entered like 

the other five tbat were on tbe docket before -- tbis 1s 

one of tbe six - - tbe otber five tbat are on tbe docket 

previous t o this which would be docket number VGOB-

9 4/02/15 I can't read my fax copy . 

10 KR . FULMER: 94 / 02/ lS-0436 . 

20 HS. HcCLANNAHAN : Thank you , Tom . That an order be entered in 

21 

22 

23 

accordance wi th the Board's previous decision on tbose 

six applications , one of which was tbis 3099. Is that a 

correc t summary of your stipulation? 

24 HR . SWARTZ : Right . And then in addition the order witb 

~ regard to t his well 3 099 would add these seams which you 
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need -- I mean, that would be a difference. 

2 HcCLANNAHAN : RiQht . That's hl the application. 

3 

4 

SWARTZ : RiQht . It would d.eal with what you've asked for 

in paragraphs A, B and c. 

5 HS. HcCLANNAHAN: of the application, you're talking about? 

6 HR. SWARTZ: Of this new application . 

7 S. HcCLANNAHAN: Right . 

9 

10 

11 

12 

13 

14 

B HR. SWARTZ : You • re askin9 that these selliiS be added. in A , 

that the well be able to produce from those seUIB, and 

that the interests in these additional seams which 

haven't been pooled previously be pooled. So we'd 9et an 

order like the six that we've been talk1nliJ about but it 

would be different in those three respects -- to Qive you 

the rel1ef that you • re as lUng for here. 

15 

16 

17 

18 

19 

2ll 

21 

22 

23 

2! 

25 

HcCIJUi'NABAN : RiQht. so you are stipulating to the 

application as it' s been submitted with all the exhibits. 

sWARTZ : we~, the problem is you've asked for relief here 

beyond what I've just talked about in A, B and c and I 

have no quarrel with any of your exhibits but I - you 

know, I don't want to 9et back into election procedures 

which is your paraqraph E of the notice. All this other 

s tuff 

HcCLANNAHAN: I s there a problem with paraljlraph D? 

SWARTz , Well , you're already the desiCjJDated operator. I 

mean , you don ' t even need that. No, I don't hut EREX is 
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already the designatea operator for this unit. There's 

2 &lready been a provision for costs 1n F. 

3 HS. HcCLANNABAN : The costs though -- there are additional 

4 costs. 

5 HR. SWAllTZ: I can see that . 

6 HS . HcCLANNAHAN: so are you stipulating to the additional -

7 HR . SWARTZ: I don't have a problem with your exbihits with 

8 regard to costs and I will agree that you would testify 

9 that they are reasonable and I don't have a quarrel with 

to that . 

11 HS . HcCLANNABAN: Are there any problems with any other 

t2 paragraphs besides paragraph E? 

t3 HR . SWARTZ : I ' m telling you that I'm agreein9 to the entry of 

14 an order just like the one we talked about 1n the 

15 previous bearin9 except you would need that order to 

t 6 address paragraphs A, B and c . If you need something 

17 else tell me what it is and I'll let you know. 

1
B HS. HcCLANNAHAN: okay. With reqard to paragraph E I would 

19 

20 

21 

22 

23 

just r equest t hat the Board include my testimony and 

objections that were previ ously qiven in docket number 

94/ 02/15-0436 f or this particular application also rather 

t han us qoinq through all those arvuments a9ain . But I 

certainly would like those noted for purposes of the 
2-a record . 

25 HR. CHAIRMAN: That will be noted for the record . 
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MS . HcCLANHAHAN : our request is, of course, that our app1ica-

tion paraqraph E be uended to d.elete the sale option and 

instead only include one, three and four obviously 

und3rstandl.n; that tbe Board has overruled us on that 

particular interpretation ill it's decision in 94/02/15-

0436 . 

7 HR. SCOTT: I have one coaent to aake and this relates to 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Zl 

2~ 

25 

0436 wbich has already been decided by the Board. I have 

raised an issue or one of the meabers of my fira bave 

ra1sed an issue on the application and th~ order vith 

re;ard to the escrowin; of the verkin; interests. I've 

spoken with counsel for EREX about the way that vas set 

up and we don' t have any objection. I think that BREI 

bas taken a very cautious ~proach to this to which we 

have no objection because our interest is na11 in this 

but we f eel like that they've ;one beyond the mandates 

of the statute . A;a1n , we're not raisin; an objection. 

I just wanted to ;o on record on that issue. 

CHAIRMAN : Do you have anytbinq further, Elizabeth? 

HcCLANNAHAN : I want to call two witnesses, please, for 

t he questions we'll need to qo throu;b, I believe. 

CHAIRMAN : okay. Proceed. 

HCCLAUNAHAN : Don Hall. 

CHAIRMAN : He ' s been previously sworn . He's qualifica

t l ons have been accepted . so we'll stipulate to that 
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2 

3 

a.lso . 

DON HALL 

.c a wl.tness who, after havinq been previously sworn, was 

5 examined and testified as follows: 

6 

; DIRECT EXAMINATION 

e 

9 BY MS. HcCLANNAHAN : 

10 Q . 

11 

12 

13 

14 

15 A . 

16 Q . 

17 

18 

19 

20 

21 

22 A. 

2:) Q. 

24 

25 A . 

J ust to make sure we have the record here, Hr. Hall, you 

previously testified and your qualifications were 

accepted by tlle Board in today' s matters, doclt.et numbers 

94/01 / 18-0432, 94/01 / 18-0433, 94/ 01/18-0434, is tbat 

correct? 

Yes . 

Have you q1ven notice as required by Virqinia code, 

annotated, Section 45 . 1-361.19 to each person or entity 

identified on Exhibit B of the modification and p.ro

Vl&ional unit and compulsory pooling of additional coal 

seams application as the potenti~l owner of the coalbed 

methane qas underlyinq this provisionAl unit? 

Yes . 

were there any persons whos e names and/or addresses were 

unknown? 

No • 
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5 

6 

7 

8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

2~ 

25 

• 

Q. 

Q. 

Q. 

A. 

Q. 

1\ . 

Did you publish notice in the Bristol Herald courier 

paper on December 26, 1993? 

Yes. 

were copies of the proof of publication previously 

sub:litted to the Board? 

Yes. 

Are you proposinq that the Board moclify the provisio.n 

drilllnq unit establuhed pursuant to Vi.rqinia COde, 

annotated , Section 45 . 1-361. 20 .B? 

Yes . 

Is this modification necessary because ERBX has determin

ed that add.i tional coal seams may be cap.able of coalbed 

methane production in the VCP-3099? 

Yes. 

Is there any coal beinq removed with the provisional unit 

area? 

No . 

Is there any active mi ni nq within 750 feet of the well? 

No. 

Do you have a consent to s timulate the Rocky Fork coal 

seam and the seams below the Rocky Fork in this unit 1n 

add1tlon to t he Norton coal seam and below obtained in 

conj unction with the previous docket nUIIIber 0413? 

Yes, we do . 

Has a drilllnq permit been previously refused to ERRX on 
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2 A. 

3 Q . 

any of the tracts that comprise this unit? 

No. 

Bas a well work permit been 1ssued for this unit and this 

well? 

5 A. Yes . Permit number 2555 was issued on october 13th, 

6 

7 Q . 

8 A. 

9 Q . 

tO 

tt 

12 

13 

t4 A. 

15 Q . 

16 

17 A . 

18 Q . 

19 

20 

21 A . 

22 Q. 

ZJ 

24 A . 

25 Q . 

1993 . 

Has this well been drilled? 

Yes, it has . 

Does the plat attached to the modification of the 

provisional unit and compulsory pooUnq of additional 

coal seams application filed by BREX indicate the acreaqe 

and the shape of the acreage to he embraced within this 

unit? 

Yes, it does. 

Does the plat indicate the area within which the wel~ has 

been drilled on the unit? 

Yes . 

Does the unit embrace three or more separately owned 

tracts or are there separately owned interests in all or 

part of this unit? 

Yes . 

And those interests have not aqreed to pool their 

interes ts? 

Pardon? 

Those interests have not aqreed to pool? 
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.. 
5 

6 

7 

8 

I) 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

• 

A. 

A. 

Q". 

correct . 

Have you obtained a coa.lbed methane oas lease on the 

acreaoe withi.n 3099 unit? 

Yes . 

Is EREX the operator of 100 percent of the coalbed 

methane oas within the 3099 unit under th1.s 1993 coalbed 

methane oas lease? 

Yes. 

Are there also oil and oas leases on tbe acreage within 

the 3099 unit? 

Yes. 

Are these leased dated 1972 and 1988? 

Yes, they are • 

And these leases are referenced in Exhibit B of the 

modification and the provisional unit and coapulsory 

pooling application? 

Yes , they are. 

Is ERBX the operator of the 72/88 leases? 

Yes . 

I s the reason for f1linq a compulsory poolino application 

under the conflicting claimant statute the result of CNR 

claiming an i nterest in the CBH under the 1972 and 1988 

oil and gas leases as alleged by CNR and a suit filed in 

the Circu1t court of Wise county, Law Number L-93317? 

Yes . 
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8 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

10 

10 

20 

21 

22 

23 

24 

25 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

If CHR participates under tbc elections previously ruled 

on by the Board in the prior docket number today are you 

requestinq that it contribute 11.65049 percent of the 

cost of the well? 

Yes. 

To be escrowed pursuant to statute? 

Yes . 

Xf CNR participates are you requestinq tba~ 10 . 19418 

percent of its net revenue interests be escrowed? 

Yes . 

If CNR participates are you requestinq that a two and a 

half per cent royalty differential between the 72/88 oi.l 

and gas leases and the 1993 CBH lease be escrowed? 

Yes. 

If CNR participates are you requestinq that the differen

tial net revenue 1n~erest of all conflictinq claimants 

listed on Exhibit c be escrowed? 

Yes . 

If O~R elects t o be carried after pay-out of the 300 

percent statutory penalty are you requestinq that the 

differential n~t revenue of all the conflictinq clai.aants 

11sted on Exhibit c be escrowed? 

Yes . 

If C"R i s a carried operator are you requestinq that the 

two and a half percent royalty between tbe 72/88 oil and 
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2 A. 

3 Q. 

4 

5 

6 Q. 

7 

8 

9 

10 A . 

11 Q. 

12 

13 

1~ A. 

qas leases and the 1993 CBH lease be escrowed? 

Yes . 

If CNR does not aalte an election are you requestin9 that 

its interast be deemed to be carried? 

Yes . 

Are you request~nq that CNR be a1lowed the standard 

period of tilDe ~n whJ.ch to aake an election thirty days 

llfl:er recorc11n9 the order in the appropriate clerk's 

office? 

Yes . 

Are you requestinq that the Board aodify the 3099 unit 

and pool the interest of the conflict1n9 claimants listed 

on Exhibi t B? 

Yes . 

15 HcCLANNARAN : Those are all the questions I have for Hr. 

16 Hall. 

17 

18 

19 

20 

21 

22 

23 

2~ 

23 

CHAIRMAN : Questions, members of the Board? 

EVANS: l've 90ne one quJ.cky . Did you say there's no 

mining Wlthln 700 f eet of this well? 

HcC~~: I believe ther e is no presently active 

min1nq within 7 50 feet of the well . 

EVANS : Obviously from the plat there 's some abandoned 

works? 

HALL : Yeah . 

EVANS: Thot mine is no lon9er workinq or is that section 
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just abandoned? 

2 KR. HALL : I don • t think that 11ine is worUn; at all. 

3 KR . EVANS : 

' KR . HALL : 

5 HR . EVANS: 

6 KR . F11LHER : 

7 KR. HALL : 

8 KR . EVANS: 

9 

In what seam, do you know? 

Pardon? 

What seam are t hose in? 

tcl.boden. 

I thinJl it 's on the plat there. 

Oh. I see it . Tha.nk you. That's it. 

(Witness stands aside.) 

1o KR . CHAIRMAN : Any other questions? Hr. swartz, do you have 

11 any questions? 

12 KR . SWARTZ: I think t ha t Elizabeth request ed that if CNR did 

13 

1• 

not make an election they be deemed to have been carried • 

The s tatute says if you don• t d.o anythin; you're dee~~ed 

15 t o have leased . The order sort of deals with that -- the 

16 standard order . I don't know if she mis-spoke, but I'll 

17 try~; t o listen carefully t o what we're beinq asked. 

18 HS. RIGGS : I th~lt that was part of the c011111ents to the prior 

19 a 1x 1n that the l4nquoge she had requested in the letter 

~ wh ich is included 1n the docket requested -- well, it 

21 dldn' t offer a lease option and it didn ' t offer a sale 

~ option and therefore the deemed to be was carried as 

2'l opposed t o a l ease since there was no l ease option. 

~ HR . SWARTZ : All ri9ht . I just caught that and wanted to make 

25 sur e it was noted and that -- I quess abe was tellin; us 
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that because she was continuinq her objection to what bad 

2 happened before. I have no problea with what I heard. 

3 I • ve aqreed to this on behalf of my client in the sense 

~ that we're addinq the seams, that the coats have changed 

5 for a recompletion, that these additional aeaas be pooled 

6 and that the interest of CNR in these additional seaas be 

7 

8 

pooled as well -- the interest, if any. So I have no 

problem w1.th it . 

9 HS. HcCLANNAHAN : Wi th reqard to what Hark is talking about 

10 

II 

12 

13 

14 

IS 

16 

17 

18 

19 

2:> 

21 

22 

23 

with the elections, again, this is the point I was makino 

earlier . That if you're a leased interest you can't be 

deemed to be leased which is what the statute, of course, 

conteaplated that it would apply to unleased parties, not 

leased parties. so if you apply the statute to a leased 

par cy then you have co deem Cbem to be carried in our 

estiaation. Bob Dahlin, please. 

CHArRHAN : Just a second. Dl.d you have any questions, Hr. 

s cott? 

SCOTT : I j ust wanted to clarify something because I think 

we dl.scussed thi s before . You ' re qoing to escrow 

whatever the difference is between the 1993 and the 1972 

l e ftse . both £REX' s interest and Penn-Virc;inia'a interest 

and CNR' s interest. 

S. HcCLANNAHAN : Right . 

~ R. SCOTT : That's all I needed to know. Thanks • 
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3 Q. 
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5 
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7 Q. 

II 

9 

10 

11 

12 

13 • 14 

15 

16 

17 

18 

19 

Zl 

21 

22 

23 

24 

25 

• 

be capable of coalbed JDetbllJle production in tb1s unit? 

That ' s correct . 

How did you determine that additional seams were necess

ary for the operation of the well? 

ourinq drillinq we encountered a natural up-flow in th.e 

zones above what bad previously been force pooled. 

In the addi tl.onal coal seams from which you intend to 

produce are the coal seams from tile top of the Roelty Fork 

including the upper Clintwood, bottom Clintwood, Bla.ir 

Lines, Dorchester and any other unnaaed coal seus, 

coalbed or pools, rock strata associated therewith strata 

correlative to the coal seams and coalbed&, is that 

correct? 

That's correct. 

And these seams are additional seus to those that you 

hove already previously included in the application under 

docket number 0413, is that correct? 

That l.B also correct . 

Are the costs and expenses for the well set forth on the 

supplemental authority for expenditure attached to the 

oppllcation of the provisional unit and compulsory 

poolinq of additional coal seams as Exbibi t G? 

They are . 

Does the supplemental AFE reflect the additional stimula

tion costs of the additional seams to be included in the 

16 3 



• 

• 

• 

well? 

Yes , it does . 2 A. 

3 Q. 

~ 

s 

Does tbe supplemental AFB reflect the cost of drillinG 

tbe well to total deptb and completed for production 

costs? 

6 A. 

; 

It reflects the additional costs subject to drillinG to 

total deptb and recompletion, yes. 

8 Q . 

9 

10 

Are you requestinq tbat SRBJ continue to be desiQnated as 

the well operator authorized to operate this unit as 

modified? 

n A. Yes, we do. 

12 HS . HcCLANNAHAN : Those are all the questions I bave for Mr. 

l 3 Dahlin • 

AnY questions, mellbers of the Board? 

IS MR . EVANS : 'l'bes e completed well costs are in ad.dition to what 

16 was oriqlnally 

l7 HR . DAHLIN : That' s correct . 

Is HR . EVANS : Okay . so, in other words , we're talkinq 177,000 

10 aore tban what was - -

20 HR . DAHLIN : No . Just 47 ,000 additional. 

21 MR . EVANS: Tho1t's wha t I was ask1nq, wbat totals were 

22 totals . 

23 HR . DAHLIN: You have in front of you a SUPPlemental AFE with 

24 the total of $47,000? 

2S HR. EVANS : Yes • 

164 



• 

• 

• 

DAHL:IN : Tbat•s the only additional costs that will be 

covered under this. 

EVANS : In other words, I quess, the ori9'1nal for 177? 

4 KR . DAHL:IN : Tbat sounds right. I don't have a copy of that 

s with me. 

6 KR . 

7 

8 

9 HR . 

10 KR . 

11 

12 

13 

14 

15 

16 

17 

18 

1C) 

20 

2 1 

EVANS : Is that riqht? Alii I reading that right, To•? 

FULMER : September , 1993. 

EVANS: So we•ve qot 47,000 in additional to that 177,000? 

DAHLIN: Tba t • s correct . 

EVANS : That's fine. 01-:ay. 

CHA1RHAN: other questions? Hr. scott , any questions? 

Mr. swartz? 

SWAR'I'Z : No • 

CHAIRMAN : Anything further, Hs. McClannahan? 

HcCLANNAHAN : No . 

CHAIRMAN : Members of the Board? 

(Witness stands aside.) 

McGLOTHLIN : I cove we accept the petition as presented. 

PRESLEY : I second that motion. 

McGLOTHLIN : Hake that notinq Hr. swartz and Hr. scott's 

comments. 

22 i R . EVANS: Cons istent with aU the testimony we've received 

on t his decis i on and the prior five . 

2• R. CHAIRMAN: He 's j ust trying to clarify the motion because 

23 it is --
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1 HS. RIGGS : would it be approved u subJiitted subject to the 

2 

3 

• 

decision of the Board in the prior docket and the 

stipulations of Hark ~artz related to the relief being 

sought? 

s HR. McGLOTHLIN: Yeah , that's what I said. 

6 HR. EVANS : We're mak.ing sure that's what you said . 

7 HR . CHAIRMAN: Any further discussion? Do we have a second? 

8 HS . PRESLEY: Second . 

9 HR. CHAXRMAN : Any further ctiscussion? All in favor s1vn1.fy 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2S 

by saying yes . (ALL AFFIRM.) Opposed say no. (NONE. ) 

It • s a unanimous approval . 

(End of Proceedings for 
February 15, 1994.) 
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2 

3 COKKONWBALTH OF VIRGINIA 

4 COUNTY OF WASHINGTON 

5 

CERTIFICATE 

6 I , Deborah J . Bise , Notary Public in and for the common-

7 wealth of v~roinia, at Laroe, do hereby certify that the 

8 foreooinq is a true transcript of the proceedings bad in the 

9 Virqi nia Gas and Oil bearing on February 15, 1994; that al.l of 

10 said proceedinq was electronically recorded and was reduced to 

u writinq by me and that said transcript is true and correct to 

12 the best of my ability . 

13 I further certify that I 4111 not a relative. counsel or 

14 attorney for either party, or otherwise interested in the 

15 outcome of this action . 

16 

17 GIVEN under my hand thi s 8th day of Harch, 1994. 

18 

19 

20 

21 

22 HY commission expires september JO, 1996. 

24 




