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October 24, 1994
This marter came on to be heard before the Virginia Gas
this the 24th day of October, 1994 at the

-

Park, Rhododendron Restaurant, Breaks,

virginia pursuant to Section 45.1-361.19.B and 45.1-361.22.B

the Code of Virginia.

#AMPLER: Good morning. My name is Benny Wampler. I'm

Deputy Director for Regulatory Services for the Virginia

Department of Mines, Minerals and Energy and Chairman of
Gas and 0il Board. We'll ask our Board members to
hemselves starting with Mr. Mason.

INTRODUCED. }
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CHAIRMAN The first item on today's agenda is a petition

from Equitable Resources Exploration for force pooling of
proposed well #2824, docket number VGOB-94/07/19-0459.

Wwe'd ask the parties that wish to address the Board in

o

this matter to come forward at this time.
AISER: Mr. chairman and members of the Board, Jim Kaiser

on behalf of Eguitable Resources Exploration. At this

docket Items I, I and VI will be continued to Novem-
ber Irem VII, as you all know and as Mr. Fulmer has

been i1nformed. has been withdrawn. That unit 1s now 100

percent under veoluntary lease

VANE 1d you say Item VII

KAISER: Y25 It's been withdrawn.

CHAIRMAN: Review those all again, 1f you would.

KAISER Dkay. On the October docket Items I, II and VI

will pe continusd until the November docket. Item VII
AIEMA? hank yo

[ &)




g on today's agenda 18 a petition

company for a well location excepticn

This 1s docket number VGOB-94/08/16-

that was nued from September. Wa'd ask the

rhat wish to address tne Board in this matter TO

this time.
These notes indicate that that was

witharawn.

£ there's anybody here that

CHATRMAN:

wanted to adar

t's okay.

t speaking on behalf of virginia Gas, Mr.

sy understanding rhat that case has

them once they've published them,

¢ anybody came and had

1
-

item 15 withdrawn.




MR.

CHAIRMAN: The fourth item on today's agenda is a petition

Ratliff Gas Company under Section 45.1-361.22 for an

ng drilling unit and force pooling of

coalbed methane gas drilling unit identified as U-192 1n

the Oakwood Fiesld. nis 1is docket number VGOB-94/10/2&4/-

0575. We'd ask any parties that wish to address the

—

Boara in this matter

to come forward at this time.

d that's been continued until the next

to continue that. That's

to see 1f anybody has

o Mark Swartz and we're here on

roduction Company. My understanding

™Y

nue it but it was kind

to come here and ask

no obj)ection anyone TO continue

st remind you I guess under the

-=- and I'l]l ask Ms. Riggs to confirm

gave you unt February, 1s that
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MR.

CHATBRMAMN: The next 1tem on today's agenda 1s a petition

from Buchanan Production Company for an order force

pooling interests 1 o2 coalbed methane gas drilling

unit i1dentified as T-16 This 15 docket number VGOB-

94/10/25-0376. We'd ask the parties that wish to address

the Board i1in this matter to come forward at this time,

Swartz on behalf of Buchanan PFroduction

that wish to address the
The record will show there are
may proceed, Mr. Swart:z.
a short hole unit which will
gob. This unit was pooled
1992. Parties surfaced who had
Y repooled or the order was
and before production
diter these two pooling orders were
1t was pooled once short hole
in other units in the
ave this from the one year
a standard provision in the Board

Wihat we are essentially doing today is




short hole

spend a on it. But short hole production 18
about to commence and this panel 1is, in fact, going to be
have need to come back and repool
unit. Because 1t's a repooling everyone would have
their election rights. We have noticed everyocne 1in the
£3rst pooling a couple of things have
ware To coppare Exhibat A which 1s the
o] = original pooling some of the tracts have
~hanged and the divlislons of interest have changed
accordingly. In addition Buchanan production and it's

agent Consol have identi ied a large number of additional

heirs. Thare was SORE heirships pooled originally and

neirs nave actually been identified in the interin.
pondents thar there were

lan has changed

has increased from roughly 11 percent
15 percent. So there have been a number
were to go back and compare. In
- we'll talk some about this
155 some respondents -- Consol on
Buchanan Production has aggressively attempted

1 ==

1ot of these heilrs. When this was originally




pooled was roughly a 60 percent interest that

needed pooled. At this point, as you'll see from
the exh in the packetr that Les gave you this
morning, we're down to about 31 percent. S50 they've
leased guite a few of these people in the interim. wWith

that introduction 1'd like to have Les AIrrington EwWoOIn

and then we can proceed with the testimony.

COURT REPORTER: [Swears witness. )

LESLIE E. ARRINGTON

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

DIRECT EXAMINATION

full name for us?

YOou WOk

n preparing the notice of hearing

this matter?

were you the person who signed both the notice

earing and the application?




TAis morning have you distributed to the Board members a
volumes of exhibits 1n an orange binder?
Yes, I have.
volume of exhibits are there two amended exhibits
o exnibits that have been amended that were
supmitted with the application but have since changed and

rwo amended exnibits Bxhibit A, Page 2, and

Yes, they arsa.

Is Buchanan Production Company a Virginia general

two partners in Buchanan Production Company
operators, Inc. and Appalachian Methane, Inc.
rhese cocrporate partners wholely owned

idraries of Consel, Inc.?

h1s application are you requesting --is the applicant

Buchanan Production Company requesting that Consol, Inc.

jesignated the unit operator by the Virginia Gas and

Board?




Dalaware corporation, correct?

Is Co authorized to do business 1n the Common-

wealth and has it registered with the DMME and does 1t

blanket bond cn file as required by law?

nave

exhibits that we've tendered to the
are there a collection of exhibits
10n of authority by Buchanan

Inc. to manage 1it's

also some further documents indicating that
jelecated and identifled certain people to

Buchanan Production Company?

ara Claude Morgan, the general manager,

rhe land manager and Randy Albert, the

the respondents here, originally 1in

the application there were a list of 184§




respondents, the last one being Buchanan County just for

notice purpaoses, correcct?

Yes.

In th

Yes,

orange volume today is therd Pan amerfed Exhibit B?

there 1is.
's behind what
6.
Exhibit 5 that is the

1t the same that was

Swartz, give him a copy of this.

SOorry to interrupt.

Swartz continues.) So Exhibit 5 1is,

the original Exhibit B?

what?
that we would like to have dismissed that
purchased thelr i1nterests.
Exhibitr B that was filed with the applic-
1ave included these people behind the tab
as regpondants, correct?
In one or more locations.

updated version of Exhibit B which is behind tab




that in it's order
poolinc 1s approved that the Board dismiss the
i1sted on Exhibit B-2 updates which 1s

ind tab Exhibit & in the orange volume?

we would.

reason you would request they be dismissed 1s that

pehalf of Buchanan Precduction has

rom these people?

your application to add any respond-

of due diligence with Mr.

by you, correct?

indicated the efforts
d idencify people and the efforts

b | 3

laase people:?

£ we ware to look at the

Page 2, which 1s bshind tab Exhibait 4




in the orange vclume this indicates that the interest to
be pooled today 1s 31.982 percent, 1is that correct?
That' correc

unit was originally pooled back in 1992 -- late

percentage that needed to be pooled was what

in leasing roughly half of

those people who needed to be leased in December of 19527

[y
i

tinuing 1in your effort to attempt to lease?

terms have you been offering and

s that you've succeeded in

one-eighth royalty, a five year

only the royalty will be paid?

terms to the Board to be
his pooling is approved with

the lease terms for people who




to have been leased?

1fied mairl/return recelpt regquested to

listed in the notice of hearing for whom

Have you filed today 1in the orange volume a SUERAry Or a

of mailings?

on which mailing occurred, the
date on which people may have signed
ind:icates 1f the mailing was returned and
by a blank would indicate you haven't gotten it
you haven't gotten a card back?
correct.
nree page document concludes with a listing of
for whom you did not have addresses?
correct.
was no mailing to those folks?

Using publication for notice.

hearing and Exhibit A-1, was that publish-

newspaper?

=1d Daily Telegraph on September 27th.




e

icate of publication from that

Fulmer's office?

rhe fact that T-16 was pooled in 1992

t and production didn't

b uni

and that's why we're back here, 1s

short hole active gob

§ as a

the Dakwood II rules?

include just one

a proposad

1n VP-8 and Exhibit G which shows

is now consistent with
to isolate

the unic

have been undertaken

s part of the orange volume behind tab

w the longwall panel running east to

-




That's

It was,

That's

VP-8 and

correcec.

-—

how it intersects T-16, does it neot?

T-16 has a 15.725 percent allocable

correct?

B0 acre unit and

below the Tiller?




Yes.

Is that estimate 1o your opinion a reascnable estimate

_ -ii

with regard to the per well costs anticipated in this

panel?
Yes, 1t is.
Now, the projected depth of the target formation -- the
Pocahontas =3 seam 15 also shown on Exhibit €, 15 1t not?
2,024 feert.
the bottom?
the bottom, yes.
this would be an exhibit to the eoriginal
is Exhibit G, tha last page of the
this capture the panel cost associated

the VP=-B panel?

osts among the various

r the VP-8 panel?

again with regard percent

or T-16 would be 1in what

amended would set forth the division of




=d

interest for each respondent 1n this unic?

1f cne wanted to calculate the participation Ccost, the
carried interest multiplier or the royalty one would take
rhe division of interest for each respondent, multiply

=hat times the allocable well cost reported on Exhibit G,

Or multiply it times the 15.725 percent to obtain the

Les, 1§ 1t your view that this plan to develop short hole
active gob basis for T-16 is a reasonable plan to develop
che coalbed methane within and under this unit and other

units within the VP=-8 panel?

Wil this well contribute to the protection of cer-
relarive rights of the owners of the methane within and
under this unit and other units affected by VP-B an

will i1t lessen the likelihood of both physical waste and

§ 1t your request or indication to the Board that all
respondents should be afforded election options since

rhis should be treated essentially as a new pooling?

18




should.
That's all I have.

questions, members of the Board?

-

ve got one gquestion real quick. The total cost

mas that changed since the original applic-

I don't know if the panel cost has changed. The
unit cost I do know has changed.
EVANS: The parcentage changed obviously and that's == i
want to know if the basic changad on that?
SWARTZ: Well, I assume 1Tl did because -- I don't Know if
s related to this unit or the entire panel, but the
locable costs when this Was first pooled to this unit
,000 and they are now £242,000. So whether it's
unit or -- I assume 1t's the panel overall.
sust golng to say does anybody have a
pecause you can figure 11 versus 15 parcent of
nuzber to see 1f 1t cComes up anywhere close.
me that 1t's obvious that more money
this panel than was originally contem-
-he difference is not accounted for by the
~ce petween 11 percent and 15 percent.
you have anyone to speak to why the panel
escalated? You're talking about a faarly

gnificant i1ncrease 1t appears.




(Pause. )

continues.) Les, what was the original

Exhibit G, Page 3,

Rougnly doubled, correct?

ginal estimates 1n November o©f

not prepare the orl

figure was arrived at by

rhere are more wells at

units?

~an you ofier any --




(Wwitness stands aside.)

Do you have anything further, Mr. Swartz?

Do we have a motien?

Mr. Chairman, I @move that we grant the petition.

HAHRRIS: Second.

CHAIRMAN: A motion and a second. Any turther

discussion? All in favor signify by saying yes. (ALL

AFFIRM.) Opposed say no. {NONE.) A unanimous approval.




ITEM VIII

MR. CHAIRMAN: The next item on the agenda is a petition from

Equitable Resources Exploration for an order force

pocling interests in coalbed methane gas drilling unit
identified as VC=-3230. This is docket number VGOB-
84/10/25=-0479,. Wa'd ask the parties that wish to address

this matter to ccme forward at this time.

Jim Kaiser on behalf of Equitable Resources
Exploration. Mr. Chairman and members of the Board, our
;itnesses 1n this patter will be Mr. Dennis Baker and Mr.

Dahlin.
Any others that wish to address the Board 1in

The record will show there are none. You

DENNIS BAKER

after having been duly sworn, was examined and

IWE




DIRECT EXAMINATION

are erployed by who and in what capacity?

irablie Resources Exploration as a leasing SuUpervisor.

include the lands involved here

samiliar with Egquitable's application for the
a drilling unit and pooling order for

EREX well VC=3230 dated September 22nd, 195947

n the Roaring Fork Field subject to the
rules as promulgated May 31st, 19954

dats pPri ' 1994

a perm

‘ieve there's a permit application on file

force pool the drilling rights
and spacing unit as depicted at

application?




interast of Equitable in the unit?
of application and currently the gas estate

leased 15 93.78 percent, the coal estate being 78.04

percent leased.

Are you familiar with the ownership of drilling rights of

parties other than Equitable underlying this unit?

Yes.
Would you state those for the Board, please?

€ unleased portion of the gas estate is 6.22 Percent.

e
& il

Tae ccal estate being unleased to Equitable is 21.96

4B =],

unleased parties set out at Exhibit B?

this application were efforts made
of the respondents and an attempt to work

regarding the development of the units

equent to the filing of the application have you
o § 2 LO attempt to reach an agreement with the

1aents listed at Exhibit B?




Yes, we have.

As a result of these eiforts have you acquired other

leases from any of the respondents listed in Exhibit

unleased owners?

made to determine 1f the individual
were living or deceased or their whereabouts
deceased were efforts made to determine the namas
and addresses and whereabouts of the successors to any
deceased individual respondent?
Yes.
Were reasonable and diligent efforts made and sources
hecked to ldentify and locate unknrwn heirs, to include
ources such as deed records, probate records,
treasurers records and secondary
as telephons directories, city directories,

friends?

opinion, Mr. Baker, was due dili-

locate each of the respondents named

cut in Exhibit B to the application

for the respondents?




of those parties which you are hereby
proceading are you requesting this

all over unleased interests listed at

Does Equitable seek to force pool the drilling rights of

each 1individual respondent 1f living and 1if deceased the
unknown SUCCESS0r Or Successors tO any deceased individ-

respondent?

stabie seeking to force pool the drilling rights of
designated as trustee 1f acting in capacity of
ng in such capacity 18 Equitable

drilling rights of the success=-

fair market value of drilling

Board as to what those are?

£ive year term, one-eighth

familiarity by acquiring oil and gas

~oalbed methane leases and other agreements

ng the transfer of drilling units in the unit




involved here and in the surrounding area?

'n your opilnion dc the terms you have testified to

represent the fair market value of and the fair and

ation to be paid for the drilling

Pricr testlimony as to respondants who have not
voluntarily agreed to pool do you recomsend that the
respondents listed at Exhibit B who remain unleased be
allowed the following options with respect to their

within the unit: 1) Participation.
of §5 per net mineral acre plus a one-
erght-eighths royalty. 3) In lieu of the cash
bonus and one-eighth of eight-eighths royalty share in
the well on a carried basis as a
under the following conditions; Such
shall be entitled to the share of

the tracts pooled accruing to his

racts but only after the
cable to his share equal A) 300 percent of
share of such costs allocable to the interest of the

carried operator of a leased tract or portion thereof aor




B) 200 percent cof the share of such costs allocable to
the interest of a carried operator of an unleased tract
or portion therecf?

Yes. That's correct.

Mr. Baker, do you recommend the order provide that the

lections by respondents be in writing and sent to the

applicant at Equitable Resources Exploration, PO Box
1583, Kingsport, Tennessee, 37662-19B83, attention Dennis

R. Baker, Regulatory?

Should this pe the address for all communications with

the applicant concerning the force pooling order?

fes.

Do you recomnend the force pooling order provide that if

no written election 15 properly made by a respondent then
such respondent should be deemed to have elected to cash

royalty option in lieu of participation?

file written elections?

an unleased respondent elects to participate should
respondent be given 45 days from the latter of the
0f the mailing to pay applicant for respondent's

proportionate share of well costs?




the applicant expect the party electing to partici-

to pay 1in advance that party's share of coopleted

COSTS?

-ant be allowed 60 days followlng the

recordation date of the order and thereafter annually on

that date until production 18 achieved to pay or tender

cash bonus becoming due under the force pooling

the force pocling order provide that if

proportionate share of well costs satis-
applicant for payment of well coOsts the
to participate should be treated as
and void and such respondent should

no initial election had been £filed

respondent
the payment of well costs any cash sum becoming

such respondent be paid within 60 days after

whick such respondent could have paid or




made satisfactory arrangements for the payment of well

COSLS?
That's correct.
Do you recommend the force pooling order provide that if
a respondent refuses to accept any payment due, including
any payment due under said order or any payment o
royalty or cash bonus or said payment cannot be paid to a
party for any reason or there is a title defect in a
respondent's interest or in the event of conflicting
claims to the coalbed methane that the operator pay into
W account created by this Board into which all
COSTS or proceeds attributable to the conflicting
interests shall be held for the respondent's henefit
until such funds can be paid to the party by order of
or until the title defect or conflicting claim
resolved to the operator's satisfaction?

named the operator under the force pooling

Resources Exploration.
t's all the questions I have of this witness
Chairman.
members of the Board?
(Witness stands aside.)

You may call your next witness.




(Swears witness.)

ROBERT A. DAHLIN, II

having been duly sworn, was examined and

DIRECT EXAMINATION

EY MR. KAISER:

Mr. Dahlin, I'll remind you that you've been sworn. If
you would state your name for the record, who you are
employed by and in what capacity?

My name is Robert A. Dahlin, II and I'm employad as an
oparations specialist for EREX.

Have you previously testified before the Virginia Gas and
011 Board and have your qualifications as an expert

witness previously been accepted by the Board?

the lands involved here

familiar with the proposed exploration and

the unit involved here under the appli-




b |

10

n

12

L¥]

(]

0

?.

what 15 the total depth of the proposed well under

applicant's plan of development?

[
ks
L

0 feert.
Will this depth be consistent to include formations with

the well work permit now pending before the DMME?

[
n
I
[
o
i
[

-
e
[
¥
r

his be sufficient to penetrate and test the common

sources of supply in the subject fcrmations?

What are the estimated reserves of the unit?
We anticipate 350 m:illion cubic feet of gas.
Are you familiar with the well costs for the proposed

3

initial unit well under the applicant's plan of develop-

Has an AFE been reviewed, signed and submitted to the

vas thlis AFE prepared by an engineering department

Know.edg=able in the preparation of AFEs and knowledge=-

able :n regard to well costs in this area?

I e 811

Does thlis AFE represent a reasonable estimate of the well
costs for the proposed unit well under the applicant's
pla £ development?




Yes, sir, it does.

Would you please detail both the dry hole costs and

completed well costs for the Board?

The dry hole costs are $72,873 and the completed well

COSLs are s5185,000.

Mr. Dahlin, could ¥You explain the fact that this 1s a
twin well to a conventional well 2528 location?

Xactly that. 1t is a coalbed methane drilling

Was aesigned to drill at about the game

of the €X1sting conventional gas well. This

completed to Produce the coalbed methane resery-

these costs anticipate -- you Just stated the dry hole
COSts and the completed well costs. Do they anticipate a

coopletion?

include a Teasonable charge for Supervision?

¥YOur professional OPlnion will the
115 application be in the best lnterest of
Prevention of waste and protection of

rights?

Chairman, that's all I have of this witness




CHAIRMAN: Questions, members of the Board?

HARRIS: About the location of that well in reference to

the V=2528. I do have a question about the location

exception. Do we need to explore that? That's not been

@entioncd.
KAISER: I believe under the Roaring Fork Field rules that

requested in the permit application that has been

Does the application contain such a reguest?

Yes, 1t does.
I think there is a delegation to the Inspector
through the permitting process for a variance.
CHAIRMAN: So you're not asking the Board to make a
Let's just clarify for the record about that
before you for a force pooling.
gquestions?
(Witness stands aside.)

Chairman. I move that we grant the petition.

discussion? All in favor signify by

y25. (ALL AFFIRM.) Opposed say no. (NONE.)

unanimous approval. Thank you.

A BRIEF RECESS, THE HEARING CONTINUED AS FOLLOWS:)




ITEM IX, XTI

SIMR. CHATRMAN: The next it

item on the agenda is a petition by
4 Equitable Resources Exploration for an order creating a
5 drilling unit and force pooling of interests of conven-
5| ticnal gas drilling unit identified as Vv-3399. This is
7 docket number VGOB-94/10/24-0480. We'd ask the parties
8 that wish to address the

Board in this matter to come

forward

SWARTZI

Exploration.

CHAIRMAN: Are there any others? The record will show

13

there are none. ¥You may proceed.

Mr. 1f I might suggest to the Board,

t four 1tems on the docket, Items IX, X, XI and

..... are related. Items IX and XI pertain

4
U
=
15
p i
1
(2 ]
(=]
rt
L
Bl
(3]
‘e
[
i
(2
=
m
ke

ooling application and creation

XI 15 a request for a

be easier to handle the

we could combine these and

Nen obviously we'd have

to address some Separate 1ssues.

24 may accelerate things.




MR. SWARTZ: And the same 185 true for Items X and XII. Item X
1s a creation of a drilling unit and pooling application
and then XII would be a location exception. So if the
Board thinks it might facilitate matters we could combine

that.

MR. CHAIRMAN: That's fine.

DENNIS BAKER

84 Wlitness wino, after having been previously sworn,

examined and testified as follows:

DIRECT EXAMINATION

BY MR. SWARTZ:

Could you state your

Exploration.
what do you do there?
csenior landman and I'm leasing supervisor.
involvement in the pooling application

catlon exception were you the person

doing the title and preparing

from the title opinions, Yés.
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Did you also participate in and review the notice of

hearing and the applications that were prepared?

Have we filed today a revised Exhibit B?

Yes, we have.

Essentially the changes on Exhibit B are on the last page
and the second to the last page, correct?

That's correct.

irst four pages are identical to the exhibit that

=]

he application?

o
o 8

wn
rh
1A
[
in
o
%
-
rt
=]
)

Wnat were, if you can recall, the changes that were made

Delieve on top of Page 5, the first four individuals =--
I believe in the application Spouses were omitted and we

had to identify their S5pouses and their marital status.

50 we incorporated those.

LUxay

Cnh Page 6 the only change was the change in the unit
leased 1d unleased and the interest leased and unleased
Was shown to be leased to the applicant.

Aare 1T more specific that it was leased because
Chers was a Virginia Gas lease as well?
Right There are third parties, yes.

This application with regard to V-313199 18 a reguest on




the one hand to create a drilling unit consistent with

statewide spacing requirements and then having created

and pooled that unit there is also a request pending for

a location exception, correct?
nAat's correct.
the application Equitable Resources

the applicant, correct?

And the application requests that Equitable Resources
Exploration be designated as the unit operator?

That's correct.

Equitable Resources Exploration is actually a division of

able Resources Energy Company, is that true?

West Virginia?

Equitable Resources Energy Company obtained authority
490 Dusiness in the Commonwealth of Virginia under the
na=e Equitable Resources Exploration?
r They have.
o>8s Equitable Resources Exploration have a blanket bond
required by law and it 1is registered with the

ines, Minerals and Energy?




The respondents with regard to V-3399 in terms of pooling

and the persons to whom we gave notice with regard to the
location exception, are all of their names listed in the
notice of hearing?

Yes, they are.

And the addresscs for those folks are set forth in

Exhibit B in any way or the
‘0 any to add anybody as a respondent?
do not.

th2re a desire to dismiss anybody?

there any addresses that need to be corrected?

e've talked about the minimal changes that were made on
the last two pages of Exhibit B, correct?
W2 nave.
D3
Resources Exploration exercise due diligence to ldentify
and locate all persons having record title to oil and gas
ing identified those persons have You exercised

LTying to locate them?

notice and publication was certified mail




sent to everyone listed in the notice of hearing for whom

we had an address?
Yes. That's correct.
And that mailing was made on what date?
On September 24th, 1594.
was there one parson for whom we did not have an address

could not mail?

That's correct.
would that have been?
Mr. James N. Jackson.

And everybody else on the list in the notice of hearing

we filed with Mr. Fulmer and the Board a certifica-
of notice both with regard to the peooling applica-
and with regard to the leocation exception?
nave.
cate that there was one parson for whom we
have an address, one mailing to June (Inaudible.)
don't know the status of becauses we haven't
the pailing back or the card back and then there
ms returned unclaimed from Sara Lou EKennedy

Lee Cretch, correct?




the card back?

Yes.
Is that
mailin

Yes, 1t

Anc that mailing STAtus

last FT

:'.j e

the lcocation exceptlon. the same

was as of the close of business
?

iday, correct

ng was there a publication of the

ing with regard to the creation of the

of hear

it, pooling application as well as the

cach of the applications that we're

3299 what was 1t that was published

what documents?

earing and Exhibit A-l.

he map showing the --=

subsequently receive a certificate of publication

Bristol Herald Courier and did we file that with




the Department of Mines, Minerals and Energy?
Yes.

with regard to the standing of Equitable Resources

Exploration to seek to pool this unit if we look at the

last page of amended Exhibit B that summarizes the apount
of acreage leased to the applicant, correct?

That's correct.

what percentage 1is that?

95.98 percent.

What is the outstanding percentage?

4.02 perceant.

that exceeds by a considerable margin the 25 percent

it does.

A which is the plat that was filed with the

a-ion shows the shape and size of the unit, does 1t

rhe statewide spacing type of

.t shows the tracts that fall within the unit?

1t does.




t shows the acreages and the percentages associated

those tracts that would be within the proposed unit?

g to test, does it not?

those formations be?
Lee Sands, Raven Cliff, Maxon, Big

would
Burea and Devonian Shell.

the

Ly

Poppy Shell,
formations would bes the Devaon-

of those

proposed well for which -- we'll get to this
the proposed well for which we've submitted

=k =
el

the Devonian Shell?

1S

mate deep enough to tTest
ly £fi1led and the
it true that you had

a voluntary agree-

reach an agreement --
1nia Gas Company?

£ 6, there are some unleased inter-
ieased to anyone and in addition as
leased interests

of &6 there are some
correct?

Virginia Gas,




Yes.

Since the filing of this application has Equitable

Resources and Virginia Gas reached a voluntary agreement
Wlth the acreage leased by Virginia Gas?

Yes, we have.

In that voluntary acgreement has Virginia Gas agreed to

contribute 1t's leased acreage to the unit?

as Virginia Gas and Equitable agreed that Vvirginia Gas
will become a participant -- not the operator but a

articipant in this unit?

That's correct.
So should any pooling order that might be entered by the
Board indicate that suc] agreement has been reached,
that the royalty should be payable to the Virginia Gas
not be afforded election rights

been contributed to this unit by

to the people who are shown as
those four folks should be afforded

a5 required by the statute?

leased almost 90 percent of this unit.

leases that you have taken and the




leases you would continue to offer what are the lease

terms, Dennis, that people have accepted and that you
have offered?

ideration, one-eighth royalty with a five

LeIm continuilng as long as the well produces.

an acre payment, 1is that a one time payment?

=
23 .

with the understanding that Board orders in

eXplre a year from

if there was not production?

here was production obviously you would then be

royalty?

you recommend that in dealing with the deemed to

flave leaseQ option required by the Virginia Code that

the
©ard incorperate these terms as the lease teérms on a

C was prepared by someone else
> Bob about that, but did the original

drilling cost estimate?

which that was prepared was what?

1994,




2th within 60 days of today's date?

general 1n Equitable Resources Exploration and

particularly with regard to this estimate would it have

been prepared by the engineering group and then reviewed

and signed by Robert A. Dahlin?

) —

He di
Yes,

Whart

§ correct.

in fact, si1gn this?

he dad.

osts reported on Exhibait C?
mpletion of the well is $267,250.
-= at the top of the

show the total projected

n the == just a few

-
o

with regard to Exhibit A, the plat map,

ow the distances to other nearby walls as

the regulaticns, correct?

with other witnesses, but from that we

well from which we would need a location

s that correct?

L0 == Lo recap notice and publication, the




Same notices, notice procedure, mailing dates and status
Oof mailing that we've talked about in terms of the
application are also true with regard to the

eXceptlon, correct?

SWARTZ: hat's all I have of Dennis.
CHAIRMAN: Any questions, members of the Board?

(Witness stands aside.)

You may call your next witness.

Iz

after having been Previously sworn, was

as folliows:

DIRECT EXAMINATION




My Job title 1s operations specialist.

Did you participate =-=- or did you review the cost

C that was prepared?

imate, the Exhibit

that you are required to do and

your job responsibilities, sign off on

-y
estimat

le estimate of anticipated costs to develop this

'l: -|y|‘

-
[

applated the application?

-
-

the applicant's plan to create

g -
s

ur en aa

MY T
L alia

and develop the unit

1S a4 reasonable plan to

orma

the owners

oy o
ora

-
s

b

- -

ind develop

nowaver

er

-
ad

and under the unit

tione withi

oil and gas resourc-

of the

ations:

-
L

of formations.

targe

*hose formations as they are

5 you find?

se

-

L=

ho depending on what

production based on other




operations in the area from which formations on a
probability basis? Which ones are you really looking
OQur primary targets are the deeper Devonian Shell and
Burea. We also anticipate a high likelihood of en-

gas in the Raven Cl:iff.

And to the extent that other formations listed in this
pooling application show sufficient gas content those
would be produced as well?

That's correct.

But that's something we're going to have to wait and see

what happens?

tect correlative rights by developing gas, by

paying royalty to additional royalty owners and also

lessen the likelihood of physical waste and

(Witness stands aside.)

you want to ralse your right hand here
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[ Swears witness.)

RICHARD TIMOTHY LEWIS

uction 1is controlled by that fault

amined and

a witness who, after naving been duly sworn, wWas ex
testified as follows:
DIRECT EXAMINATION
EY MR. SWARTZ:
Q. could you state your full name for us?
A Richard Timothy LewWls.
o) Who do ycu wWork for?
~ EREX
Q. And what do you do for then?
A I'= a senlorl geologlst
2 aAre you familiar with she formations 1n the immediate
arca of thas proposed well 33997
= ac I am
o could you describe in summary form -- we'll go through 1t
syrrner if necessary, but 1in sumpary form the fault line
and the formaticns ipmediately adjacent to that fault
line which this well 1S intended to test?
- This area lies along the rRussell Fork Fault which 18
ight out here in the russell Fork River and the majority

EYstem,
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especially the Raven cliff which seems to be developed.
Not only the sand, the porosity and the structure right

nat fault line. Also the Burea 15 alsc affected

- |
W
rn

a.o

=

by that, the sand and the Burea sand. Beiling adjacent to
that fault 1s obviously a better case for success
g=ologically. So in a very brief susmary I would say
that.

There has been a fair amount of drilling along that

fault, correct?
noes the fault line in general run in a north west to
south westward direction?

r does. It basically follows the path of the

Eas oost of the development 1n terms of conventicnal gas
wells psen to the east of that line?
srity of them are, yas, especially in the Raven

Cliff sand. They've really honed along the fault line.

m

well locations there are

(=

[
-

}
i
¥
o
O
b
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"
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maps o0

a number of wells by various operators along the east

I can You can look at it and 1it's obvious that they're
developing along the fault line and they understand the
geologic nature of the tracking mechanisa.

s drilled further to the east =--




significantly further to the east and if so, what has

been the experience with regard to production from those
wells?
There are several wells further to the east approximately
four to five miles and those are dry holes. There are
several that are dry holes because they had missed the
Raven Cl:ff sand and also the Burea is also not very good
there.

o if you get far enough to the east you can expect a dry
hole?
That 1s correct.
As you proceed east is there an imppact on production?
A5 you proceed east way from ==
If you didn't go four or five miles east but if you went
a mile further to the east what would your expectations
be with regard to what you would find -- what might
happen to your produccion?

From my geologic mapping I'd say that the risk increases
as you go eastward. It's a very nNarrow zone, one to two

and you have to be cautious where you place

y of the well plat in front of you, Tim?

cne well in proxXimity to the proposed well that

ralking about here, the 3399 well, that is why that




we are asking for a well location exception, correct?

Yes.

ho is the operator of that well?

REX the operator of that and we have 100 percent
working interest in that well.

You don't have any partners or participants in that well?

the well plat but all of

further than 2,640 feet away, correct?

anotctner
That is correct.
Can I assume that the reason that you are requesting a
1 location here 1s to allow you to locate this well as
ose to the fault line in a probably productive zone as
ible?
a4 geologic basis the location that we have pictured
very good for geologic success.
to avoid being within 2,640 feet of the existing
the existing EREX well that we've been talking

would have to move this well to the east,

"ight. you'd have to move it further away and

increase your degree of risk to possibly a point of




failure.

1In addition by locating the well as you have proposed are

you, xn fact, catching acreage within the unit =-- and

-

specifically I'm looking at Tract < and a little bit of
Tract 3 -=- that would either not be 1in the unit at all if
you moved 1Tt TO che east and those royalty Owners would
receive nothing or if you poved it to the east their
royalty interast would be significantly diminished?
That is correct 1f 1t was poved eastward.
In summary would 1t be fair to say that the two reasons
why you're requesting a location exception here on the
one hand to stay as close to the fault line and 1in the
productive tested —ones TO mlnimizZe the risk for a dry
15 not highly productive and second-
the other reason to catch as much acreage adjacent to

swi15T1ng wells to include a portion of Tract 3

Tract 2 in this unit?

the pooling and the location

guestions, members of the Board?

one guestion. Compare to the fault line
farther east what's the difference between
on the Raven Cliff -- the thickness of it

zone and then when you move farcther east?




WITNESS: Well, 1f you'll look at Exhibit A I can demon-

srrate that. It's rather dramatic. I would say in well
1942 you're looking at -- and this is pay thickness.
SWARTZ: = would be the one at the bottom.
WITNESS: Well, I'm giving him an example.
SWARTZ: Right. I just wanted some people to find it on
there.
you're looking at a paid sand
there. If you mova to the east
you see locatiom EH-120 which was drilled by Virginia
ceppany, they drilled that well in the Raven Cliff
got ten et of nonproductive sand. So it 15 a
rather drasatic change. Along thar fault line --
obviously that fault was active and it was trapping the

sand in that area and it's a very narrow zone. We'd like

the difference in the Burea?
In the Burea thickness there it's probably not
the fracturing in the Burea 1s the
being along the fault where the
ures are is ipportant. It increasets the perme-
and the productiveness of the sand.
Other questions?
V-2266 you said you had 100 percent of the

Is that one lease?




2266 we also have some individuals that

BAKER: I believe
were leased in the gas company which we have an agreement

wlith them on 2266.
You have an agreement with them on how to allocate

production from both -- it's who gets paid out of them.

SWARTZ: Correct me if I'm wrong, Dennis. To the extent
that the proposed unit that we're talking about and the
2266 unit overlap the royalty owners in each of those
units will receive their full royalty share from the
production of both of the wells, correct?

believe that's correct.

we're not allocating on some basis other than

€ not certain?
not certain from the administration side of
I believe that's a correct stacement.
L, the exhibit that's been filed today,
B, does that show the royalty interest as

n the area that will overlap for

You assume that the Board order issued

require -=- would i1ncorporate that interest?

BAEKER: Yes.

CHAIRMAN: Do you have a prior Board order on 22667




MR. SWARTZ: Is that a voluntary unit, 22667

MR. BAKER: No.

MR. SWARTZ: Then it would have the same -- you'd have two
orders and at least =-- I don't have that in front of me,

least with regard to this one Dennis has testified

it's 100 percent of the one-eighth. I assume the other

one was as well. And any order that Sandy would draft
here I assume would require us to have 100 pPercent as we
reported on Exhibit BR.

EVANS: That's fine. That answers BY question.

Well, 1t's a good question and I'm trying to

CHAIRMAN: Other questions, members of the Board?
(Witness stands aside.)
CHAIRMAN: Do you have anything further?

SWARTLZ No.

Chairman, I move that we grant the location

anc that we grant the petition for force

A motion and a second. Further discussion?

I think I've asked this before when we've done




this. 1Is it proper to combine both of these docket items

and vote at one time?

CHAIRMAN: . He's separated it in the testimony.

That's the only thing you have to watch. I believe we've

covered everything. Any further discussion? If not, all

1n favor signify by saying yes. (ALL AFFIRM.) Opposed

S5ay no. (NONE.) Unanimous approval. Thank you.




ITEMS X, XII

MR. CHAIRMAN: Do you want to do the same for Item X and XII?

MR. SWARTZ: If

ME. CHAIRMAN: The next items on our agenda we're going to
combine as well. A petition from Equitable Resources
Exploration for an order creating a drilling unit and
force pooling of interest of a conventional gas drilling
unit identified as P-308. This is docket number VGOB-
©5/10/24-0481. And on this one as well we have a request
for a location exception for a conventional gas well
identified as EH-108. This 1is docket number VGOB-
94/10/24-0483. We'd ask the parties that wish to address
the Board in these matters to come forward at this time.

MR . SWARTZ: Mark Swartz for Equitable Resources Exploration.

MR. CHAIRMAN: Are there any others that wish to address the
Board in this matter? The record will show there are
none. You may proceed.

MR. SWARTZ: We have two amended exhibits, amended Exhibit A
which is the well plat and an amended Exhibit B.
(AFTER A BRIEF PAUSE OFF THE RECORD, THE HEARING

CONTINUED AS FOLLOWS:)

MR. CHAIRMAN: You may proceed.

MR. SWARTZ: Just by way of introduction, this again is a

request to create a conventional drilling unit and to
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pool that unit and then a request for a location except-
ion. 1've given you some amended exhibits this morning.
And to make it easy for you to understand what has
changed, on the plat map, amended Exhibit A that I gave
you, the enly thing that has changed is the original
exhibit left off the tract numbers which would be the
circled numbers that you see on amended Exhibit A.

's it. We've added those. Obviously those cor-
respond to the tracts listed in Exhibit B. So 1t's
fairly important to have those. That was why Exhibit A
was amended. The revised Exhibit B that you got this

morning, ail of the changes are at Page 2. FPage 1 1S the

(]

same as what you originally got. The changes at Page

nitially it was assumed that the
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Conptons had leased to Virginia Gas and it was shown
originally as leased to Virginia Gas. It turns out that
they were forced pool in a nearby unit. There wasn't a
lesase. So we gave them notice. That's not a problem,
bur we're showing them as unleased in the revised Exhibit
sther thing that's changed is we have changed the
way w2 have referred to the percentages leased to
ypplicant or unleased to applicant because we had several
companias lesasing here and we thought that would make it
earel So those are the extent of the changes in those

bits that you see this morning. I'd like to




start with Dennis' testimony. Again, I would remind you

you're still under oath. 50 we don't need to do

DENNIS BAKER

a witness who, after having been previously sworn,

exapined and testified as follows:

DIRECT EXAMINATION

BY MR. SWARTZ:

Could you state your full name for us again?
Dennis Baker.
wWho do you work f£or?
Equitable Resources Exploration.
ur title and generally what you do for them?
landman, leasing supervisor.
were you involved in the preparation of the

of hearing, the application, some of the exhibits

th regard

BE and the revised

applicant here 1s Equitable Resources Exploration,




correct?

That's correct.

And the application seeks to have Equitable Resources

Exploration appointed as the unit operator, 1s that

correct?
That's correct.

Is Equitable Resources Exploration is division of a
company named Equitable Resources Energy Company?
That's correct.

Is Equitable Resources Energy Company a West Virginia
corporation?

Yes, they are.

Has that West Virginia corporation sought authority in
the Commonwealth of Virginia to do business under the

name or as a division named Equitable Resources Explora-

Equitable Resources Exploration registered with the
Department of Mines, Minerals and Energy as an operator
and does 1t have a blanket bond on file as required by
law?

they do.
With regard to both of these applications, the pooling
and unit application and the location exception are the

names of all of the interested parties and the names of
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all pecple that we are required under 45.1-361.15 to
lisr, are those set forth in the notices of hearings?
Yes, they are.

And the addresses of the respondents, are they all listed
on the revised Exhibit B?

Yes, they are.

Today do you desire to amend either of these applications
in any respect to add or dismiss anybody?

Do w2 need to correct or update any addresses?

No, w2 do not..

wWith regard to mailing we have filed a certificartion of
notice with Mr. Fulmer and with the Board with regard to
both cf these applications, correct?

That's correct.

BEoth sets of notices and both applications were mailed to
all of the respondents on what date?

Oon September 23rd, 1994.

And 1t also sets forth the receipt numbers?

n this 1nstance has everyone received and signed for --
every respondent received and signed for their mail?
Yes, they have.

And there was no one you did not have an address for?

Did we also publish?

631




Yes, we did.

and what paper did we publish 1in and on what date

The Bristol Herald Courilier on October 1st.
And what was published in the newWwspaper would have been

pboth notices and the small map, Exhibit A-1, correct?

That is correcet.

pid we subsequently receive a certificate of publication

rom the newspaper and was that filed with the Department

es, Minerals and Energy?

Equitaple Resources, your department and with regard

other folks involved in this applicatiom, has

Equitable exercised due diligence to identify and

locarion having record title to oil and gas in this
osed unit and having identified them have you

found everyone's addresses?

o this unit and then the question of

Exhibit B sets forth the percentage that
does 1t not?

percentage?

orth the unleased to EREX'E interest as
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20.60 percent.

Since this application was filed, since the time of
ling of this application and today has EREX and
Virginia Gas been able to reach a voluntary agreement

eage in this unit that is leased by

z

=

r
(=]
La |
o

0
[#1]
La |
0.
[l
o

rt
=
iv

[+
(g
i}

Under that agreement has Virginia Gas agreed to contri-
bute it's leas=d acreage to this unit and has it agreed

to participate not as an operator but as a participant in

Yes. That's correct.

would you request that any order entered by the Board

"

pooling this unit indicate that such an agreement was
reached and indicate and direct EREX to pay royalty to
the Virginia Gas lessors directly but not afford those

lessors any election coptions because we have a voluntary

agreement transferring the lease?

with regard to Exhibit A which is the well plat, that

plat which was revised shows a proposed unit of 125.664

1
il
Ly ]
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1
1
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w

And that 1s a unit size consistent with an effort to

riven by statewlde spacing, correct?




That's correct.

This plat shows nearby wells as required by regulation?

regard to the two wellg spotted north of the unit at
top of the plat, amended Exhibit A, one of those
drilled, correct?
That's correct,.
And one of them 1is bermitted but has net been drilled?
I believe that's correct. Yes.
Does Exhibit A show all of the tracts affecred by thas
Pooling application, the acreages within the proposed
unit and the i interest within the Proposed
unic?

1T does.

application here indicates that the target
of this well are wnat formations?
Raven Cliff, Maxon, Big Lyon, Weir, Poppy
Devonian Shell,
terns could you tell the Board the
You have been able to enter into in
the roughly 80 percent of the unit
terms that you would offer to

1S unleased?

consideration, one-eighth royalty and a

which would continue as long as the well




would be producing.
A §5 an acre payment, do you contemplate that
be a one time payment?
do.
because 1f the well were not to produce within a

the effective date of the order the order

if the well produced within a year you would be
paying a one-eighth royalty which would centinue until
the well stopped producing?
That's correcct.
would you recommend to the Board that with regarda to any
ordar th I entered concerning the deemed to have
leased statu
terms for that option?
¥Yes.

Exhibit C, an estimated well cost exhibit,

tendered with your application?

60 days?

prepared on?

signed by?




1la. Mr. Robert A. Dahlin.
2JQ. Does 1t indicate the total depth?
IlHA. Yes, it does.
4iq. what is that?
SHA. 4,885 feet.
Silg. Amended Exhibit B has a column after each respondent's
7 name which is called interest within unit, correct?
8HiA. Yes. That's correct.
9ilqg. And that would be the division of interest of each
10 respondent in this proposed unit?
MHA. That's correct
12 g nd that would be relevant to their Coyalty?
Bia Yes, it would
14 40. And it would be relevant to any calculation that might be
15 made to calculate participation costs or the carried
16 interest multiplier?
78, Correct.
181 If you wanted to calculate participation costs you would
3 take the interest within the unit and multiply it times
Cy the well cost. correct?
2 That's correct.
Z1q. And that would give each respondent's participation cost?
23l p yes.
24 And the same would be true for the carried interest
25 calculation?
68




That's correct.

I'm pretty sure I asked you this but just to recap and

make sure that we have an answer on the record, was the
ailing on September 23rd to the respondents that you
esrified to made with regard to == and did it include

notices concerning the pocoling application and the
location exception?

That's correct.

The publication was a publication of both sets of notices

and both Exhibits A-1?
(Wwitness stands aside.)
Bob. I'll remind you that you're under oath --

under oath.

ROBERT A. DAHLIN, II

af-ar having been previously SwWOIm, Was

as follows:

DIRECT EXAMINATION

full name for us again.
pahlin, II.

=

are you work for:




I'm ezployed by EREX as an operations specialist.

- &

Do your dutles as an operations specialist include the

review of AFEs in terms of their accuracy and their

reascnableness?

Yes, 5ir.

p:d you, in fact, review Exhibit C, the AFE that was
ilad with regard to this well?

I did.

ané that indicates a total completed well cost of what?

$272,450.

Is it your opinion that that cost 15 a reasonable

estimate of the anticipated costs to develop this unit?

With regard to the various formations the application
) pool a number of formations, correct?
hat's correct.
what are the pripary target formations that you are
looking at here?
the primary formations are the Devonian Shell,
Burea and a strong secondary in the Raven Cliff.
pplication and AFE indicate that the projected
4.885. Is that deep enough to test the Devonian

yest formation?

what vou encounter with regard to the other
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not be production from those formations 1in addition to

the three primary ones, correct?

That's cOT

Bobh, 15 1T

this unit and develop the unit or the reserves by the

well that's described in Exhibit C that this is a

reasonable

benefit of

formations:

Yes, S1iTr.,

will this proposed wall contribute to the protection of

correlativ
woulé prev

econonlc wW

Tect.

e rights and conservation 1n the sense that it

1isted in your application there may or may

your opinion that the proposed plan to creatée

plan to develop these formations for the

the owners of the oil and gas located in those

ent or lessen the likelihood of physical and

{(Wwitness stands aside.)

. I'll remind you that you're still under

RICHARD TIMOTHY LEWIS

after having been previously sworn, was

7]
(2]

stified at ollows:

71




DIRECT EXAMINATION

BY MR. SWARTZ:

I'd ask you to state Your namEe again?
Richard Timothy Lewis.

Who do you work for?

I work for EREX as a senior geologist.

I'm going to ask you to look at amended Exhibit A. T

location exception here 1is required from the twin -—— they

Day or may not be twin wells but they're pretty close tTo

one apnother, the EH-118 and the EH-129 at the top of the
plat, correct?

That 1s correct.

in dition t! t is to the south.

ve

the well to the north that is
is a drilled well, EH-118, correct?
We have an overriding royalty in that well.
ributed thelr acreage to that well and took

an overrid:ing royalty?

that well?




Virginia Gas.

And vou understand that we've reached an agreement with

Virginia Gas with regard to the pooling of this unit?
Yes, have.
next to EH-118, the EH-129, that is how far from
the proposed location of P-3087
approximately.

has not been drilled but a permit has been

wall has not been drilled as of yet.
about those two wells to know if they
ifferent formations?
or -- the EH-118 is currently
the Raven Cliff and the plan on EH=-129

deeper to produce out of the Burea

to the south, EH-108, 1is Virginia
that well?
if any, does EREX have in that unit?
percent working interest.
regard to the proposed =-- I should have asked you
a moment ago. With regard to EH-129 does EREX have
working interest in that proposed permitted well?

's approximately 46 percent.




Could you recap for us -- We need to make a record every

time we have of hearing. SoO could you recap for us the

eolo in the area with reference to the fault line that
3 gy

we're aware of in terms of why this well in your oplnion
is located or needs to be located where it is?

From a geology aspects the Russell Fork fault which
ollows the Russell Fork River runs approximately 1n a
northwest southeast direction. It 18 Very important to
this area because it does control the local geology, the
sand distribution, the fracturing and the actual product-

faormation. So the location P-308 1is
really picked from the standpoint -- from my aspect it's
1f we move eastward there's a very high
that aspect.

to the e=ast of P-3087

a location exception from the well

1s that correct?
ly is that it catches a small

r the twin wells to the north and a

To avoid obtaining a well location exception the direct-

ion that tl joul y be moved to would be to the




correct?

would ke right.

+£ any, are assoclated with moving to the

I

the geology that I have papped out I would say the

very high here, higher than 3399 that we spoke of

a geologic failure in having a dry hole.

because this well is somewhat further to the east

1+'s a very narrow trend that we really need To be 1n.
what would the reason or reasons be in your opinion that
for a location exception and
the location exception?
other than the possible failure of the well moving out to
I also think does protect the correlative
in various tracts we touch portlions of
are pushed out eastward the people 1n
tore will have a reduced -- actually no participation
ery much reduced interest 1n the well.
shove this well to the east even a relativ-

stance on the order of 500/600 feet would 1t

the royalty owners in Tracts 4, 6 and 8
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would

Yes That is correct.
with

their r

That 1s correct.

all
CHAIRMAN: Questions,

MASON:

re
Li1]
(]

a o

Ui

pec

parties?

]
(=]
=t
et
-
=]
[
1Y
o
1]
m
[s?

fact,

that's unle

that the order

I have.

ased?

terms

contain.

probably drop completely out of the unitc?

regard to Tracts 2,5 and 7 those owners would have

oyalty interests significantly reduced?

addition to the geology 1issues?

pepbers of the Board?
Based on what you said as far as the unleased

this in reality the Comptons are really the

the interest within the unit i1s only

that you were giving to

Are those comparable to

the terms that you are giving Virginia Gas?

¥ ¥
thelir percentage of the
t where they will
MRSON I see 50
the cost and 1t's not =
BAKER: Right.

participate
they're actually

- 1t's not,

The participation with Virginia Gas is based on

agreement was worked
for their portion =--
going to contribute to

in fact, a lease.
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SWARTZ: Just to follow up on that, you did not take a sub

lease from Virginia Gas?

MASON: That's what I was trylng to find out.

SWARTLZ: t's a participation agreement, correct?
BAEER: cCorrect.

EVANS: I've got one question. Do the Lee Sands contailin
coal measures?

LEWIS: Sands above?

EVANS: Do the Lee Sands contain coal measures?

he Lee

h

oroation has sand and coal in 1it.

[
m
X
=]
)]
=

FUANS: And when you talk about developing the Lee Sands

as conventional gas is that the same -- 15 that the

ormation you're talking about? As far as target

La |

formarions the Lee 5Sands were mentioned. is that the Lee

formation
LEWIS: That would be the Lee formation. We would not -—-
under the State requirements we cannot go and produce

-palpad methane, perforate the coals and produce that.

We're actually asking for conventiocnal gas out of the

EVANS: In coalbed methane you ask that coalbed methane

and coalbed include associated strata, is that not

17




associated strata?

in this aspect.

the standpoint I would think mechanic-

1@ be impossible to produce both because of

differences. 5o we would not produce that.

-- we have a few wells that is not

that large in 2conomic SuUccess.

question then would be why did you include the

Lee Sands 1in your targec formation?

LEWIS: Because occasionally there are straight sands that
have conventional gas in them. They have true porosity

T~'s rare but we would hate to bypass a

It's just a question of the
pethane. How you define your
own application it says coalbed methane,

If you came across that situation 1in

oalbed mathane well you would produce that

[ [

sand -- our perforations are

there are fractures
that is associated

still coalbed methane




gas.
EVANS: Why wouldn't be coalbed methane gas here 1f that
was the case?
LEWIS: scause not talking about that situation.
alking about actual porosity and permeability.

I understand what you're talking about.

It's conventional gas from that aspect.

I have a problem with -~ take your choice of what

a problem with. I have a problem either with this
PPlication or with your coalbed methane application, one
two.
you mentioned to Mr. Evans in
gquestion initially that it was your opinion
would be unl:ikely that you could produce froa
1T was coal near and if there was a Lee forma-
Could you expand on that answer.
terence that would have an

other or both?

nstance wa
I'm not a production
aspect you need to have your
appropriate and be prepared for that

you will need to have the
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mechanical set up correct. And also from a reservoir
standpoint you're talking -- coalbed methane has a much
lower rese-voir pressure and :1f you were to attempt to
complete those together it would not work in my aspect
because your higher pressure 1n your lower sands would
actually give you much difficulty in trying to produce

the two together.

MR. SWARTZ: 1In essence, just looking at the pressure differ-

iy

ential between a conventional -- what we might normally
regard as a conventional sand and a coalbed, are you
restifying that the pressure in a conventional sand would
bz so such significantly higher than what you would
encounter in a coal seam that it would acrtually -- the
conventional gas would tend to be driven into the sand if

you tried to do both?

TIM LEWIS: If you tried to commingle them together?

MR. SWARTZ: Right

TIM LEWIS: I would assume that would probably happen.
ME. SWARTZ: In any event -- maybe I need to defer Bob on

this. Bob, 15 thers any intention here of fracking any

-pal seams with regard to this application?

M2. DAHLIN No, there are not.

MA. SWARTZ: If there was a coal seam based on the answer I'm
hearing from Tim, I mean, would yvou be inclined to case
hrough 1it?

80




DAHLIN: Yes, we would.
SWARTZ: Why would you do that?
DANLIN: Wwell, I believe 1it'S required to begin with and
omplete this in the deeper formations.
that sets each amount of casing through this

wWwe would have no intent to complete a

MR. EVANS: Again, I guess my argument 1s just technical as to

re going to say on the one hand in your CEM
applicatiaons massociated straca®™ =-- not only the coal
eam but the associated strata and in this you're saying
sands but not the coal, it's up to you. You can pick
one place or the other I'm going to
explain what you're doing.
-- and if that's a question I'll let
pinute. But I think you're raising a
extent. I mean, the Code defines CBM
or. the adjacent assocliated strata.
- it's not a definition that EREX or
up with. I mean, 1it's in the Code.
essent:ally what it allows you to do 1is complete or
a coal seam and accept whatever comes out of that
Let's assume that it's just in the coal se2am
label called CEM.

there's something else, toc. It also allows




you to produce gob gas from the frack that occurs --

MR. SWARTZ: Above that.
MR. EVANS: -- above that.
reverse, nowever, would seem to me -- and I
15 what Bob is suggesting to you and if he's
- 1f he feels what you've put in was a
guestion and he's got an answer I'm going to go on. But
the reverse also seems to be true. I mean, I hear him
saying they would frack what they regard as a formation
nd would not frack a coal bed in this kind of a well.
tion although there is not a specific
you frack a sand you treat what comes out
of that hole as 1f it was convent-
is that there is a hell of an
that there can be a cross over. I
suggesting to you 15 at least by reason of
coalbad methane the Legislature has
hat. Wwe're going to
we define it in such a way that it has
With regard to a conventional well I
1 under the Code if you don't frack a coal
f the sand comes out of the sand.
Bob, 1f you've got --
would only elaborate on that very issue. I'm

the problem that the definition gives us. I




would also say that we're asking only for a conventional
pocling in this instance and we have not made any
application for coalbed methane. Just 1in knowing how we
are going ro make our development plans here 1in the near
term I don't anticipate having a problem of proposing a
coal well at this site or where we would bring up the
issue of the problems in definition. Quite honestly,
what we would have expected is the ability to produce a
drilling tarough the conventicnal sands
't want that precluded from us and that's

looking for here about that

ask you this. Would you be willing
Evans' concern here, would you be
order pooling this unit provide that
frack the Lee Sands and produce
is well that we would take
Mr. Fulmer, the Gas and 0il

Inspe y that we have and potentially come

to the Board? I mean, essentially what I'm hearing

1s if we encounter a significant show in the Lee Sands
and we want to produce from them we'll come back here and
about 1t. What is your expectation that
to have a problem in the sense of having good

sands that you would produce them, if you




. 1 think it's likely to happen?

2||Mr. DAHLIN: The shallowest zone we really have an expectation

3 of producing from is the Raven cliff. I don't know if
4 this 15 appropriate or not, but under our definitions
5 between the conventional and the coalbed what you are
6 sugcesting is reasonable and I don't know that mY Own
7

position would allow =e to make that decision for the
8 company. I'm somewhat at a loss here.

9flup. MASON: I just want to say this. What you're saying,

10 thouch, as I understand it 1s you don't intend to produce
n from the Lee Sands unless it produces naturally, is that
12 correct?

Il uyp. DAHLIN: That's our anticipation, yes.

Mp_ MASON: So you'r2 not going to frack out the Lee Sands
15
16 |up. DAHLIN: We have no intentions of doing so.

17 M EVANS Bur you want the option Just 1n Case.

Blilup. DAHLIN Well --
19l Mp. EVANS I understand

20 |lus  swARTZ: Otherwise you get into the situation that you're
21 looking ar these twin wells up the north here. It has
2 always seemed to me =-- and I don't represent everybody
sind rheir brother, but it always seems TO me that when
24 you pool a conventional well you might as well pool

25 every ceam that's gotten i1n or every formation or every
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whatevar 3= ==, you know, that's got any potential to
produce from so that you're not 1in a situation where
you've got to make a return Trip or you've got to drill a
econd well. Essentially it seems to be what they've
on aere.

DAHLIN: That's isely what we're dolng now.

EVANS: Like I said, how would you propose -- do you have

15 =-- TO BY concermn?

insofar as that possibly a permit or pooling

point. You may never come back for

really have a problem, I don't

solution TO your gquestion at to what

for them to file with us a

1f they have perforated any

15 defected because they have not
any coal operators for any requirements of a

ethane well.




'IMR. EVANS: My problem is the way that's worded on their

2 applications for coalbed methane as "associated strata®
3H and here you're talking about the Lee formation which has
‘" coal associated with it. So that argument goes back the
3 other way also. The Lee formation is associated strata
E" for coalbed purposes. Now, I don't care how you solve

7 it. You can delete the Lee from this application.

®l|MR. SWARTZ: Rather than thrash this out give us five minutes

9 and we'll take it up. I assume we've got people here who
10 can call the shot. And 1f it's not a problem it's not a
"" problem and 1f it is we'll come back and tell you it's a
12 problem.

WlMR. EVANS: Thank you. That's all I needed.

14 (AFTER A BRIEF RECESS, THE HEARING CONTINUED AS FOLLOWS:

1SlIMR. SWARTZ: If I might just talk a little bit about the Code

‘5“ and your position. Essentially the Virginia Gas and 0il
17 Act has defined coalbed methane in such a way as to

18 include what we would consider to be traditional convent-
19 lon oil and gas because essentially 1s says coalbed

20 methane is occluded natural gas produced from coalbeds

a1 which none of us have any problem with in theory,

22 || although in reality we may, and rock strata assoclated
31" there with. Essentially, as I understand your point, is
24 1 there 1s a producing sand associated with a coalbed
2| and a potential for communication -- that's the issue




that's you're raising.
MR. EVANS: Uh=huh.
Gas is defined in the code in such a way as to
1 my judgement coalbed methane. It says gas
natural gas whether hydrocarboen, non-hydro-
carbon or any combination oOr mixture thereof including
hydrocarbons, hydrogen and sulfate, blah, blah, blah, and
1uids not defined as oil. So gas is essentially
isn't oil. And coalbed methane 1s gas
~opes out of a coal seam Or associated strata. As a
ractical matter -- I mean, we all have some sense of
what's going on, underground the gas 18 moving around.
~he case law in gas over the years has ioplemented a rule
capture. Everybody knows 1it'Ss fugitive. It moves.
ssenti r the practical solution under which Mr. Fulmer
alluded to coalbed methane wells do not perforate sands

~pose. The perforate coals and produce from coals.

conventional wells which 1s the answer you've essentially

from my witnesses this morming case off and
coal seams. And essentially the
solution from a regulatory standpoint and from
standpo:int 1s to 1if you've got a coalbed
rhane well you only perf coal seams. I1f you've got a
well you do not perf coal seams. This 15 a

definitional nightmare which is the practical




world we need to deal with. What my clients are telling
me on the break is there are Lee producers in the
Commonwealth that have been permitted as conventional gas
wells. There 1s a possibility that they will get enough
a show of gas out of the Lee here that they want to
take a look at producing from. 1It's not their target

formations -- their primary interest but their view is, I

in eéssence w2 are not going to perf in the coal

from your logs what you'wve got. And
going to produce directly from a perf into a
1f{ we don't we have a conventional well.
It's a problem, Ken, and I think the pragmatic solution
I'vae described and as Mr. Fulmer's described. I
don't know what the answer 15 beyond that.
VANS: ‘11 te you what, will you stipulate that you
intention and you will not frack coal seams?
no problem. That is no problem.
VANS : 11 ac 1 C or --
SWARTZ: I don't know what to do about this. I mean, it's
a problem but it's something that =-=- well, it is and it
isn't. We need a practical solution to allow us to get
this stuff out of the ground and it needs to be called
ing and the Legislature took @& stab at it.
My only concern was 1f you produce "coalbed

notice requirements are different. There's




MR.

a few other people that are involved.

not fracking coal seams solves the problem on

a specific assertion that we weren't going to do that and

we would not do that we could certainly live with that
because that's not something we're going to do in
conventional wells. Sc if you put that in the order we
can live with
EVANS: In interest of allowing this to go forward,
okay. I also make mention that I didn't catch
before. 1In the previous =-- the same thing. If you would
allow the same stipulation for the previous docket.
SWARTZ: You need to think about it because I'm sure

seen a whole bunch of these from other people.

1 mean, there are Lee wells. We don't have --

it's a question of pooling. It's when it

(Witness stands aside.)
CHAIBMAN: » I have a motion?

EVANS: Mr. Chairman, I move that we accept and

the petitions with the stipulations.

Further discussion? All in favor signify by

(ALL AFFIRM.) Opposed say no. (NONE.)




I+'s a unanimous approval. For the Board's information

we have four items which were continued today and I

believe one new item for November. This hearing 18

currently set for November 15th. We've had some discus-

cion about the December hearing. Last year we had a
irtcle difficulty with a querum on December 20th. We
want T 3 poving the December 20th hearing up a
weealk I 13th. 1Is that more convenient? IS that
inconvenient anyone?

T'n concerned that's more convenient.
Does anyone have a problem with that? Do any
of our customers have a problem with that?

SWARTZ: s there any possibility you can keep the filing
deadline the same, though?

CHAIRMAN: The regs have got us on that. I don't have an
idea because we won't know for a while what that agenda
will be. Are there any interests in moving the November
agenda to December? Is that a problem?

T think Mr. Ratliff might need to be called
becaus s got that February problem.

RATCLIFF: We'll want both.

~HAIRMAN: 2oth hearings, November and December. Okay.

What's the December date again that you're talking

ith, the second Tuesday instead of




the third Tuesday. We'll be back at the 4-H Center 1n

November. Thank you. This meeting is adjourned.

(End of Proceedings for
October 24, 1994.)
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